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PART | — FINANCIAL INFORMATION

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

December 31, 201. March 31, 2014

ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 36,397 $ 32,96(
Accounts receivable—net of allowance of $76 and $76 14,56¢ 14,59
Deferred income taxes 314 1,022
Prepaid expenses and other current assets 1,691 2,26¢
Total current assets 52,97 50,84«
PROPERTY AND EQUIPMENT—Net 14,08t 14,38¢
DEFERRED INCOME TAXES, NON-CURRENT 4 ,45¢ 4,45k
OTHER LONG-TERM ASSETS 34¢ 247
GOODWILL 1,56¢ 1,56t
CONVERTIBLE PROMISSORY NOTE 1,00( 1,00(
INVESTMENT IN EQUITY INTEREST 36E 364
TOTAL ASSETS $ 74,78¢ $ 72,86¢

LIABILITIES AND STOCKHOLDERS'’ EQUITY
CURRENT LIABILITIES:

Accounts payable $ 13,57 % 14,29t
Accrued expenses and other current liabilities 5,177 4,19%
Current portion of capital lease obligations 1,94¢ 1,792
Total current liabilities 20,69¢ 20,28(
LONG-TERM PORTION OF CAPITAL LEASE OBLIGATIONS 88t 96€
OTHER LONG-TERM LIABILITIES 977 77¢
Total liabilities 22,55¢ 22,02t

COMMITMENTS AND CONTINGENCIES (Note 6)
STOCKHOLDERS' EQUITY:

Common stock, $0.01 par value—100,000,000 shatheidzed, 27,684,598 issued and 27,365,098
outstanding at December 31, 2013, and 100,000,00®®azed, 27,810,039 issued and 27,468,539 shares
outstanding at March 31, 2014 2717 27¢

Preferred stock, $0.01 par valud8;000,000 shares authorized, no shares issuedugstanding at Marc
31, 2014 — _

Treasury stock—at cost, 319,500 shares at Dece®ib&@013 and 341,500 shares at March 31, 2014 (569) (625)
Additional paid-in capital 102,22¢ 102,93:
Accumulated deficit (49,705 (51,767)
Accumulated other comprehensive income 2 15

Total stockholders’ equity 52,23: 50,83¢
TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $ 74,78¢ $ 72,86«

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 MONTHS ENDED MARCH 31, 2013 AND 2014
(In thousands except for share and per share data)

Three Months Ended

March 31,
2013 2014

REVENUE $ 29,141 $ 25,24¢
COSTS AND OPERATING EXPENSES:

Cost of revenue (exclusive of depreciation showassely below) 15,76 13,87¢

Research and development (exclusive of depreciatiown

separately below) 6,86¢ 7,49:

Sales and marketing 2,13( 2,131

General and administrative (exclusive of depreacrashown

separately below) 3,14« 3,09¢

Depreciation 1,13(C 1,05¢

Total costs and operating expenses 29,03 27,66:

INCOME (LOSS) FROM OPERATIONS 11C (2,419
OTHER (EXPENSE) INCOME @) 8
INTEREST EXPENSE (598 (88)
INCOME (LOSS) BEFORE INCOME TAXES AND EQUITY
INTEREST 45 (2,499
PROVISION (BENEFIT) FOR INCOME TAXES 18 (684)
LOSS IN EQUITY INTEREST — (24€)
NET INCOME (LOSS) $ 27 $ (2,05¢6)
NET INCOME (LOSS) PER SHARE:
Basic $ 0.0C $ (0.09)
Diluted $ 0.0¢ $ (0.07)
WEIGHTED AVERAGE SHARES USED TO COMPUTE NET
INCOME (LOSS) PER SHARE:
Basic 27,236,18 27,434,37
Diluted 28,233,29 27,434,37

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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SYNACOR, INC.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)—UNAUDITED
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2014
(In thousands)

Three Months Ended

March 31
2013 2014
Net income (loss) $ 27 $ (2,05¢€)
Other comprehensive income:
Change in foreign currency translation adjustment 6 13
Comprehensive income (loss) $ 33 % (2,047)

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 THREE MONTHS ENDED MARCH 31, 2013 AND 2014
(In thousands)

Three Months Ended

CASH FLOWS FROM OPERATING ACTIVITIES:

Net income (loss)

Adjustments to reconcile net income (loss) to mehcused in operating activities:

Depreciation

Stock-based compensation expense
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 used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Investment in equity interest
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 acquired under capital lebBgations
Accrued business acquisition consideration

Accrued property and equipment expenditures

March 31,
2013 2014

$ 27 % (2,05€)

1,13( 1,05¢

562 681
12 (709)

— 24¢€
1,07¢ (25)
(309) (577)

40 101

(1,429 1,292
(1,879 (979)
16 (199)
(74€) (1,16€)
(5449) (1,519
— (24%)
(5449) (1,769
(604) (48)

10C 26
— (56)
(5049) (515)

6 8
(1,789 (3,437

41,94 36,39

40,15¢ $ 32,96(

49 $ 98

46 9 —

— 3 41%

50C $ —

89C $ 14¢

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 MARCH 31, 2014 , AND
FOR THE THREE MONTHS ENDED MARCH 31, 2013 AND 2014
(In thousands except for share and per share data)

1. The Company and Summary of Significant Accountig Policies

Synacor, Inc., together with its consolidated sdibsy (collectively, the “Company”), is a leadingopider of start experiences
(startpages and homescreens), TV Everywhere, tgeitinagement (IDM), and various cloud-based ses/ecross multiple devices for
cable, satellite, telecom and consumer electrarvospanies. The Company is also a leading proviflauthentication and aggregation
solutions enabling the delivery of personalizedrantontent. The Company's technology allows itt@mers to package a wide array of
personalized online content and cloud-based sexwiith their highspeed Internet, communications, television andratiggtal offerings. Th
Company's customers offer the Company's servicdaruitheir own brands on Internet-enabled deviceb as PCs, tablets, smartphones and
connected TVs.

Basis of Presentation— The interim unaudited condensed consolidatedhiied 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 .

Accounting Estimates— The preparation of financial statements in camiity with U.S. GAAP requires management to make
estimates, judgments and assumptions that affe@ntounts reported and disclosed in the consotidatancial 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®ed 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 March 31, 2014 ,fanthe three months ended March 31, 2013 and
2014 , the Company had concentrations equal taarezling 10% of the Company’s accounts receivaideravenue as follows:

Accounts Receivable

December 31, March 31,
2013 2014

Google 47% 30%
Display Advertising Partner (1) 11% N/A

Notes:
(1) As of March 31, 2014the accounts receivable of the Display Advertjdrartner was less than 1(

Revenue
Three Months Ended
March 31,
2013 2014
Google 54% 51%
Display Advertising Partner (1) N/A N/A
Notes:
(1) For the three months ended March 31, 20138id , the revenue earned directly from the Displdyertising Partner was less than
10%.
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For the three months ended March 31, 2013 and 201ifollowing customers received revenue-shayengats equal to or
exceeding 10% of the Compansycost of revenue. The costs represent revenue phat to customers for their supply of Internaffic on the
Company's start experiences:

Cost of Revenue
Three Months Ended

March 31,
2013 2014
Customer A 20% 23%
Customer B 14 15
Customer C 14 11
Customer D 11 10

Acquisitions — In January 2012, the Company acquired the ass&artiyn, Inc., or Carbyn, an Ontario, Canada-basetpany.
The assets acquired are principally comprised diilaalevice software and technology and other liet&lial property, which the Company
expects to enhance its efforts in the developmenéxt generation web applications for
mobile devices. The aggregate purchase price wd9®Ior the acquired assets, of which $600 wad ppon consummation of the
acquisition and the remaining $500 was paid in IA2#13. In addition, the Company hired seven emgésyfrom Carbyn who accepted
employment with Synacor Canada, Inc., a wholly-odveebsidiary of the Company. The acquisition asdhitpact on the consolidated
financial statements are not material. The purcipase was allocated to the assets acquired bas#ted respective fair values as of the
acquisition date, with the amount exceeding thevalue recorded as goodwill of $819 , which isented to be deductible for tax purposes.

In November 2013, the Company acquired the as$dtskmision, Inc., or Teknision, an Ontario, Candid@ed company. Teknision
has created a development framework that accetefa¢eproduction of home screen and other Andrpdieations. The Company expects to
leverage the framework to enable a range of custapications for Android devices. The Companyagpects to enhance its presence in
mobile and provide a platform for custom Androidriahers and intelligent home screens for wirelessers and consumer electronics
companies. The aggregate purchase price is up,@@%Ior the acquired assets, of which $8&3 paid upon consummation of the acquis
and the remaining $495 is due in May 2015 unlesh smount is offset in satisfaction of certain iméfication obligations of Teknision. In
addition, the Company hired eleven employees fr@knision who accepted employment with Synacor Caniad. The acquisition and its
impact on the condensed consolidated financia¢istahts are not material. The purchase price wasaaéld to the assets acquired based on
their respective fair values as of the acquisitate, with the amount exceeding the fair value nd®d as goodwill of $746which is expecte
to be deductible for tax purposes.

2. Investments and Fair Value Measurements

In July 2013, the Company made a $1,000 investifietihe form of a convertible promissory note) ipravately held Delaware
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 Financial Accounting StanddBdard (“FASB”) Accounting Standard CodificaticdEC”) 820, Fair Value
Measurements and Disclosul, establish a framework for measuring the fair gdfluaccounting principles generally accepted ehS. and
establish a hierarchy that categorizes and przestihe sources to be used to estimate fair valalaws:

Level 1- Level 1 inputs are defined as observable inputh 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 &Gtimputs other than quoted prices that are obbkrar the
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asset or liability (interest rates, yield curves, )¢ and inputs that are derived principally fromcorroborated by observable market data by
correlation or other means (market corroboratedtsjp

Level 3- Level 3 inputs are unobservable inputs that cefllee Company’s determination of assumptionstietket participants
would use in pricing the asset or liability. Thésputs 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 unobservatgets. As of March 31, 2014,
the estimated fair value is equal to the carryimgpant, which was the purchase price of $1,000 .
3. Property and Equipment—Net

Property and equipment, net consisted of the faligwin thousands):

December 31, March 31,
2013 2014

Computer equipment (1) $ 19,36: $ 19,52¢
Computer software 4,62¢ 5,04
Furniture and fixtures 1,634 1,65¢
Leasehold improvements 1,044 1,044
Work in process (primarily software developmenttsps 3,89: 4,64¢
Other 173 173

30,73( 32,08¢
Less accumulated depreciation (2) (16,645 (17,700
Total property and equipment—net $ 14,08 $ 14,38¢
Notes:

(1) Includes equipment under capital lease ohbgatof approximately $5,289 and $5,702 as of Déxar31, 2013 and March 31, 2014 ,
respectively.

