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PART | — FINANCIAL INFORMATION

Item 1. Financial Statements
SYNACOR, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS—UNAUDITED
AS OF DECEMBER 31, 2013 AND SEPTEMBER 30, 2014
(In thousands except for share and per share data)

September 30,
December 31, 201 2014
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 36,397 $ 24,35¢
Accounts receivable—net of allowance of $76 and3$32 14,56¢ 16,90¢
Prepaid expenses and other current assets 1,691 1,79(C
Deferred income taxes 314 1,15(C
Total current assets 52,97 44,207
PROPERTY AND EQUIPMENT—Net 14,08t 15,53¢
DEFERRED INCOME TAXES, NON-CURRENT 4,45k 6,25¢
OTHER LONG-TERM ASSETS 34¢ 127
GOODWILL 1,56¢ 1,56¢
CONVERTIBLE PROMISSORY NOTE 1,00( 1,00(
INVESTMENT IN EQUITY INTEREST 365 141
TOTAL ASSETS $ 74,78¢ $ 68,83:
LIABILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABILITIES:
Accounts payable $ 13,57: $ 10,79¢
Accrued expenses and other current liabilities 5,177 7,05(
Current portion of capital lease obligations 1,94¢ 1,27¢
Total current liabilities 20,69¢ 19,12(
LONG-TERM PORTION OF CAPITAL LEASE OBLIGATIONS 88t 1,34¢
OTHER LONG-TERM LIABILITIES 977 36€
Total liabilities 22,55¢ 20,83(
COMMITMENTS AND CONTINGENCIES (Note 6) — —
STOCKHOLDERS’ EQUITY:
Preferred stock, $0.01 par value—10,000,000 stard®rized, no shares issued and outstanding arbleer 31,
2013 and September 30, 2014 — —
Common stock, $0.01 par value—100,000,000 shatbe@zed, 27,684,598 issued and 27,365,098
outstanding at December 31, 2013, and 100,000,0t®azed, 27,931,603 issued and 27,379,450 sh
outstanding at September 30, 2014 2717 27¢
Treasury stock—at cost, 319,500 shares at Dece®ih@013 and 552,153 shares at September 30, 2014 (569) (1,149
Additional paid-in capital 102,22¢ 105,07!
Accumulated deficit (49,705 (56,220)
Accumulated other comprehensive income 2 8
Total stockholders’ equity 52,23: 48,00:
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 74,78¢ $ 68,83:

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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SYNACOR, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS—UNA UDITED
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2013 AND 2014
(In thousands except for share and per share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014

REVENUE $ 26,55 $ 26,23: $ 82,40: $ 75,67(
COSTS AND OPERATING EXPENSES:

Cost of revenue (exclusive of depreciation shovwpassely

below) 14,08 14,38¢ 43,86¢ 41,40«

Research and development (exclusive of depreciation

shown separately below) 7,40¢ 7,571 21,54¢ 22,18¢

Sales and marketing 2,05¢ 2,601 6,33 7,19¢

General and administrative (exclusive of depreaiati

shown separately below) 2,80t 4,09( 8,77 10,68¢

Depreciation 1,11¢ 1,13¢ 3,38 3,30¢

Gain on sale of domain — — — (2,000

Total costs and operating expenses 27,46¢ 29,78% 83,90: 83,78:

LOSS FROM OPERATIONS (91€) (3,55¢€) (1,507 (8,119
OTHER EXPENSE (15) (24) (30 —
INTEREST EXPENSE (39 (75) (140 (18€)
LOSS BEFORE INCOME TAXES AND EQUITY INTEREST (972 (3,645 (1,67 (8,299
BENEFIT FOR INCOME TAXES (260) (1,28¢) (44€) (2,619
LOSS IN EQUITY INTEREST (220 (239 (314 (829
NET LOSS $ 832) ¢ (2,596 $ (1,539 % (6,515
NET LOSS PER SHARE:
Basic $ (0.0 $ (0.09 $ (0.06) $ (0.29)
Diluted $ (0.0 % 0.09 % (0.06p $ (0.29)
WEIGHTED AVERAGE SHARES USED TO COMPUTE NE
LOSS PER SHARE:
Basic 27,333,69 27,378,29 27,293,89 27,391,15
Diluted 27,333,69 27,378,29 27,293,89 27,391,15

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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SYNACOR, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS—UNAUDITED
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2013 AND 2014
(In thousands)

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014
Net loss $ (832) $ (2,596 $ (1,539 $ (6,515
Other comprehensive income (loss):
Change in foreign currency translation adjustment 1 3 7 6
Comprehensive loss $ (831 $ (2,599 $ (1,537 $ (6,509)

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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SYNACOR, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS—UNA UDITED

FOR THE NINE MONTHS ENDED SEPTEMBER 30, 2013 AND 204
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss

Adjustments to reconcile net loss to net cash piexvi(used) in operating activities:

Depreciation
Stock-based compensation expense
Gain on sale of domain
Provision for deferred income taxes
Loss in equity interest
Change in assets and liabilities, net of effedafuisition:
Accounts receivable, net
Prepaid expenses and other current assets
Other long-term assets
Accounts payable
Accrued expenses and other current liabilities
Other long-term liabilities
Net cash provided (used) in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Investment in equity interest
Proceeds from sale of domain
Cash paid for business acquisition
Purchase of convertible promissory note
Net cash used in investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Repayments on capital lease obligations
Proceeds from exercise of common stock options
Purchase of treasury stock
Net cash used in financing activities
Effect of exchange rate changes on cash and casvaénts
NET DECREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of period
CASH AND CASH EQUIVALENTS—End of period

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:

Cash paid for interest
Cash paid for income taxes

SUPPLEMENTAL DISCLOSURES OF NON-CASH INVESTING ANEINANCING

TRANSACTIONS:

Property and equipment financed under capital leafgations
Service agreement financed under capital leasgatiins

Accrued property and equipment expenditures

Stock based compensation capitalized to propedyeguoipment
Treasury stock received to satisfy minimum tax tvitlding liabilities

Nine Months Ended

September 30,
2013 2014

$ (1,539 $ (6,51%)
3,38 3,30¢
1,862 2,75¢

— (1,000)

(46¢) (2,63€)
314 82¢

1,26t (2,339

(409) (84)
11¢% 221

(2,58¢) (2,099
(1,246 1,87

64 (611)

76C (6,299

(4,550 (3,945

(400 (60E)
— 1,00(¢
(500 —
(1,000 —

(6,450) (3,550

(1,662) (1,700
17¢ 62

— (562)

(1,482 (2,200)
7 6

(7,166 (12,039
41,94 36,39
$ 34,77¢  $ 24,35¢
$ 128 $ 18€
$ 13¢  $ 112
$ 49C $ 1,45¢
$ — % 31
$ 80 $ 39
$ — % 37
$ — 3 9




The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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SYNACOR, INC.

NOTES TO THE CONDENSED CONSOLIDATED FINANCIAL STATE MENTS—UNAUDITED
AS OF DECEMBER 31, 2013 AND SEPTEMBER 30, 2014 , AN
FOR THE THREE AND NINE MONTHS ENDED SEPTEMBER 30, 2013 AND 2014

1. The Company and Summary of Significant Accountig Policies

Synacor, Inc., together with its consolidated sdibsy, Synacor Canada, Inc. (collectively, the “Qmamy”), is a leading provider of
start experiences (startpages and homescreendy@ywhere, Identity Management (“IDM”) and variotleud-based services across
multiple devices for cable, satellite, telecom andsumer electronics companies. The Company isadsading provider of authentication
and aggregation solutions enabling the delivergestonalized online content. The Company's teclyyoddlows its customers to package a
wide array of personalized online content and clbased services with their high-speed Internet,roanications, television and other digital
offerings. The Company's customers offer the Copgaservices under their own brands on Internebledadevices such as PCs, tablets,
smartphones and connected TVs.

Basis of Presentation— The interim unaudited condensed consolidatedhifed statements and accompanying notes have been
prepared in accordance with United States geneaaltgpted accounting principles (“U.S. GAAP”) andliide the accounts of the Company
and its wholly-owned subsidiary. Investments irtezg in which the Company can exercise signifigafiuence, but does not own a majority
equity interest or otherwise have the power tormnére accounted for using the equity methodanedncluded as investments in equity
interest on the condensed consolidated balancéssifdkeintercompany balances and transactions lhaen eliminated in consolidation. In
opinion of the Company’s management, the interimudited condensed consolidated financial stateniecltsde all adjustments, which
include only normal recurring adjustments, necgskarthe fair presentation of the Company’s finahposition for the periods presented.
These interim unaudited condensed consolidateddinhstatements are not necessarily indicatih@fesults expected for the full fiscal
year or for any subsequent period and should lmkireeonjunction with the audited consolidated fioi@l statements and related nc
included in the Company’s Annual Report on FormKLfdr the fiscal year ended December 31, 2013 (asraled).

Accounting Estimates— The preparation of consolidated financial statet:m@ conformity with U.S. GAAP requires manageinen
to make estimates, judgments and assumptionsftieat the amounts reported and disclosed in thealahated financial statements and the
accompanying notes. The Company bases its estimathistorical experience and on various otherragsions that are believed to be
reasonable, the results of which form the basisrfaking judgments about the carrying values oftass®d liabilities. Such estimates
primarily relate to unsettled transactions and &vas of the date of the consolidated financidestents. Accordingly, actual results may
differ from estimated amounts.

Concentrations of Risk— As of December 31, 2013 and September 30, 2@hd for the three and nine months ended
September 30, 2013 and 2014 , the Company had nvatiens equal to or exceeding 10% of the Compaagtounts receivable and reve
as follows:

Accounts Receivable

December 31, September 31,

2013 2014
Google 47% 22%
Display Advertising Partner 11% 1C%

Revenue Revenue
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014

Google 50% 3% 52% 45%
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For the three and nine months ended Septembe038,&hd 2014 , the following customers receive@mee-share payments equal
to or exceeding 10% of the Company’s cost of reeefine costs represent revenue share paid to cexgtdor their supply of Internet traffic
on the Company's start experiences:

Cost of Revenue Cost of Revenue
Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014

Customer A 24% 22% 21% 23%
Customer B 13% 14% 13% 13%
Customer C (1) 10% N/A 11% 10%
Customer D 15% 16% 13% 12%

Notes:
(1) For the three months ended September 30, 20840st of revenushare payments received by Customer C were lesslitd

Sale of Domain— In June 2014, the Company executed a transaittisall a domain name of its legacy business. ke s
amounted to $1.0 million and the entire amount keasrded as a gain on the sale in the consolida&tement of operations during the
second quarter of 2014.

Rights Plan— On July 14, 2014 the board of directors declaeividend of one preferred share purchase rigtRight”) for each
outstanding share of the Company’s common stockadogted a stockholder rights plan (the “RightsBlarhe dividend was paid on July
14, 2014 to the stockholders of record at the ctddmisiness on that date. Each Right allows itddrao purchase from the Company one
one-hundredth of a share of Series A Junior Pp#titig Preferred Stock (a “ Series A Junior Pref@i$hare”) for $10.00 per share (the
“Exercise Price”), if the Rights become exercisalbleis portion of a Series A Junior Preferred Shetkegive the stockholder approximately
the same dividend, voting, and liquidation righgsasmuld one share of common stock. Prior to exert¢ie Right does not give its holder any
dividend, voting, or liquidation rights. On July,12014, in conjunction with the adoption of the RigPlan, the Company designated
2,000,000 shares of its Preferred Stock as Serigfor Participating Preferred Stock.

The Rights will not be exercisable until 10 dayterafhe public announcement that a person or ghaggbecome an “Acquiring
Person” by obtaining beneficial ownership of 10%rmre of the Company’s outstanding common stook {Bistribution Date”). If a person
or group becomes an Acquiring Person, each Righentitle its holder (other than such Acquiringr&an) to purchase for $10.@@r share,
number of shares of the Company’s common stocknlgaximarket value of twice such price based omtheket price of the common stock
prior to such acquisition. Additionally, if the Cgamny is acquired in a merger or similar transactiftar the Distribution Date, each Right v
entitle its holder (other than such Acquiring Pe)sio purchase for $10.00 per share, a numberayestof the acquiring corporation with a
market value of $20.00 per share based on the arike of the acquiring corporation’s stock, priorsuch merger. In addition, at any time
after a person or group becomes an Acquiring Peladrbefore such Acquiring Person or group owB8650r more of the Company’s
common stock, the board of directors may exchamgesbare of the Company’s common stock for eacstanding Right (other than Rights
owned by such Acquiring Person, which would haveob®e void). An Acquiring Person will not be entitlo exercise the Rights.

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

Reduction In Workforce — On September 28, 2014, the Company's board e€tirs approved a cost reduction plan. The plan
involves a reduction in the Company’s workforcedpproximately 70 employees. The pretax severanagetand outplacement services
resulting from the reduction in workforce, combingith the Company's separation from its former €Qiperating Officer, amounted t$1.3
million. Of the $1.3 million in costs, $0.5 milliomas recorded to research and development, $0lidmiVas recorded to sales and marketing
and $0.6 million was recorded to general and adstrative in the accompanying statement of operatfonthe three and nine months ended
September 30, 2014. As of September 30, 2014, r$illibn of the reduction in workforce costs remainaccrued expenses and other current
liabilities on the condensed consolidated balaheets
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Recent Accounting Pronouncements— In May 2014, the Financial Accounting Standardsisl ("FASB") issued Accounting
Standards Update No. 2014-09 (ASU 2014-09) "Revémume Contracts with Customers."” ASU 2014-09 supees the revenue recognition
requirements in “Revenue Recognition (Topic 60%)d aequires entities to recognize revenue wheaaiitsfers promised goods or services to
customers in an amount that reflects the consider& which the entity expects to be entitledrt@kchange for those goods or services.
2014-09 is effective for annual reporting periodginning after December 15, 2016, including intepianiods within that reporting period.
Early adoption is not permitted. The Company igently in the process of evaluating the impactatieption of ASU 2014-09 will have on
the consolidated financial statements.

2. Investments and Fair Value Measurements

In July 2013, the Company made a $hillion investment (in the form of a convertibleopnissory note) in a privately held Delaw
corporation called Blazer and Flip Flops, Inc.B&FF (doing business as The Experience Engine). B&Fa professional services company
whose principals have experience integrating ittauers' systems with their consumers' devicekjdig smartphones and tablets.

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

The provisions of the FASB Accounting Standard @oatiion (“ASC”) 820,Fair Value Measurements and Disclosurestablish a
framework for measuring the fair value in accordawith U.S. GAAP and establish a hierarchy tha¢gatizes and prioritizes the sources to
be used to estimate fair value as follows:

Level 1- Level 1 inputs are defined as observable inputs sis quoted prices in active markets.

Level 2- Level 2 inputs include quoted prices for siméasets and liabilities in active markets, quotécegrfor identical or similar
assets or liabilities in markets that are not a&gtimputs other than quoted prices that are obblrfar the asset or liability (interest rates,|¢
curves, etc.), and inputs that are derived priflsifieom or corroborated by observable market dataorrelation or other means (market
corroborated inputs).

Level 3- Level 3 inputs are unobservable inputs that ceflee Company’s determination of assumptionsthetket participants
would use in pricing the asset or liability. Thésguts are developed based on the best informatiailable, including the Company’s own
data.

The Company classifies its investment in B&FF withevel 3 because it is valued using unobservaigets. As of September 30,
2014, the estimated fair value is equal to they@agramount, which was the purchase price of $1illlom.

3. Property and Equipment—Net

Property and equipment, net consisted of the falgw

December 31, September 30,
2013 2014
(in thousands)
Computer equipment (1) $ 19,36 $ 20,92(
Computer software 4,62¢ 5,241
Furniture and fixtures 1,63¢ 1,772
Leasehold improvements 1,044 1,232
Work in process (primarily software developmenttsps 3,89¢ 6,14¢
Other 173 173
30,73( 35,48¢
Less accumulated depreciation (2) (16,645 (29,950
Total property and equipment—net $ 14,08 $ 15,53¢
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Notes:

(1) Includes equipment under capital lease ohbigatof $5.3 million and $6.7 million as of DecemBé&, 2013 and September 30, 2014 ,
respectively.

(2) Includes $2.1 million and $3.0 million of acoulated depreciation of equipment under capitaldsas of December 31, 2013 and
September 30, 2014 , respectively.

4. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities isted of the following:

December 31,

2013 September 30, 2014

(in thousands)
Accrued compensation $ 2,781 $ 4,06¢
Accrued content fees 58C 1,30(C
Unearned revenue on contracts 247 41C
Other 1,56: 1,27¢
Total $ 5177 $ 7,05(

5. Information About Segment and Geographic Areas

Operating segments are components of the Companigich separate financial information is availattlat is evaluated regularly |
the Company'’s chief operating decision maker inidlag how to allocate resources and in assessirfgrpgance. The chief operating
decision maker for the Company is the Chief Exeeu@fficer. The Chief Executive Officer reviewsdincial information presented on a tc
Company basis, accompanied by information abowgme& by major service line for purposes of allogatesources and evaluating financial
performance. Profitability measures by service ine not routinely prepared or used. The Compasyha business activity and there are no
segment managers who are held accountable fortapesaoperating results or plans for levels or porents below the Company level.
Accordingly, the Company has determined that itdnasgle reporting segment and operating unicaire.

The following table sets forth revenue and longdivtangible assets by geographic area:

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014
(in thousands) (in thousands)
Revenue
United States $ 26,38¢ $ 26,07C % 81,88! $ 75,17
International 165 161 51¢ 49€
Total revenue $ 26,55 $ 26,23. $ 82,40 $ 75,67(
December 31, September 30,
2013 2014

(in thousands)
Long-lived tangible assets

United States $ 13,82 $ 15,04(
Canada — 411
International 26C 85

Total long-lived tangible assets $ 14,08t $ 15,53¢




6. Commitments and Contingencies

Contract Commitments — The Company is obligated to make payments undeows contracts with vendors and other business
partners, principally for revenue-share and condergtngements. Contract commitments as of Septe8ih@014 are summarized as follows:

Year ending December 31: (in thousands)

2014 (remaining three months) $ 1,28¢
2015 1,63(
2016 1,08(
2017 36C
2018 —
Due after 5 years —
Total contract commitments $ 4,35¢

Teknision Acquisition — The balance of the approximately $1.0 millionghase price to acquire the assets of Teknision, Inc
("Teknision") is due in May 2015 unless such amasimtffset in satisfaction of certain indemnificatiobligations of Teknision. The
remaining payment of $0.5 million is recorded icraed expenses and other current liabilities orctrelensed consolidated balance sheet.

Litigation — From time to time, the Company is a party to legdions. In the opinion of management, the outeaithese matters
is not expected to have a material impact on timsalaated financial statements of the Company.

7. Equity

Common Stock— Effective on February 15, 2012, the Company’srad directors and stockholders approved the Fftiended
and Restated Certificate of Incorporation. Theltotanber of common shares that the Company is aatitbto issue is 100,000,000 with a
par value of $0.01 per share.

Preferred Stock— Effective on February 15, 2012, the Company’srtdad directors and stockholders approved the Fftiended
and Restated Certificate of Incorporation. Theltotanber of preferred shares that the Companytisoaized to issue is 10,000,0@0th a pa
value of $0.01 per share, 2,000,@d@vhich have been designated as Series A Juniticipating Preferred Stock pursuant to the Ridgemn.
Nonehave been issued to date.
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Stock Repurchases— Effective February 26, 2014 the board of direstpproved a Stock Repurchase Program, which azeisaax
repurchase of up to $5.0 million worth of the Comya outstanding common stock. The Stock RepurcResgram has no expiration date,
and may be suspended or discontinued at any tinfutinotice. The Company repurchased all sharésaash resources.

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

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014
Shares of common stock repurchased — — — 229,05(
Value of common stock repurchased (in thousands) $ — 8 — % — 8 562

Withhold to Cover — During the nine months ended September 30, 28d#ain employees, in lieu of paying withholdingea on
the vesting of certain shares of restricted staeétirds, authorized the withholding of 3,603 sharfas® Company's common stock to satisfy
their minimum statutory tax withholding requiremeng¢lated to such vesting. These shares were ettasltreasury stock using the cost
method at the per share closing price on the datesting. No shares of the Company's common siaale withheld to cover minimum
statutory tax withholding requirements during tleermonths ended September 30, 2013.

8. Stock-based Compensation

The fair value of each stock option was determioiedhe date of grant using the Black-Scholes optigeing model, and stockase!
compensation is recorded over the requisite sepec®d. The Company recorded $0.7 million and $dilfon of stock-based compensation
expense for the three months ended September 38,82@ 2014 , respectively. Stock-based compemsttiche nine months ended
September 30, 2013 and 2014 amounted to $1.9 méliw $2.8 million, respectively. No income tax aiettbn is allowed for incentive stock
options ("ISOs"). Accordingly, ndeferred income tax asset is recorded for the piateéax deduction related to these options. Expertatec
to stock option grants of non-qualified stock opid"NSOs") result in a temporary difference, whiies rise to a deferred tax asset.

Total stock-based compensation expense includéttiaccompanying condensed consolidated statemfoperations for the
periods presented, is as follows :

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014

(in thousands) (in thousands)
Research and development $ 318 $ 691 $ 86C $ 1,392
Sales and marketing 97 12¢ 24¢ 361
General and administrative 26¢& 40€ 753 1,001
Total stock-based compensation expense $ 68: % 1,22¢ $ 1,86z $ 2,75¢
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Stock Option Activity — A summary of the stock option activity for them@eimonths ended September 30, 2014 is presentad:bel

Weighted
Weighted Average
Number of Average Aggregate Remaining
Stock Exercise Intrinsic Value Contractual
Options Price (in thousands) Term (in years)
Outstanding—January 1, 2014 5,770,16: $ 3.8¢
Granted (1) 4,972,89" $ 2.5¢
Exercised (236,75) $ 0.2€
Forfeited (1) (2,978,76) $ 4.5(C
Outstanding—September 30, 2014 7,527,541 $ 288 % 287 7.17
Vested and expected to vest—September 30, 2014 6,869,531 § 28¢ % 28z 6.97
Vested and exercisable—September 30, 2014 3,341,87 ¢ 31 $ 281 4.55
Note:

(1) The number of options granted and forfeitedudes options cancelled and replaced in conjunctiitin the modifications
described below.

Aggregate intrinsic value represents the differdmetsveen the Company’s closing stock price of@simon stock and the exercise
price of outstanding, in-the-money options. The @any’s closing stock price as reported on the NAgD#s of September 30, 2014 was
$1.91 per share. The total intrinsic value of apgiexercised for the three months ended Septendh@024 was minor and total intrinsic
value of options exercised for the nine months drigleptember 30, 2014 amounted to $0iion. The weighted average fair value of opti
issued, excluding the options issued as replacememiie modifications below, during the nine maenéinded September 30, 2014 amounted
to $1.32 .

As of September 30, 2014 , the unrecognized congpienscost related to non-vested options grantadywhich vesting is probable,
under the plan was approximately $6.8 million. Td¢ost is expected to be recognized over a weightedage period of 2.9 years . The total
fair value of shares vested was $1.3 million fa tine months ended September 30, 2014 .