(2) Includes $2,053 and $2,315 of accumulatedestgation of equipment under capital leases as eEBwer 31, 2013 and March 31,
2014 , respectively.

4. Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities isted of the following (in thousands):

7
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December 31, March 31,
2013 2014
Accrued compensation $ 2,781 $ 2,19¢
Accrued content fees 58C 1,111
Unearned revenue on contracts 247 23t
Other 1,56: 651
Total $ 5177 $ 4,19:¢

5. Information About Segment and Geographic Areas

Operating segments are components of the Compantliich separate financial information is availatlat is evaluated regularly |
the Company’s chief operating decision maker indleg how to allocate resources and in assessirfgnpeance. 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 abowdgme& by major service line for purposes of allogatiesources and evaluating financial
performance. Profitability measures by service éine 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 ponents below the Company level.

Accordingly, the Company has determined that itdnamgle reporting segment and operating unitsire.

The following table sets forth revenue and longdivtangible assets by geographic area (in thousands

Three Months Ended

March 31,
2013 2014
Revenue
United States $ 28,96¢ 25,07¢
United Kingdom 177 17C
Total revenue $ 29,14: 25,24¢
December 31, March 31,
2013 2014
Long-lived tangible assets
United States $ 13,82t 14,12¢
Netherlands 26C 26C
Total long-lived tangible assets $ 14,08t 14,38¢

6. Commitments and Contingencies

Contract Commitments —The Company is obligated to make payments und@ouscontracts with vendors and other business

partners, principally for revenue-share and condergngements. Contract commitments as of Marcl2@14

8
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are summarized as follows (in thousands):

Year ending December 31:

2014 (remaining nine months) $ 3,50¢
2015 1,63(
2016 1,08(
2017 36C
2018 —
Due after 5 years —
Total contract commitments $ 6,577

Litigation — From time to time, the Company is a party to lexggdions. In the opinion of management, the outcofiitbese 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. None have been issudalt¢o

Stock Repurchases Effective February 26, 2014 the Board of Directapproved a Stock Repurchase Program, which audwoaiz
repurchase of up to $5,000 worth of the Companytstanding common stock. The Stock Repurchase &rmfas no expiration date, and
may be suspended or discontinued at any time withotice. The Company repurchased all shares vagh cesources.

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

Three Months Ended
March 31,

2013 2014
Shares of common stock repurchased — 22,00(
Value of common stock repurchased (In thousands) $ — 8 56

8. Stock-based Compensation

The Company recorded $562 and $681 of stock-bamegensation expense for the three months ended\84rc2013 and 2014 ,
respectively. No income tax deduction is allowedificentive stock options, or ISOs. Accordingly, deferred income tax asset is recorded
for the potential tax deduction related to thes@ong. Expense related to stock option grants afaqualified stock option ("NSOs") result ir
temporary difference, which gives rise to a defétex asset.
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Total stock-based compensation expense includdeiaccompanying condensed consolidated statemiopgerations for the
periods presented, is as follows (in thousands):

Three Months Ended

March 31,
2013 2014
Research and development $ 261 $ 327
Sales and marketing 76 10¢
General and administrative 22t 24¢
Total stock-based compensation expense $ 56z $ 681

Stock Option Activity —A summary of the stock option activity for theglrmonths ended March 31, 2014 is presented below:

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 127,00( 2.51
Exercised (101,50) 0.2t
Forfeited (163,459 3.52
Outstanding—March 31, 2014 5,632,20! 38 $ 761 7.27
Vested and expected to vest—March 31, 2014 5,209,29 382 $ 76C 7.15
Vested and exercisable—March 31, 2014 2,812,81 346 $ 754 5.86

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 NA&D#S of March 31, 2014 was $2.47 .
The total intrinsic value of options exercised \approximately $225 for the three months ended M&dc2014 .

The weighted average fair value of options issugthd the three months ended March 31, 2014 amduot&1.41 . The per-share
fair value of each stock option was determinedhendate of grant using the Black-Scholes optioaipgi model using the following
assumptions:

Expected
Weighted- Life of Risk-Free Expected
Options Average Options Interest Expected Dividend
Grant Date Granted Exercise Price (In years) Rate Volatility Yield
February 12, 2014 102,500 $ 2.4¢ 6.25 2.2% 58% —%
March 19, 2014 2450 $ 2.57 6.25 2.21% 58% —%

As of March 31, 2014 , the unrecognized compensatist related to non-vested options granted, fochvwesting is probable,
under the plan was approximately $5,517 . This soskpected to be recognized over a weighted-gegpariod of 2.5 years . The total fair
value of shares vested was $550 for the three manttied March 31, 2014 .

10
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RSU Activity— A summary of RSU activity for the three months ehditarch 31, 2014 , is as follows:

Weighted-Average

Number of Grant Date Fair
Shares Value
Unvested - January 1, 2014 45,00 $ 5.4¢€
Granted — —
Released (3,125 5.82
Forfeited (4,000 3.6¢
Unvested - March 31, 2014 37,87 $ 5.62
Expected to vest—March 31, 2014 32,194 § 5.62

As of March 31, 2014 , total unrecognized compeaosatost, adjusted for estimated forfeitures, edladb RSUs was approximately
$181 , which is expected to be recognized oventhe 2.70 years.

9. Investment in Equity Interest

In March 2013, the Company entered into a JointtienAgreement, pursuant to which it owns 50% efdhtstanding common
stock and 100% of the preferred shares of SynahovaCLtd., or the JV Company. In July 2013 the @any provided $400 in initial
funding, then $526 in additional funding as of Dmber 31, 2013 and $245 during the three monthscehtdgch 31, 2014. The Company has
agreed to provide approximately $800 in additidnalling to the JV Company over the remainder oftthe year period following the initial
funding. The JV Company will, through its whollyrédgn-owned subsidiary in the People's RepubliCluiha (the “PRC”), supply start
experiences, authentication and aggregation sokifior the delivery of online content and servitesustomers in the PRC.

The investment in the JV Company is being accouftedsing the equity method and is classifiedragaestment in equity interest
on the Company’s condensed consolidated balanegssiighe Company records its share of the restitteeaV Company within earnings in
equity interest. Because the Company provided yadirbf the capital to form the JV Company, then@any has recorded 100% of the lo:
incurred by the JV Company within earnings in egjinterest in the condensed consolidated statenoémgerations. Since acquiring its
interest in the JV Company in 2013, the Companyreéesrded, in retained earnings, cumulative lossesuity interest of $807 .

The following tables represents summarized findniefarmation of the JV Company for the three maéimded March 31, 20E3d
2014 , and as of December 31, 2013 and March 3#4:20

March 31, March 31,
2013 2014
Revenue $ — 8 —
Loss from operations — (24€)
Net Loss $ — $ (24¢€)
December 31, March 31,
2013 2014
Total Assets $ 44z $ 45¢
Total Liabilities $ 77 3% 187

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 sharesfatitlitive, 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
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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 income (loss) per share forttinee month periods ended
March 31, 2013 and 2014 (in thousands, except srat@er share amounts):

Three Months Ended,

March 31,
2013 2014
Basic net income (loss) per share:
Numerator:
Net income (loss) $ 27 % (2,05€)
Denominator:

Weighted-average common shares outstanding 27,236,18 27,434,37
Basic net income (loss) per share $ 0.0C $ (0.09)
Diluted net income (loss) per share:

Numerator:
Net income (loss) $ 27 % (2,05¢€)
Denominator:

Number of shares used in basic calculation 27,236,18 27,434,37

Add weighted-average effect of dilutive weties:

Employee stock options and RSUs 997,11: —
Number of shares used in diluted calculation 28,233,29 27,434,37
Diluted net income (loss) per share $ 0.0C $ (0.07)

The following equivalent shares were excluded fthecalculation of diluted net income (loss) pearshtbecause their effect would
have been anti-dilutive for the periods presented:

Three Months Ended,
March 31,

2013 2014

Antidilutive equity awards:
Stock options and RSUs 1,502,57! 5,670,08:

* %k k k * %

12
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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 . Furthermore, such forward-looking statemspesak only as of the date of this report. We uiaterno obligation to update any
forward-looking statements to reflect events otwinstances after the date of such statements.

”

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, 2013 .

Overview

We are a leading provider of start experiencestfetges and homescreens), TV Everywhere, Identdpddement (IDM), and
various cloud-based services across multiple devfimecable, satellite, telecom and consumer alaits 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 months ended March 31, 2014 , seardtdisplay advertising revenue was $19.9 milleodecrease of 17% compared
to $24.1 million for the three months ended Mar&éh2013 . Over the same period, our unigue visitlexseased by 3%, our search queries
decreased by 27% and our advertising impressiotredsed by 25%. Search revenue decreased by $fidhfur the three months ended
March 31, 2014 compared to the same period endedHV&d, 2013. We believe a material portion ofdeerease was due to the placeme
our start experiences on the second tab of thaii&#&ndows 8 Internet browser by our consumerteteécs customers. In addition, and to a
lesser extent, we believe the decrease was doevty search activity associated with the increasedje of other devices such as tablets and
smartphones generally across the consumer basanti¢gate that search activity will increase orasiphones and tablets in the future and,
although our search queries are down, we belieatedtlr continuing investment in mobile productsihsas our acquisitions of Carbyn and
Teknision, will allow us to compete more effectiwébr search activity on smartphones and tableisplBy advertising revenue decreased by
$1.3 million for the three months ended March 311,£2compared to the same period ended March 3B &84 result of pricing changes in
one of our customer contracts, another customepdementation of more secure webmail, which affécter ability to insert display
advertising on that customer’s webmail site, anerafional changes in practices and policies fguldisadvertising. We anticipate video
advertising may become an increasing percentagaraddvertising revenue which may also serve toegge our advertising cost per
thousand impressions (referred to as cost per
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mille, or CPMs). We also anticipate that the signiand launching, of new customers and our molvdeyrct initiatives may help add new
search and display advertising revenue in futuegs/e

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 Everywhendéine games, music and other value added serging@gaid content. During the three
months ended March 31, 2014 , subscriber-basedivewsas $5.3 million, an increase of 6% comparegbta million for the three months
ended March 31, 2013 . This increase is primarityeth by growth in our TV Everywhere services to oustomers. We believe there are
opportunities to generate new sources of subsebised revenue, such as the introduction of neuevatlded services, including those
delivered on smartphones and tablets. We belieatettie variety of value added services and thediittion of new value added services will
also drive increased search and display advertigwngnue.

As we obtain new customers and those new custamtepsiuce our start experiences to their consumessexpect that usage of our
solutions and our revenue from our start experignaéncrease over time. There are a variety afaea for this ramp-up period. For example,
a new customer may migrate its consumers fronxittieg technology to our technology over a perdédime. 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 ttearébe notable variances from customer to custohtereafter, changes in revenue tend to
mirror changes in the consumer base of the appicalstomer.

For the three months ended March 31, 20&#4 derived revenue from over 50 customers, vatlenue attributable to four custom:
CenturyLink, Inc. or CenturyLink (including revenadributable to Qwest Communications Internatioiva., or Qwest, which merged with
CenturyLink in April 2011), Charter Communicatiome., or Charter, Verizon Corporate Services Granp,, or Verizon, and Toshiba
America Information Systems, Inc., or Toshiba, tbge accounting for approximately 66% of our revefor the three months ended
March 31, 2014 , or $16.7 million. One of theseten®ers accounted for 20% or more of revenue irpdréod, and revenue attributable to
each of the other three customers accounted foe than 10% in such period.

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 streahefe partners. In the three months
ended March 31, 2014search advertising through our relationship v@tiogle generated approximately 51% of our reveau$13.0 million
(all of which 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 cons@aehn, and increases in availability of
products across more devices. We expect the periatiich we experience a return on future investtsiéneach of these initiatives to differ.
For example, more direct advertising at higher CR\Msld be expected to have an immediate and dimgzact on profitability while
expansion into international markets may requiréng@astment that involves a longer term return.itend to utilize a portion of our cash
and cash equivalents to improve our ability to egaiconsistent profitability in the future by enbiag our technology and our systems
capabilities to more efficiently support our custys) develop new products and features and report,lanalyze and manage the financial
performance of the business.

Key Initiatives
We are focused on several key initiatives to dauebusiness:

« add new customers, and expand our existinginfferwith current cable, telecom, satellite andstoner electronics customers,
in order to increase our consumer reach;

» continue to expand our offerings of, and invastnobile technology and cloud-based services sisoé&-mail and TV
Everywhere and increase the number of customeng wsir TV Everywhere technology;

» extend the availability of our existing and newguots and services to additional devices includiidets and smartphon
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* enhance our direct advertising sales effort togase the CPMs derived from advertis
e expand our presence into international markets
» investin and acquire new technologies and proc

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 ustéerd the underlying trends in our business.
The following table summarizes our key businesgicgtwhich are unaudited, for the three monthsedrdarch 31, 2013 and 2014 :

Three Months Ended March 31,

2013 2014
Key Business Metrics:
Unique Visitors (1) 20,260,96 19,688,19
Search Queries (2) 211,644,79 153,823,57
Advertising Impressions (3) 11,483,034,07 8,586,809,48

Notes:
(1) Reflects the number of unique visitors to our stageriences computed on an average monthly basiggdhe applicable peric
(2) Reflects the total number of search queries duhegpplicable 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 nmetho

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 repdrésn our search partner, Google, to measure thaeu of such instances.

Advertising I mpressions

We define advertising impressions as graphicatyor video paid advertisements displayed to goress on our start experiences
during a particular time period. We rely on repdrtsn technology and advertising partners, inclgdroubleClick (a division of Google), to
measure the number of advertising impressions efed/on our platform.

Components of our Results of Operations
Revenue

We derive our revenue from two categories: revayarerated from search and display advertisingitievand subscriber-based
revenue, each of which is described below. We teoar search and display advertising revenue aossdasis, which includes the net
amount received from Google under our agreemetht thém.
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The following table shows the revenue in each aatedoth in amount and as a percentage of revdauthe three months ended
March 31, 2013 and 2014 :

Three Months Ended March 31,

2013 2014
(in thousands)

Revenue:
Search and display advertising $ 24,08t % 19,90¢
Subscriber-based 5,051 5,34(
Total revenue $ 29,14: % 25,24¢
Percentage of revenue:
Search and display advertising 83% 7%
Subscriber-based 17 21
Total revenue 10C% 10(%

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 em@s-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 whesuoers 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 bhakish 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 ufiegparticular 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 foréfficton the start experiences we operate for thehresults in the generation of search
and display advertising revenue. The revenue-shagmeements with our customers are primarily tdei@ayments based on a percentage of
the search and display advertising revenue. Coataqisition agreements may be based on a fixecheal/schedule, on the number of
subscribers per month, or a combination of botkeérpayment agreements are expensed over the &fimedl in the agreement. Agreements
based on the number of subscribers are expensadmumthly 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 andetiatkprograms. 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, dbasd improvements, and other
property, and depreciation on capital leased assets

Other (Expense) Income
Other income (expense) consists primarily of irdehecome earned and foreign exchange gains asddos
Interest Expens
Interest expense primarily consists of expensescaged with our capital leases.
Provision (benefit) for Income Tax
Income tax expense (benefit) consists of federdlstate income taxes in the United States and faxaartain foreign jurisdictions.
Loss in Equity Interes

Loss in equity interest represents our percenthgesof losses in investments in entities in whighcan can 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 under the caption Management’s Dismussd Analysis of Financial
Condition and Results of Operations. We have madgignificant changes to our critical accountingjgdes and estimates from those
described in our Annual Report on Form 10-K for ykear ended December 31, 2013 .

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 income
(loss), the most directly comparable GAAP finanaedasure.
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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 fmture, 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 income (loss) andathier U.S. GAAP results. The following table pmets a reconciliation of adjusted
EBITDA to net income (loss) for each of the periaudicated:

Three Months Ended March 31,

2013 2014
(in thousands)

Reconciliation of Adjusted EBITDA:

Net income (loss) $ 27 $ (2,05¢€)
Provision for income taxes 18 (684)
Interest expense 58 88
Other expense 7 (8)
Depreciation 1,13 1,05¢
Loss in equity interest — 24¢
Stock-based compensation 562 681
Adjusted EBITDA $ 1,80z $ (675)
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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 March 31,

2013 2014
(in thousands)

Revenue $ 29,14: % 25,24¢
Costs and operating expenses:

Cost of revenue (1) 15,76¢ 13,87¢

Research and development (1)(2) 6,86¢ 7,492

Sales and marketing (2) 2,13( 2,13i

General and administrative (1)(2) 3,14« 3,09¢

Depreciation 1,13(C 1,05¢
Total costs and operating expenses 29,03 27,66
Income (loss) from operations 11C (2,414
Other (income) expense @) 8
Interest expense (58) (88)
Income (loss) before income taxes and equity istere 45 (2,499
Provision (benefit) for income taxes 18 (684)
Loss in equity interest — (24€)
Net income (loss) $ 27 % (2,056
Notes:

(1) Exclusive of depreciation shown separa
(2) Includes stockased compensation as follo

Three Months Ended March 31,

2013 2014
(in thousands)
Research and development $ 261 $ 327
Sales and marketing 76 10¢
General and administrative 22E 24¢€
$ 56z $ 681
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Three Months Ended March 31,

2013 2014
Revenue 10C% 10C %
Costs and operating expenses:
Cost of revenue (1) 54 55
Research and development (1) 24 30
Sales and marketing 7 8
General and administrative (1) 11 12
Depreciation 4 4
Total costs and operating expenses 10C 11C
Income (loss) from operations — (20
Other (income) expense — —
Interest expense — —
Income (loss) before income taxes and equity istere — (20
Provision (benefit) for income taxes — 3
Loss in equity interest — (€N}
Net income (loss) —% (8)%

Note:
(1) Exclusive of depreciation shown separa

Comparison of the Three Months ended March 31, 2032014

Revenus

Three Months Ended March 31,

2013 2014 % Change
(in thousands)

Revenue:
Search and display advertising $ 24,08 $ 19,90¢ 17%
Subscriber-based 5,057 5,34( 6
Total revenue $ 29,14 $§ 2524t (13)
Percentage of revenue:
Search and display advertising 83% 79%
Subscriber-based 17 21
Total revenue 10C% 100%

Three months ended 2013 compared to 2(Rdvenue decreased by $3.9 million, or 13%, coetgptr the same period in 2013.
Search revenue decreased by $2.9 million. We bebewaterial portion of the decrease was due tpldwement of our start experiences on
the second tab of the default Windows 8 Internetser by our consumer electronics customers. litiaddand to a lesser extent, we beli
the decrease was due to lower search activity &gedaovith the increased usage of other devicels aadablets and smartphones generally
across the consumer base and due to a changevirayhwe monetize searches through our start expegee Display advertising revenue
decreased by $1.3 million as a result of pricingnges in one of our customer contracts, anothéommgs’s implementation of more secure
webmail, which affected our ability to insert digpladvertising on that customer’s webmail site, apeérational changes in practices and
policies for display advertising. Subscriber-basmgenue increased $0.3 million, or 6% comparethiécsame period in 2013 mainly due to
growth in adoption of our TV Everywhere serviceday customers.
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Cost of Revenue

Three Months Ended March 31,

2013 2014 % Change
(in thousands)
Cost of revenue $ 1576« $ 13,87¢ (12)%
Percentage of revenue 54% 55%

Three months ended 2013 compared to 20Q4dr cost of revenue decreased by $1.9 milliori, 28, compared to 2013. The
decrease in our cost of revenue was driven by eedse in revenue-sharing costs due to decreasesh seal display advertising. Cost of
revenue as a percentage of revenue increasedsligtt5% of revenue from 54% of revenue.

Research and Development Exper

Three Months Ended March 31,

2013 2014 % Change
(in thousands)
Research and development $ 6,865 3 7,492 9%
Percentage of revenue 24% 30%

Three months ended 2013 compared to 2(Rdsearch and development expenses increased®yn$llon, or 9%, compared to
2013. The increase was primarily due to increasesriployee-related costs as a result of the inerealseadcount to support new product
initiatives.

Sales and Marketing Expenses

Three Months Ended March 31,

2013 2014 % Change
(in thousands)
Sales and marketing $ 2,13 $ 2,130 —%
Percentage of revenue 7% 8%

Three months ended 2013 compared to 2(84dles and marketing expenses remained relatbeglgistent increasing slightly
compared to 2013.

General and Administrative Expenses

Three Months Ended March 31,

2013 2014 % Change
(in thousands)
General and administrative $ 3,14« $  3,09¢ (1)%
Percentage of revenue 11% 12%

Three months ended 2013 compared to 20@éneral and administrative expenses remainetivaiaconsistent, decreasing slightly
by 1% compared to 2013.
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Depreciation

Three Months Ended March 31,

2013 2014 % Change
(in thousands)
Depreciation $ 1,13C $  1,05¢ (6)%
Percentage of revenue 4% 4%

Three months ended 2013 compared to 2@Mdpreciation decreased by $0.1 million, or 6% pared to 2013. This decrease was
primarily driven by the timing of purchases of assmich as computer equipment to support our imesstin new projects.