Option Modifications — Pursuant to the transition agreement the Compatsred into in March 2014 with Ronald Frankel, its
former President and CEO, 752,725 of Mr. Franlagdons to purchase common stock of the Companyg wardified to accelerate vesting
for options that would have otherwise been fortédering the transition period to the beginnindtaf transition period ("Transition Date"),
and the period options are exercisable is now dniee of the third anniversary of the TransitioatP or the original 10 year contractual term
of each option. The total incremental expense tieguirom Mr. Frankel's modification is $0.2 miltio

Effective August 4, 2014, the compensation committethe Company's board of directors agreed toifypadl outstanding
employee options with an exercise price of $3.00spare or greater, other than options held bycthire and executive officers, by resetting
the exercise price per share to the closing prickeoCompany's common stock on August 4, 2014a fesult of the modification, 203
employees had a total of 1,547,382 options resah texercise price of $2.38 per share. The totaémental compensation expense resulting
from the August 2014 modification is $0.6 millidburing the three and nine months ended Septemh&03@, the Company recorded $0.3
million expense related to the modification. Thmaéning expense will be recorded over the remainéaiisite service period.

Non-plan Option Grant — On August 4, 2014, the Company appointed Himdské3as President and CEO of the Company. In

conjunction with the effective date of Mr. Bhisétst day of employment, and as part of Mr. Bhismimpensation, the Company awarded
Bhise options to purchase 2,001,338 shares of timep@ny's common stock with an exercise price @&per share.
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RSU Activity — A summary of RSU activity for the nine months ed&eptember 30, 2014 , is as follows:

Weighted-Average

Number of Grant Date Fair
Shares Value
Unvested—January 1, 2014 45,00 $ 5.4¢€
Granted 913,63¢ $ 2.22
Released (10,250 $ 5.64
Forfeited (39,000 $ 2.7C
Unvested—September 30, 2014 909,38t % 2.32
Expected to vest—September 30, 2014 825,60¢ g 2.45

As of September 30, 2014 , total unrecognized corsgieon cost, adjusted for estimated forfeiturelted to RSUs was
approximately $2.1 million, which is expected torbeognized over the next 2.9 years.

9. Investment in Equity Interest

In March 2013, the Company entered into a JointtMenAgreement, pursuant to which it owns 50% efdhtstanding common
stock and 100% of the preferred stock of Synacan&h.td., or the JV Company. The Company has agre@rovide up to $2.0 million in
funding to the JV Company over the two -year pefahbwing the initial funding. The Company providi&0.9 million of funding to the JV
Company during the year ended December 31, 20H3$@u6 million of funding during the nine monthsded September 30, 2014. The JV
Company will, through its wholly foreign-owned sidiary in the People's Republic of China (the “PRGuUpply start experiences,
authentication and aggregation solutions for tHvelg/ of online content and services to custonmerthe PRC.

The investment in the JV Company is being accoufttedsing the equity method and is classifiedragaestment in equity interest
on the Company’s condensed consolidated balanegssiieghe Company records its share of the restitteeaV Company within earnings in
equity interest. Because the Company provided ypadirbf the capital to form the JV Company, then@@any has recorded 100% of the lo:
incurred by the JV Company within loss in equitiehest in the condensed consolidated statememgesitions. Since acquiring its interes
the JV Company in 2013, the Company has recordeaibdumulated deficit, cumulative losses in equitgrest of $1.4 million.

The following tables represents summarized findniefarmation of the JV Company for the three amgermonths ended
September 30, 2013 and 2014 , and as of Decemb@033 and September 30, 2014

Three Months Ended Nine Months Ended
September 30, September 30,
2013 2014 2013 2014
(in thousands) (in thousands)
Revenue $ — % — 8 — 3 —
Loss from operations (220 (239 (319 (829
Net loss $ (1200 $ 239 $ (319 $ (829
December 31, September 30,
2013 2014
(in thousands)
Total assets $ 44z % 21¢
Total liabilities $ 77 % 77

10. Net Income (Loss) Per Common Share Data

Basic net income (loss) per share is computed ubimgveighted-average number of common sharesamdlisty during the period.
Diluted net income (loss) per share is computedguie weighted-average number of common sharesfatitilitive, potential common
shares outstanding during the period. The Compamtantial common shares consist of the incremeatadmon shares issuable upon the
exercise of stock options, and to a lesser exéhiaties issuable upon the release

11






Table of Contents

of RSUs. The dilutive effect of these potential coom shares is reflected in diluted earnings pereshy application of the treasury stock
method.

The following table presents the calculation ofibasid diluted net loss per share for the threeramel month periods ended
September 30, 2013 and 2014 :

Three Months Ended, Nine Months Ended,
September 30, September 30,

2013 2014 2013 2014

(in thousands, except share and per share data)
Basic net loss per share:

Numerator:

Net loss $ (832) $ (2,590 $ (1,539 $ (6,515)
Denominator:

Weighted-average common shares outstanding 27,333,69 27,378,29 27,293,89 27,391,15
Basic net loss per share $ (0.09 $ 0.09 $ (0.06) $ (0.24)

Diluted net loss per share:

Numerator:

Net loss $ (832) $ (2,596 $ (1,539 $ (6,515
Denominator:

Number of shares used in basic calculation 27,333,69 27,378,29 27,293,89 27,391,15

Add weighted-average effect of dilutive weties:

None — — — —
Number of shares used in diluted calculation 27,333,69 27,378,29 27,293,89 27,391,15
Diluted net loss per share $ (0.09) $ (0.09 $ (0.06) $ (0.29)

The following equivalent shares were excluded fthencalculation of diluted net loss per share beedheir effect would have been
anti-dilutive for the periods presented:

Three Months Ended, Nine Months Ended
September 30, September 30,
2013 2014 2013 2014
Antidilutive equity awards:
Stock options and RSUs 5,529,38! 8,436,92i 5,529,38i 8,436,92i
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11. Subsequent Events

Amendment to Loan Agreement— On October 28, 2014, the Company entered intdé-ite¢ Amendment to the Loan and Security
Agreement (the “Amendment”) with Silicon Valley Ba(i'SVB"), which amends the financial covenants a&edtain definitions that are used
in the financial covenants of the Loan and Secuxilyeement dated as of September 27, 2013 (theah lagreement”). The changes to
financial covenants and certain definitions aredff’e September 30, 2014.

The Loan Agreement provides for a $10.0 millionused revolving line of credit with a stated matyidiate of September 27, 2015.
The secured revolving credit facility is availabde cash borrowings and is subject to a borrowmgniula based upon eligible accounts
receivable. Borrowings under the Loan Agreement bearest, at the Company’s election, at an anratal of either 0.50% above the “prime
rate” as published in The Wall Street Journal Q@R for the relevant period plus 3.00% . The Logme®ment is secured by a first priority
security interest in all the Company’s assets uidiclg its intellectual property. As of Septembey 3014 and through the date of this filing,
the Company is in compliance with its covenantsauride Loan Agreement.

Board of Directors Appointment — Effective October 28, 2014, the board of direstappointed Scott Murphy as a director of the
Company. This appointment fills the one remainiagancy on the Company's board of directors. Mrcgtiy will be a Class Il director and
serve in this role until the 2017 annual meetingtotkholders. Mr. Murphy was also appointed toahdit committee. Consistent with the
Company’s non-employee director compensation pphy Murphy will receive annual cash retainers ligs service on the board and the
audit committee and an initial stock option grain5®,000 shares.
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Item 2. Management’s Discussion and Analysis of Financial @dition and Results of Operations

This quarterly report on Form 10-Q contains “forddwmoking statements” within the meaning of Secttdic of the Securities
Exchange Act of 1934, as amended. In addition, &g make other written and oral communications ftome to time that contain such
statements. Forward-looking statements includestants as to industry trends and future expecgtibours and other matters that do not
relate strictly to historical facts. These stateta@me often identified by the use of words suctnesy,” “expect,” “believe,” “anticipate,”
“intend,” “could,” “estimate,” or “continue,” andrmilar expressions or variations. These statemamtdased on the beliefs and assumptions
of our management based on information currentiflable to management. Such forward-looking statémare subject to risks,
uncertainties and other factors that could causebhresults and the timing of certain events féedimaterially from future results expressed
or implied by such forward-looking statements. Ehssward-looking statements include statementhimltem 2, “Management’s
Discussion and Analysis of Financial Condition &websults of Operations.” Factors that could causmatribute to such differences include,
but are not limited to, those identified below, @hdse discussed in the section titled “Risk Fattorcluded elsewhere in this Form 10-Q and
in our other Securities and Exchange Commissiamg8l, including our Annual Report on Form 10-K fbe fiscal year ended December 31,
2013 (as amended). Furthermore, such forward-lgpkiatements speak only as of the date of thigtreye undertake no obligation to
update any forward-looking statements to refleetgs or circumstances after the date of such seatm

”

The following discussion and analysis of our finahcondition and results of operations should kad in conjunction with the condensed
consolidated financial statements and related ntdteseto appearing elsewhere in this Form 10-Q waitth the consolidated financial
statements and notes thereto and management’ssdiscuand analysis of financial condition and réswif operation appearing in our
Annual Report on Form -K for the fiscal year ended December 31, 2013afasnded).

Overview

We are a leading provider of start experiencestfetges and homescreens), TV Everywhere, Identidpddement (IDM) and
various cloud-based services across multiple devfimecable, satellite, telecom and consumer elaits companies. For these customers, we
are also a leading provider of authentication aggtegation solutions enabling the delivery of peedized online content. Our technology
allows our customers to package a wide array afgelized online content and cloud-based servidistieir high-speed Internet,
communications, television and other offerings. @ustomers offer our services under their own tsandinternet-enabled devices such as
PCs, tablets, smartphones and connected TVs.

We generate revenue from search and display adiveytnd by charging subscriber-based fees foicg=nand products delivered
through our start experiences. Our results areedrprimarily by our customer mix, the product aadv/ge mix preferences of those custor
and the pricing of those products and servicesg@ferate the majority of our revenue from searchdisplay advertising on our start
experiences, which comprise consurfaring components of our technology. Adding newt@orers with large consumer bases and expa
of our relationships with existing customers haigtdrnically resulted in an increasing shift in sawvenue mix towards search and display
advertising revenue. Growth in our business (thnogigpwth in search and display advertising reveiidependent on new customers
adopting our solutions and their respective consahuse of our start experiences ramping up asritestbelow. Increases in search and
display advertising revenue are largely driven bymodel of sharing a portion of this search angkaising revenue with our customers. As
we expand our cloud-based and value added semwifsrings, we expect to generate increased sulesebiised revenue from our customers.

For the three and nine months ended Septembei03@,,X5earch and display advertising revenue wa$38illion and $59.0
million, a decrease of 2% and 11% compared to $20lbn and $66.4 million for the three and ninemths ended September 30, 2013 .
Over the same periods, our unique visitors dectebgd% and 6%, respectively, our search queriesedsed by 25% and 26%, respectively,
and our advertising impressions increased by 1%dandeased by 13%, respectively. Search revenueatss by $3.1 million and $8.6
million for the three and nine months ended Septar3b, 2014 compared to the same periods endediBbet 30, 2013 . We believe a
material portion of the decrease in revenue wagaltiee placement of our start experiences onghersl tab of the default Windows 8
Internet browser by our consumer electronics custenin addition, we believe the decrease wasalmmer search activity associated with
the increased usage of other devices such asdaridtsmartphones generally across the consumerbaplay advertising revenue increa
by $2.8 million and $1.1 million for the three amicie months ended September 30, 2014 comparee &athe periods ended September 30,
2013 as a result of increased engagement and piaterhvideo-based advertising. These increases wféset by pricing changes in one of
our customer contracts, another customer’s impléatiem of more secure webmail, which affected daility to insert display advertising on
that customer’s webmail site, and operational ckarig practices and policies for display advergjsie anticipate video-based advertising
may become an increasing percentage of our adwgrtisvenue which may also serve to increase owgréiding cost per thousand
impressions (referred to as cost per mille, or
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CPMs). We also anticipate that the signing, anddaing, of new customers and our mobile produtiaitives will likely help add new search
and display advertising revenue in future years.

Our subscriber-based revenue consists of fees ethdog the use of our proprietary technology andtie use of, or access to,
services, such as e-mail, security, TV Everywhendine games, music and other value added sersinggaid content. During the three and
nine months ended September 30, 2014 , subscrédsedlrevenue was $5.7 million and $16.7 millionreases of 1% and 4% compared to
$5.6 million and $16.0 million for the three andi@imonths ended September 30, 2013 . This increasenarily driven by growth in
adoption of our TV Everywhere services by our costrs. We believe there are opportunities to geeeraiv sources of subscriber-based
revenue, such as the introduction of new value éddevices, including those delivered on smartph@mel tablets. We believe that the
variety of value added services and the introdnotibnew value added services will also drive iased search and display advertising
revenue.

As we obtain new customers and those new custamtessiuce our start experiences to their consumessexpect that usage of our
solutions and our revenue from our start experignaéncrease over time. There are a variety afama for this ramp-up period. For example,
a new customer may migrate its consumers fronxittiag technology to our technology over a perddime. Moreover, a new customer
may initially launch a selection of our servicesl gmoducts, rather than our entire suite of offgsirand subsequently broaden their service
and product offerings over time. When a customendaes a new service or product, marketing and ptiomal activities may be required to
generate awareness and interest among consumarsh@ad display advertising revenue typically gg@ignificantly during the first one to
three years after a customer launch, although tteerébe notable variances from customer to custohtereafter, changes in revenue tend to
mirror changes in the consumer base of the appicalstomer.

For the three and nine months ended Septembe03@,,2ve derived revenue from over 50 customerth, kgivenue attributable to
four customers, CenturyLink, Inc. or CenturyLinkdiuding revenue attributable to Qwest Communicetimternational, Inc., or Qwest,
which merged with CenturyLink in April 2011), ChartCommunications Inc., or Charter, Verizon Corpa&ervices Group, Inc., or Veriz(
and Toshiba America Information Systems, Inc., oshiiba, together accounting for approximately 68fb &7% of our revenue for the three
and nine months ended September 30, 2014 , or $1ilién and $50.4 million, respectively. One oé#e customers accounted for 20% or
more of revenue in such periods, and revenue at#tfite to each of the other three customers aceduot more than 10% in such periods.

Revenue attributable to our customers includestiscriber-based revenue earned directly from themyell as the search and
display advertising revenue generated through @ationships with our search and display advedigartners (such as Google Inc., or
Google, for search advertising and advertising néte; advertising agencies and advertisers folayspdvertising). This revenue is
attributable to our customers because it is prodifican the traffic on our start experiences. Themsktners provide us with advertisements
we then deliver with search results and other atrta our start experiences. Since our search aisingr partner, Google, and our advertis
network partners generate their revenue by sellinge advertisements, we create a revenue stragaimefe partners. In the three and nine
months ended September 30, 2014 , search advgrisiough our relationship with Google generategraximately 39% and 45% of our
revenue, or $10.3 million and $34.2 million (allwhich was attributable to our customers).

The initiatives described below under “Key Initiegs” are expected to contribute to our ability taimtain and grow revenue and
return to profitability via increases in advertgirevenue, increases in customers and our conseaeh, including international customers
and consumers, and increases in availability oflpcts across more devices. We expect the periadhich we experience a return on future
investments in each of these initiatives to diffesr example, more direct advertising at higher GRWuld be expected to have an immed
and direct impact on profitability while expansiomo international markets may require an investntieat involves a longer term return. We
intend to utilize a portion of our cash and cashiwlents to improve our ability to achieve corsigtprofitability in the future by enhancing
our technology and our systems capabilities to neffieiently support our customers, develop newdpicis and features and report upon,
analyze and manage the financial performance dbtiseness.

Key Initiatives
We are focused on several key initiatives to douebusiness:
» instill operating discipline and get Synacor baoksound financial footin
* increase value for existing customers by optimizingsumer experience and monetiza
e innovate on Synacor-aspdatform for advanced servic

e win new customers in current and related verticahs
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» extend product portfolio into emerging growth ar
Key Business Metrics

In addition to the line items in our consolidatethhcial statements, we regularly review a numibérusiness metrics related to
Internet traffic and search and display advertistngvaluate our business, determine the allocatioasources and make decisions regarding
business strategies. We believe disclosing thesgamés useful for investors and analysts to ustierd the underlying trends in our business.
The following table summarizes our key businesgiogtwhich are unaudited, for the three and nioatims ended September 30, 2013 and
2014 :

Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 2013 2014
Key Business Metrics:
Unique Visitors (1) 19,373,16 18,382,37 19,773,43 18,667,73
Search Queries (2) 165,556,90 124,737,94 554,226,88 408,108,30
Advertising Impressions (3) 9,518,576,26 9,655,536,25 31,294,537,57 27,139,904,2C

Notes:
(1) Reflects the number of unigue visitors to our staferiences computed on an average monthly basisydthe applicable peric
(2) Reflects the total number of search queries duthiegapplicable perio
(3) Reflects the total number of advertising impressidaring the applicable peric

Unique Visitors

We define unique visitors as consumers who havtedi®ne of our start experiences at least onciaglar particular time period. W
rely on comScore to provide this data. comScorieness this data based on the U.S. portion ofritermet activity of its worldwide panel of
consumers and its proprietary data collection netho

Search Queries

We define search queries as the number of instanaeisich a consumer entered a query into a sdaaclon our start experiences
during a particular time period. We rely on repdrtsn our search partner, Google, to measure thgbeu of such instances.

Advertising I mpressions

We define advertising impressions as graphicatuthor video paid advertisements displayed to aoress on our start experiences
during a particular time period. We rely on repdrtsn technology and advertising partners, inclgddoubleClick (a division of Google), to
measure the number of advertising impressions efeldon our platform.

Components of our Results of Operations
Revenue

We derive our revenue from two categories: revegereerated from search and display advertisingitiesvand subscriber-based
revenue, each of which is described below. We teoar search and display advertising revenue awssdasis, which includes the net
amount received from Google under our agreemetht thvém.
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The following table shows the revenue in each aatedoth in amount and as a percentage of revdauthe three and nine months
ended September 30, 2013 and 2014 :

Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 2013 2014
(in thousands) (in thousands)

Revenue:

Search and display advertising $ 20,94:  $ 20,57 % 66,42¢ $ 59,00(

Subscriber-based 5,601 5,66( 15,97: 16,67(
Total revenue $ 26,55, $ 26,23 % 82,40: $ 75,67(
Percentage of revenue:

Search and display advertising 79% 78% 81% 78%

Subscriber-based 21 22 19 22
Total revenue 100% 100% 100% 100%

Search and Display Advertising Revenue
We use Internet search and display advertisingteegate revenue from the traffic on our start erpees.

* Inthe case of search advertising, we have emas-sharing relationship with Google, pursuanthich we include a Google-
branded search tool on our start experiences. \@lwmmsumer makes a search query using this toalelixer the query to
Google and they return search results to consuthatsnclude advertiser-sponsored links. If theszoner clicks on a sponsored
link, Google receives payment from the sponsohaf tink and shares a portion of that payment withwhich we in turn share
with the applicable customer. The net payment weive from Google is recognized as revenue.

* We generate display advertising revenue whesumers view or click on a text, graphic or videosaatisement that was
delivered on a Synacor-operated start experieneefiur advertising inventory with advertisemgsourced by our direct
salesforce, independent advertising sales repaserg and advertising network partners. Revenugbeacalculated differentl
depending on our agreements with our advertisetiseoagreements between our advertising netwotk@arand their
advertisers. It may be calculated on a cost pergsgion basis, which means the advertiser paysl lmsthe number of times
advertisements appear, or a cost per action bhaksish means that an advertiser pays when a conspentarms an action after
engaging one of its advertisements, or on a fieeddfasis. Historically only a small percentagewfdisplay advertising reven
has been calculated on a cost per action basisent fee basis.

Subscriber-Based Revenue

We define subscriber-based revenue as subscrifgtgmand other fees that we receive from our custerfor the use of our
proprietary technology and the use of, or access-tnail, TV Everywhere, security, games and ofiegvices, including value added services
and paid content. Monthly subscriber levels tygyctdrm the basis for calculating and generatingssuiber-based revenue. They are
generally determined by multiplying a per-subsariber-month fee by the number of subscribers uliegparticular services being offered or
consumed. In other cases, the fee is fixed. Wegrdze revenue from our customers as the servideligered.

Costs and Expenses
Cost of Revenue

Cost of revenue consists of revenue sharing, coatuisition costs and co-location facility coRgvenue sharing consists of
amounts accrued and paid to our customers forafficton the start experiences we operate for thehresults in the generation of search
and display advertising revenue. The revenue-shagneements with our customers are primarily tdei@ayments based on a percentage of
the search and display advertising revenue. Coatqisition agreements may be based on a fixechealyschedule, on the number of
subscribers per month, or a combination of botkeéripayment agreements are expensed over the &fimedl in the agreement. Agreements
based on the number of subscribers are expensadnumthly basis. Co-location facility costs consistent and operating costs for our data
center facilities.

Research and Developme
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Research and development expenses consist prinbdglympensation-related expenses incurred fod#évelopment of,
enhancements to, and maintenance and operatiam ¢échnology and related infrastructure.

Sales and Marketing

Sales and marketing expenses consist primarilpwfpensation-related expenses to our direct satbsnanketing personnel, as well
as costs related to advertising, industry confezsnpromotional materials and other sales and riagkprograms. Advertising cost is
expensed as incurred.

General and Administrative

General and administrative expenses consist piliynafrcompensation-related expenses for executimaagement, finance,
accounting, human resources and other administrédivctions.

Depreciation

Depreciation includes depreciation of our comphtadware and software, furniture and fixtures, ébasd improvements and other
property, as well as depreciation on capital leassets.

Other Expense
Other expense consists primarily of interest inceamed and foreign exchange gains and losses.
Interest Expens
Interest expense primarily consists of expensescaged with our capital leases.
Benefit for Income Taxe
Income tax benefit consists of federal and staterire taxes in the United States and taxes in ogudagign jurisdictions.
Loss in Equity Interes

Loss in equity interest represents our percentagesof losses in investments in entities in whighcan exercise significant
influence, but do not own a majority equity intéresotherwise control.

Critical Accounting Policies and Estimates

Our discussion and analysis of our financial caaditind results of operations is based upon oul@osed consolidated financial
statements, which have been prepared in accordeitité&).S. GAAP. The preparation of these condersetsolidated financial statements
requires us to make estimates, judgments and assunsthat affect the reported amounts of assiatsijities, revenue and expenses, and the
related disclosure of contingent assets and ltasliWe base our estimates on historical expegiancl on various other assumptions that we
believe are reasonable under the circumstancese€innates form the basis for our judgments abdwutarrying values of assets and
liabilities that are not readily apparent from atheurces. Actual results may differ from theséneestes.

An accounting policy is considered to be critidat requires an accounting estimate to be madedas assumptions about matters
that are highly uncertain at the time the estinmteade, and if different estimates that reasonablyd have been used, or changes in the
accounting estimate that are reasonably likelycmug could materially impact the condensed codatdid financial statements. We believe
that our critical accounting policies reflect thenma significant estimates and assumptions usdtkipteparation of the condensed
consolidated financial statements.

For a discussion of our critical accounting pokicéd estimates, see “Critical Accounting Polieied Estimates” included in our
Annual Report on Form 10-K for the year ended Ddmamn31, 2013 (as amended) under the caption “Maneggs Discussion and Analysis
of Financial Condition and Results of Operatio8 have made no significant changes to our criicabunting policies and estimates from
those described in our Annual Report on Form 1@ikitie year ended December 31, 2013 (as amended).

Adjusted EBITDA

To provide investors with additional informatiorgegding our financial results, we have disclosetthiwithis Quarterly Report on
Form 10-Q adjusted EBITDA, a non-GAAP financial ma@. We have provided a reconciliation below gfistdéd EBITDA to net loss, the
most directly comparable GAAP financial measure.

18




Table of Contents

We have included adjusted EBITDA in this Quartégport on Form 10-Q because it is a key measuitlseur management and
board of directors to understand and evaluate o gperating performance and trends, to prepat@pprove our annual budget and to
develop short- and long-term operational plangdrticular, the exclusion of certain expenses loutating adjusted EBITDA can provide a
useful measure for period-to-period comparisonsusfcore business. Additionally, adjusted EBITDAuikey financial measure used by the
compensation committee of our board of directorsoinnection with the payment of bonuses to our @tkee officers. Accordingly, we
believe that adjusted EBITDA provides useful infatian to investors and others in understandingeaaduating our operating results in the
same manner as our management and board of dsector

Our use of adjusted EBITDA has limitations as aalyital tool, and you should not consider it inl&ion or as a substitute for
analysis of our results as reported under U.S. GAZdMe of these limitations are:

» although depreciation is a non-cash chargeasisets being depreciated may have to be repladkd foture, and adjusted
EBITDA does not reflect capital expenditure reqoients for such replacements or for new capital edipere requirements;

» adjusted EBITDA does not reflect changes in, ohaasguirements for, our working capital net
» adjusted EBITDA does not consider the poterytidilutive impact of equitypased compensatic
» adjusted EBITDA does not reflect tax payments thay represent a reduction in cash available tane

» other companies, including companies in our gy may calculate adjusted EBITDA differently, isfnreduces its usefulness
as a comparative measure.

Because of these limitations, you should consid@grsted EBITDA alongside other financial performamseasures, including
various cash flow metrics, net loss and our oth&. GAAP results. The following table presents@neiliation of adjusted EBITDA to net
loss for each of the periods indicated:

Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 2013 2014
(in thousands) (in thousands)

Reconciliation of Adjusted EBITDA:

Net loss $ (832 $ (2,596 $ (1,539 $ (6,515
Benefit for income taxes (260) (1,289 (44€) (2,619
Interest expense 39 75 14C 18¢€
Other 15 14 30 —
Depreciation 1,11¢ 1,13: 3,387 3,30¢
Stock-based compensation 683 1,22¢ 1,862 2,75¢
Loss on equity interest 12C 23¢ 314 82¢
Gain on sale of domain — — — (2,000
Reduction in workforce severance and related costs — 1,26( — 1,26(
Adjusted EBITDA $ 884 $ 63 $ 3,74¢ % (1,797
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Results of Operations

The following tables set forth our results of opienas for the periods presented in amount and@@entage of revenue for those
periods. The period to period comparison of finahsults is not necessarily indicative of futtesults.

Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 2013 2014
(in thousands) (in thousands)
Revenue $ 26,55. $ 26,23 % 82,40: $ 75,67(
Costs and operating expenses:
Cost of revenue (1) 14,08: 14,38¢ 43,86¢ 41,40:
Research and development (1)(2) 7,40¢ 7,571 21,54¢ 22,18¢
Sales and marketing (2) 2,05¢ 2,601 6,332 7,19¢
General and administrative (1)(2) 2,80t 4,09( 8,77 10,68¢
Depreciation 1,11¢ 1,13 3,38 3,30¢
Gain on sale of domain — — — (1,000
Total costs and operating expenses 27,46¢ 29,78: 83,90: 83,78
Loss from operations (91¢) (3,55¢€) (1,507 (8,113
Other expense (15) (14 (30 —
Interest expense (39 (75) (140 (18€)
Loss before income taxes and equity interest (972 (3,645 (1,677 (8,299
Benefit for income taxes (260) (1,289 (44¢) (2,617)
Loss in equity interest (220 (239) (319 (829)
Net loss $ (832 % (2,596 $ (1,539 $ (6,515
Notes:
(1) Exclusive of depreciation shown separa
(2) Includes stockased compensation as follo
Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 2013 2014
(in thousands) (in thousands)
Research and development $ 31 % 691 $ 86C $ 1,392
Sales and marketing 97 12¢ 24¢ 361
General and administrative 26€ 40€ 753 1,001
$ 68 $ 1,22¢ % 1,86z $ 2,75¢
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Three Months Ended September 3(  Nine Months Ended September 30,

2013 2014 2013 2014
Revenue 10C % 10C % 10C % 10C %
Costs and operating expenses:

Cost of revenue (1) 53 55 53 55

Research and development (1) 28 29 26 29

Sales and marketing 8 10 8 1C

General and administrative (1) 11 16 11 14

Depreciation 4 4 4 4

Gain on sale of domain — — — Q)
Total costs and operating expenses 10z 114 10z 111
Loss from operations 3 (14) @) (11)
Other expense — — — —
Interest expense — — — —
Loss before income taxes and equity interest (4) (24) 2 (11)
Benefit for income taxes (D] (5) Q) ©)]
Loss in equity interest — D — @
Net loss (3) (10) (2 9
Note:

(1) Exclusive of depreciation shown separa

Comparison of the Three and Nine Months ended Béyaie30, 2013 and 2014

Revenus
Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Revenue:
Search and display advertising $ 2094 $ 20,57 2% $ 66,42¢ % 59,00( (11)%
Subscriber-based 5,607 5,66( 1 15,97: 16,67( 4
Total revenue $ 2655 $ 26,23 L $ 82,40: % 75,67( (8)
Percentage of revenue:
Search and display advertising 7% 78% 81% 78%
Subscriber-based 21 22 19 22
Total revenue 10(% 10(% 10(% 10C%

Three months ended 2013 compared to 2Rdvenue decreased by $0.3 million, or 1%, contptréhe same period in 2013.
Search revenue decreased by $3.1 million. We tebewaterial portion of the decrease was due tplement of our start experiences on
the second tab of the default Windows 8 Internewser by our consumer electronics customers. litiaddwe believe the decrease was due
to lower search activity associated with the insegbusage of other devices such as tablets andipsoaes generally across the consumer
base. Display advertising revenue increased by i®2l®n as a result of increased engagement aadephent of video-based advertising.
Otherwise, advertising revenue remained relatiflaly Subscriber-based revenue increased $0.1omjlbr 1% compared to the same period
in 2013 mainly due to growth in adoption of our EVerywhere service by our customers.

Nine months ended 2013 compared to 20Révenue decreased by $6.7 million, or 8%, contperéhe same period in 2013. Search
revenue decreased by $8.6 million. We believe @ri#tportion of the decrease was due to the plac¢wf our start experiences on the
second tab of the default Windows 8 Internet braviegeour consumer electronics customers. In additice believe the decrease was due to
lower search activity associated with the increassatje of other devices such as tablets and smoadplgenerally across the consumer base.
Display advertising revenue increased by $1.1 amlks a result of increased engagement and platefeédeo-based advertising. The
increase in display advertising revenue attribitdablvideo-based advertising was approximately $#lBon, which was somewhat offset by
pricing changes in one of our customer
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contracts, another customer’s implementation ofersgcure webmail, which affected our ability tceiglisplay advertising on that
customer’s webmail site, and operational chang@santices and policies for display advertisingbSuiber-based revenue increased $0.7
million, or 4% compared to the same period in 261%8nly due to growth in adoption of our TV Everywheervice by our customers.

Cost of Revenue

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Cost of revenue $ 14,08: $ 14,38t 2% $ 43,86¢ % 41,40 (6)%
Percentage of revenue 53% 55% 53% 55%

Three months ended 2013 compared to 2Q14.cost of revenue increased by $0.3 million, % f2r the three months ended
September 30, 2014 compared to the same perid@ilid. Zhe increase in our cost of revenue was didyean increase in revenue-sharing
costs from display advertising due to increasegstaant of video-based advertising, offset by dee@@asvenue-sharing costs from search due
to declining search revenue. Cost of revenue as@eptage of revenue increased, from 53% to 55%tala shift in the mix of cost of
revenue from search to video-based advertising.

Nine months ended 2013 compared to 2@4. cost of revenue decreased by $2.5 million orfé&the nine months ended
September 30, 2014 compared to the same perid@ilid. Zhe decrease in our cost of revenue was dhyendecrease in revenue-sharing
costs from search due to declining search reveFhe decrease was offset by an increase in revemargig costs from display advertising
due to increase placement of video-based advagti§iast of revenue as a percentage of revenueasede from 53% to 55%, due to a shift in
the mix of cost of revenue from search to videcedaadvertising.

Research and Development Exper

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Research and development $ 7,40¢  $ 7,57 2% $ 21,54¢  $ 22,18¢ 3%
Percentage of revenue 28% 29% 26% 29%

Three months ended 2013 compared to 2(Rdsearch and development expenses increaseddyn#ilon, or 2%, compared to
2013.

Nine months ended 2013 compared to 20Résearch and development expenses increasedéyn$ion, or 3%, compared to
2013.

The increase in each the three and nine monthgseisodue to severance and related expenses desowith our cost reduction pl:
of $0.5 million and additional stock-based compénsaexpense resulting from the repricing of stopkions of $0.2 million, both of which
were recorded during the third quarter of 2014.sEhecreases were offset by a decrease in thef uggside consultants during 2014.

Sales and Marketing Expenses

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Sales and marketing $ 2,05¢ $ 2,601 2600 $ 6,332 $  7,19¢ 14%
Percentage of revenue 8% 10% 8% 10%

Three months ended 2013 compared to 284dles and marketing expenses increased by $0i6mar 26% compared to 2013. Tl
increase is primarily due to fees paid for marksearch performed by a third party consultant o $@illion combined with approximately
$0.2 million severance and related expenses assdaiath our cost reduction plan recor
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ded during the three months ended September 3@, 204 did not incur these costs during the threatimoended September 30, 2013.

Nine months ended 2013 compared to 2034dles and marketing expenses increased by $0i@mar 14% compared to 2013. This
increase is due primarily to fees paid for marksearch performed by third party consultants of $@illion combined with approximately
$0.2 million severance and related expenses assdaiath our cost reduction plan recorded durirgrime months ended September 30,
2014. We did not incur these costs during the minaths ended September 30, 2013.

General and Administrative Expenses

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
General and administrative $ 2,808 $ 4,09 46% $ 877 $ 10,68¢ 22%
Percentage of revenue 11% 16% 11% 14%

Three months ended 2013 compared to 20&dneral and administrative expenses increasé&d 3ymillion or 46% compared to
2013. The increase is principally due to severamzkrelated expenses associated with our costtiedystan of $0.6 million, an increase in
the provision for bad debt of $0.2 million and $hédlion costs associated with our transition teeav CEO.

Nine months ended 2013 compared to 20Géneral and administrative expenses increaséd ®ymillion or 22% compared to
2013. The increase is principally due to severamkrelated expenses associated with our costtiedystan of $0.6 million, an increase in
the provision for bad debt of $0.3 million, highikan typical professional fees of $0.4 million &@7 million costs associated with our
transition to a new CEO.

Depreciation

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Depreciation $ 1,11¢ $ 1,13 1% $ 3,387 $  3,30¢ (2%
Percentage of revenue 4% 4% 4% 4%

The change in depreciation was nominal for theettared nine months ended September 30, 2014 comiueatteel three and nine
months ended September 30, 2013 . The minor fltionmwere primarily driven by the timing of purces of assets such as computer
equipment and development costs to support oustment in new projects, as well as timing of newjguts being placed into service.

Gain on Sale of Domain

Three Months Ended September

30, Nine Months Ended September 3(
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Gain on sale of domain $ —  $ — —% $ — 3 1,00( 10(%
Percentage of revenue —% —% —% 1%

The gain on sale of a domain amounted to $1.0aonillor the nine months ended September 30, 20tdchwvas equal to the sale
price. The sale was unique to the second quart2®db4 and no such transactions occurred in the aoatipe periods.
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Other Expense

Three Months Ended September 30, Nine Months Ended September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Other expense $ 15 % 14 7% $ 3¢ $ — 100%

Other expense consists mainly of interest incommpleal with foreign currency transaction lossestegldo our international
operations.

Interest Expens

Three Months Ended Septembe Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Interest expense $ 3% $ 75 92% $ 14C $ 18¢ 33%

Our interest expense consists mainly of interestauour capital lease obligations, for which tluetiiation in the three and nine
months ended September 30, 2014 to the comparzgiieds is nominal.

Benefit for Income Taxe

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Benefit for income taxes $ 26C $ 1,28¢ 395% $ 44€ $ 2,61 48€%

Our income tax benefit increased for both the tlamee nine month periods ended September 30, 201 $eptember 30, 2014 . The
increase in deferred tax benefit for each periattisbutable to increases in our taxable lossehi® corresponding periods.

Loss in Equity Interes

Three Months Ended September Nine Months Ended
30, September 30,
2013 2014 % Change 2013 2014 % Change
(in thousands) (in thousands)
Loss in equity interest $ (220) $ (239) (999% $ (319 ¢ (829) 164%

In 2013 we entered into a Joint Venture Agreememnsyant to which we own 50% of the outstanding comistock and 100% of tl
preferred shares of Synacor China, Ltd., or th&€dvhpany. For the three and nine months ended Skpte30, 2014 , we recorded our share
of the losses of the JV Company of $0.2 million 3B million, respectively.

Liquidity and Capital Resources

Our primary liquidity and capital resource requigts are for financing working capital, investimgcapital expenditures such as
computer hardware and software, supporting researdtdevelopment efforts, introducing new techng|@mhancing existing technology
marketing our services and products to new andiegisustomers. To the extent that existing cashaash equivalents, cash from operations
and availability of cash from short-term borrowirage insufficient to fund our future activities, wey need to raise additional funds through
public or private equity offerings or debt finangin

In September 2013, we entered into a Loan and Bed&greement with Silicon Valley Bank ("Lenderiyhich we amended in
October 2014 (as amended, the "Loan Agreementik LToan Agreement provides for a $10.0 million seduevolving line of credit with a
stated maturity of September 27, 2015. The cfadility is available for cash borrowings, subjext formula based upon eligible accounts
receivable. As of September 30, 2014 , due to fplezation of the borrowing formula, approximately I&illion was available under the
revolving credit line, with no outstanding borrogm
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Borrowings under the Loan Agreement bear integgsiur election, at an annual rate of either 0.5®ve the “prime rate” as
published in The Wall Street Journal or LIBOR fioe trelevant period plus 3.00%. For LIBOR advantgserest is payable (i) on the last day
of a LIBOR interest period or (ii) on the last dayeach calendar quarter. For prime rate advanmuesest is payable (a) on the first day of
each month and (b) on each date a prime rate advamonverted into a LIBOR advance.

Our obligations to the Lender are secured by afiisrity security interest in all our assets,liding our intellectual property. The
Loan Agreement contains customary events of defeneluding nonpayment of principal or interest, violations of emants, material adver
changes, cross-default, bankruptcy and materigimehts. Upon the occurrence of an event of deféndtLender may accelerate repayment
of any outstanding balance. The Loan Agreement@satains certain financial covenants and othezexgents that are customary in loan
agreements of this type, including restrictiongaging dividends and making distributions to owckholders. As of September 30, 2014 ,
we were in compliance with the covenants and grdtei continuing to be so.

Under the terms of our joint venture agreement withJV Company, we have agreed, upon the saiisfiact certain conditions, to
provide $0.5 million in additional funding to th¥ Lompany over the remainder of the two year pefadidwing the initial investment in
March 2013 through the purchase of non-voting, comvertible Series A preferred shares of the JV amg.

As of September 30, 2014 , we had approximatel$.8 fillion of cash and cash equivalents and manasket funds. We did not
have any short-term or long-term investments. Wigwe that our existing cash and cash equivalettsg with cash flows from operations
and availability under our revolving credit lineilvbe sufficient to meet our anticipated workingpital, capital lease payment obligations, JV
Company funding obligations and capital expenditeguirements for at least the next 12 months.

Cash Flows

Nine Months Ended September 30,

2013 2014
(in thousands)

Statements of Cash Flows Data:

Cash flows provided (used) in operating activities $ 76C $ (6,299
Cash flows used in investing activities $ (6,450 $ (3,550)
Cash flows used in financing activities $ (1,487 $ (2,200

Cash Used in Operating Activities

In the nine months ended September 30, 2013 opgratitivities provided $0.8 million of cash. The nash provided in operating
activities primarily resulted from our operatiorfteaadjusting for non-cash items. Net loss wa$ $illion, which included a non-cash
benefit from deferred income taxes of $0.5 millinon-cash depreciation of $3.4 million, non-casitistbased compensation of $1.9 million
and a non-cash loss in an equity interest of $0ll>m Changes in our operating assets and liddiused $2.8 million of cash, primarily due
to a net decrease of our operating liabilities,chtincludes accounts payable, accrued expensesti@dcurrent and long-term liabilities of
$3.8 million. The decrease in our accounts payafale primarily driven by lower revenue-share paymessociated with our decrease in
revenue. The decrease in accrued expenses anccathent liabilities was primarily due to the dease of accrued compensation costs of
million primarily relating to bonuses earned andraed in 2012 and paid in 2013. This decreasesh &@m operating liabilities was partia
offset by a decrease in accounts receivable by®ili®n due to the timing of collections made.

In the nine months ended September 30, 2014 opgratitivities used $6.3 million of cash. The cdstwfirom operating activities
primarily resulted from our net loss, adjustedrion-cash items, and changes in our operating amsdthabilities. Net loss was $6.5 million,
which included non-cash depreciation of $3.3 millinoon-cash stock-based compensation of $2.8 midlitd a non-cash loss in an equity
interest of $0.8 million, offset by non-cash changdeferred income tax provision of $2.6 milliomdegain on sale of domain of $1.0 million.
Changes in our operating assets and liabilitied 80 million of cash, primarily due to an incre&s accounts receivable of $2.3 million &

a reduction of accounts payable to $2.1 milliofis@f by a net increase in accrued expenses andattrent liability and other long-term
liabilities of $1.3million . The increases in acotsireceivable and accounts payable are largelgnlty timing of payments. The increase in
accrued expenses is a result of accrued severaste ¢
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Cash Used in Investing Activities

Our primary investing activities have consisteghofchases of property and equipment and investnmead in the JV Company.
Purchases of property and equipment may vary freriog to period due to the timing of the expansibour operations and internal-use
software development. We expect to continue toshireproperty and equipment and in the developroésbftware for the remainder of
2014 and thereafter.

Cash used in investing activities in the nine merghded September 30, 2013 was $6.5 million, ciomgief $4.6 million used for
purchases of property and equipment specificalbted to the build out of our data centers andrivateuse software development, $0.5
million used for the final payment for the acquitof Carbyn, $1.0 million used for an investm@ntthe form of a convertible promissory
note) in a privately held Delaware corporation@@lBlazer and Flip Flops, Inc., or B&FF (doing mesis as The Experience Engine), a
professional services company, and $0.4 milliorddse an investment in an equity interest in theCmpany.

Cash used in investing activities during the nirenths ended September 30, 2014 was $3.6 milliamsistng of $3.9 million used
for purchases of property and equipment, which grilyrelates to software development of our prdguartfolio, including the payment of
$0.7 million of software development costs recortitedccounts payable at December 31, 2013, and#lién for an investment in an equ
interest in the JV Company. These uses of cash eftset by $1.0 million proceeds from the sale afomain.

Cash Used in Financing Activities

For the nine months ended September 30, 2013ashtused in financing activities was $1.5 milliomarily for repayment of $1.7
million on our capital lease obligations partiadiffset by proceeds of $0.2 million from the exeeoi$ common stock options.

For the nine months ended September 30, 204 cash used in financing activities was $2.Haniprimarily for repayment of $1.
million on our capital lease obligations and pusghaf treasury stock in the amount of $0.6 millidfe received $0.1 million from the
exercise of common stock options.

Off-Balance Sheet Arrangements

As of September 30, 2014 , we did not have anyafénce sheet arrangements, as defined in Itenag@X(ii) of Regulation S-K
promulgated by the SEC, that have or are reasotiibly to have a current or future effect on oimahcial condition, changes in our finan
condition, revenues, or expenses, results of apesatliquidity, capital expenditures, or capitasources that is material to investors.

ltem 3. Quantitative and Qualitative Disclosures About Market Risk

We have operations both within the United Statekiaternationally, and we are exposed to marké&sriis the ordinary course of @
business. These primarily include interest rateiafidtion risk.

Interest Rate Risk

Our cash and cash equivalents primarily consisash and money market funds. Other than our $ll@minvestment in B&FF
and the $0.3 million investment in equity interiesthe JV Company, we currently have no investmehtemy type. Our exposure to market
risk for changes in interest rates is limited beeanearly all of our cash and cash equivalents aafmrtterm maturity and are used prima
for working capital purposes. If we had outstanddegrowings under our Loan Agreement with Silicoallgy Bank, we would be exposed to
fluctuations in interest rates that are variabltheomarket.

Inflation Risk

We do not believe that inflation has had a matefifidct on our business, financial condition owuiltssof operations. If our costs we
to become subject to significant inflationary press, we may not be able to fully offset such higtwests through price increases. Our
inability or failure to do so could harm our busiegfinancial condition and results of operations.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, &vated the effectiveness of our
disclosure controls and procedures as of SepteBthet014 . The term “disclosure controls and pracesl” as defined in Rules 13a-15(e)
and 15d-15(e) under the Securities Exchange At98#, as amended, or the Exchange Act, means toatrd other procedures of a
company that are designed to ensure that informagiquired to be disclosed by a company in therteftbat it files or submits under the
Exchange Act is recorded, processed, summarizedegatted within the time periods specified in 8#C's rules and forms. Disclosure



controls and procedures include, without limitatioontrols and procedures designed to ensurertfaatnation required to be
disclosed by a company in the reports that it flesubmits under the Exchange Act is accumulateldcammunicated to the company’s
management, including its
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principal executive and principal financial offiseas appropriate to allow timely decisions regaydequired disclosure. Based upon the
evaluation as of September 30, 2014 , our Chiettxee Officer and Chief Financial Officer have chrded that, as of such date, our
disclosure controls and procedures were effectitkeareasonable assurance level. Management rgesghat any controls and procedures,
no matter how well designed and operated, can geconly reasonable assurance of achieving the@ttibgs and management necessarily
applies its judgment in evaluating the cost-berefationship of possible controls and procedures.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control éwancial reporting identified in management’s exalon pursuant to Rules 13a-15
(d) or 15d-15(d) of the Exchange Act during therteraended September 30, 2014 that materially efte@r are reasonably likely to
materially affect, our internal control over fingaareporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time we may become involved in legalggedings arising in the ordinary course of owgitess. We are not presently
involved in any legal proceedings, the outcome bich, if determined adversely to us, would haveaaemal adverse effect on our business,
results of operations or financial condition.

Iltem 1A. Risk Factors

Our business and financial results are subjectumarous risks and uncertainties, including thosscdbed below, which could
adversely and materially affect our business, faiahcondition or results of operations. You shocédefully consider these risks and
uncertainties, including the following risk factaad all other information contained in this QuatyeReport on Form 10-Q, together with
any other documents we file with the SEC. Risksuaedrtainties not currently known to us or thateuerently deem to be immaterial may
the future materially and adversely affect our besss, financial condition and results of operations

Risks Related to Our Business

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

We rely on traffic on our start experiences to gateesearch and display advertising revenue, damnitie portion of which is derive
from text-based links to advertisers' websites @salt of Internet searches. We have a revenueaghalationship with Google under which
we include a Google-branded search tool on out sxqeriences. When a consumer makes a searchstadiieg this tool, we deliver it to
Google, and Google returns search results to wsritlade advertiser-sponsored links. If the consuplicks on a sponsored link, Google
receives payment from the sponsor of that link stmtes a portion of that payment with us. We tgpitally share a portion of that payment
with the applicable customer. Our Google-relateat e advertising revenue attributable to our cust@mwhich consists of the portion of the
payment from the sponsor that Google shares withamounted for approximately 57%, 56%, and 51%unfrevenue in 2011, 2012, and
2013, or $51.5 million, $68.5 million, and $57.5llioh, respectively, and approximately 45% of oevenue in the nine months ended
September 30, 2014 , or $34.2 million. Our agreeméth Google was renewed in March 2014 for a thyrear term and expires in February
2017 unless we and Google mutually elect to retedditionally, Google may terminate our agreemémte experience a change in cont
if we enter into an agreement providing for a cteimgcontrol, if we do not maintain certain seaacid display advertising revenue levels ¢
we fail to conform to Google's search policies addertising policies. Google may from time to tiol@nge its existing, or establish new,
methodologies and metrics for valuing the qualftynternet traffic. Any changes in these method@sgmetrics and advertising technology
platforms could decrease the advertising rateswbatceive and/or the amount of revenue that wergee from display advertisements. If
advertisers were to discontinue their advertisiiginternet searches, if Google's revenue fromcbebased advertising were to decrease, if
Google's share of the search revenue were to beaised or if our agreement with Google were teebmihated for any reason or renewed on
less favorable terms, our business, financial dmrdand results of operations would be materiatig adversely affected. Moreover,
consumers' increased use of search tools othethlea@oogle-branded search tool we provide would lsamilar effects.