Other (expense) income

Three Months Ended March 31,
2013 2014 % Change

(in thousands)

Other (expense) income @) 8 (214)%

Our other (expense) income consists mainly of @gieincome coupled with foreign currency transachisses related to our
international operations.

Interest Expens

Three Months Ended March
31,

2013 2014 % Change

(in thousands)
Interest expense $ 58 $ 88 52%

Our interest expense consists mainly of interestauour capital lease obligations.

Provision (Benefit) for Income Tax

Three Months Ended March 31,

2013 2014
(in thousands)

Provision (benefit) for income taxes $ 18 3 (689)

Our income tax expense for the three months endadiM31, 2013 was nominal, whereas we recordeaefibef $0.7 million as a
result of the taxable loss we experienced durieghinee months ended March 31, 2014.

Loss in Equity Interes

Three Months Ended March 31,

2013 2014
(in thousands)

Loss in equity interest $ — $ (24€)

In 2013 we entered into a Joint Venture Agreemantsuant to which we own 50% of the outstanding oam stock and 100% of
the preferred shares of Synacor China, Ltd., odth€ompany. For the three months ended March @14 2ve recorded our share of the
losses of the JV Company of $0.2 million.

Liquidity and Capital Resources

Our primary liquidity and capital resource requissts are for financing working capital, investimgcapital expenditures such as
computer hardware and software, supporting researdtdevelopment efforts, introducing new techngl@mnhancing existing technology,
and marketing our services and products to neweaisting customers. To the
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extent that existing cash and cash equivalents, ftas operations and cash from short-term borrgwiare insufficient to fund our future
activities, we may need to raise additional furidetgh public or private equity offerings or deiniaihcings.

In September 2013, we entered into a new Loan andrily Agreement, or Loan Agreement, with Siliddalley Bank, or Lender.
The Loan Agreement provides for a $10.0 millioowed revolving line of credit with a stated matynf September 27, 2015. The credit
facility is available for cash borrowings, subjezia formula based upon eligible accounts receezabd of March 31, 2014, due to the
operation of the borrowing formula, $7.3 million svavailable under the revolving credit line, with utstanding borrowings.

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 advantgsrest is payable (i) on the last day
of a LIBOR interest period or (ii) on the last dayeach calendar quarter. For prime rate advamuesest is payable (a) on the first day of
each month and (b) on each date a prime rate advamonverted into a LIBOR advance.

We paid a commitment fee of $50,000 upon the ctpsirthe facility, and must pay quarterly, in argan unused facility fee of
0.50% per annum of the average unused portioneofettility (as determined by the Lender). Additby, if we terminate the facility prior to
the first anniversary of the closing date, we npast the Lender a termination fee of $100,000 urtlessacility is replaced with a new facili
from the Lender.

Our obligations to the Lender are secured by affitigrity security interest in all our assets,liing our intellectual property. The
Loan Agreement contains customary events of defenaluding nonpayment of principal or interest, violations of eoants, material advel
changes, cross-default, bankruptcy and materigimehts. Upon the occurrence of an event of defdndtLender may accelerate repayment
of any outstanding balance. The Loan Agreement@atains certain financial covenants and othezeagents that are customary in loan
agreements of this type, including restrictiongpaging dividends and making distributions to owcgholders. As of March 31, 2014, we
were in compliance with the covenants and antieigantinuing to be so.

Under the terms of our joint venture agreement withJV Company, we have agreed, upon the saiisfiact certain conditions, to
provide approximately $0.8 million in additionahiding to the JV Company over the remainder of Wheyear period following the initial
investment through the purchase of non-voting, camvertible Series A preferred shares of the JV @amy.

As of March 31, 2014 , we had approximately $ 38illion of cash and cash equivalents and money etddnds. We did not have
any short-term or long-term investments. We belithat our existing cash and cash equivalents, alitigcash flows from operations and
availability under our revolving credit line, witle sufficient to meet our anticipated working capitapital lease payment obligations, JV
Company funding obligations and capital expenditegirements for at least the next 12 months.

Cash Flows

Three Months Ended March 31,

2013 2014
(in thousands)

Statements of Cash Flows Data:

Cash flows used in operating activities $ (746) $ (1,16€)
Cash flows used in investing activities (544) (1,769
Cash flows used in financing activities (5049) (515)

Cash Used in Operating Activities

In the three months ended March 31, 2013, operaiitigities used $0.7 million of cash. The cashvfliessed in operating activities
primarily resulted from our net income, adjustedron-cash items, and changes in our operatindsaaed liabilities. We had net income of
$0.0 million, which included non-cash depreciatifr$1.1 million and non-cash stock-based compemsatf $0.6 million. Changes in our
operating assets and liabilities used $2.5 milbbnash, primarily due to a decrease of our accppayable of $1.4 million and a decrease of
our accrued expenses and other current liabiltfe®l.9 mill
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ion, partially offset by a decrease in accounteirable of $1.1 million. The decrease in accoultgple was primarily driven by lower
revenue-share payments associated with our dedreeséenue. The decrease in accrued expenseslagdcarrent liability was primarily
driven by the payment of bonuses earned and exgeng812 and paid in 2013. The decrease in aceaentivable is primarily driven by
the lower search and display advertising revenudbearthree months ended March 31, 2013.

In the three months ended March 31, 2014 operaiitigities used $1.2 million of cash. The cash floem operating activities
primarily resulted from our net loss, adjustedrion-cash items, and changes in our operating amseétkabilities. Net loss was $2.1 million,
which included non-cash depreciation of $1.1 millinon-cash stock-based compensation of $0.7 midied a non-cash loss in an equity
interest of $0.2 million, offset by non-cash chamgdeferred income tax provision of $0.7 millid@hanges in our operating assets and
liabilities used $0.4 million of cash, primarily elto a net use of cash related to prepaid expamksther assets of $0.5 million, combined
with an increase of our accounts payable of $11Bomiand a decrease in our accrued expenses &ed atrrent liabilities of $1.2 million.
The increase in our accounts payable was primdrilsen by the timing of the receipt of invoicesrfr@ur vendors. The decrease in accrued
expenses and other current liabilities was primatile to the decrease of accrued compensation @o$€6 million primarily relating to
bonuses earned and accrued in 2013 and paid in&@d.the timing of the receipt of vendor invoicEke increase in our prepaid and other
current assets was primarily due to the increaggegfayments to vendors for components of our@ostivenue and insurance coverages in
the three months ended March 31, 2014.

Cash Used in Investing Activities

Our primary investing activities have consisteghofchases of property and equipment and investnmeade 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 development divsoé for the remainder of 2014 and
thereafter.

Cash used in investing activities in the three msminded March 31, 2013 was $0.5 million and wasanily used for purchases of
property and equipment specifically related tolihéd out of our data centers and internal-usensao development.

Cash used in investing activities in the three msminded March 31, 2014 was $1.8 million, conggstii$1.5 million used for
purchases of property and equipment specificalbted to the build out of our data centers andivaleuse software development, and $0.2
million used for an investment in an equity intéieghe JV Company.

Cash Used in Financing Activities

For the three months ended March 31, 2013, netwsesth in financing activities was $0.5 million panty for repayment of $0.6
million on our capital lease obligations partiadiffset by proceeds of $0.1 million from the exeeoi$ common stock options.

For the three months ended March 31, 2014, netwsesth in financing activities was $0.5 million parity for repayment of $0.5
million on our capital lease obligations. Cash ufsgdhe purchase of treasury stock and receivexth the exercise of common stock options
were nominal.

Off-Balance Sheet Arrangements

As of March 31, 2014 , we did not have any off-bakasheet arrangements, as defined in Item 303(@)¢f 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 Disclosure About Market Risk

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

Interest Rate Risk
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Our cash and cash equivalents primarily consisash and money market funds. Other than our $ll@minvestment in B&FF
and the $0.4 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.

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.

Iltem 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 Marcl2314 . The term “disclosure controls and procedueessdefined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1884mended, or the Exchange Act, means contrdlsther procedures of a company
that are designed to ensure that information requio be disclosed by a company in the reportsittfisgs or submits under the Exchange .
is recorded, processed, summarized and reportdéhvtiite time periods specified in the SEC's ruled forms. Disclosure controls and
procedures include, without limitation, controlglgsrocedures designed to ensure that informatiquired to be disclosed by a company in
the reports that it files or submits under the Exade Act is accumulated and communicated to thgaogis management, including its
principal executive and principal financial offiseas appropriate to allow timely decisions regaydequired disclosure. Based upon the
evaluation as of March 31, 2014 , our Chief Exami®fficer and Chief Financial Officer have conaddhat, as of such date, our disclosure
controls and procedures were effective at the residle assurance level. Management recognizesniatamtrols and procedures, no matter
how well designed and operated, can provide ordgarable assurance of achieving their objectivdsi@anagement necessarily applies its
judgment in evaluating the c-benefit relationship of possible controls and pehaes.

Changes in Internal Control over Financial Reportirg

There were no changes in our internal control dvancial reporting identified in management’s exalon pursuant to Rules 13a-15
(d) or 15d-15(d) of the Exchange Act during thertgraended March 31, 2014 that materially affectedire reasonably likely to materially
affect, our internal control over financial repodi
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we may become involved in lggaiceedings arising in the ordinary course of augifess. 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 $57.5lloh, respectively, and approximately 51% of oewvenue in the three months ended
March 31, 2014 , or $13.0 million. Our agreemenhwBoogle was renewed in March 2014 for a three texan and expires in February 2017
unless we and Google mutually elect to renew idifdnally, Google may terminate our agreementefexperience a change in control, if
enter into an agreement providing for a changeitrol, if we do not maintain certain search argptily advertising revenue levels or if we
fail to conform to Google's search policies andeatising policies. Google may from time to time oba 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 materiaiig 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@mtas 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 $56.9 miligt, revenue attributable to one of these custsmaecounting for 20% or more in such
period and revenue attributable to each of therdthe customers accounting for more than 10% irhqueriod. Revenue attributable to
Charter, CenturyLink (including revenue attributald Qwest), Toshiba and Verizon together accouittedpproximately 73% of our
revenue for the year ended December 31, 2012,&438illion, with revenue attributable to one oé$e customers accounting for 20% or
more in such period and revenue attributable th efthe other three customers accounting for ntwe@ 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 66% of our revenue for the three memeinded March 31, 2014 , or $16.7
million, with revenue attributable to one of thesstomers accounting for 20% or more in such peaitdirevenue attributable to each of the
other three customers accounting for more than ib08ach 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. In additito the loss of subscriber-based revenue,
including start experience and paid content safesyould also lose significant revenue from thated search and display advertising
services that we provide. In addition to the dexlifirevenue, we may have to impair our long-ligedets, to the extent that such assets are
used exclusively to support these customers, wiimhld adversely impact our results of operations fimancial position.

We have a history of significant net losses and mayot be profitable in future periods.

We have incurred significant losses in each yeapefation other than 2009, 2011, and 2012, inolydinet loss of $3.6 million in
2010 and a net loss of $1.4 million in 2013. Weezignced a net loss of $2.1 million in the threenthe ended March 31, 2014 as compared
to a net income of $0.0 million for the three manémded March 31, 2013 . Our net income in 20091 28nd 2012 was $0.3 million, $9.9
million, and $3.8 million, respectively. Our expessnay increase in future periods as we implenmititives designed to grow our business
including, among other things, the developmentraadketing of new services and products, licensingpatent, expansion of our
infrastructure and international expansion. If wenue does not sufficiently increase to offses¢hexpected increases in operating expe
we may incur significant losses and may not beitadolie. Our revenue for the three months ended Mafg 2014declined as compared to-
same period in 2013. Accordingly, we may not be ablmaintain profitability in the future. Any faile to maintain profitability may
materially and adversely affect our business, fi@rcondition and results of operations.

Many individuals are using devices other than perstal computers and software applications other tharinternet 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 throegices other than PCs, including tablets, srhartps and connected TVs, has
increased dramatically in the past few years amddgected to continue to increase. Similarly, indiials 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 leteon devices other than PCs, and if we are urtaldaccessfully implement monetization
strategies for such devices, our financial restdtdd be negatively affected. While we are develgolutions to these alternative means of
accessing the Internet, including through our asitjons of mobile device software and technologyfrCarbyn in January 2012 and
Teknision in November 2013, we do not currentlyeoffur customers and their subscribers a wide tyaofeapps and other non-browser
solutions. Additionally, as new devices and newsag@ continually being released, it is difficaltpredict the problems we may encounter in
developing new versions of our apps and other isolsifor use on these alternative devices and apswe may need to devote significant
resources to the creation, support and maintenainggch apps and solutions. If users of these dswand apps do not widely adopt the apps
and other solutions we develop, our business, fiaheondition and results of operations could beeasely affected.

Consumer tastes continually change and are unpredible, and our sales may decline if we fail to enin@e our service and content
offerings to achieve continued subscriber acceptaac

Our business depends on aggregating and proviéivices and content that our customers will plateur start experiences,
including television programming, news, entertaintmeports and other content that their subscrifiedsengaging, and value added services
and paid content that their subscribers will bugcérdingly, we must continue to invest significa@gources in licensing efforts, research and
development and marketing to enhance our servideantent offerings, and we must make decisionsitathese 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 contentigeers 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 experiendeslé®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
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operations could be negatively impacted. Consuthetsacquire new consumer electronics devicesnwillonger have our start experience
initially set as their default homepage, and untaey change the default to our start experief@; tisage of our start experiences would
likely decline and our results of operations cduddnegatively impacted.

If our services are not responsive to the requirdmef our customers or the preferences of theisamers, or the services are not
brought to market in a timely and effective manmeir, 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 senvices and products on schedule, and if theyotlperceive our services and products to
be of sufficient value and quality, we may lose t¢befidence of our existing customers and faihtréase sales to these existing customers,
and we may not be able to attract new customecs, @awhich would adversely affect our operatingulés.

Our sales cycles and the contracting process witte 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 oggions, a significant time period may pass betwaslection of our services and prodi
by key decision-makers and the signing of a cottiidte length of time between the initial custorsgles 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 signiftoaxpenses in the form of compensation and reletpénses and equipment
acquisition before executing a definitive agreenweitit a prospective customer so that we may beyr&athunch shortly following execution
of a definitive agreement. If conditions in the k&tplace generally or with a specific prospectiustomer change negatively, it is possible
that no definitive agreement will be executed, aedwill be unable to recover any expenses incupefdre a definitive agreement is
executed, which would in turn have an adverse etirour business, financial condition and resoifitsperations.

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

Our revenue from high-speed Internet service pergidincluding our search and display advertissxggnue generated by online
consumer traffic on our start experiences, accalftteapproximately 86% of our revenue in 2011, ragpnately 80% in 2012,
approximately 83% in 2013, and approximately 85%hathree months ended March 31, 2014 . The ealldelecommunications industries
have experienced consolidation over the past skyeass, and we expect that this trend will congin@is a result of consolidation, some of
our customers may be acquired by companies witlelwivie do not have existing relationships and whiety have relationships with one of
our competitors or may have the in-house capagipetform the services we provide. As a resulthsagguisitions could cause us to lose
customers and the associated subscriber-basecarchsand display advertising revenue. Under otgegents with some of our customers,
including Charter, Verizon and CenturyLink, theywadhe right to terminate the agreement if we amaied by one of their competitors.

Consolidation may also require us to renegotiateagueements with our customers as a result ofrer@tacustomer leverage. We
may not be able to offset the effects of any seclegotiations, 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.
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The consumer electronics industry is subject tadrapange, and our contract with Toshiba is notwesiee. As consumer electronics
manufacturers continue to develop new technologekintroduce new models and devices, there caio lassurance that we will be able to
develop solutions that will persuade consumer mdaats manufacturers that are our customers at thmehto utilize our technology for those
new devices. If our current and prospective conswgteetronics manufacturer customers elect nattegrate our solutions into their new
products, our business, financial condition andlte®f operations 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 wieeimtternet browser is launched, leading to decdkasarch and display advertising rever

We invest in features and functionality designed tincrease consumer engagement with our start expeirices; 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 engageiith our start experiences. We have made ahdavitinue to make substantial
investments in features and functionality for aatinology that are designed to drive consumer esrgagt. 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 thesigiies do not result in increased consumer engagetihat 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 competitior 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 prodietisieet customer and consumer
needs, to add functionality and to address teclydbadvancements that would improve their perfomoe. For example, if our smartphone
and tablet products fail to capture the increasedch 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, thieaytcould begin to appear obsolete.
Similarly, if we fail to develop new ways to deliveontent and services through apps other thaititadl 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, wg Imeaunsuccessful in identifying new opportunitiesn developing or marketing new
services and products in a timely or ceffective manner. In addition, our product innogat may not achieve the market penetration or
levels necessary for profitability. If we are urebd develop enhancements to, and new featuresupogexisting services and products or if
are unable to develop new services and product&éieg pace with rapid technological developmentshanging industry standards, our
services and products may become obsolete, ledeetable and less competitive, and our businesshwitharmed.

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 matenegative effect on our operating results.
Our rights to the content that we offer to our oustrs and their consumers are not exclusive, andahtent 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.
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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 &mnbrable revenusharing arrangements with our search and displagrtising

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

. 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

. the timing and success of new service and proaiciductions 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 foeadded services and paid cont

. service outages, other technical difficulties ansity 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 captis relative to projected grow

. the timing of costs related to the developmerdaguisition of technologies, services or busiasge support our existing

customers and potential growth opportunities; and

. general economic, industry and market conditiortstanse 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 important 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 internadly particularly in Asia, Latin America and Eumg-or example, in March 2013
we announced that we entered into a joint ventutie Maxit Technology Incorporated, or Maxit, to @y authentication and aggregation
solutions for the delivery of online content andvizes to customers in the People's Republic oh&hor the PRC. We have limited
experience in marketing and operating our senacgsproducts in international markets, and we nwaybe able to successfully develop our
business in these markets. Our success in thedemmavill 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 competiticthese markets will intensify.
Local companies may have a substantial competitiv@antage because of their greater understandjrmndffocus on, the local markets.
Some of our domestic competitors who have substi§ntjreater resources than we do may be able te opoickly and comprehensively
develop and grow in international markets. Inteoratl expansion may also require significant firiahimvestment including, among other
things, the expense of developing localized praglube costs of acquiring foreign companies andrtegration of such companies with our
operations, expenditure of resources in developugjomer and content relationships and the incdeessts of supporting remote operations.
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Other risks of doing business in international ne¢ésknclude the increased risks and burdens of tangpwith 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 contsaahd our intellectual property rights in foreigmigdictions. In addition, our success in
international expansion could be limited by bagigr international expansion such as tariffs, asl/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 comteproviders 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 Decembge2@14 (9 months remaining), 2015, 2016, andwlmeytears thereafter are approxima
$3.5 million, $1.6 million, $1.1 million, and $0rdillion, respectively. We are required to make thésed payments regardless of the
achievement of any revenue objectives or subscabasage levels. If we do not achieve our findnuiigectives, these contractual
commitments would constitute a greater percentdgerorevenue 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.rildg 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 people beliawesgstems are unreliable. Our system:
vulnerable to damage or interruption from snowretrterrorist attacks, floods, fires, power losgg¢ommunications failures, security
breaches, computer malware, computer hacking atacknputer viruses, computer denial of servicchk# or other attempts to, or events
that, harm our systems. Our data centers are algect to break-ins, sabotage and intentional efctsindalism and to potential disruptions if
the operators of the facilities have financialidiffties. Although we maintain insurance to coveasety of risks, the scope and amount of
our insurance coverage may not be sufficient tecour losses resulting from system failures oeptlisruptions to our online operations.
For example, the limit on our business interrupfigurance is approximately $27.6 million. Any gystfailure or disruption and any
resulting losses that are not recoverable undeingurance policies may materially harm our businésancial condition and results of
operations. To date, we have never experiencednagrial 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 basmand 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 computdintpattacks are prevalent in the technology itrgug\ny security breach
caused by hacking, which involves efforts to gaiauthorized access to information or systems, oatrse intentional malfunctions or loss
corruption of data, software, hardware or other goter equipment, and the inadvertent transmissi@omputer viruses could harm our
business, financial condition and results of openst We have previously experienced hacking astackour systems, and may in the future
experience hacking attacks. Though it is difficaldetermine what harm may directly result from apgcific interruption or breach, any
failure to maintain performance,
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reliability, security and availability of our tecblogy infrastructure to the satisfaction of ourtomsers and their consumers may harm our
reputation and our ability to retain existing cusérs and attract new customers.