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

We derive a substantial portion of our revenue feoemall number of customers. Revenue attributabileese customers includes
the subscriber-based revenue earned directly fn@mas well as the search and display advertiswgnue earned through our relationships
with our advertising partners, such as Google, dasetraffic generated from our start experienEes.example, revenue attributable to
Charter, CenturyLink (including our revenue atttdthle to Qwest) and Toshiba together accountedgdproximately 62% of our revenue for
the year ended December 31, 2011, or $56.9 miligtt, revenue attributable to one of these custsmaecounting for 20% or more in such
period and revenue attributable to each of therdthe customers accounting for more than 10% irhqueriod. Revenue attributable to
Charter, CenturyLink (including revenue attributald Qwest), Toshiba and Verizon together accouittedpproximately 73% of our
revenue for the year ended December 31, 2012,&438illion, with revenue attributable to one oé$e customers accounting for 20% or
more in such period and revenue attributable th efthe other three customers accounting for ntte@ 10% in such period. Revenue
attributable to Charter, CenturyLink (including esmwue attributable to Qwest), Toshiba and Verizgetioer accounted for approximately 6
of our revenue for the year ended December 31,,2001875.6 million, with revenue attributable toeoof these customers accounting for Z
or more in such period and revenue attributabkstth of the other
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three customers accounting for more than 10% ih geciod. Revenue attributable to Charter, Centimly(including revenue attributable to
Qwest), Toshiba and Verizon together accountedpproximately 67% of our revenue for the nine memhded September 30, 2014 , or
$50.4 million, with revenue attributable to onetloése customers accounting for 20% or more in peciod and revenue attributable to each
of the other three customers accounting for moae tt0% in such period.

Our contracts with our customers generally haviniial term of approximately two to three yearsrfr the launch of their start
experiences and frequently provide for one or naatematic renewal terms of one to two years ed@nyl one of these key contracts is not
renewed or is otherwise terminated, or if revemoefthese significant customers declines becauseropetitive or other reasons, our
revenue would decline and our ability to achieveuwstain profitability would be impaired. For exdmpn May 2013 we entered into an
amendment to our agreement with Charter which esabharter to terminate the agreement upon 90 @ait&n notice, and in June 2014
entered into an amendment to our agreement witht&@h@ducing the breadth of the services that weige to Charter. Accordingly, we
expect revenue attributable to Charter to declinfeiiure periods. In addition to the loss of sultsarbased revenue, including start experit
and paid content sales, we would also lose sigmificevenue from the related search and displagréiding services that we provide. In
addition to the decline of revenue, we may havienfzair our long-lived assets, to the extent thahsassets are used exclusively to support
these customers, which would adversely impact esults of operations and financial position.

We have a history of significant net losses and mayot be profitable in future periods, which would imit our ability to use our net
operating loss carryforwards.

We have incurred significant losses in each yeapefation other than 2009, 2011, and 2012, inolydi net loss of $3.6 million in
2010 and a net loss of $1.4 million in 2013. Weezignced a net loss of $6.5 million in the nine therended September 30, 2014 as
compared to a net loss of $1.5 million for the nimenths ended September 30, 2013 . Our net incor2@d9, 2011, and 2012 was $0.3
million, $9.9 million, and $3.8 million, respective We have taken cost saving measures, includirgglaction in workforce carried out in
September 2014. However, our expenses may inciefistire periods as we implement initiatives dasig to grow our business including,
among other things, the development and markefimgw services and products, licensing of contexppansion of our infrastructure and
international expansion. If our revenue does nfficsently increase to offset these expected insesan operating expenses, we may incur
significant losses and may not be profitable. @wenue for the nine months ended September 30, @dihed as compared to the same
period in 2013, and our revenue in 2013 declinecbagpared to 2012. Accordingly, we may not be &bleeturn to or maintain profitability
in the future. Any failure to achieve or maintanofitability may materially and adversely affectrdwsiness, financial condition, results of
operations and impact our ability to utilize out nperating loss carryforwards.

We establish a valuation allowance when it is nemegsto reduce deferred income tax assets to anmnfar which realization is
likely. We have performed the required assessmigmbsitive and negative evidence regarding thazatbn of deferred income tax assets in
accordance with ASC 740 and have considered ailld@ positive and negative evidence to determihether, based on the weight of that
evidence, a valuation allowance is needed for qoontéon or all of its deferred income tax assetsiginent is used in considering the relative
impact of negative and positive evidence. In angvat these judgments, the weight given to theriaileeffect of negative and positive
evidence is commensurate with the extent to whicdh £vidence can be objectively verified.

In evaluating the objective evidence provided Istdrical results, we considered (among other thitigs past three years of
cumulative income, projected reversal of defereedliiabilities, recent and prospective operatirguhes, the ability to carry-back net operating
losses generated through December 31, 2013 agaxadile income reported in prior years, and thafitist year of expiration of our net
operating loss carryforwards is 2028. We also a®reid subjective evidence related to the foredastmected operating results for the years
over the carryforward period. Based on the analysfositive and negative evidence, we believe tihete was enough positive evidence to
outweigh the negative evidence so that as of SdeB0, 2014 no valuation allowance of our defetexdassets of $7.4 million was
necessary.

We will continue to monitor and evaluate the pesitand negative evidence considered in arrivirth@gbove conclusion, in ordel
assess whether such conclusion remains approprifiteure periods.

Many individuals are using devices other than perstwal computers and software applications other thainternet browsers to access
the Internet. If users of these devices and softwarapplications do not widely adopt the applicationand other solutions we develop for
them, our business could be adversely affected.

The number of people who access the Internet ttraegices other than PCs, including tablets, srhartps and connected TVs, has
increased dramatically in the past few years ampddgected to continue to increase. Similarly, idiials are increasingly accessing the
Internet through apps other than Internet browsersh as those available for download through Appdes App Store and the Android
Market. If consumers increasingly access the letieon devices other than PCs, and if
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we are unable to successfully implement monetinattoategies for such devices, our financial restduld be negatively affected. While we
are developing solutions to these alternative meéascessing the Internet, including through auguasitions of mobile device software and
technology from Carbyn in January 2012 and TeknigioNovember 2013, we do not currently offer oustomers and their subscribers a
wide variety of apps and other non-browser solgiddditionally, as new devices and new apps antirmaally being released, it is difficult
to predict the problems we may encounter in devetppew versions of our apps and other solutionsiée on these alternative devices and
apps, and we may need to devote significant ressurmcthe creation, support and maintenance of apph and solutions. If users of these
devices and apps do not widely adopt the apps &t solutions we develop, our business, finarmaldition and results of operations could
be adversely affected.

Consumer tastes continually change and are unpredigble, and our sales may decline if we fail to enimge our service and content
offerings to achieve continued subscriber acceptaac

Our business depends on aggregating and provigivices and content that our customers will plateuar start experiences,
including television programming, news, entertaintmeports and other content that their subscrifsetisengaging, and value added services
and paid content that their subscribers will bugcérdingly, we must continue to invest significaggources in licensing efforts, research and
development and marketing to enhance our servideantent offerings, and we must make decisionsiathese matters well in advance of
product releases to implement them in a timely rean@ur success depends, in part, on unpredictaiglevolatile factors beyond our control,
including consumer preferences, competing contentigers and websites and the availability of othews, entertainment, sports and other
services and content. While we work with our custsrto have their consumers' homepages and horeas@et to our start experiences
upon the installation of our customer's servicethersale of our customer's product, a consumereaaaly change that setting, which would
likely decrease the use of our start experiendesleé®ly, consumers that change their device's afrag system or Internet browser may no
longer have our start experiences set as theiutldfamepage or homescreen, and unless they clidnaek to our start experience, their
usage of our start experiences would likely decdind our results of operations could be negativepacted. Consumers that acquire new
consumer electronics devices will no longer havestart experience initially set as their defauliitepage, and unless they change the de
to our start experience, their usage of our stgyegences would likely decline and our result®pérations could be negatively impacted.

If our services are not responsive to the requirdgmef our customers or the preferences of theisamers, or the services are not
brought to market in a timely and effective maneir, business, financial condition and resultspdrations would be harmed. Even if our
services and content are successfully introducddratially adopted, a subsequent shift in the erefices of our customers or their consur
could cause a decline in the popularity of our m&wand content that could materially reduce euemue and harm our business, financial
condition and results of operations.

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

To retain our existing customers, attract new qusis and increase revenue, we must continue tdageaad introduce new servic
and products on a timely basis and continue toldpvadditional features to our existing productebdsour existing and prospective
customers do not perceive that we will deliver semvices and products on schedule, or if they dgarceive our services and products to be
of sufficient value and quality, we may lose thaftdence of our existing customers and fail to @ase sales to these existing customers, and
we may not be able to attract new customers, efethioch would adversely affect our operating result

Our sales cycles and the contracting process withe customers are long and unpredictable and may redye us to incur expenses
before executing a customer agreement, which makédifficult to project when, if at all, we will obtain new customers and when we
will generate additional revenue and cash flows frm those customers.

We market our services and products directly tintsgeed Internet service providers and consumetrefécs manufacturers. New
customer relationships typically take time to obtand finalize because of the burdensome cost @fating from an existing solution to our
platform. Due to operating procedures in many ogions, a significant time period may pass betwssection of our services and prodi
by key decision-makers and the signing of a contiite length of time between the initial custorsales call and the realization of
significant sales is difficult to predict and camge from several months to several years. Asudt réss difficult to predict when we will
obtain new customers and when we will begin to gaeerevenue and cash flows from these potentiglaustomers.

As part of our sales cycle, we may incur signiftcexpenses in the form of compensation and reletpeénses and equipment
acquisition before executing a definitive agreenweittt a prospective customer so that we may beyreathunch shortly following execution
of a definitive agreement. If conditions in the ketplace generally or with a specific prospective
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customer change negatively, it is possible thadefitive agreement will be executed, and we bdlunable to recover any expenses
incurred before a definitive agreement is executgdch would in turn have an adverse effect onlmsiness, financial condition and results
of operations.

Most of our customers are highspeed Internet service providers, and consolidatiowithin the cable and telecommunications industrie
could adversely affect our business, financial coritibn and results of operations.

Our revenue from high-speed Internet service pergidincluding our search and display advertisexggenue generated by online
consumer traffic on our start experiences, accalftteapproximately 86% of our revenue in 2011, ragpnmately 80% in 2012,
approximately 83% in 2013, and approximately 86%hainine months ended September 30, 2014 . THe aal telecommunications
industries have experienced consolidation oveptw several years, and we expect that this trélhdomtinue. As a result of consolidation,
some of our customers may be acquired by compariiksvhich we do not have existing relationships arhich may have relationships w
one of our competitors or may have the in-housaa@pto perform the services we provide. As altesuch acquisitions could cause us to
lose customers and the associated subscriber-basesearch and display advertising revenue. Ungeagreements with some of our
customers, including Charter, Verizon and Centumil_they have the right to terminate the agreenfewmt are acquired by one of their
competitors.

Consolidation may also require us to renegotiateagueements with our customers as a result ofrerdtacustomer leverage. We
may not be able to offset the effects of any sectiegotiations, and we may not be able to attragtaustomers to counter any revenue
declines resulting from the loss of customers eirtbubscribers.

As technology continues to evolve, the use of ourquucts by our current and prospective consumer eldronics manufacturer
customers may decrease and our business could bevatsely affected.

The consumer electronics industry is subject tadrapange, and our contracts with our consumetreligics manufacturer custom
are not exclusive. As consumer electronics manufars continue to develop new technologies anddite new models and devices, there
can be no assurance that we will be able to dewssapiions that will persuade consumer electromesiufacturers that are our customers at
such time to utilize our technology for those neavides. If our current and prospective consumaatedrics manufacturer customers elect
to integrate our solutions into their new produots, business, financial condition and resultspdrations could be adversely affected.

Moreover, updates to Internet browser technology atversely affect our business. For examplepémrconsumer electronics
manufacturer customers that have the Windows 8atipgrsystem pre-installed on some of their devittes Windows 8 operating system
places our start experience on a second tab wieeimtitrnet browser is launched, leading to decrkasarch and display advertising rever

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

Our future growth and profitability will depend large part on the effectiveness and efficiencywfefforts to provide a compelling
consumer experience that increases consumer engag®iith our start experiences. We have made ahdavitinue to make substantial
investments in features and functionality for agtinology that are designed to drive consumer argagt. Not all of these activities directly
generate revenue, and we cannot assure you thatllweap sufficient rewards from these investmentsnake them worthwhile. If the
expenses that we incur in connection with thesieidies do not result in increased consumer engageitinat in turn results in revenue
increases that exceed these expenses, our budinassjal condition and results of operations Wil adversely affected.

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

Our future success will depend, in part, on oulitglib modify or enhance our services and prodttsmeet customer and consumer
needs, to add functionality and to address teclgicdbadvancements that would improve their perfomoe. For example, if our smartphone
and tablet products fail to capture the increasgdch activity on such devices or if our services products do not adapt to the increasing
video usage on the Internet or to take into acceualving developments in social networking, thieeytcould begin to appear obsolete.
Similarly, if we fail to develop new ways to deliveontent and services through apps other thaititaal Internet browsers, consumers cc
seek alternative means of accessing content antegr

To remain competitive, we will need to develop remmvices and products and adapt our existing anaddress these and other
evolving technologies and standards. However, we lmeaunsuccessful in identifying new opportunitesn
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developing or marketing new services and produrctstimely or cost-effective manner. In additionr product innovations may not achieve
the market penetration or price levels necessarprufitability. If we are unable to develop enhaments to, and new features for, our
existing services and products or if we are unablievelop new services and products that keepwiheapid technological developments
or changing industry standards, our services aodymts may become obsolete, less marketable asiddespetitive, and our business will be
harmed.

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

We license the content that we aggregate on ortrestperiences from numerous third-party contenviglers, and our future success
is highly dependent upon our ability to maintairl @&mter into new relationships with these and otloatent providers. In the future, some of
our content providers may not give us access tio-biglity content, may fail to adapt to changesansumer tastes or may increase the
royalties, fees or percentages that they charderukeir content, any of which could have a matlenegative effect on our operating results.
Our rights to the content that we offer to our oustrs and their consumers are not exclusive, anddahtent providers could license their
content to our competitors. Our content providensld even grant our competitors exclusive licenBeaddition, our customers are not
prohibited from entering into content deals dingetith our content providers. Any failure to enteto or maintain satisfactory arrangements
with content providers would adversely affect ohitity to provide a variety of attractive servicasd products to our customers. Our
reputation and operating results could suffer essalt, and it may be more difficult for us to digenew relationships with potential
customers.

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

As a result of the rapidly changing nature of therkets in which we compete, our quarterly and ahraxeenue and operating results
are likely to fluctuate from period to period. Tedhictuations may be caused by a number of factoasny of which are beyond our control,
including but not limited to the various factors g®th in this "Risk Factors" section, as well as:

. any failure to maintain strong relationships &anbrable revenueharing arrangements with our search and displegrtising

partners, in particular Google, including a redurtin the quantity or pricing of sponsored linkatthonsumers click on or a
reduction in the pricing of display advertisemenysadvertisers;

. any failure of significant customers to renew tlagjreements with L

. our ability to attract new custome

. our ability to increase sales of value added sesvand paid content to existing subscrit

. any development by our significant customerthefinhouse capacity to replace the services we prc

. the timing and success of new service and prodiciductions by us, our customers or our compet

. variations in the demand for our services ammipcts and the implementation cycles of our sesvazed products by our
customers;

. changes to Internet browser technology that renol@rstart experiences less competi

. changes in our pricing policies or those of our petitors

. changes in the prices our customers charge foewadded services and paid cont

. service outages, other technical difficulties ansiy breache:

. limitations relating to the capacity of our netwsrkystems and proces:

. our failure to accurately estimate or control costsluding costs related to the initial launchnefv customer

. maintaining appropriate staffing levels and captid relative to projected grow
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. the timing of costs related to the developmeraamjuisition of technologies, services or busiasge support our existing
customers and potential growth opportunities; and

. general economic, industry and market conditiortsthnse conditions specific to Internet usage arithe businesse

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

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

We plan to expand our product offerings internalyn particularly in Asia, Canada, Latin AmericadaEurope. We have limited
experience in marketing and operating our senacgsproducts in international markets, and we nwdybe able to successfully develop our
business in these markets. Our success in thedermavill be directly linked to the success of tiglaships with potential customers, content
partners and other third parties.

As the international markets in which we plan tem@te continue to grow, we expect that competiticihese markets will intensify.
Local companies may have a substantial competiilv@ntage because of their greater understandjrgndffocus on, the local markets.
Some of our domestic competitors who have subsingreater resources than we do may be able te ouaickly and comprehensively
develop and grow in international markets. Intaore! expansion may also require significant finahimvestment including, among other
things, the expense of developing localized pragjube costs of acquiring foreign companies andrtegration of such companies with our
operations, expenditure of resources in developuggomer and content relationships and the incdeessts of supporting remote operations.

Other risks of doing business in international neésknclude the increased risks and burdens of tongpwith different legal and
regulatory standards, difficulties in managing ataffing foreign operations, recruiting and retagtalented direct sales personnel,
limitations on the repatriation of funds and fluations of foreign exchange rates, varying levelgtdrnet technology adoption and
infrastructure and our ability to enforce contraantsl our intellectual property rights in foreigmiggictions. In addition, our success in
international expansion could be limited by bagigr international expansion such as tariffs, asb/ésix consequences and technology export
controls. If we cannot manage these risks effelgtithe costs of doing business in some internatiomarkets may be prohibitive or our costs
may increase disproportionately to our revenue. &ofrour business partners also have internatmpetations and are subject to the risks
described above. Even if we are able to succegshdhage the risks of international operations,usiness may be adversely affected if our
business partners are not able to successfully geathase risks.

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

Certain of our agreements with customers and copteriders require us to make fixed payments émthThe aggregate amount of
such fixed payments for the years ending DecembgeP@14 (three months remaining), 2015, 2016, hadwo years thereafter are
approximately $1.3 million, $1.6 million, $1.1 midh, and $0.4 million, respectively. We are reqdite make these fixed payments regarc
of the achievement of any revenue objectives osaiilirer or usage levels. If we do not achieve marfcial objectives, these contractual
commitments would constitute a greater percentdgeorevenue than originally anticipated and woadtversely affect our profitability.

Our agreements with some of our customers and comteproviders contain penalties for non-performancewhich could adversely
affect our financial performance.

We have entered into service level agreementsmitst of our customers. These agreements genesdlifoc specific system “up
times” and 24 hours per day, seven days per wagbostiand include penalties for non-performance.riidg be unable to fulfill these
commitments due to circumstances beyond our conttath could subject us to substantial penaltieden those agreements, harm our
reputation and result in a reduction of revenutheross of customers, which would in turn havedwerse effect on our business, financial
condition and results of operations. To date, weeheever incurred any material penalties.

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

The provision of our services and products dependke continuing operation of our information teclogy and communications
systems. Any damage to or failure of our systemsdcesult in interruptions in our service. Suctemuptions could harm our business,
financial condition and results of operations, and reputation could be damaged if
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people believe our systems are unreliable. Ouesystare vulnerable to damage or interruption froowsstorms, terrorist attacks, floods,
fires, power loss, telecommunications failuresusiég breaches, computer malware, computer hacittagks, computer viruses, computer
denial of service attacks or other attempts t@vants that, harm our systems. Our data centemsoesubject to break-ins, sabotage and
intentional acts of vandalism and to potential uligions if the operators of the facilities haveafigial difficulties. Although we maintain
insurance to cover a variety of risks, the scomkanount of our insurance coverage may not becserffi to cover our losses resulting from
system failures or other disruptions to our onbiperations. For example, the limit on our busine&sruption insurance is approximately
$27.6 million. Any system failure or disruption aady resulting losses that are not recoverable umgieinsurance policies may materially
harm our business, financial condition and resaflisperations. To date, we have never experienogdreaterial losses.

Although we regularly back-up our systems and dfimeesystem back-ups in Atlanta, Georgia, Dall&xaE, Lewis Center, Ohio,
Denver, Colorado, Amsterdam, the Netherlands, arfta®, New York, we do not have full second-sielundancy. If we were forced to
relocate to an alternate site and to rely on ostesy back-ups to restore the systems, we wouldriexpe significant delays in restoring the
functionality of our platform and could experierioss of data, which could materially harm our bassand our operating results.

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

Security breaches, computer malware and computirighattacks are prevalent in the technology ibgu#\ny security breach
caused by hacking, which involves efforts to gaiauthorized access to information or systems, oatse intentional malfunctions or loss
corruption of data, software, hardware or other jgorar equipment, and the inadvertent transmissi@omputer viruses could harm our
business, financial condition and results of openat We have previously experienced hacking agtackour systems, and may in the future
experience hacking attacks. Though it is diffi¢caltetermine what harm may directly result from apgcific interruption or breach, any
failure to maintain performance, reliability, seitpand availability of our technology infrastructuto the satisfaction of our customers and
their consumers may harm our reputation and olityats retain existing customers and attract newtomers.

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

A key element to our continued growth is the apitif our customers' consumers in all geographiest@ss our start experiences
within acceptable load times. We refer to this absite performance. We may in the future experigtatorm disruptions, outages and ot
performance problems due to a variety of factorduiding infrastructure changes, human or softwearers, capacity constraints due to an
overwhelming number of users accessing our teclgyadomultaneously, and denial of service or fraudexurity attacks. In some instances,
we may not be able to identify the cause or caab#sese website performance problems within aeptable period of time. It may become
increasingly difficult to maintain and improve wébsperformance, especially during peak usage timed as our solutions become more
complex and our user traffic increases. If ourts&periences are unavailable when consumers atterapgcess them or do not load as
quickly as they expect, consumers may seek otkennatives to obtain the information for which theeg looking, and may not return to our
start experiences as often in the future, or affalls would negatively impact our relationshipshwour customers. We expect to continue to
make significant investments to maintain and imprexebsite performance. To the extent that we defiettively address capacity
constraints, upgrade our systems as needed anidualht develop our technology and network architee to accommodate actual and
anticipated changes in technology, our businespedating results may be harmed.

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

We depend on the continued contributions of ouicsananagement and other key personnel, espetiatiysh Bhise, our new
President and Chief Executive Officer effective Asp4, 2014, George G. Chamoun, our Presidentlet3ad Marketing, and William J.
Stuart, our Chief Financial Officer. The loss o #ervices of any of our current executive officarsther key employees could harm our
business and our prospects. All of our executiViears and key employees are at-will employeesctvimeans they may terminate their
employment relationship with us at any time.

Our future success also depends on our abilitgeatify, attract and retain highly skilled technjcaanagerial, finance, marketing
and creative personnel. Further, we will need te personnel outside the United States to pursuert@mational expansion strategy, and we
will need to hire additional advertising salespedpl sell more advertisements directly. We facerigé competition for qualified individuals
from numerous technology, marketing and media conggaand we may incur significant costs to atttaeim. We may be unable to attract
and retain suitably qualified individuals, or weyma
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be required to pay increased compensation in aodéo so. If we were to be unable to attract amaimehe qualified personnel we need to
succeed, our business could suffer.