We may not maintain acceptable website performanci®r our customers, which may negatively impact ourelationships with our
customers and harm our business, financial conditivpand 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 factevsluiding infrastructure changes, human or softwearers, capacity constraints due to an
overwhelming number of users accessing our teclgyaomultaneously, and denial of service or frandexurity attacks. In some instances,
we may not be able to identify the cause or caaktsese website performance problems within aepizdle period of time. It may become
increasingly difficult to maintain and improve wéesperformance, especially during peak usage tiewed as our solutions become more
complex and our user traffic increases. If ourtsaperiences 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 the 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 andualht develop our technology and network architee to accommodate actual and
anticipated changes in technology, our businesopedating results may be harmed.

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

We depend on the continued contributions of ouircsananagement and other key personnel, espeétalhald N. Frankel, our Chi
Executive Officer, George G. Chamoun, our Executfice President of Sales and Marketing, Scott AleBraour Chief Operating Officer,
and William J. Stuart, our Chief Financial Offic@he loss of the services of any of our executifieers (such as Mr. Frankel, our President
and Chief Executive Officer, whose planned depeartve announced in March 2014) or other key emplogeeld harm our business and our
prospects. All of our executive officers and keyptogees are at-will employees, which means they teayinate 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. For example, we will nea@truit a new President and Chief Executive @ffio replace our current one, Ronald N.
Frankel, whose planned departure we announced mhve014. Further, we will need to hire personngtige the United States to pursue an
international expansion strategy, and we will neelire additional advertising salespeople to salte advertisements directly. We face
intense competition for qualified individuals frammerous technology, marketing and media compaaiesywe may incur significant costs
to attract them. We may be unable to attract atadrrsuitably qualified individuals, or we may le®juired to pay increased compensation in
order to do so. If we were to be unable to attasct retain the qualified personnel we need to fd;oeur business could suffer.

Volatility or lack of performance in the tradingige of our common stock may also affect our abiiityattract and retain qualified
personnel. Many of our senior management persamtebther key employees have become, or will becop®ed in a substantial amoun
stock or stock options. Employees may be moreylik@leave us if the shares they own or the shamégerlying their options have
significantly appreciated in value relative to tirgginal purchase prices of the shares or the ésemrices 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 compaesk, Inc., or Chek, and MyPersonal.com, Inc., gPErsonal, to form Synact
we have expanded our business primarily throughroocggrowth. We have sought to, and may in theréutontinue to seek to, grow through
strategic acquisitions. This growth has placed,raag continue to place, significant demands onnsamagement and our operational and
financial infrastructure. Our ability to manage guowth effectively and to integrate new technodsgind 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. Growtifdcstrain our ability to:

. develop and improve our operational, financial er@hagement contro

. enhance our reporting systems and procec
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. recruit, train and retain highly skilled person
. maintain our quality standards; ¢
. maintain customer and content owner satisfac

Managing our growth will require significant expéndes and allocation of valuable management ressuidf we fail to achieve the
necessary level of efficiency in our organizatieritagrows, our business, financial condition agsuits 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, wich 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

. maintaining standards, controls, procedurespaidies (including effective internal controls evfamancial reporting and
disclosure controls and procedures).

In addition, a significant portion of the purchgsie 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 earningsdbas 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, amaatipn expenses or acquired in-process researcer@opment expenses, any of which could
harm our business, financial condition and resfligperations. Future acquisitions may also requsréo obtain additional financing, which
may not be available on favorable terms or at all.

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

* Increasing competition in the industry and thieCbmpany's ability to compete in the Chinese mittkeugh 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
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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;

e 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 openast

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 investmentsuiBrgt 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 arewatcessfully 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 availablestare 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 usadlt &inancings, if available, may be on termet thire dilutive or potentially dilutive to our
stockholders, and the prices at which new investansld 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 legsirfinancial condition and results of
operations could be adversely affected. If new@aaipf financing are required but are insufficientnavailable, we could be required to
delay, abandon or otherwise modify our growth aperating plans to the extent of available fundingich 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 icat to our success. We rely on copyright and sermark enforcement, contractual
restrictions and trade secret laws to protect ooprietary rights. We have entered into confiddityiand invention assignment agreements
with our employees and contractors, and nondisofogagreements with certain parties with whom wedaehbusiness to limit access to and
disclosure of our proprietary information. Additadly, we have applied for patents to protect cartdiour intellectual property. However, if
we are unable to adequately protect our intellégit@perty, our business may suffer from the piratgur technology and the associated loss
in revenue.

Protecting against the unauthorized use of ouliéutieal 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 proprigtights of others. Such litigation could be tpand divert management resources, either
of which could harm our business. Furthermore, n@mur current and potential competitors haveahidity to dedicate substantially greater
resources to enforce their intellectual propergts than we do. Accordingly, despite our effonts,may not be able to prevent third parties
from infringing upon or misappropriating our inegdtual property.

We are not currently involved in any legal proceediwith respect to protecting our intellectualgendy; however, we may from
time to time become a party to various legal prdoegs with respect to protecting our intellectuadperty 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.
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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 timefuming, 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 bussjeve may be forced to limit our service and povaéferings 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 aaugsethe 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 mt&uch claims could also subject us to
costly and time-consuming litigation as well asaiiting management attention and resources. Satistyr contractual indemnification
obligations could also give rise to significanbliity, and thus harm our business and our opagagsults.

We are not currently subject to any material lggakeedings 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 todibecome a party to various legal
proceedings with respect to such claims arisintpénordinary 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.

We collect, and have access to, personal informaticubscribers, including names, addresses, atcounbers, credit card
numbers and e-mail addresses. Unauthorized disel@dypersonal information regarding website visitavhether through breach of our
systems by an unauthorized party, employee thefiisuse, or otherwise, could harm our businedbelfe were an inadvertent disclosure of
personal information, or if a third party were @irgunauthorized access to the personal informatimpossess, our operations could be
seriously disrupted and we could be subject tardair litigation arising from damages suffered blgscribers or our customers. In addition,
we could incur significant costs in complying witle multitude of state, federal and foreign lawgareing 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 ammther 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 informaticubscribers, including names, addresses, atcounbers, credit card
numbers and e-mail addresses. There are numemerafestate and local laws around the world reggrgrivacy and the storing, sharing,
use, processing, disclosure and protection of patsnformation and other subscriber data, the sadfphich 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 pdieind privacy-related obligations to third par{iesluding 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 unautieok release or transfer of personal informationtber subscriber data, may result in
governmental enforcement actions, litigation orlpuktatements against us by consumer advocacypgrou
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others and could cause our customers to loseitrust, which could have an adverse effect on osimtass. Additionally, if third parties we
work with, such as customers, vendors or develop@kate applicable laws or our policies, suchlaiimns may also put subscriber
information at risk and could in turn have an adeezffect 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 displayeatiging on our start
experiences. Such advertising accounted for apmrately 23%, 27%, and 29% of our revenue for thesyeaded December 31, 2011, 2012,
and 2013, respectively, and 27% of our revenu¢hii®ithree months ended March 31, 2014 . Our aldittract and retain advertisers and,
ultimately, to generate advertising revenue depends number of factors, including:

. increasing the numbers of consumers using ourestpdrience:

. maintaining consumer engagement on those startiexges

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

. continuing to grow our direct advertising sales®and develop and diversify our advertising cdjtegsi.

If we are unable to provide high-quality advertgspportunities and convince advertisers and agsrafiour value proposition, we
may not be able to retain existing advertiserstmaet new ones, which would harm our businessfomal 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 theirenitrhighspeed Internet servi
provider and may switch to another provider. In¢lient that there is substantial subscriber migmaftiom 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.

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 requires 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 idegdl 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 anternal control over financial reporting was effee as of December 31, 2013, as indicated ir
Management Report on Internal Control over FindriReporting included in our Annual Report on For@+K for the year ended December
31, 2013, we must continue to monitor and assesmtmrnal control over financial reporting. If oomanagement identifies one or more
material weaknesses in our internal control oveairicial reporting and such weakness remains uratedat fiscal year-end, we will be
unable to assert such internal control is effectit/iscal year-end. If we are unable to assettdhainternal control over financial reporting is
effective at fiscal year-end, or if our independegistered public accounting firm, when requiriedjnable to express an opinion on the
effectiveness of our internal controls or concluttes we have a material weakness in our interoadrols, we could lose investor confidence
in the accuracy and completeness of our finanejabrts, which would likely have an adverse effetbar business and stock price.
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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, ofidlifities 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 aactive to investors.

We are an "emerging growth company," as definetdén]OBS 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 vijllar 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 March 31, 2014, we had substantial federdlstate net operating loss carryforwards. Undeti@ex 382 and 383 of the
Internal Revenue Code of 1986, as amended, ordlde,Gf a corporation undergoes an “ownership chdrthe corporation's ability to use its
pre-change net operating loss carryforwards teebffs post-change income and taxes may be limitegeneral, an “ownership change”
generally occurs if there is a cumulative changeuinownership by “five-percent stockholders” teateeds 50 percentage points over a
rolling three-year period. For these purposesyefiiercent stockholder is generally any persorroug of persons that at any time during the
applicable testing period has owned 5% or moreuofonitstanding stock. In addition, persons who ¢egs than 5% of the outstanding stock
are grouped together as one or more “public gréwgsich are also treated as five-percent stockhsld8imilar rules may apply under state
tax laws. We may experience ownership changeseiffutiure as a result of future transactions instack, some of which may be outside our
control. As a result, our ability to use our prexafe net operating loss carryforwards to offsetéshitates federal and state taxable income
and taxes may be subject to limitations.

Our joint venture's business prospects in China arelependent on government telecommunications infrasicture 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 Chinludetelecommunication service operators, and éaeaunication 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 markebfaorjoint venture's software and services in ChZfsinese 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$dhinitiatives may increase market competitiongerterate more demand for our
services, the anticipated increase in demand magnaterialize. Our joint venture's prospective oastrs may not adapt well to the market
conditions under the evolving regulatory environtreamd their demand for our joint venture's softwamd services may decrease as a result.
The telecommunications industry in China may alscdme less competitive over time, either as atre$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.
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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 intelkdgttoperty regime in particular, are
relatively weak, it is often difficult to enforcatellectual property rights in China.

Policing unauthorized use of our licensed technpiedlifficult 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 fourftaiee 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 andlify of service. The performance of the Interaxed its acceptance as such a medium has bee
harmed by viruses, worms, and similar maliciougpams, and the Internet has experienced a varfetytages and other delays as a resL
damage to portions of its infrastructure. If foyarason the Internet does not remain a mediurwidespread content, advertising, comme
and communications, the demand for our servicepandiicts would be significantly reduced, which ¥ablobarm 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 radiaigitwork 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 petaldepends 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 derissbstantial majority of our revenue from search disgdlay advertising on our
start experiences. Such search and display adwertisvenue accounted for approximately 79%, 83%d,&1% of our revenue for the years
ended December 31, 2011, 2012, and 2013, or $7i#idrm$101.6 million, and $90.4
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million, respectively, and 79% of our revenue toe three months ended March 31, 2014 , or $19l®miHowever, the prospects for
continued demand and market acceptance for Intadhegrtising are uncertain. If advertisers do mouitinue to increase their usage of the
Internet as an advertising medium, our revenue evdatline. Advertisers that have traditionally @dlion other advertising media may not
advertise on the Internet. Most advertising agenare potential advertisers, particularly localetigers, have only limited experience
advertising on the Internet and devote only a sption of their advertising expenditures to oaladvertising. As the Internet evolves,
advertisers may find online advertising to be a ktractive or less effective means of promothmrtservices and products than traditional
methods of advertising and may not continue tocalie funds for Internet advertising. Many histdrimaedictions by industry analysts and
others concerning the growth of the Internet asrarnercial medium have overstated the growth ofrtkernet and you should not rely upon
them. This growth may not occur or may occur méoe/ly than estimated.

Most of our search revenue is based on the nunilgio “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, tive’iser 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 lesserdaiel to us, which would have a material negagifect on our financial results.

Market prices for online advertising may decrease tth 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 pexéhat 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 intensararadves rapidly changing
technologies and customer and subscriber requiresmasnwell as evolving industry standards andufeet|product introductions. Our
competitors may develop solutions that are sinufesuperior to our technology. Our primary compesitinclude high-speed Internet service
providers with internal information technology $tedpable of developing solutions similar to owttieology. Other competitors include
Yahoo!, Google, AOL and MSN, a division of Microsohdvantages some of our existing and potentiadpetitors hold over us include the
following:

. significantly greater revenue and financial reses

. stronger brand and consumer recogni

. the capacity to leverage their marketing expenégacross a broader portfolio of services and qutst

. more extensive proprietary intellectual propérom which they can develop or aggregate contetitomt having to pay fees

or paying significantly lower fees than we do;

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

. pre-existing relationships with high-speed Intdrservice providers that afford them the oppadtyuo 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 maskate, 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 signifioitly harm our financial
performance.
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Today, there are relatively few laws specificalisedted towards conducting business over the Ietelive expect more stringent
laws and regulations relating to the Internet t@bacted. The adoption or modification of lawsteslao the Internet could harm our busin
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 Mill@emnCopyright 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 Childrenrfr&exual Predators Act requires online serviceigers to report evidence of violations of
federal child pornography laws under certain cirstances.

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@gpersonal 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 atlemline services of existing laws in various jditions governing issues such as
property ownership, sales and other taxes, libélgarsonal privacy is uncertain. Any new legislatio regulation, the application of laws ¢
regulations from jurisdictions whose laws do natrently apply to our business, or the applicatibexsting laws and regulations to the
Internet and other online services could also m®eeour costs of doing business, discourage Iriteamemunications, reduce demand for our
services and expose us to substantial liability.

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

The regulatory framework for privacy issues worldais currently in flux and is likely to remain & the foreseeable future.
Practices regarding the collection, use, storagasmission and security of personal informatiortdypanies operating over the Internet
have recently come under increased public scrufihg. United States government, including the Fddesde Commission and the
Department of Commerce, has announced that iviewing the need for greater regulation for thdemilon of information concerning
consumer behavior on the Internet, including retiuiaimed at restricting certain targeted advegipractices. In addition, the European
Union is in the process of proposing reforms to its
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existing data protection legal framework, which mesult in a greater compliance burden for compawi¢h users in Europe. Various
government and consumer agencies have also calleddfv regulation and changes in industry practices

Our business, including our ability to operate argand internationally, could be adversely affedtéepislation or regulations are
adopted, interpreted or implemented in a mannerighiaconsistent 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 thffiliates, beneficially own or
control, directly or indirectly, as of April 1, 2@Jover 30% of our outstanding common stock. Assaltethese stockholders, if they act
together, would have the ability to influence sfigrintly the outcome of matters submitted to oockholders for approval, including the
election of directors and any merger, consolidatipeale of all or substantially all of our assétsaddition, these stockholders, if they act
together, would have the ability to influence sfigrintly 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 antiol;
. impeding a merger, consolidation, takeover or otheiness combination involving us
. discouraging a potential acquirer from making al&sroffer or otherwise attempting to obtain contbls

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 ableltéhese 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 additiatares described are sold, or if it is perceivad ahsubstantial number of such
shares will be sold, in the public market, the imgdrice 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 incorpmmaand amended and restated bylaws contain progisiat may discourage, delay
or prevent a merger or acquisition or prevent #maval of our current board of directors and mamsge. We have a number of anti-
takeover devices in place that will hinder takecatdempts, 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 exeaubfficer or a majority of our board of directpend 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
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. our amended and restated certificate of incatimm authorizes undesignated preferred stockigtimes of which may be
established and shares of which may be issued wtittockholder approval; and

. advance notice procedures apply for stockholtter®minate candidates for election as directots dbring matters before an
annual meeting of stockholders.

These provisions and other provisions in our chalbeuments could discourage, delay or preverdrs#ction involving a change in
our control. Any delay or prevention of a changedntrol transaction could cause stockholdersde bbsubstantial premium over the then-
current trading price of their shares. These promsscould also discourage proxy contests and cmalkle it more difficult for our
stockholders to elect directors of their choosingpacause us to take other corporate actions stoctkholders desire.

In addition, we are subject to Section 203 of tledallvare General Corporation Law, which, subjecdime exceptions, prohibits
“business combinations” between a Delaware corworand an “interested stockholder,” which is gafigrdefined as a stockholder who
becomes a beneficial owner of 15% or more of a Wata corporation’s voting stock, for a three-yesriqd following the date that the
stockholder became an interested stockholder.e203 could have the effect of delaying, deferongreventing a change in control that
our stockholders might consider to be in their hetgrests.

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

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 Siliconllgg 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 ani dagdends 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@mhmon 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 May 9, 20drtrading price has ranged from $2.13 to $18T0@ trading price of our common stock
may be subject to wide fluctuations in responseatious factors, some of which are beyond our abnimcluding 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, assgeigitions, or significant
agreements by us or by our competitors;

. recruitment or departure of key personnel, sudhasleparture of Mr. Frankel, our President anceClkecutive Officel

. 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 stockslme 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 markegpfor their securities

42




Table of Contents

have had securities class actions filed againshtiseich a suit filed against us, regardless ahisits or outcome, could cause us to incur
substantial costs and could divert managemenéntain.

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 declineotie or more of these analysts cease coverage aboypany or fail to publish reports on us
regularly, demand for our stock could decreaseclwmight cause our stock price and trading voluonaetcline.

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 testintited 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 |eg@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 personisetevote 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 arthin 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 lbbithe shares in the IPO were registe
under the Securities Act pursuant to a registragiatement on Form S-1 (File No. 333-178049), wihiels 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 o

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

Notes:
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(1) Represents shares of outstanding common ¢

(2) On March 5, 2014, we announced that our Bo&irectors had approved a Stock Repurchase Pmgkdich authorized the
repurchase of up to $5,000,000 worth of our outitapcommon stock. The Stock Repurchase Programdasgpiration date, and
may be suspended or discontinued at any time withatice. All 22,000 shares were repurchased uthaestock Repurchase
Program. Additionally, as of May 9, 2014, we hagpurchased a total of 229,050 shares of our constomk under the Stock
Repurchase Program at an average price per shd&4557. As of May 9, 2014, we may yet purchastou4,437,521.92 worth of
our outstanding common stock under the Stock Réyaise Program.

Item 3. Defaults Upon Senior Securities

Not applicable.

Item 4. Mine Safety Disclosures

Not applicable.

Iltem 5. Other Information
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Not applicable.

Item 6. Exhibits
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The exhibits listed in the Index to Exhibits (folling the signatures page of this Quarterly ReporEorm 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.
May 15, 2014 By: /s/ RONALD N. FRANKEL
Ronald N. Frankel
President and Chief Executive Officer
(Principal Executive Officer)

May 15, 2014 By: /s/ WILLIAM J. STUART
William J. Stuart
Chief Financial Officer and Secretary
(Principal Financial and Accounting Officer)
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Exhibit
No.

10.1*
10.2.1*

10.2.2*

10.2.3*

10.3¢

311
31.2
32.1

101.INST
101.SCH*Y
101.CALYT

101.DEFY

101.LABT

101.PREYT

EXHIBIT INDEX

Exhibit
Amendment Number Four to Google Serviceseagrent between Google Inc. and Synacor, Inc. ddtedh 1, 2014.

Amendment #3 to Amended and Restated M&srprices Agreement between Qwest CorporationSymécor, Inc. dated
December 7, 2012.

Fifth Amendment to Amended and RestatedtblaServices Agreement between Qwest CorporatidrSgnacor, Inc. dated
January 29, 2013.

Sixth Amendment to Amended and Restatedt®teServices Agreement between Qwest CorporatidrSgnacor, Inc. dated
November 1, 2013.

Employment Transition Agreement between Ronaldrdnkel and Synacor, Inc. dated March 5, 2014.

Certifications of the Chief Executive Offiqgamirsuant to Section 302 of the Sarbanes-OxleyoRA2002.
Certifications of the Chief Financial Offiggursuant to Section 302 of the Sarbanes-OxleyoA2002.

Certifications of the Chief Executive Offi@rd Chief Financial Officer pursuant to 18 U.S38ction 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley A2002.