Volatility or lack of performance in the tradingige of our common stock may also affect our abtiityattract and retain qualified
personnel. Many of our senior management persamkebther key employees have become, or will becopsted in a substantial amoun
stock or stock options. Employees may be moreylikeleave us if the shares they own or the shamegrlying their options have
significantly appreciated in value relative to tirgginal purchase prices of the shares or the éseprices of the options or if the exercise
prices of the options that they hold are signiftbaabove the trading price of our common stockvéf are unable to retain our employees, our
business, financial condition and results of openstwould be harmed.

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

Following the merger of our predecessor compagesk, Inc., or Chek, and MyPersonal.com, Inc., gPkrsonal, to form Synact
we expanded our business primarily through orggroevth. We have sought to, and may in the futurginae to seek to, grow through
strategic acquisitions. As we strive to return tovgth, this may place, significant demands on oanagement and our operational and
financial infrastructure. Our ability to manage guowth effectively and to integrate new technodsgiind acquisitions into our existing
business will require us to continue to expandapearational, financial and management informatiggteams and to continue to retain, attract,
train, motivate and manage key employees. Growtitdcstrain our ability to:

. develop and improve our operational, financial arahagement contro
. enhance our reporting systems and procec

. recruit, train and retain highly skilled person

. maintain our quality standards; ¢

. maintain customer and content owner satisfac

Managing our growth will require significant expéudes and allocation of valuable management ressuidf we fail to achieve the
necessary level of efficiency in our organizatieritagrows, our business, financial condition agsutts of operations would be harmed.

We may expand our business through acquisitions ofy investments in, other companies or new technajies, or joint ventures or
other strategic alliances with other companies, with may divert our management's attention or prove ot to be successful.

In January 2012, we completed an acquisition dagemobile device software and technology fromb@ar in November 2013, we
completed an acquisition of certain mobile deviokvgare and technology from Teknision; and in Ma2€1.3, we entered into a Joint Veni
Agreement with Maxit to form Synacor China, Ltdg@npany incorporated under the laws of the Caytsiands, or the JV Company, a jo
venture in China. We may decide to pursue otheuiaitipns of, investments in, or joint venturesohwing other technologies and businesses
in the future. Such transactions could divert oanagement's time and focus from operating our kssin

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

. incorporating new technologies into our existingibass infrastructur

. consolidating corporate and administrative fundi

. coordinating our sales and marketing functionsitmiporate the new business or technol

. maintaining morale, retaining and integrating kenployees to support the new business or techp@ond managing our

expansion in capacity; and
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. maintaining standards, controls, procedurespatidies (including effective internal controls evfamancial reporting and
disclosure controls and procedures).

In addition, a significant portion of the purchgsi&e of companies we may acquire may be allocteadtquired goodwill and other
intangible assets, which must be assessed for impat at least annually. In the future, if our a@sdions do not yield expected returns, we
may be required to take charges to our earningscbais this impairment assessment process, whidd bawm our operating results.

Future acquisitions could result in potentiallyutive issuances of our equity securities, including common stock, or the
incurrence of debt, contingent liabilities, amaatizn expenses or acquired in-process researcHevelopment expenses, any of which could
harm our business, financial condition and resflisperations. Future acquisitions may also requsré obtain additional financing, which
may not be available on favorable terms or at all.

We face many risks in connection with our joint twgp, including, among other things, with respect t

* Increasing competition in the industry and thieCbmpany's ability to compete in the Chinese mttkeugh its wholly
foreign-owned subsidiary, or WFOE;

» The impact of regulatory changes in the indu

» Potential difficulties associated with operating thint venture and the WFC

* The joint venture's ability to obtain additionaldincing

« The WFOE's ability to offer competitive servicegliie Chinese market at a favorable mai

e General business and economic conditions, inclus@agonality of the industry and growth trendhaindustry
»  Our ability to successfully enter the Chinese miakel operate international

« Potential delays, including obtaining permits, fises and other governmental appro'

» Trade barriers and potential duties;
* Our and the joint venture's ability to protect Irgetual property

If we and the JV Company are not able to succdgsfuinage these and other risks related to thé yenture, it could harm our
business, financial condition and results of openst

Finally, our skill at investing our funds in illiggh securities issued by other companies, such esmeestment in a privately held
Delaware corporation called Blazer and Flip Fldps,, or B&FF (doing business as The Experienceiig)gis untested. Although we review
the results and prospects of such investmentsuirgt is possible that our investments couldutes a total loss. Additionally, we will
typically have little or no control in the compasi@ which we invest, and we will be forced to rely the management of companies in which
we invest to make reasonable and sound businessatec If the companies in which we invest arequatcessfully able to manage the risks
facing them, such companies could suffer, and aur lbusiness, financial condition and results ofrapiens could be harmed.

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

The operation of our business and our growth gyateay require significant additional capital, esp#y if we were to accelerate
our expansion and acquisition plans. If the castegeed from operations and otherwise availablestis not sufficient to meet our capital
requirements, we will need to seek additional edpiotentially through debt or equity financingsfund our growth. We may not be able to
raise needed capital on terms acceptable to usadlr &inancings, if available, may be on termet thre dilutive or potentially dilutive to our
stockholders, and the prices at which new investangld be willing to purchase our securities mayseaour existing stockholders to suffer
substantial dilution. The holders of new securitiegy also receive rights, preferences or privildgas are senior to those of existing holders
of our common stock. Any debt financing obtainedulyin the future could contain restrictive covarahat may potentially restrict our
operations, and if we do not effectively managelmsiness to comply with those covenants, our legsiffinancial condition and results of
operations could be adversely affected. If newa®aipf financing are required but are insufficient
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unavailable, we could be required to delay, abaratatherwise modify our growth and operating plemthe extent of available funding,
which would harm our ability to grow our business.

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

The protection of our intellectual property is it to our success. We rely on copyright and sermark enforcement, contractual
restrictions and trade secret laws to protect oopretary rights. We have entered into confiddityiand invention assignment agreements
with our employees and contractors, and nondisofoagreements with certain parties with whom wedcahbusiness to limit access to and
disclosure of our proprietary information. Additally, we have applied for patents to protect cartdiour intellectual property. However, if
we are unable to adequately protect our intellégr@perty, our business may suffer from the piratgur technology and the associated loss
in revenue.

Protecting against the unauthorized use of outiéuteal property and other proprietary rightsxpensive, difficult and, in some
cases, impossible. Litigation may be necessarfgarfuture to enforce or defend our intellectualpemty rights, to protect our trade secrets or
to determine the validity and scope of the proprigetights of others. Such litigation could be tpand divert management resources, either
of which could harm our business. Furthermore, nmargur current and potential competitors haveabidity to dedicate substantially greater
resources to enforce their intellectual propergits than we do. Accordingly, despite our efforts,may not be able to prevent third parties
from infringing upon or misappropriating our inettual property.

We are not currently involved in any legal proceggdiwith respect to protecting our intellectualgandy; however, we may from
time to time become a party to various legal prdoegs with respect to protecting our intellectuadpgerty arising in the ordinary course of
our business.

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

Companies in the Internet and technology industeed to own large numbers of patents, copyrighasiemarks and trade secrets,
and frequently enter into litigation based on alkans of infringement or other violations of inésltual property rights. We have been subject
to claims that the presentation of certain licensmutent on our start experiences infringes cegiatents of a third party, none of which have
resulted in direct settlement or payments by usngrdetermination of infringement by us, and adaee increasing competition, the
possibility of further intellectual property righttaims against us grows. Our technologies mayaatble to withstand any third party claims
or rights against their use. Any intellectual pndpe&laims, with or without merit, could be timefmuming, expensive to litigate or settle and
could divert management resources and attentioradderse determination also could prevent us frifering our services and products to
others and may require that we procure substittddyzts or services for our customers.

In the case of any intellectual property rightsrolave may have to pay damages or stop using téagypdound to be in violation of
a third party's rights. We may have to seek a 8edor the technology, which may not be availablag on reasonable terms and may
significantly increase our operating expenses.t€bbnology also may not be available for licensegdat all. As a result, we may also be
required to develop alternative non-infringing tectogy, which could require significant effort aexipense. If we cannot license or develop
technology for the infringing aspects of our bussjave may be forced to limit our service and povadferings and may be unable to
compete effectively. Any of these consequencesdcloatm our operating results.

In addition, we typically have contractual obligeis to our customers to indemnify and defend thetim rgspect to third-party
intellectual property infringement claims that arfsom our customers' use of our products or sesviSuch claims, whether valid or not,
could harm our relationships with our customerseh@sulted and could result in the future in uswrcustomers having to enter into licer
with the claimants and have caused and could azugsethe future to incur additional costs or eigreze reduced revenues. To date, neither
the increase in our costs nor any reductions imrexgnue resulting from such claims have been maht&uch claims could also subject us to
costly and time-consuming litigation as well asaiiting management attention and resources. Satistyir contractual indemnification
obligations could also give rise to significanbliity, and thus harm our business and our opegagsults.

We are not currently subject to any material lgateedings with respect to third party claims thator our customers' use of our
products and services are infringing upon thegliattual property; however, we may from time tadgibecome a party to various legal
proceedings with respect to such claims arisinpénordinary course of our business.

Any unauthorized disclosure or theft of personal iformation we gather could harm our reputation and sibject us to claims or
litigation.
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We collect, and have access to, personal informaticGubscribers, including names, addresses, atoounbers, credit card
numbers and e-mail addresses. Unauthorized disela$ypersonal information regarding website visitavhether through breach of our
systems by an unauthorized party, employee thaftisuse, or otherwise, could harm our businedbeife were an inadvertent disclosure of
personal information, or if a third party were @mirgunauthorized access to the personal informatipossess, our operations could be
seriously disrupted and we could be subject toxdair litigation arising from damages suffered blgscribers or our customers. In addition,
we could incur significant costs in complying witte multitude of state, federal and foreign lawgarding the unauthorized disclosure of
personal information. Finally, any perceived omuattunauthorized disclosure of the information whect could harm our reputation,
substantially impair our ability to attract andaietcustomers and have an adverse impact on ourdsss

We collect and may access personal information anather data, which subjects us to governmental regation and other legal
obligations related to privacy, and our actual or grceived failure to comply with such obligations cald harm our business.

We collect, and have access to, personal informaticGubscribers, including names, addresses, atoounbers, credit card
numbers and e-mail addresses. There are numemberafestate and local laws around the world reggrgrivacy and the storing, sharing,
use, processing, disclosure and protection of patsnformation and other subscriber data, the sadpvhich are changing, subject to
differing interpretations, and may be inconsistegtiveen countries or conflict with other rules. Yémerally comply with industry standards
and are subject to the terms of our privacy pdieied privacy-related obligations to third pariesluding voluntary third-party certification
bodies such as TRUSTe). We strive to comply witlapplicable laws, policies, legal obligations andustry codes of conduct relating to
privacy and data protection to the extent possi®vever, it is possible that these obligations aynterpreted and applied in a manner
is inconsistent from one jurisdiction to anothed amay conflict with other rules or our practicesyXailure or perceived failure by us to
comply with our privacy policies, our privacy-reddtobligations to users or other third partieyurprivacy-related legal obligations, or any
compromise of security that results in the unautleok release or transfer of personal informationtber subscriber data, may result in
governmental enforcement actions, litigation orljgustatements against us by consumer advocacypgrouothers and could cause our
customers to lose trust in us, which could havadrerse effect on our business. Additionally, ifdtparties we work with, such as
customers, vendors or developers, violate applkckts or our policies, such violations may alsbguibscriber information at risk and could
in turn have an adverse effect on our business.

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

We have derived and expect to continue to derisebstantial portion of our revenue from displayetising on our start
experiences. Such advertising accounted for apmprately 23%, 27%, and 29% of our revenue for thesyeaded December 31, 2011, 2012,
and 2013, respectively, and 33% of our revenu¢ii®mnine months ended September 30, 2014 . Outyatbilattract and retain advertisers
and, ultimately, to generate advertising revenyeedds on a number of factors, including:

. increasing the numbers of consumers using ourestpdrience:

. maintaining consumer engagement on those startierpes

. competing effectively for advertising spending watifner online and offline advertising providersd

. continuing to grow our direct advertising salec®and develop and diversify our advertising cdjizgsi.

If we are unable to provide high-quality advertgsmpportunities and convince advertisers and agerafiour value proposition, we
may not be able to retain existing advertiserstivae new ones, which would harm our businessfimal condition and results of operations.

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

Our high-speed Internet service provider custonsefisscribers may become dissatisfied with theirezurhighspeed Internet servi
provider and may switch to another provider. Ind¢lient that there is substantial subscriber migmatiom our existing customers to service
providers with which we do not have relationshipg, fees that we receive on a per-subscriber basisthe related search and display
advertising revenue, could decline.
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Our business and the trading price of our common sick may be adversely affected if our internal contols over financial reporting are
found by management or by our independent registerkpublic accounting firm not to be adequate.

Effective internal controls are necessary for ugrtavide reliable financial reports and prevenuétaln addition, Section 404 of the
Sarbanes-Oxley Act of 2002, or the Sarbanes-OxIgty equires our management to evaluate and repastr internal control over financial
reporting. This report contains, among other matten assessment of the effectiveness of our aiteamtrol over financial reporting as of 1
end of our fiscal year, including a statement astiether or not our internal control over finanaigborting is effective. This assessment must
include disclosure of any material weaknesses inraarnal control over financial reporting ideigdl by management. In addition, our
independent registered public accounting firm Wélrequired to formally attest to the effectivenefssur internal control over financial
reporting beginning with the Annual Report on Fdr@K for the year in which we are no longer an “egimeg growth company.” At such
time, our independent registered public accourfitng may issue a report that is adverse in the eités not satisfied with the level at which
our controls are documented, designed or operating.

While we have determined that our internal contrar financial reporting was effective as of Decembl, 2013, as indicated in ¢
Management Report on Internal Control over FindriReporting included in our Annual Report on Forr-K for the year ended December
31, 2013 (as amended), we must continue to moaitdrassess our internal control over financial miapg If our management identifies one
or more material weaknesses in our internal comivel financial reporting and such weakness remaiiicerrected at fiscal year-end, we will
be unable to assert such internal control is dffecit fiscal year-end. If we are unable to asthat our internal control over financial
reporting is effective at fiscal year-end, or ifrdadependent registered public accounting firmewhequired, is unable to express an opinion
on the effectiveness of our internal controls arcdodes that we have a material weakness in oamat controls, we could lose investor
confidence in the accuracy and completeness dfimamcial reports, which would likely have an adseseffect on our business and stock
price.

Even if we conclude our internal control over finah reporting provides reasonable assurance raggthe reliability of financial
reporting and the preparation of financial statetsiéor external purposes in accordance with Gelyefaicepted Accounting Principles, or
GAAP, because of its inherent limitations, interoahtrol over financial reporting may not preventietect fraud or misstatements. Failure to
implement required new or improved controls, oficlifities encountered in their implementation, cblarm our operating results or cause us
to fail to meet our reporting obligations.

In addition, a delay in compliance with the audattestation provisions of Section 404, when applie to us, could subject us to a
variety of administrative sanctions, including igdility for short-form resale registration, aatidy the SEC, the suspension or delisting of
our common stock and the inability of registereokier-dealers to make a market in our common stock, wiisild further reduce the tradi
price of our common stock and could harm our bussine

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

We are an "emerging growth company," as definetdén]JOBS Act, and we intend to take advantage ntdiceexemptions from
various reporting requirements that are applicéblather public companies that are not "emergirayvifn companies” including, but not
limited to, not being required to comply with thed#or attestation requirements of Section 40sef$arbanes-Oxley Act of 2002, reduced
disclosure obligations regarding executive compigmsan our periodic reports and proxy statemeats] exemptions from the requirements
of holding a nonbinding advisory vote on executteenpensation and stockholder approval of any gopdeachute payments not previously
approved. We cannot predict if investors will fiodr common stock less attractive because we vijllae these exemptions. If some inves
find our common stock less attractive as a retudre may be a less active trading market for oantroon stock and our stock price may be
more volatile.

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

As of September 30, 2014 , we had substantial #a@&d state net operating loss carryforwards. UBeetions 382 and 383 of the
Internal Revenue Code of 1986, as amended, ordle,Gf a corporation undergoes an “ownership chartge corporation's ability to use its
pre-change net operating loss carryforwards taebffs post-change income and taxes may be limitegeneral, an “ownership change”
generally occurs if there is a cumulative changeunownership by “five-percent stockholders” teateeds 50 percentage points over a
rolling three-year period. For these purposesyexfiiercent stockholder is generally any persorraug of persons that at any time during the
applicable testing period has owned 5% or moreuofownitstanding stock. In addition, persons who tess than 5% of the outstanding stock
are grouped together as one or more “public gréugsich are also treated as five-percent stockhwsldgimilar rules may apply under state
tax laws. We
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may experience ownership changes in the futurerasudt of future transactions in our stock, sofeltich may be outside our control. As a
result, our ability to use our pre-change net djrggdoss carryforwards to offset United Statesefedland state taxable income and taxes may
be subject to limitations.

Our joint venture's business prospects in China arelependent on government telecommunications infragicture and budgetary
policies, particularly the allocation of funds to sistain the growth of the telecommunications industy in China.

Our joint venture's business prospects in Chinkudectelecommunication service operators, and é@hesunication service operators in
China are directly or indirectly owned or contrdlley the government of China. Accordingly, our joienture's business prospects in China
will also be heavily dependent on these governmelities. Insufficient future funding allocated@hina's telecommunications industry by
the government could directly reduce the markebforjoint venture's software and services in Chifainese government initiatives directed
at the market could also significantly affect tharket conditions for our joint venture's Chinesstomers and influence their level of
spending on the services we offer. While some e$d¢hinitiatives may increase market competitiongarterate more demand for our
services, the anticipated increase in demand magnaterialize. Our joint venture's prospective oastrs may not adapt well to the market
conditions under the evolving regulatory environtreamd their demand for our joint venture's softwamd services may decrease as a result.
The telecommunications industry in China may alscdme less competitive over time, either as atre$uharket driven consolidations or as
a result of government efforts to curtail competitiA less competitive market may create fewerntiges for spending on technology
innovations and upgrades, which may directly aftagtjoint venture's business prospects in China.

Our proprietary rights may be inadequately protected and there is a risk of poor enforcement of inteictual property rights in China.

Our success and ability to compete depend subslignipon our intellectual property, which we preitéhrough a combination of
confidentiality arrangements and trademark redistna. Additionally, we have applied for patentgtotect certain of our intellectual
property. We have registered several marks and ffilany other trademark applications in the U.S.h&ke not applied for copyright
protection in any jurisdiction, including in the®).We enter into confidentiality agreements withstraf our employees and consultants, and
control access to, and distribution of, our docutagon and other licensed information, includinfpimation licensed to the JV Company.
Despite these precautions, it may be possible fbird party to copy or otherwise obtain and useteahnology without authorization, or to
develop similar technology independently. SinceGhéinese legal system in general and the intelkégttoperty regime in particular, are
relatively weak, it is often difficult to enforcatellectual property rights in China.

Policing unauthorized use of our licensed technpisdlifficult and the steps we take may not preévarsappropriation or infringement
of our proprietary rights. In addition, litigationay be necessary to enforce our intellectual ptgpaghts, to protect our trade secrets or to
determine the validity and scope of the proprietaghits of others, which could result in substdnt@sts and diversion of our resources.

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

We are subject to the United States Foreign CofPuattices Act, which generally prohibits U.S. camigs from engaging in bribery
other prohibited payments to foreign officials fbe purpose of obtaining or retaining businessr@ion, extortion, bribery, pay-offs, theft
and other fraudulent practices may occur with resfgeour expansion into international markets. @uployees or other agents may engage
in such conduct for which we might be held respolesilf our employees or other agents are fourftbiee engaged in such practices, we
could suffer severe penalties and other consegseim#uding adverse publicity and damage to oputation that may have a material
adverse effect on our business, financial condiiod results of operations.

Risks Related to Our Industry

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

Expansion in the sales of our services and prodiegiends on the continued acceptance of the Irtasre platform for content,
advertising, commerce and communications. The aanep of the Internet as a medium for such uselsl tmuadversely impacted by delays
in the development or adoption of new standardspaotbcols to handle increased demands of Intexctitity, security, privacy protection,
reliability, cost, ease of use, accessibility andliy of service. The performance of the Interaued its acceptance as such a medium has beel
harmed by viruses, worms, and similar maliciougpams, and
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the Internet has experienced a variety of outagdsother delays as a result of damage to portibits mfrastructure. If for any reason the
Internet does not remain a medium for widespreaderd, advertising, commerce and communicatiorssddmand for our services and
products would be significantly reduced, which wbbbrm our business.

The growth of the market for our services and prodets depends on the development and maintenance b&tinternet infrastructure.

Our business strategy depends on continued Intantehighspeed Internet access growth. Any downturn in #eear growth rate «
the Internet or high-speed Internet access wouldeiemental to our business. If the Internet qundis to experience significant growth in
number of users, frequency of use and amount af tdabsmitted, the Internet infrastructure mightlm® able to support the demands placed
on it and the performance or reliability of thedmtet may be adversely affected. The success dfusiness therefore depends on the
development and maintenance of a sound Internetsinficture. This includes maintenance of a rediaigitwork backbone with the necessary
speed, data capacity and security, as well asyid@lelopment of complementary products, such aters, for providing reliable Internet
access and services. Consequently, as Internet usargases, the growth of the market for our petgldepends upon improvements made to
the Internet as well as to individual customersivoeking infrastructures to alleviate overloadimglacongestion. In addition, any delays in
adoption of new standards and protocols requiragbtern increased levels of Internet activity ar@ased governmental regulation may
a detrimental effect on the Internet infrastructure

A substantial majority of our revenue is derived flom search and display advertising; our revenue wodldecline if advertisers do not
continue their usage of the Internet as an advertisg medium.

We have derived and expect to continue to derisehstantial majority of our revenue from search disgdlay advertising on our
start experiences. Such search and display adwertisvenue accounted for approximately 79%, 834d,&1% of our revenue for the years
ended December 31, 2011, 2012, and 2013, or $7ilidrm$101.6 million, and $90.4 million, respeatly, and 78% of our revenue for the
nine months ended September 30, 2014 , or $59li@miHowever, the prospects for continued demardirmarket acceptance for Internet
advertising are uncertain. If advertisers do nattionie to increase their usage of the Internenhaadaertising medium, our revenue would
decline. Advertisers that have traditionally rel@mdother advertising media may not advertise enrkernet. Most advertising agencies and
potential advertisers, particularly local advemsséave only limited experience advertising onlititernet and devote only a small portion of
their advertising expenditures to online advergsifis the Internet evolves, advertisers may finihenadvertising to be a less attractive or
less effective means of promoting their services @noducts than traditional methods of advertisind may not continue to allocate funds
Internet advertising. Many historical predictionsibdustry analysts and others concerning the dgrafthe Internet as a commercial medi
have overstated the growth of the Internet andsfmuld not rely upon them. This growth may not e@oumay occur more slowly than
estimated.

Most of our search revenue is based on the nunihgio “clicks” on sponsored links that are incldda search results generated
from our start experiences. Generally, each timmersumer clicks on a sponsored link, the searchigwothat provided the commercial
search result receives a fee from the advertiserpeid for such sponsored link and the search gesypays us a portion of that fee. We, in
turn, typically share a portion of the fee we regeewith our customer. If an advertiser receivestityerceives to be a large number of clicks
for which it needs to pay, but that do not resulaidesired activity or an increase in sales, tiveriser may reduce or eliminate its
advertisements through the search provider thatigeed the commercial search result to us. Thisti@aevould lead to a loss of revenue to
our search providers and consequently to lessergaiel to us, which would have a material negagifect on our financial results.

Market prices for online advertising may decrease b competitive or other factors. In additiona iarge number of Internet users
use filtering software that limits or removes adigéng from the users' view, advertisers may pexeéhat Internet advertising is not effective
and may choose not to advertise on the Internet.

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

Competition in the market for Internet-based sawiand products in which we operate is intensaraadves rapidly changing
technologies and customer and subscriber requiresnasnwell as evolving industry standards andueet|product introductions. Our
competitors may develop solutions that are singitasuperior to our technology. Our primary compesitinclude high-speed Internet service
providers with internal information technology stedipable of developing solutions similar to owtieology. Other competitors include
Yahoo!, Google, AOL and MSN, a division of MicrosoAdvantages some of our existing and potentiatpetitors hold over us include the
following:

. significantly greater revenue and financial reses
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. stronger brand and consumer recogni
. the capacity to leverage their marketing expenégacross a broader portfolio of services and st
. more extensive proprietary intellectual propdgrom which they can develop or aggregate conteéttitout having to pay fees

or paying significantly lower fees than we do;

. pre-existing relationships with content provilérat afford them access to content while blockirgaccess of competitors to
that same content;

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

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

If we are unable to compete effectively or we aseas successful as our competitors in our targekets, our sales could decline,
our margins could decline and we could lose mashkate, any of which would materially harm our bass) financial condition and results of
operations.

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

Today, there are relatively few laws specificalisedted towards conducting business over the Ietekfve expect more stringent
laws and regulations relating to the Internet t@bacted. The adoption or modification of lawsteslao the Internet could harm our busini
financial condition and results of operations byoag other things, increasing our costs and adinétiige burdens. Due to the increasing
popularity and use of the Internet, many laws agilations relating to the Internet are being datbat the international, federal and state
levels, which are likely to address a variety sfiss such as:

. user privacy and expressi

. ability to collect and/or share necessary infororathat allows us to conduct business on the It
. export complianct

. pricing and taxatiol

. fraud

. advertising

. intellectual property right

. consumer protectio

. protection of minor:

. content regulatiol

. information security; ar

. quality of services and produc

Several federal laws that could have an impactwrbasiness have been adopted. The Digital MillemnCopyright Act of 1998
reduces the liability of online service providefghord-party content, including content that mafringe copyrights or rights of others. The
Children's Online Privacy Protection Act imposeditidnal restrictions on the ability of online sems to collect user information from
minors. In addition, the Protection of ChildrenrfrGexual Predators Act
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requires online service providers to report evideofcviolations of federal child pornography lawsder certain circumstances.

It could be costly for us to comply with existingdapotential laws and regulations, and they coaldrhour marketing efforts and c
attractiveness to advertisers by, among other shiregtricting our ability to collect demographi@eapersonal information from consumers or
to use or disclose that information in certain wafya/e were to violate these laws or regulatiansif it were alleged that we had, we could
face private lawsuits, fines, penalties and injiomst and our business could be harmed.

Finally, the applicability to the Internet and atlwaline services of existing laws in various jdictions governing issues such as
property ownership, sales and other taxes, libélparsonal privacy is uncertain. Any new legislatio regulation, the application of laws ¢
regulations from jurisdictions whose laws do natreatly apply to our business, or the applicatibexsting laws and regulations to the
Internet and other online services could also m&esour costs of doing business, discourage Iriteamemunications, reduce demand for our
services and expose us to substantial liability.

Public scrutiny of Internet privacy issues may reslt in increased regulation and different industry sandards, which could deter or
prevent us from providing our current products and solutions to our customers, thereby harming our bugsess.

The regulatory framework for privacy issues worldevis currently in flux and is likely to remain & the foreseeable future.
Practices regarding the collection, use, storagasmnission and security of personal informatiorc@mpanies operating over the Internet
have recently come under increased public scrulihg. United States government, including the Féd&ede Commission and the
Department of Commerce, has announced that iviewéng the need for greater regulation for thdestilon of information concerning
consumer behavior on the Internet, including retiusaimed at restricting certain targeted adviegipractices. In addition, the European
Union is in the process of proposing reforms teksting data protection legal framework, whichymesult in a greater compliance burden
for companies with users in Europe. Various goveaninand consumer agencies have also called foregwation and changes in industry
practices.

Our business, including our ability to operate ardand internationally, could be adversely affedtéepislation or regulations are
adopted, interpreted or implemented in a mannérishiaconsistent with our current business prastiand that require changes to these
practices, our services or our privacy policies.

Risks Related to Ownership of Our Common Stock

Concentration of ownership among our directors, ofiters, large stockholders and their respective affates could limit our other
stockholders' ability to influence the outcome of ky corporate decisions, such as an acquisition ofiocompany.

Our directors, executive officers and holders oferthan 5% of our common stock, together with théfiliates, beneficially own or
control, directly or indirectly, as of NovemberZi)14 over 25% of our outstanding common stock. Assalt, these stockholders, if they act
together, would have the ability to influence sfigraintly the outcome of matters submitted to oockholders for approval, including the
election of directors and any merger, consolidatiorale of all or substantially all of our assétsaddition, these stockholders, if they act
together, would have the ability to influence sfigrsintly the management and affairs of our comp@wgordingly, this concentration of
ownership might harm the trading price of our comrstock by:

. delaying, deferring or preventing a change in mntiol;
. impeding a merger, consolidation, takeover or otheiness combination involving us
. discouraging a potential acquirer from making al&sroffer or otherwise attempting to obtain contbls

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

In June and July 2014, entities associated with GBgital Partners and Ratio Capital Partners itditahrough filings with the
Securities and Exchange Commission, that they banhficially own some 4.9% of our outstanding skafecommon stock. There can be no
assurance that JEC Capital Partners, Ratio Cdtataihers or another third party will not make asalicited takeover proposal in the future
take other action to acquire control of us or teeotvise influence our management and policiehd$¢ entities or another entity do take
control of 10% of our common stock, our stockhoddeghts plan could be triggered. Considering argpponding to any future proposal is
likely to result in significant additional costsus, and future acquisition proposals, other stolddr actions to acquire control and the
litigation that often
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accompanies them, if any, are likely to be costlg ame-consuming and may disrupt our operatiomsdivert the attention of management
and our employees from executing our strategic.pAalditionally, perceived uncertainties as to autufe direction as a result of stockholder
activism or actual or potential changes to the angitfpn of our board of directors may lead to tleeception of a change in the direction of
our business or other instability, which may beleited by our competitors, cause concern to ourecuror potential customers, and make it
more difficult to attract and retain qualified pemsel. If customers choose to delay, defer or redbeir reliance on, the services we provide
or do business with our competitors instead ofemabse of any such issues, then our business tiogerasults and financial condition would
be adversely affected.

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

Certain of our stockholders who held shares ofpwaferred stock before the consummation of ouripudffering now have demand
and piggyback rights to require us to register lith SEC the shares of common stock issued uparecsion of such preferred stock. If we
register any of these shares of common stock ttkisolders would be able to sell those sharesyfiaghe public market. Additionally,
some of these stockholders are currently ableltdhese shares in the public market without regtin under Rule 144.

In addition, the shares that are either subjeoutstanding options or that may be granted in tiheré under our equity plans will
become eligible for sale in the public market te &xtent permitted by the provisions of variougingsagreements.

If a substantial number of any of these additicahares described are sold, or if it is perceivatl dhsubstantial number of such
shares will be sold, in the public market, theimgdrice of our common stock could decline.

Some provisions of our certificate of incorporation bylaws and Delaware law may discourage, delay @revent a merger or acquisitior
or prevent the removal of our current board of directors and management.

Our amended and restated certificate of incorpamadnd amended and restated bylaws contain prosgisiat may discourage, delay
or prevent a merger or acquisition or prevent #reaval of our current board of directors and manegg. We have a number of anti-
takeover devices in place that will hinder takeaattempts, including:

. our board of directors is classified into thodgsses of directors with staggered thyear terms

. our directors may only be removed for cause, @iy with the affirmative vote of a majority ofdéhvoting interest of
stockholders entitled to vote;

. only our board of directors and not our stockhdaddeill be able to fill vacancies on our board afediors

. only our chairman of the board, our chief examubfficer or a majority of our board of directpesid not our stockholders, are
authorized to call a special meeting of stockhader

. our stockholders will be able to take action ortla aneeting of stockholders and not by written eon

. our amended and restated certificate of incafpmm authorizes undesignated preferred stockigtimes of which may be
established and shares of which may be issued wigtockholder approval; and

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

These provisions and other provisions in our chalbeuments could discourage, delay or preverdrsstiction involving a change in
our control. Any delay or prevention of a changeantrol transaction could cause stockholdersde B substantial premium over the then-
current trading price of their shares. These piomscould also discourage proxy contests and amalkke it more difficult for our
stockholders to elect directors of their choosingpacause us to take other corporate actions stactkholders desire.

In addition, we are subject to Section 203 of tledallvare General Corporation Law, which, subjegdime exceptions, prohibits
“business combinations” between a Delaware corfmrand an “interested stockholder,” which is galigrdefined as a stockholder who
becomes a beneficial owner of 15% or more of aWata corporation's voting stock, for a three-yeariqul following the date that the
stockholder became an interested stockholder.@e263 could have the effect of delaying, deferongreventing a change in control that
our stockholders might consider to be in their etgrests.
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Finally, on July 14, 2014 we implemented a stocHBbplrights plan, also called a poison pill, whictaynhave the effect
discouraging or preventing a change of controlsoby, among other things, making it uneconomicabfthirdparty to acquire us on a hos
basis.

We have not paid cash dividends on our capital stecand we do not expect to do so in the foreseealilgure.

We have not historically paid cash dividends onaapital stock, and we have agreed not to pay angethds or make any other
distributions in our loan agreement with Siliconllég Bank. We anticipate that we will retain altdwe earnings and cash resources for the
future operation and development of our business$as a result, we do not anticipate paying ank dasdends to holders of our capital st
for the foreseeable future. Any future determinmatiegarding the payment of any dividends will bedmat the discretion of our board of
directors and will depend on our financial conditicesults of operations, capital requirementsegarbusiness conditions, bank covenants
and other factors that our board may deem rele@onsequently, investors must rely on sales of t@hmon stock after price appreciation,
which may never occur, as the only way to realizg fature gains on their investment.

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

The trading price of our common stock has been,isfikiely to continue to be, volatile and couldctiee substantially within a short
period of time. For example, since shares of ounroon stock were sold in our initial public offerimgFebruary 2012 at a price of $5.00 per
share through the close of business on Novemb&0 ¥4, our trading price has ranged from $1.53 @@l The trading price of our common
stock may be subject to wide fluctuations in resgoto various factors, some of which are beyonctoutrol, including but not limited to the
various factors set forth in this "Risk Factorsttgen, as well as:

. variations in our financial performan

. announcements of technological innovations, sewices and products, strategic alliances, assgistions, or significant
agreements by us or by our competitors;

. recruitment or departure of key personnel, agthe appointment of Himesh Bhise, our currergiBemt and Chief Executive
Officer or the appointment of Scott Murphy to owabd of directors; or the departures of Ronald fdnkel, our former
President and Chief Executive Officer, or ScotBailey, our former Chief Operating Officer;

. changes in the estimates of our operating resulthanges in recommendations or withdrawal s¢aech coverage by
securities analysts;

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

. adoption or modification of laws, regulations]ipies, procedures or programs applicable to asiriess or announcements
relating to these matters.

In addition, if the market for technology stockstlme stock market in general experiences losswasitor confidence, the trading
price of our common stock could decline for reasam®lated to our business, financial conditiomesults of operations. The trading price of
our common stock might also decline in reactioruents that affect other companies in our industen if these events do not directly affect
us. Some companies that have had volatile markeggfor their securities have had securities casisns filed against them. Such a suit
filed against us, regardless of its merits or omtepcould cause us to incur substantial costs auld clivert management's attention.

If securities or industry analysts do not publish esearch or reports about our company, our stock pde and trading volume could
decline.

The trading market for our common stock dependsaim on the research and reports that securitigsdastry analysts publish about
us or our business. If one or more of the analysis cover us downgrade our stock or publish inaateuor unfavorable research about our
business, our stock price would likely declineote or more of these analysts cease coverage aboypany or fail to publish reports on us
regularly, demand for our stock could decreaseclwhmight cause our stock price and trading voluonaetcline.
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The requirements of being a public company, includig increased costs and demands upon management agsult of complying with
federal securities laws and regulations applicable public companies, may adversely affect our finatial performance and our ability
to attract and retain directors.

As a public company, we are subject to the repgméguirements of the Securities Exchange Act 8419s amended, or the
Exchange Act, the Sarbanes-Oxley Act, the Dodd4k&all Street Reform and Consumer Protection Acthe Dodd-Frank Act, and the
rules and regulations of The NASDAQ Global Markete Sarbanes-Oxley Act, as well as rules subselyuemtlemented by the SEC and
NASDAQ, impose additional requirements on publimpanies, including enhanced corporate governarasipes. For example, tl
NASDAQ listing requirements require that listed @anies satisfy certain corporate governance rempeinés relating to independe
directors, audit committees, distribution of annauadl interim reports, stockholder meetings, stotddraapprovals, solicitation of proxies,
conflicts of interest, stockholder voting rightddacodes of business conduct. Our management teatintited experience managing a
publicly-traded company or complying with the iresangly complex laws pertaining to public companiasaddition, most of our current
directors have limited experience serving on thertt® of public companies.

The requirements of these rules and regulations hmreased and will continue to increase our |e@aounting and financial
compliance costs, make some activities more diffittme-consuming and costly and may also plaatuerstrain on our personnel, systems
and resources. Our management and other persomisedevote a substantial amount of time to thegeirements. These rules and
regulations will also make it more difficult and recexpensive for us to maintain directors' andcef§' liability insurance, and we may be
required to accept reduced coverage or incur sotialig higher costs to maintain coverage. If we anable to maintain adequate directors'
and officers' insurance, our ability to recruit amthin qualified directors, especially those dives who may be considered independent for
purposes of NASDAQ rules, and officers may be gigantly curtailed.

Item 2. Unregistered Sales of Equity Securities and Use Bfoceeds

Use of Proceeds

In February 2012, we completed the initial publifeong of shares of our common stock, in whichiggied and sold 5,454,545
shares of common stock at a price to the publ&50d0 per share, for aggregate gross proceeds ©Bdmpany of $27.3 million, in each case
excluding shares of common stock sold by sellingldtolders in the offering. The offer and sale lbbathe shares in the IPO were registe
under the Securities Act pursuant to a registragiatement on Form S-1 (File No. 333-178049), wiiels declared effective by the SEC on
February 9, 2012.

There has been no material change in the planredfysroceeds from our initial public offering assdribed in our final prospectus
filed with the SEC on February 10, 2012 pursuarRtite 424(b).

Issuer Purchases of Equity Securit

Maximum Number (or
Approximate Dollar Value)

Total Number of Shares (or

Average Price Paid per

Total Number of Shares (or
Units) Purchased as Part of]
Publicly Announced Plans of

of Shares (or Units) that
May Yet Be Purchased
Under the Plans or

Period Units) Purchased Share (or Unit) Programs Programs
January 1, 2014-January 31, 2014 0 0 0 $0
February 1, 2014-February 28, 2014 0 0 0 $0
March 1, 2014-March 31, 2014 22,000 (1) $2.5256 22,000 (1)(2) $4,944,436.80
April 1, 2014-April 30, 2014 103,050 (1) $2.4784 103,050 (1)(2) $4,689,037.68
May 1, 2014-May 31, 2014 104,000 (1) $2.4183 ,00a (1)(2) $4,437,521.92
June 1, 2014-June 30, 2014 0 0 0 $4,437,521.92
July 1, 2014-July 31, 2014 0 0 0 $4,437,521.92
August 1, 2014-August 31, 2014 0 $4,437.921
September 1, 2014-September 30, 2014 0 0 0 38$421.92

Notes:
(1) Represents shares of outstanding common ¢

(2) On March 5, 2014, we announced that our bohdirectors had approved a Stock Repurchase Rrggraich authorized the
repurchase of up to $5,000,000 worth of or outstapdommon stock. The Stock Repurchase Programdaspiration date, and m.
be suspended or discontinued at any time withotiteAll such shares were
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repurchased under the Stock Repurchase Progranitickddly, as of November 6, 2014, we have repuselgsa total of 229,050 sha
of our common stock under the Stock Repurchaser&@mogt an average price per share of $2.4557. Alwémber 6, 2014, we may
yet purchase up to $4,437,521.92 worth of our antlihg common stock under the Stock Repurchasedhng

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Item 5. Other Information
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On November 11, 2014, our board of directors agpdiceorge Chamoun, one of our executive offi@sRresident of Sales and
Marketing. Prior to such appointment, Mr. Chamowswur Executive Vice President of Sales and Margétom June 2009 to November
2014 and was our Senior Vice President of CliemtiSes from December 2000 to June 2009. Mr. Chanveascofounder of Chek, Inc., ol
of our predecessor companies, and served as gglEneé from January 1998 until its acquisition. Bhamoun holds a B.A. in Political
Science from the State University of New York affglo.

Iltem 6. Exhibits

The exhibits listed in the Index to Exhibits (follmg the signatures page of this Quarterly Reporform 10-Q) are filed with, or
incorporated by reference in, this Quarterly ReporfForm 10-Q.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to be signed on its
behalf by the undersigned thereunto duly authorized

SYNACOR, INC.
November 14, 2014 By: /s/ HIMESH BHISE

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

November 14, 2014 By: /s/ WILLIAM J. STUART

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

Exhibit
No. Exhibit

3.1* Certificate of Designations of Series A Jurfarticipating Preferred Stock of Synacor, Inc.

4.1* Rights Agreement, dated July 14, 2014, betw&gnacor, Inc. and American Stock Transfer & T@ismpany, LLC, which
includes the form of Certificate of DesignationsEadibit A, the form of Rights Certificate as ExhiB and the Summary of

Rights to Purchase Preferred Shares as Exhibit C.
10.1.1¥ Employment Letter Agreement with HimeslisBldated August 4, 2014.
10.1.2%+ Stock Option Agreement with Himesh Bhisenged on August 4, 2014.
10.2 Amendment #5 to Master Services and Linkigge&ment between Toshiba America Information Systént. and Synacor,
Inc. dated as of September 25, 2014.
31.1 Certifications of the Chief Executive Offiqairsuant to Section 302 of the Sarbanes-OxleyoA2002.

31.2 Certifications of the Chief Financial Offiggursuant to Section 302 of the Sarbanes-OxleyoA2002.

32.1 Certifications of the Chief Executive Offi@rd Chief Financial Officer pursuant to 18 U.SS8ction 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002.

101.INST XBRL Instance Document
101.SCHt XBRL Taxonomy Schema Linkbase Document

101.CALT ypRL Taxonomy Calculation Linkbase Document
101.DEFT ygRL Taxonomy Definition Linkbase Document

101.LABY XBRL Taxonomy Labels Linkbase Document
101.PREtT XBRL Taxonomy Presentation Linkbase Danm

* Incorporated by reference to Form 8-K filed artyJ15, 2014.

T Indicates management contract or compensatarygl arrangement.

T Pursuant to Rule 406T of Regulation S-T, therbuttive Data Files on Exhibit 101 hereto are dekbnw filed or part of a registration
statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendezidaemed not filed for purposes
Section 18 of the Securities and Exchange Act 8418s amended, and otherwise are not subjecthitity under those sections.
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July 31, 2014
Himesh Bhise

Dear Himesh:
Synacor, Inc. (the “ Compalriyis pleased to offer you employment on the follogvterms:

1. Position, Term. Your title will be Chief Executive Officer, andy will at all times report to the Company’s BoafdDirectors (the “
Board”). This is a fulltime exempt position. While you render servicesh® Company, you will not engage in any other erymplent
consulting or other business activity (whether-filie or parttime) that would create a conflict of interest witle Company. By signing tt
letter agreement (the * Agreeméit you confirm to the Company that you have no comtilccommitments or other legal obligations
would prohibit you from performing your duties fire Company. Upon commencement of your employmeantwill be appointed to tl
Company’s Board. Without limiting Section 9, thenteof this Agreement shall commence on August 442@he “ Effective Daté), which
shall be the date your employment with the Compemyimences, and shall continue thereafter for amlirperiod ending on the thi
anniversary of the Effective Date. On the third imarsary of the Effective Date and on each suceesanniversary of the Effective D
thereafter, this Agreement shall be automaticahexed for successive ogear periods subject to termination by either paggn providin
written notice of such termination at least siX@@) days prior to the end of any such period (therm”).

2. Cash Compensation The Company will pay you a starting salary at thte of $400,000 per year, payable in accordante tive
Company’s standard payroll schedule. This salary e subject to increase, but not decrease, puatsttathe Compang employe
compensation policies in effect from time to tife addition, you will be eligible to be considerfedt an incentive bonus for each fiscal
of the Company. The bonus (if any) will be awartbeded on objective and/or subjective criteria distadd and approved by the Board o
Compensation Committee after consultation with yoour target bonus will be equal to 100% of yowsrttannual base salary. Any bonus
the fiscal year in which your employment begind Wé prorated, based on the number of days yoerapoyed by the Company during t
fiscal year. The bonus for a fiscal year will badpafter the Companyg’ books for that year have been closed (but ineant within 2%
months after the close of that fiscal year) buyahyou are employed by the Company at the timpayfment, except as is otherwise prov
in Section 6. The determinations of the Board wéhpect to your bonus will be final and binding.alhdition, upon the commencemen
your employment, the Company will pay you a sigrtdgus of $40,00(

3. Employee Benefits As a regular employee of the Company, you will digible to participate in all Comparsponsored benef
provided to executive officers. In addition, youlwie entitled to paid vacation in accordance wiith Companys vacation policy, as in effe
from time to time.

4. Equity Compensation. Upon commencement of your employment, you witleiee a grant of an option to purchase 2,001,338esho
the Company’s common stock (representing 6% ofGbmpany’s common stock on a fully diluted and asvested basis) (the * Grafi}.
You will vest in 25% of the Grant on the one yeanigersary of your employment, and the balancehefGrant will vest in equal montt
installments over the next 36 months. In




addition, (a) if the Company undergoes a Changeanitrol before your service with the Company temd@s and, within twelve months a
such Change of Control the Company (or the surgigiarporation) terminates your employment for aggson other than Cause or Perme
Disability or you terminate your employment for GoReason and a Separation occurs, then (1) if €hetmge of Control occurs within 1
first 12 months after the Effective Date, the vdgtertion of the Grant shall be determined by agdi months to your actual service, anc
if such Change of Control occurs after the datéithd2 months after the Effective Date, then 108f%he then unvested shares of your C
will immediately vest and be exercisable and (thg Company terminates your employment for angoeather than Cause or Perma
Disability or you terminate your employment for GloBeason, in each case prior to a Change of Comtnol a Separation occurs, then
vested portion of the Grant shall be determineddying 12 months to your actual service.

5. Travel ExpensesYour principal place of business will be at the Qamy’s headquarters in Buffalo, NY. You agree to rendpartmer
in the Buffalo, NY area within four months afteryyacommencement of employment. The Company withlrirse you for reasonable tre
expenses commuting from the Philadelphia, PA aoetheé Compang headquarters and will provide a stipend of $2,000month for a
apartment and other living expenses in the Buffdld,area.

6. Severance Pay

(&) General. Subject to this Section 6 and the other termscamdlitions of this Agreement, you or the Comparayrterminat
your employment at any time for any reason or rasoa. If the Company terminates your employmenhaut Cause, or terminates
Agreement prior to the Effective Date, or if yountnate your employment for Good Reason, and a r&&pa occurs (a ‘Qualifiec
Termination”), then you will be entitled to the benefits descrilirethis Section 6. However, this Section 6 wilk mpply unless you (i) ha
returned all Company property in your possessiinhgve resigned as a member of the Boards ofdire of the Company and all of
subsidiaries, to the extent applicable, and (giydrnexecuted a general release of all claims thatyay have against the Company or pel
affiliated with the Company with respect to yourmayment or termination of your employment. Theeese will be in the form attact
hereto as Exhibit A You must execute and return the release on arddhe date specified by the Company in the piesdrform (the “
Release Deadling. The Release Deadline will in no event be later th@rdays after your Separation. If you fail to ratthe release on
before the Release Deadline, or if you revoke #iease, then you will not be entitled to the basafiescribed in this Section 6. If yi
employment terminates for any reason other tharualified Termination, then you will be entitled griio payment of salary and bene
accrued through the date of your termination ang rights to benefits otherwise provided for undee terms of the applicable emplo
benefit plan.

(b) Salary Continuation . If you experience a Qualified Termination thentie Company will continue to pay your thannua
base salary for a period of twelve months afterry®eparation, (ii) the Company will pay you anyresat but unpaid bonus for the y
preceding the year in which your employment is teated, payable on the same date as bonuses aréopather executives with respec
such fiscal year and (iii) if you are eligible fand properly elect to continue group health insceacoveragender the Consolidated Omnil
Budget Reconciliation Act (* COBRA) after your Separationthe Company will pay the monthly premium underBERA for you and, i
applicable, your dependents for a tweinenth period following your Separation. In additignsuch Qualified Termination occurs within
months following a Change of Control, then the Campwill also pay you an amount equal to your ahterget bonus amount for the y
in which the termination occurs, payable in instalhts accordance with the Company’s standard dayrotedures over a twelvaontr
period. Your base salary will be paid at the rateffect at the time of your Separation and in adance with the Company/'standard payr¢
procedures. The salary continuation payments drapglicable, target bonus payments, will commeoghe Company first payroll the
occurs on or following the 6lday after your Separation and, once they commemilénclude any unpaid amounts accrued from thie dd
your SeparatiorAny amounts you earn through subsequent employorestherwise shall not reduce any payments to wiathare entitle
hereunder.




(c) Section 409A. For purposes of Section 409A of the Code, eatdrys@ontinuation payment under Section 6(b) isebg
designated as a separate payment. If the Compdegmiees that you are a “specified employaatler Section 409A(a)(2)(B)(i) of the Cc¢
at the time of your Separation, then (i) the satamgtinuation payments under Section 6(b), to tiiere that they are subject to Section 4
of the Code, will commence on the first businesg fdélowing the earlier of (a) the expiration ofetlsix-month period measured from
Separation or (b) your death after your Separadiuh (i) the installments that otherwise would haeen paid during the first six months &
your Separation will be paid in a lump sum when ghtary continuation payments commence. Additignatl the event that following tt
Agreements effective date Company reasonably determinesathatompensation or benefits payable under thieément may be subject
Section 409A of the Code, Company and you shallkwogether to adopt such amendments to this Agreemreadopt other policies
procedures (including amendments, policies and gaiees with retroactive effect), or take any otbemmercially reasonable acti
necessary or appropriate to (x) exempt compensatiwh benefits payable under this Agreement fronti@ect09A of the Code andi
preserve the intended tax treatment of compensatidrbenefits provided with respect to this Agreenoe (y) comply with the requiremei
of Section 409A of the Code and related Departroéiireasury guidance. With respect to expensesbiifor reimbursement or any kind
benefits to be paid or provided under the termthefAgreement, (i) the amount of such expensesbididor reimbursement in any taxa
year or i-kind benefits provided during any tax year shall affect the expenses eligible for reimbursemenn-&ind benefits to be provids
in another taxable year, (ii) any reimbursementsuth expenses shall be made no later than theofetite calendar year following t
calendar year in which the related expenses wererred and (iii) the right to reimbursement orkind benefits shall not be subjeci
liquidation or exchange for any other benefit.

(d) Potential Payment Reduction. Notwithstanding any other provisions in this Agmeent, in the event that any paymer
benefit received or to be received by you (inclgdiwithout limitation, any payment or benefit raca in connection with a Change
Control or the termination of your employment, wietpursuant to the terms of this Agreement or@hgr plan, program, arrangemen
agreement) (all such payments and benefits, togetie “Total Paymentsjvould be subject (in whole or in part) to any egciax impose
under Section 4999 of the Code, or any successstigion thereto (the “Excise Tax)hen, after taking into account any reduction ie
Total Payments provided by reason of Section 28DtheoCode in such other plan, agreement, arrangeoreprogram, the Total Payme
shall be reduced (but in no event to less than)zarthe following order to the extent necessanyttsd no portion of the Total Payment
subject to the Excise Tax: (i) cash payments tbatat constitute deferred compensation within tleaning of Section 409A of the Code,
acceleration of vesting of equity and equity-basadhrds and nonash benefits that do not constitute deferred cosggeon within th
meaning of Section 409A of the Code and (iii) @aller cash payments, acceleration of vesting ofteguid equity-based awards and roast
benefits that do constitute deferred compensatitinimthe meaning of Section 409A of the Code fthgments and benefits in clauses (i)
and (iii), together, the “Potential Payments”); yded, however, that the Potential Payments shall only be redifo@] the net amount of tl
Total Payments, as so reduced (and after subtgattiennet amount of federal, state, municipal @oallincome taxes on such reduced 1
Payments and after taking into account the phaseobitemized deductions and personal exemptiotr#batable to such reduced Tc
Payments), is greater than or equal to (b) themetunt of the Total Payments without such redudfimn after subtracting the net amour
federal, state, municipal and local income taxessoch Total Payments and the amount of Excise ®axhich you would be subject
respect of such unreduced Total Payments and tfkémg into account the phase out of itemized dédos and personal exemptic
attributable to such unreduced Total Payments)déiermination under this Section 6(d) shall be enlayl a nationally recognized accoun
firm or law firm selected by the Company (the “Tasvisor”). The Company and you will each provide the Tax Adwvigccess to and cop
of any books, records and documents in the posses$ithe Company or Employee, as the case mayebspnably requested by the
Advisor, and otherwise cooperate with the Tax Adwis connection with the preparation and issuasfdée determinations and calculati
contemplated by this Section 6(d).




7. Proprietary Information and Inventions Agreement . Like all Company employees, you will be required, a condition of yo
employment with the Company, to sign the Compargtandard Proprietary Information and Inventiorgre®ment, a copy of which
attached hereto as Exhibit.B

8. Attorneys’ Fees The Company shall reimburse you for all reasamédiial fees and expenses incurred in connectitinhis review an
negotiation of this offer letter and documentatiaith respect to his Option executed in connecti@retvith, subject to approprii
documentation of same, up to a maximum of $5,000.

9. Withholding Taxes. All forms of compensation referred to in this Agment are subject to reduction to reflect appleabthholding
and payroll taxes and other deductions requirethlsy You are encouraged to obtain your own tax @vegarding your compensation ft
the Company. You agree that the Company does na aaduty to design its compensation policies imanner that minimizes your 1
liabilities, and you will not make any claim agaittse Company or the Board related to tax lialgifitarising from your compensation.

10. Interpretation, Amendment and Enforcement. This Agreement and the exhibits hereto constitbée complete agreement betw
you and the Company, contain all of the terms afry@mployment with the Company and supersede aoy ggreements, representation
understandings (whether written, oral or impliedjvbeen you and the Company. This Agreement map@eimended or modified, except
an express written agreement signed by both yowaahdy authorized officer of the Company. The tewhthis Agreement and the resolu
of any disputes as to the meaning, effect, perfagaar validity of this Agreement or arising out mdlated to, or in any way connected w
this Agreement, your employment with the Companyany other relationship between you and the Comp#my “ Disputes’) will be
governed by New York law, excluding laws relatimydonflicts or choice of law. You and the Compamprsit to the exclusive persol
jurisdiction of the federal and state courts lodateNew York in connection with any Dispute or arigim related to any Disput

11. Assignment This Agreement and all of your rights and obligias hereunder are personal to you and may notbsferred or assign
by you at any time. This Agreement shall be bindimgany successor to the Company in the same mamueto the same extent that
Company would be required to perform it if no sstitcession had taken place. As used in this Agneertiee “Company’shall mean tr
Company and any successor to all or substantidlllgfats business and/or assets, which assumesagrees to perform this Agreement
operation of law, or otherwise. This Agreement khalre to the benefit of and be enforceable by yamd your personal or leg
representatives, executors, administrators, suoredseirs, distributees, devisees and legategsulshould die while any amount would :
be payable to him hereunder had he continued &g &l such amounts, unless otherwise providedimesball be paid in accordance with
terms of this Agreement to his estate.

12. Notices. Any notice, request, demand or other communioatéqjuired or permitted hereunder shall be deeradukbtproperly give
when personally delivered in writing to the perd&ming served or the designated officer of the c@fgoparty being served; deposited in
United States mail, first class, registered orifiedt with return receipt requested, postage pib@aid addressed as specified below tc
person otherwise designated, on the date of reaeiftsal or nordelivery indicated on the return receipt; sent bgraight mail; or sent t
telecopier; and addressed to the Company at igguaaters and to you at your most recent addre$iteomith the Company.

13. Indemnification.You and the Company will enter into an indemnificatagreement, in the form attached hereto as b@ib
14. Definitions. The following terms have the meaning set fortlolwenvherever they are used in this Agreement:
“ Cause” means (a) your unauthorized use or disclosurth@fCompanys confidential information or trade secrets, w

use or disclosure causes material harm to the Coyniih) your material breach of Agreement or thepfietary Information and Inventio
Agreement between you and the Company, (c) youemahfailure to




comply with the Company’s material written policisrules, (d) your conviction of, or your plea“gtiilty” or “no contest’to, a felony unde
the laws of the United States or any State, oydge) gross negligence or willful misconduct in {herformance of your duties, provided tl
in the case of clauses (c) or (e), (A) the Compaexy given written notice to you of the facts andwinstances as the basis for a termini
for Cause within 30 days following the Compan¥nowledge of such facts and circumstances, (B) d@ not remedy the circumstan
constituting Cause within 10 business days aftegipe of such notice to cure, and (C) the Companyinates you within 120 days followi
its knowledge of such facts and circumstances.

“ Change of Control” means:

(a) the consummation of any merger or consatidatf the Company with or into another corporatagher than a merg
or consolidation in which the holders of more t%% of the shares of capital stock of the Compautgtanding immediately prior to st
transaction continue to hold (either by the votgegurities remaining outstanding or by their betogverted into voting securities of
surviving entity) more than 50% of the total votipgwer represented by the voting securities of Gloenpany, or such surviving enti
outstanding immediately after such transaction;

(b) the sale, transfer or other dispositionlbbasubstantially all of the Company’s assets;

(c) achange in the composition of the Boarda assult of which fewer than 50% of the incumbdintéctors are directa
who either:

(i) bhad been directors of the Company on the @dtmonths prior to the date of such change icdimeposition ¢
the Board (the “ Original Directof$; or

(i) were appointed to the Board, or nominated dlection to the Board, with the affirmative votef at least
majority of the aggregate of (A) the Original Ditexs who were in office at the time of their appoient or nomination and (B) t
directors whose appointment or nomination was piesty approved in a manner consistent with thig&aph (ii); or

(d) Any transaction or series of related tratisas as a result of which any person becomes lleaéficial owner” &<
defined in Rule 13& under the Securities Exchange Act of 1934, asnded, directly or indirectly, of securities of tf@ompan
representing at least 50% of the total voting povegresented by the Compasythen outstanding voting securities. For purpasfethis
Subsection (d), the term “persoshall have the same meaning as when used in sedi8{d) and 14(d) of the Securities Exchange A
1934, as amended, but shall exclude (i) a trustegher fiduciary holding securities under an emgpkbenefit plan of the Company and (
corporation owned directly or indirectly by the dtholders of the Company in substantially the samogportions as their ownership of
common stock of the Company.

A transaction shall not constitute a Change of @it its sole purpose is to change the statehef Companys incorporation or to create
holding company that will be owned in substantialig same proportions by the persons who held tirapanys securities immediate
before such transaction. In addition, a transaatidhnot constitute a Change of Control unlesststransaction also constitutes éhange i
control event” as defined in Treasury Regulatiot82A-3(i)(5).

“ Code” means the Internal Revenue Code of 1986, as astend
“ Good Reason” means the occurrence of any of the following, withgour consent (i) a material diminution in y

duties, authority, responsibilities or title (whishall include for the avoidance of doubt, sendsga member of the Board or reporting dire
to the Board), (ii) a reduction in your then cutrsalary or bonus target




percentage, (iii) the Comparsyimaterial breach of this Agreement, (iv) the regmient that you relocate your family and primarsiadence ¢
(v) the Company provides a notice of non-renewaheftheneurrent Term; provided that (A) you have given terit notice to the Compa
of the facts and circumstances as the basis fesigmation for Good Reason within 30 days followyayr knowledge of such facts ¢
circumstances, (B) the Company does not remedygithemstances constituting Good Reason within 38irtmss days after receipt of s
notice to cure, which cure in the event that iate$ to subsection (ii) shall include a retroactggustment in compensation, and (C)
resign within 120 days following your knowledgesnfch facts and circumstances.

“ Permanent Disability ” means that you are unable to perform the essdntiations of your position, with or withc
reasonable accommodation, for a period of at E28tconsecutive days because of a physical or iiemtairment.

“ Separation” means a “separation from service,” as definetheregulations under Section 409A of the Code.
* k k *k %




We hope that you will accept our offer to join tBempany. You may indicate your agreement with thesms and acce
this offer by signing and dating both the enclodedlicate original of this Agreement and the enetbProprietary Information and Inventis
Agreement and Indemnification Agreement and retgrhem to me. As required by law, your employmeith the Company is continge
upon your providing legal proof of your identitycaauthorization to work in the United States.

Himesh, we are very pleased to be presenting ydh this offer. We are confident that your skill;tleusiasm ar
professionalism will add to Synacsrsuccess while creating the opportunities and neésvédnat will help you achieve your professionadig
We look forward to having you as a part of our team

Very truly yours,
SYNACOR, INC.

/sl Jordan Levy
JORDAY LEVY
CHAIRMAN OF THE BOARD OF DIRECTORS

I have read and accept this employment offer:

/s/ Himesh Bhise
Signature of Himesh Bhise

Dated: July 31, 2014

Attachments

Exhibit A: Form of Release
Exhibit B: Proprietary Information and Inventiong@ement
Exhibit C: Indemnification Agreement



SYNACOR, INC.
INDUCEMENT GRANT
NOTICE OF STOCK OPTION GRANT
(EARLY EXERCISE)

The Optionee whose name is set forth below has pested the following option to purchase sharethefcommon stock of Synacor, |

(the “ Company):

Name of Optionee:

Total Number of Shares:
Type of Option:

Exercise Price per Share:
Date of Grant:

Vesting Commencement Date:

Date Exercisable:

Vesting Schedule:

Expiration Date:

Himesh Bhise

2,001,338

Nonstatutory Stock Option
$2.38

August 4, 2014
August 4, 2014

This option may be exercised at any time aftehte of Grant for all or any part of
the Shares subject to this option.

This option vests with respect to the first 25%twf shares subject to this option when
the Optionee completes 12 months of continuousi&e(as defined in the attached
Stock Option Agreement) from the Vesting Commenagrbate. Thereafter, this
option vests with respect to an additional 2.083%he shares subject to this option
when the Optionee completes each additional mantlrtinuous Service. This option
may vest on an accelerated basis as set forthcitio8el of the Stock Option
Agreement.

August 3, 2024. This option expires earlier if ptionee’s Service terminates earlier,
as described in the Stock Option Agreement, andterayinate earlier in connection
with certain corporate transactions as describeddrattached Stock Option
Agreement.

The Optionee and the Company agree that this opigranted under this Notice of Stock Option Gramd the Stock Option Agreement,
which is attached to, and made a part of, this osu.

The Optionee further agrees to accept by emaitladluments relating to the Stock Option Agreementh@ option (including, withol
limitation, prospectuses required by the Securaieg Exchange Commission) and all other documéatsthie Company is required to deli
to its security holders (including, without limiia, annual reports and proxy statements). Thed@pé also agrees that the Company
deliver these documents by posting them on a websitintained by the Company or by a third partyeurwbntract with the Company. If 1
Company posts these documents on a website, ihatifly the Optionee by email.

The Optionee further agrees to comply with the Canyfs Insider Trading Policy when selling shareshef Company’s common stock.

OPTIONEE

/s/ Himesh Bhise

SYNACOR, INC.

By: /s/ Jordan Levy
Title:  Chairman




SYNACOR, INC.
INDUCEMENT GRANT

STOCK OPTION AGREEMENT

WHEREAS, the Optionee is a new Employee who eiffjehas not previously served as an Employee actlir of th
Company, or (ii) has entered into a new employmelationship with the Company following a bona figkriod of non-employment; and

WHEREAS, the Compensation Committee of the Boardaomajority of the Compang’ Independent Directors
determined that the Optionee shall be granted aioropinder this Agreement as an inducement matésidhe Optionee entering int
employment with the Company.

The parties hereby agree to the following:

1. Purpose of OptionThe purpose of this option is to provide an iretaent material to the Optionee entering
employment with the Company. This option is intehde encourage ownership in the Company by an iddal whose londern
employment or other service relationship with thempany is considered essential to the Commamgntinued progress and, thert
encourage the Optionee to act in the sharehol@t@es’est and share in the Companguccess. This option is intended to be exempt fra
shareholder approval requirements pursuant toittdutement grant exception” provided by Rule 5638{cof the Nasdaq Listing Rules.

2. Grant of Option Subject to all of the terms and conditions sethfin the Notice of Stock Option Grant, t
Agreement, the Company has granted the Optionespton to purchase up to the total number of shapesxified in the Notice of Sto
Option Grant at the exercise price indicated inNlo¢ice of Stock Option Grant.

3. Administration of Option

3.1 _Procedures; Administrative BodieShis Agreement shall be administered by the Bo#ttd Committe
and/or their delegates. To the extent desirablputdify transactions hereunder as exempt under R&ibe8 promulgated under the Excha
Act (* Rule 16b3 "), this option shall be granted by the entire Rbar a Committee of two or more “non-employee diwes’ within the
meaning of Rule 16B8- In order to comply with any applicable Nasdaethrer stock exchange listing requirements, thisoogs granted k
the Compensation Committee of the Board or a nigjofi the Company Independent Directors and will be administered imanner th.
complies with such requirements. Except to thergxeohibited by applicable law, the Administratnay delegate to one or more individt
the day-to-day administration of this option. Sdeflegation may be revoked at any time.

3.2 _Powers of the AdministratoiSubject to the provisions of this option andthe case of a Committee or deleg
acting as the Administrator, subject to the spedifities delegated to such Committee or delegétesAdministrator shall have the authol
in its discretion to (i) determine the terms andhditions of this option, including but are not lted to, any vesting and/or exercisab
acceleration or waiver of forfeiture restrictiotise acceptable forms of consideration, and anyicést or limitation regarding any Sha
relating hereto, (ii) determine whether and to wédent any performance goals have been attaiiigdnterpret the option, (iv) make, ame
and rescind rules relating to the option, (v) imgpasch restrictions, conditions or limitations addtermines appropriate as to the timing
manner of any resales by the Optionee of any Shssasd pursuant to the option, including reswitsi under an insider trading policy
restrictions as to the use of a specified brokefaugefor such resales, and (vi) make all otherisieos relating to the operation of the option.

3.3 _Effect of Administratés Decision. The Administratols decisions, determinations and interpretationd sleafinal
and binding on the Optionee.

4. Exercisability and Vesting




4.1 This option is immediately exercisable witispect to all or any part of the option (howevkis option ma
not be exercised for fractional shares), as st farthe Notice of Stock Option Grant.

4.2 This option vests in accordance with thdingsschedule set forth in the Notice of Stock OptiGrant. In n
event will this option vest for additional shardteathe Optionees Service has terminated for any reason. In addi{ia) if the Compar
undergoes a Change of Control before the Optien8etvice terminates and, within twelve monthsrafteh Change of Control the Comp
(or the surviving corporation) terminates the Opties Service for any reason other than Cause or Pemhaddisability or the Optiont
terminates his Service for Good Reason and a Sapa@ccurs, then (1) if such Change of Controlussawithin the first 12 months of t
Optionee’s Service, the vested portion of this@mpshall be determined by adding 36 months to th#o@ees actual Service, and (2) if st
Change of Control occurs after 12 months of theiddpe’s Service, then 100% of this option will immedigtebst and (b) if the Compa
terminates the Optionex'Service for any reason other than Cause or Pemhd@isability or the Optionee terminates his Sarvior Goo:
Reason, in each case, prior to a Change of Coratnal,a Separation occurs, then the vested porfidhi option shall be determined
adding 12 months to the Optionee’s actual Service.

5. Method of Exercise




5.1 When the Optionee wishes to exercise thimepthe Optionee must notify the Company by §lithe prope
“Notice of Exercise”form at the address given on the form or, if thenpany has designated a brokerage firm to admintisigroption, th
Optionee must notify such brokerage firm in the mersuch brokerage firm requires. The Optiose®tice must specify how many sh
the Optionee wishes to purchase. The notice wikffiective when the Company receives it. Howevethe Optionee wishes to exercise
option by executing a santiy sale (as described below), the Optionee millsinfdhe instructions of the Company and the brokbp will
execute the sale. Except in the case of the Omiergeath, this option can only be exercised by thtoDee. If someone else want:
exercise this option after the Optionee’s deatP@manent Disability, that person must prove toGbenpanys satisfaction that he or she
entitled to do so.

5.2 The entire Exercise Price of Shares issymah iexercise of the option shall be payable in oaslecasl
equivalents at the time when such Shares are mgedhén addition, the Administrator may, in itsesdiscretion and to the extent permitte:
applicable law, accept payment of all or a portibthe Exercise Price through any one or a comiminaif the following forms or methods:

(a) By delivering to the Company a personal chackashiers check or a money order, or arranging
a wire transfer.

(b) By delivering to the Company certificates févases of Company stock that the Optionee ©
along with any forms needed to effect a transfehofe shares to the Company. The value of theshdetermined as of the effective dat
the option exercise, will be applied to the optexercise price. Instead of surrendering sharesoofiiany stock, the Optionee may atte:
the ownership of those shares on a form providethbyCompany and have the same number of sharématgl from the option sha
issued to the Optionee;

(c) By giving to a securities broker approved by @ompany irrevocable directions to sell all ort o
the Optionees option shares and to deliver to the Company, fiteensale proceeds, an amount sufficient to payfien exercise price a
any withholding taxes. (The balance of the salegeds, if any, will be delivered to the Option&éhg directions must be given in accordz
with the instructions of the Company and the brokéiis exercise method is sometimes called a “sdayesale”;

(d)  Subject to such conditions and requirementthasAdministrator may impose from time to til
through a net exercise procedure;

(e) Through any other form or method consistenhwijiplicable laws, regulations and rules.
5.3 This option may be exercised only for whskares.

5.4 The Company will not permit the Optioneeekercise this option if the issuance of sharesattime wouli
violate any law or regulation.

5.5 Regardless of any marital property settldnagmeement, the Company is not obligated to hanpotice @
exercise from the Optionee’s former spouse, nothés Company obligated to recognize the Optioneersnér spouse’ interest in th
Optionee’s option in any other way.

6. Right of Repurchase

6.1 Until they vest in accordance with the Netif Stock Option Grant, the Shares acquired utideAgreemer
shall be “Restricted Share€xcept as permitted by the following sentence Qpgionee may not sell, transfer, pledge or othexwlispose ¢
any Restricted Shares without the written consérth® Company. The Optionee may transfer Restri&bdres to the Optioneespoust
children or grandchildren, or to a trust establisly the Optionee for the benefit of the Optionthe, Optionees spouse, children and
grandchildren. A transferee of Restricted Sharestragree in writing on a form prescribed by the @any to be bound by all provisions
this




Agreement. If Restricted Shares are subject taoekssplit, stock dividend or similar transactiohem the additional shares the Optic
receive as a result will also be Restricted Shares.

6.2 If the Optiones’ Service terminates for any reason, the Comparnyrefarchase any Restricted Shares
held by the Optionee for a purchase price equtiieddower of (i) the exercise price of each RestdcShare being repurchased or (i) the
Market Value of such Restricted Share at the tineeright of repurchase is exercised. If the Compaisihes to exercise its right to repurct
the Restricted Shares, it must do so within 120sdafythe termination of the OptionseService. The Company may exercise its rig
repurchase by providing notice to the Optionee, éx@x, the Company will be deemed to automaticatiyr@se its right of repurchase i
does not notify the Optionee within 120 days oftémenination of the Optionee’s Service that it ékihing to do so.

6.3 If the Company exercises its right to repase the Optioneg’Restricted Shares, the Company will sen
Optionee a check or otherwise remit payment tadptonee in an amount equal to the repurchase geseribed in the preceding paragr:
Upon the Optioneg’ receipt of such payment, the Optionee will nggkmhave any rights with respect to the Restri@bdres (including tt
right to vote or transfer the shares) and the stk Shares will be deemed to have been repurdhiasthe Company.

6.4 Restricted Shares will bear a legend rafgrtd the Compang’right of repurchase and any certificates is
representing Restricted Shares may be held in wsbyothe Company. As the Optionsevested percentage increases, the Optionet
request (at reasonable intervals) that the Compalegse to the Optionee a non-legended certiffcatine Optionee’s vested shares.

7. Termination of Service.

7.1 This option expires in any event at the €loEbusiness at Company headquarters on the daseltbe 10t
anniversary of the Date of Grant, as shown in tle¢idd of Stock Option Grant. (This option will erpiearlier if the Optiones’ Servic
terminates, as described below, and this option Ineatgrminated earlier as provided below.)

7.2 If the Optiones&’ Service terminates for any reason, this optidhexpire immediately to the extent the opi
is unvested as of the Optionee’s termination dai@ does not vest as a result of the Optiomd@ermination of Service. The Comp:i
determines when the Optionee’s Service terminatethfs purpose.

7.3 If the Optiones’ Service terminates for any reason except deaBeonanent Disability, then this option
the extent vested as of the Optiorse@rmination date, will expire at the close ofihass at Company headquarters on the date threths
after the Optionee’s termination date.

7.4 If the Optionee dies before the OptioseBervice terminates, then this option will expatethe close «
business at Company headquarters on the date 1thsmafter the date of death.

7.5 If the Optionee’s Service terminates becafsthe Optionees Permanent Disability, then this option
expire at the close of business at Company heatlyaam the date 12 months after the Optionee'sitation date.

8. Adjustments; Dissolutions and Liguidations; Goaie Transactions




8.1 _Adjustmentsin the event of a subdivision of the outstanddf@ares, a declaration of a dividend payable iné&har
combination or consolidation of the outstanding r8kalby reclassification or otherwise) into a lessember of Shares, corresponc
proportionate adjustments shall automatically belena (i) the number and kind of shares coverethls/option, and (ii) the Exercise Price
this option and the repurchase price applicabRdstricted Shares.

In the event of a declaration of an extraordinarydénd payable in a form other than Shares inmopumnt that has a material effect on
price of Shares, a recapitalization, a spffier a similar occurrence, the Administrator $lmahke such adjustments as it, in its sole diszme
deems appropriate in one or more of the foregdhmy. adjustment in the number of and kind of shawggect to this option under this Sec
8.1 shall be rounded down to the nearest wholeeskadthough the Administrator in its sole discretinay make a cash payment in lieu
fractional share. Except as provided in this Sec8pthe Optionee shall have no rights by reasamgfissuance by the Company of stoc
any class or securities convertible into stockrof elass, any subdivision or consolidation of skarestock of any class, the payment of
stock dividend or any other increase or decreasigeimumber of shares of stock of any class.

8.2 _Dissolution or Liguidation To the extent not previously exercised or settlesl option shall terminate immediat
prior to the dissolution or liquidation of the Coamy.

8.3 _Corporate Transactiondn the event that the Company is a party to agerrconsolidation or Change of Con
(other than one described in Section 18.6(c)),dpison, to the extent outstanding on the datauohgransaction shall be treated in the ma
described in the definitive transaction agreementifi the event the transaction does not entdafaitive agreement to which the Comp
is party, in the manner determined by the Admiaisir, with such determination having final and ligdeffect on all parties), whi
agreement or determination need not treat all gostiof this option in an identical manner. The tremt specified in the transact
agreement or by the Administrator shall include onenore of the following:

1. The continuation of this option by the Companytlfg Company is the surviving entit

2. The assumption of this option by the surviving ®ndir its parent, provided that such assumptiorl sleaply with applicabl
tax requirements;

3. The substitution by the surviving entity or its @atr of an equivalent award (including, but not texi to, an award to acqu
the same consideration paid to the holders of Shardghe transaction), provided that such subgtitushall comply witl
applicable tax requirements; and

4. The cancellation of this option and a payment to@ptionee with respect to each Share subjectigaotition (whether or n
then vested) equal to the excess of (i) the vasejetermined by the Administrator in its absolliteretion, of the proper
(including cash) received by the holder of a Shese result of the transaction, over (ii) the gleare Exercise Price of t
option (such excess, the “Spread3uch payment shall be made in the form of cashh eagiivalents, or securities of
surviving entity or its parent having a value eqt@lthe Spread. In addition, any escrow, holdbazkneut or simila
provisions in the transaction agreement may apphguch payment to the same extent and in the saammen as su
provisions apply to the holders of Shares, but ¢olthe extent the application of such provisionsginot adversely affect
status of this option as exempt from Code Secti@® If the Spread is zero or a negative numbem tthis option may t
cancelled without making a payment to the Optionee.

Any action taken under this Section 8.3 shall eithieserve this optior’status as exempt from Code Section 409A or comyily Code
Section 409A.

9. Tax Treatment




9.1 This option is intended to be a nonstatusbogk option, as provided in the Notice of Stogkion Grant.

9.2 The Optionee will not be allowed to exerdltsis option unless the Optionee makes arrangenaectptable 1
the Company to pay any withholding taxes that maydbe as a result of the option exercise. Thessgements include payment in ci
With the Company’s consent, these arrangementsatsayinclude (a) payment from the proceeds of tle sf shares through a Company-
approved broker, (b) withholding shares of Compatogk that otherwise would be issued to the Optanben the Optionee exercises
option with a fair market value no greater thanmfiaimum amount required to be withheld by law, gajrendering shares that the Optic
previously acquired with a fair market value noageg than the minimum amount required to be witthtost law, or (d) withholding cash frc
other compensation. The fair market value of wittiler surrendered shares, determined as of thewdata taxes otherwise would have k
withheld in cash, will be applied to the withholditaxes.

10. Transferability. Prior to the Optionee’death, only the Optionee may exercise this oplitve Optionee canr
transfer or assign this option. For instance, tptiddee may not sell this option or use it as sector a loan. If the Optionee attempts tc
any of these things, this option will immediatelgcbme invalid. The Optionee may, however, dispdghie option in the Optiones’will or
by means of a written beneficiary designation; ped that the Optionee’s beneficiary or a represem of the Optioneg’ estat
acknowledges and agrees in writing in a form reablynacceptable to the Company, to be bound byptheisions of this Agreement as
such beneficiary or the estate were the Optionee.

11. Restrictions on Resalélhe Optionee will not sell any option shares &t@ when applicable laws, Comp:
policies or an agreement between the Company anohderwriters prohibit a sale. This restrictiofl apply as long as the OptionseServici
continues and for such period of time after thenteation of the Optionee’s Service as the Compaay specify.

12. Leaves of Absence and Paimne Work. For purposes of this option, the Optiorse8ervice does not termin
when the Optionee goes on a military leave, a lsiake or another bona fide leave of absence, ife¢hee was approved by the Compan
writing and if continued crediting of Service isquéred by applicable law, the Compasyeave of absence policy, or the terms of
Optionee’s leave. However, the Optiore&ervice terminates when the approved leave entiss the Optionee immediately returns to a
work. If the Optionee goes on a leave of absera®) the vesting schedule specified in the Notic8totk Option Grant may be adjuste:
accordance with the Company’s leave of absenceypoli the terms of the Optionee’s leave. If thei@pe commences working on a part-
time basis, the Company may adjust the vestingdsdbeso that the rate of vesting is commensurath thie Optionees reduced wol
schedule.

13. Modification or Assumption of Option Within the limitations of this Agreement, the Adhmstrator ma
modify, reprice or extend this options. The foregpnotwithstanding, no modification of this optisimall, without the consent of the Optior
impair his or her rights or obligations under thjgion.

14. Option not a Service ContractNothing in this option or this Agreement give® tBptionee the right to
retained by the Company, a Parent, Subsidiary,noAféiliate in any capacity. The Company and itgd?ds, Subsidiaries, and Affilial
reserve the right to terminate the Optionee’s Serat any time, with or without cause.

15. Stockholder Rights The Optionee, or the Optionseéstate or heirs, has no rights as a stockholtiéne
Company until the Optionee has exercised this apbip giving the required notice to the Company,ipgythe exercise price, and satisfy
any applicable withholding taxes. No adjustments myade for dividends or other rights if the appilearecord date occurs before
Optionee exercises this option, except as deschibesin.

16. Applicable Law. This Agreement will be interpreted and enforcedlar the laws of the State of Delaw
(without regard to its choice-of-law provisions).




17. Other AgreementsThis Agreement and the Notice of Stock OptionrB@onstitute the entire understanc
between the Optionee and the Company regardingpfitien. Any prior agreements, commitments or ngions concerning this option
superseded. This Agreement may be amended onlgdier written agreement between the parties.

18. Definitions.

18.1 “Affiliate” means any entity other than a Subsidiary, if then@any and/or one or more Subsidiaries owi
less than 50% of such entity, or any entity thatsdaot qualify as a Subsidiary but does qualifyadsubsidiary”under Rule 405 of tt
Securities Act of 1933, as amended.

18.2 “Administrator’means the Board or any Committees as will be adteinng the option in accordance v
Section 3.

18.3 “Agreement” means this Stock Option Agreetnimcluding the Notice of Stock Option Grant thish this
Stock Option Agreement is attached.

18.4 “Board” means the Board of Directors of @@mpany.

18.5 “Cause” means (a) the Optionee’s unauthdrizse or disclosure of the Compangbnfidential informatic
or trade secrets, which use or disclosure causeésrialaharm to the Company, (b) the Optiorsemiaterial breach of his employment @
letter or Proprietary Information and Inventionsrégment, in each case, between the Optionee ar@aimpany, (c) the Optioneemateric
failure to comply with the Company’s material waitt policies or rules, (d) the Optionee’s convictanor the Optionee’s plea of “guiltydr
“no contest” to, a felony under the laws of the tddiStates or any State, (e) the Optiosagoss negligence or willful misconduct in
performance of the Optioneeduties, provided that,in the case of clausesr(¢®), (A) the Company has given the Optioneetaminotice ¢
the facts and circumstances as the basis for artetion for Cause within 30 days following the Campg’s knowledge of such facts ¢
circumstances, (B) the Optionee does not remedgitbemstances constituting Cause within 10 busirtes/s after receipt of such notict
cure, and (C) the Company terminates the Optiorifenal 20 days following its knowledge of such faeind circumstances.

18.6 “Change of Control” means:

(a) the consummation of any merger or consatidatf the Company with or into another corporatagher than a merg
or consolidation in which the holders of more tf%% of the shares of capital stock of the Compautgtanding immediately prior to st
transaction continue to hold (either by the votgegurities remaining outstanding or by their betogverted into voting securities of
surviving entity) more than 50% of the total votipgwer represented by the voting securities of Gloenpany, or such surviving enti
outstanding immediately after such transaction;

(b) the sale, transfer or other dispositionlbbasubstantially all of the Company’s assets;

(c) a change in the composition of the Boarda assult of which fewer than 50% of the incumbdintéctors are directa
who either:

(i) bhad been directors of the Company on the @dtmonths prior to the date of such change icdmeposition ¢
the Board (the “ Original Directof$; or

(i) were appointed to the Board, or nominated dlection to the Board, with the affirmative votef at least
majority of the aggregate of (A) the Original Ditexs who were in office at the time of their appoient or nomination and (B) t
directors whose appointment or nomination was piesty approved in a manner consistent with thig@aph (ii); or




(d) Any transaction or series of related tratisas as a result of which any person becomes lleaéficial owner” &<
defined in Rule 13& under the Securities Exchange Act of 1934, asnded), directly or indirectly, of securities of tl@ompan
representing at least 50% of the total voting povegaresented by the Compasythen outstanding voting securities. For purpaxfethis
Subsection (d), the term “persoshall have the same meaning as when used in sed8{d) and 14(d) of the Securities Exchange A
1934, as amended, but shall exclude (i) a trustegher fiduciary holding securities under an engpkbenefit plan of the Company and (
corporation owned directly or indirectly by the dtholders of the Company in substantially the samogportions as their ownership of
common stock of the Company.

A transaction shall not constitute a Change of @it its sole purpose is to change the statehefCompanys incorporation or to create
holding company that will be owned in substantiatig same proportions by the persons who held ttraganys securities immediate
before such transaction. In addition, a transaatidhnot constitute a Change of Control unlesststransaction also constitutes éhange i
control event” as defined in Treasury Regulatiom89A-3(i)(5).

18.7 “Code” means the Internal Revenue Cod&®©86las amended.

18.8 “Committee’means a Committee of one or more members of thedBamaof other individuals satisfyil
applicable laws appointed by the Board to administis option.

18.9 “Company” means Synacor, Inc., a Delawarparation.
18.10 “Employee” means a commdaw employee of the Company, a Parent, a Subsidiaan Affiliate.

18.11 “Exercise Pricetheans the amount for which one Share may be pwrdhason exercise of this option,
set forth in the Notice of Stock Option Grant.

18.12 *“Fair Market Valuetneans the closing price of a Share on any establistock exchange or a natic
market system on the applicable date or, if theliegpe date is not a trading day, on the lastitrgalay prior to the applicable date,
reported in a source that the Administrator deegtiable. If Shares are no longer traded on an kst stock exchange or a national me
system, the Fair Market Value shall be determingdthe Administrator in good faith on such basis iagleems appropriate. T
Administrator’s determination shall be conclusivel dinding on all persons.

18.13 “Good Reason” means the occurrence obhtiye following, without the Optioneg’consent (i) a mater
diminution in the Optiones’ duties, authority, responsibilities or title (wihishall include for the avoidance of doubt, sep\éis a member
the Board or reporting directly to the Board), @)reduction in the Optionee'then current salary or bonus target percentaijethe
Companys material breach of the employment offer lettemieen the Optionee and the Company, (iv) the requént that the Option
relocate the Optionee’s family or primary residece(v) the Company provides a notice of non-refesfethe theneurrent term of th
employment offer letter between the Optionee ardGbmpany; provided that (A) the Optionee has giweitten notice to the Company
the facts and circumstances as the basis for gnaggdn for Good Reason within 30 days following fBptionees knowledge of such fa«
and circumstances, (B) the Company does not rertteglgircumstances constituting Good Reason witBirb@siness days after receip
such notice to cure, which cure in the event theglates to subsection (ii) shall include a retton@ adjustment in compensation, and (C
Optionee resigns within 120 days following the ©pé&e’s knowledge of such facts and circumstances.

18.14 “Independent Director” means a membehefRBoard who is an “independent directwiithin the meanin
of Nasdaq Listing Rule 5605.

18.15 “Optionee” means the individual namedhim Wotice of Stock Option Grant.

18.16 “Parentimeans any corporation (other than the Companyy imndroken chain of corporations ending v
the Company, if each of the corporations other thenCompany owns stock possessing




50% or more of the total combined voting power lbEksses of stock in one of the other corporationsuch chain. A corporation that att:
the status of a Parent on a date after the datsehghall be considered a Parent commencing ascbfdate.

18.17 “Permanent Disabilityimeans that the Optionee is unable to perform tleergiml functions of tt
Optionees position, with or without reasonable accommodatfor a period of at least 120 consecutive daysbse of a physical or mer
impairment.

18.18 “Restricted Shares” shall have the meas@tdorth in Section 6.1.

18.19 “Rule 16b-3" shall have the meaning sethfon Section 3.1.

18.20 “Separation” means a “separation fromiservas defined in the regulations under Section 4094he
Code.

18.21 “Service” means service as an Employee.

18.22 “Share” means one share of the commotk stioihe Company.

18.23 “Subsidiary” means any corporation (otthan the Company) in an unbroken chain of corponati
beginning with the Company, if each of the corpioret other than the last corporation in the unbnokieain owns stock possessing 50¢

more of the total combined voting power of all skes of stock in one of the other corporations ithsthain. A corporation that attains
status of a Subsidiary on a date after the datolfishall be considered a Subsidiary commencirgf asch date.

BY SIGNING THE COVER SHEET OF THIS AGREEMENT, THERDIONEE AGREES TO ALL OF THE TERMS AND CONDITIONS
DESCRIBED ABOVE.



AMENDMENT #5
TO
MASTER SERVICES AND LINKING AGREEMENT

This Amendment #5 to the Master Services and Lpigreement (“Amendment”) effective as of June 3l 4 (“Amendment Effective
Date”) is betweersynacor, Inc.(“Synacor”) andToshiba America Information Systems, Inc(“Client”) under which the parties hereby
mutually agree to modify and amend taster Services and Linking Agreemenentered into as of July 1, 2010 (including the bithj
schedules and amendments thereto, the “Agreement”).

1.0 Term: Pursuant to Section 7.2 of the Agreement, the gmhereby agree to renew the Agreement howeveratties agree that the
Renewal Term shall be for two (2) years ending ept&mber 30, 2016, rather than for one (1) yegra@aaded for in Section 7.2.

2.0 Scope of the AmendmentThis Amendment supersedes all proposals, oral itewr all negotiations, conversations, or disoussi
between or among the parties relating to the subjatter of this Amendment and all past dealinqhdustry custom. This
Amendment shall be integrated into and shall fonpaud of the Agreement upon execution. All termd aanditions of the
Agreement shall remain unchanged except as expnesslified in this Amendment and the terms of thgeement, as modified by
this Amendment, are hereby ratified and confirm&tiere the terms of the Agreement conflict with #ho§this Amendment,
however, the terms of this Amendment shall confrbls Amendment may be executed in one or moreteoparts, each of which
shall be deemed an original, but all of which tbgetshall constitute one and the same agreement.

IN WITNESS WHEREOF, the parties hereto have executed this Amendmeott the Amendment Effective Date.

SYNACOR, INC. TOSHIBA AMERICA INFORMATION
SYSTEMS, INC.
By: /sl George C. Chamoun By: /sl Mark A. Simons
Name: George C. Chamoun Name: Mark A. Simons

Title: Executive Vice President of Sales and Marketing Title: President & CEO




Exhibit 31.1
CERTIFICATIONS

I, Himesh Bhise, certify that:
1. | have reviewed this Quarterly Report on FofivQlof Synacor, Inc

2. Based on my knowledge, this report does natadomny untrue statement of a material fact ort éanstate a material fact necessary to make the

statements made, in light of the circumstancesuwteh such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statememt3 other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ctigvs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s)dainare responsible for establishing and maintgmiisclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
(f)) for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaitee designed under our supervision,

to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under our

supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presenteuisi report our conclusions about the
effectiveness of the disclosure controls and proeges] as of the end of the period covered by #gpsnt based on such evaluation; and

d. Disclosed in this report any change in thestegint's internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasondikély
to materially affect, the registrant’s internal tmhover financial reporting; and

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internairobover financial reporting, to tl
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a. All significant deficiencies and material weakges in the design or operation of internal céotrer financial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

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

Date: November 14, 2014
/s/ Himesh Bhise
Chief Executive Officer



Exhibit 31.2
CERTIFICATIONS

I, William J. Stuart, certify that:

1. 1have reviewed this Quarterly Report on FormQ@f Synacor, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or ométtéde a material fact necessary to make the
statements made, in light of the circumstancesuwwt&h such statements were made, not misleaditigrespect to the period covered by this

report;

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and cfigvs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) amdriat control over financial reporting (as definedxchange Act Rules 13a-15(f) and 15d-15
() for the registrant and have:

a.

Designed such disclosure controls and proceduresused such disclosure controls and procedutes tkesigned under our supervision,
to ensure that material information relating to tbgistrant, including its consolidated subsidigris made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;

Designed such internal control over financial réipgr;, or caused such internal control over finah@gaorting to be designed under our
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallypiedeaccounting principles;

Evaluated the effectiveness of the registrant’sldgire controls and procedures and presentedsimegport our conclusions about the
effectiveness of the disclosure controls and proeges] as of the end of the period covered by #gpsnt based on such evaluation; and

Disclosed in this report any change in the regimsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabrg that has materially affected, or is reasondikély
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrans other certifying officer(s) and | have discloskdsed on our most recent evaluation of internairobover financial reporting, to tl
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a.

All significant deficiencies and material weaknessethe design or operation of internal contra¢iofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant’s internal
control over financial reporting.

Date: November 14, 2014
/s/ William J. Stuart

Chief Financial Officer



Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906
OF THE SARBANES-OXLEY ACT OF 2002

I, Himesh Bhise, certify pursuant to 18 U.S.C. #erf350, as adopted pursuant to Section 906 dbéinbanes-Oxley Act of 2002, that the Quarterlydrep
of Synacor, Inc. on Form 10-Q for the quarterlyipgiended September 30, 2014 fully complies withréquirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934 and that the in&dirom contained in such Form 10-Q fairly preseintsll material respects, the financial conditiorda
results of operations of Synacor, Inc.

November 14, 2014 /s/ Himesh Bhise
Himesh Bhise
President and Chief Executive Officer
(Principal Executive Officer)

I, William J. Stuart, certify pursuant to 18 U.SS&ction 1350, as adopted pursuant to Section Bie Garbanes-Oxley Act of 2002, that the Quarterl
Report of Synacor, Inc. on Form 10-Q for the quértperiod ended September 30, 2014 fully comphiéhk the requirements of Section 13(a) or 15(dhef
Securities Exchange Act of 1934 and that the in&dgirom contained in such Form 10-Q fairly preseintsll material respects, the financial conditiorda
results of operations of Synacor, Inc.

November 14, 2014 /s/ William J. Stuart
William J. Stuart
Chief Financial Officer

(Principal Financial and Accounting Officer)

A signed original of this written statement reqdit®y Section 906 of the Sarbanes-Oxley Act of 2882 been provided to Synacor, Inc. and will bemeth
by Synacor, Inc. and furnished to the SecuritiesExchange Commission or its staff upon requeds @értification “accompanies” the Form 10-Q to @thi
it relates, is not deemed filed with the Securitied Exchange Commission and is not to be incotpodiay reference into any filing of the Company emthe
Securities Act of 1933, as amended, or the Seesriixchange Act of 1934, as amended (whether mefdechor after the date of the Form Q)-irrespectiv:
of any general incorporation language containezuich filing.