XBRL Instance Document
XBRL Taxonomy Schema Linkbase Document

XBRL Taxonomy Calculation Linkbase Document

XBRL Taxonomy Definition Linkbase Document

XBRL Taxonomy Labels Linkbase Document

XBRL Taxonomy Presentation Linkbase Damtm

* Confidential treatment requested for portionglo$ document. The omitted portions have beed filéh the Securities and Exchange
Commission.

t

Indicates management contract or compensatorygslarrangement.

t Pursuant to Rule 406T of Regulation S-T, therbnttive Data Files on Exhibit 101 hereto are dekna filed or part of a registration
statement or prospectus for purposes of Sectioms 12 of the Securities Act of 1933, as amendezldaemed not filed for purposes
Section 18 of the Securities and Exchange Act 8418s amended, and otherwise are not subjectiiity under those sections.
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CONFIDENTIAL TREATMENT REQUESTED

AMENDMENT NUMBER FOUR TO GOOGLE SERVICES AGREEMENT

This Amendment Number Four to the Google Servicgie@dment (the Amendment”), effective as of
March 1, 2014 (the Amendment Effective Date”), is between Google Inc. Google”) and Synacor, Inc. (*
Company”) and amends the Google Services Agreement, ddéedh 1, 2011 (as amended, thagreement”).
Capitalized terms not defined in this Amendmententine meanings given to those terms in the Agreeniée partie
agree as follows:

1. Term . The box on page 1 of the Agreement, labeled “TERBdeleted in its entirety, and replaced with
following:

TERM: Starting on March 1, 2011 Effective Date”) and continuing through February 28, 2017 (intlay

2. AFS Revenue Share and Deduction Percentagesrhe box on pages 1 and 2 of the Agreement, ld
“ADSENSE FOR SEARCH (“AFS”)” is deleted in its ergty, and replaced with the following:

ADSENSE FOR SEARCH (“AFS”) AFS Revenue Share AFS Deduction Percentage
Percentage

Sites approved for AFS: See Exhibit A
[*]
See Exhibit B

Approved Client Applications for AFS: [*]

3. Definitions .

a. Section 1.23. of the Agreement is deleted in iteety, and replaced with the followir

1.23. “Search Query” means (a) a text query entered and submitted ii8eaach Box on the Site
on an Approved Client Application by an End Ug8r,

b. The following are added to the Agreement as newi@ex1.291.30, respectivel

1.29. “ Alternative Search Queries” means alternative search queries as approved bygl&ar
writing and described in the Google Program Guisi
1.30 [

1

[*] = CERTAIN INFORMATION HAS BEEN OMITTED AND FILED SEPARATELY WITH THE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTIONS.
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4. Launch and Implementation.

a. Section 2.1 of the Agreement is deleted in itsretytj and replaced with the followir

2.1 Launch. The parties will each use reasonable effortatn¢h the Services

into live use within 30 days from the Effective BaCompany will not launch any implementation a th
Services into live use, including without limitatiany implementation of Alternative Search Queres]
such implementations will not be payable by Googidil Google has approved such implementations in
writing, which approval will not be unreasonablythtield or delayed.

b. Section 2.2(f) of the Agreement is deleted in itsrety, and replaced with the followir

() Subject to Section 2[8 , Google will, upon receiving a Request sent in

compliance with this Agreement, provide a SearcbuRge Set and/or an Ad Set (as applicable) wheh suc
Results are available. Company will then display $learch Results Set and/or Ad Set (as applicabld#)e
applicable Site.

c. The following is added to the Agreement as a neeti@e2.3: “2.3[*]

5. Policy Obligations.
a. Section 3.1(c) of the Agreement is deleted innigrety, and replaced with the followir

(c) implement any click tracking or monitoringResults;

b. Section 6 of the Agreement is deleted in its etytjrand replaced with the followingINTENTIONALLY

LEFT BLANK".

6. Conflicting Services Section 4 of the Agreement is deleted in its etyjrend replaced with the following:

[*]
2

[*] = CERTAIN INFORMATION HAS BEEN OMITTED AND FILED SEPARATELY WITH THE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTIONS.
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[*]

7. Third Party Advertisements. Section 5.2 of the Agreement is deleted in itsretytj and replaced with the
following:
[*]
8. Alternative Search Queries.
a. The following is added to the Agreement as a negti@e 2.2(h):

(h)y [
3
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b. The titles and contents of Exhibits D, L, and Mtloé Agreement are deleted in their entirety, armdacee
with the following:

[Intentionally Left Blank]
9. Payment.Section 12.2(b) of the Agreement is deleted irftsrety, and replaced with the following:
(b) Google’s payments for Advertising Servicesler this Agreement will be

based on Google’s accounting which may be filtéoeelxclude (i) invalid queries, impressions, cosi@ns
or clicks[*] .

10. Termination. The Agreement is amended such that on the twoaredversary of the Amendment Effective Date
(* Amendment Two Year Anniversary”), either party may terminate the Agreement byvimg notice to the
other party no later than sixty (60) days priotite Amendment Two Year Anniversary.

11. Changes to Exhibits.

a. Exhibit A of the Agreement is deleted in its ertireand replaced with the Exhibit A attached tos
Amendment.

b. Exhibit B of the Agreement is deleted in its ertfireand replaced with the Exhibit B attached tce
Amendment.

12. Client Application Guidelines.Exhibit K of the Agreement is deleted in its enfreand replaced with the Exhibit
K attached to this Amendment.

13. Change of Control.Section 18.4 of the Agreement is deleted in itgetytand replaced with the following:

Change of Control.Upon the earlier of (a) entering into an agreenpeoviding for a change of control (for
example, through a stock purchase or sale, meagsef sale, liquidation or other similar form ofpmrate
transaction), (b) the board of directors of a pagtgommending its shareholders approve a changentifol, or (c)
the occurrence of a change of control (each, atigaaf Control Event”), the party experiencing @teange of
Control Event will provide notice to the other gapromptly, but no later than 3 days, after theuoeence of the
Change of Control Event. The other party may teat&irthis Agreement by sending notice to the pabhesencing
the Change of Control Event and the terminatioh vgleffective upon the earlier of delivery of tleemination
notice or 3 days after the occurrence of the Chah@ontrol Event.

14. Miscellaneous. The parties may execute this Amendment in copatés, including facsimile, PDF, or other
electronic copies, which taken together will cogé one

4
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instrument. Except as expressly modified hereia téhms of the Agreement remain in full force afidat.

AGREED:

Google Inc. Synacor, Inc.
By: /na/ _By: /rf/

Print Name: Nikesh Arora Print Name: Ron Frankel

Title: President, Global Sales and

Business Development Title: President & CEO

Date: 3/3/2014 Date: 2/28/2014
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EXHIBIT A

AFS, AFC and WS Sites [*]



EXHIBIT B

AFS Revenue Share Percentadé

EXHIBIT K



Client Application Guidelines [*]
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AMENDMENT #3
TO
AMENDED AND RESTATED MASTER SERVICES AGREEMENT

This Amendment (“Third Amendment”) effective Decesnl®®7, 2012 (“Third Amendment Effective Date”) istlveenSynacor, Inc
("Synacor") andQwest Corporation on behalf of itself and as agent for its Affiliatg€lient”) under which the parties her
mutually agree to modify and amend thmended and Restated Master Services Agreemenivith an effective date of Januan
2012 (including the exhibits, schedules and amemdsrhereto, the “Agreement’All terms defined herein shall be applicable sc
to this Third Amendment. Any capitalized terms ubedein, which are defined in the Agreement andotiegérwise defined herein, st
have the meanings ascribed to them in the Agreement

Whereas, Synacor desires to utilize Savvis CommunicationspGa@tion (“Savvis”)as a subcontractor to provide certain hot
services for the legacy CenturyLink mailboxes urtierAgreement; and

Whereas,Qwest desires to approve the use of Savvis as 8yeaibcontractor for such purposes; and

Whereas, the parties desire to amend the Agreement witheasf the Email Fee related to the hosting sesvittet will be
subcontracted to Savvis.

Therefore , in consideration of the premises and mutual camenherein and for other good and valuable coraide, the sufficienc
and receipt of which are hereby acknowledged, Hrégs agree as follows:

1.0 Approval of Sawvvis. Qwest hereby agrees that prior to any migratiothefhosting of Uses’ email boxes previous
created by Synacor under the CenturyLink Agreeroeat to be hosted by Client (or its Affiliate) assdribed in Sectic
2.1(c) of the Agreement, Synacor may, and Synaemlly agrees to, utilize Savvis as an authorizbdasractor for th
provision of hosting such mailboxes. In order tgrate the Uses email boxes as described in the preceding semti
he parties will mutually agree to a migration amdting plan to move the hosting support of suchvattd Email Boxes from tl
current data center to the Savvis data center‘tlbsting Migration Plan”).The parties agree that, for purposes of clarifom
and notwithstanding the fact that Synacor utilidesvis as its authorized subcontractor to hosptbeiously describe
email boxes, such email boxes shall during theogettiey are hosted by Synacor hereunder (whethectlyi or throug
its subcontractor) remain as “Activated Email Bdxis purposes of the Agreement. For purposes officiation, i) all
email boxes currently hosted by [*] will, upon bgimigrated to the Savvis data center in accordanttethe Hostini
Migration Plan, and ii) any newly created email @@Xosted hereunder by Synacor in the Savvis datarg will each t
considered Activated Email Boxes for the periodt tBgnacor hosts such email boxes hereunder (ednectly ol
through Synacos authorized subcontractors). In addition, unle8serwvise mutually agreed by the parties,w
agreement will not be unreasonably withheld, [*].
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[']

2.0 Email Fee.The definition of “Email Fee’et forth in Section 1 of Schedule A shall be aneenahd restated as follov
“Email Fee” means a fee that is due to Synacor eamtith throughout the Term for the hosting of tretivated Email
Boxes which shall be equal to the sum gfaj}imes the number of Activated Email Boxes thatlassted hereunder
Synacor in Synacor’s or its subcontractor’s hostiegter (but expressly excluding those hosted ma&yr in the
Sawvis hosting center) during such month so longngsActivated Email Boxes remain in such hostiegter, and b)
[*1 . The parties agree that, with respect to the ERe®l component contained in clause a) above, cogingean the
month that such component would be less thiansuch Email Fee component shall be subjepttper month in any
month that any Activated Email Box was hosted hedeu by Synacor other than through Savvis.

3.0 General
Other than as set forth above, the Agreement resnainhanged and in full force and effect.
If there is a conflict between the terms of the égment and this Third Amendment, this Third Amenaineéll control.

IN WITNESS WHEREOF , the parties hereto have executed this Third Ameard as of the Third Amendment Effective Date.

SYNACOR, INC. Qwest Corporation on behalf of itglf and as
agent for its Affiliates:

By: /rfl __By: Irj/

Name:_Ron Frankel Name:_Richard Jacobsen

Title: President & CEO Title: Strategic Sourcing Analyst 12/10/2012
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FIFTH AMENDMENT
TO
AMENDED AND RESTATED MASTER SERVICES AGREEMENT

This Fifth Amendment (“Fifth Amendment”) effectivas of January 29, 2013 (“Fifth Amendment Effectivate”) is by and betwee
Synacor, Inc.(“Synacor”) andQwest Corporation, on behalf of itself and as agent for its Affiliatg€lient”), under which the parti
hereto mutually agree to modify and amend Ameended and Restated Master Services Agreementeffective as oflanuary 1,
2012,as amended (including the exhibits, schedules amehdments thereto, the “Agreemerd provided in this Fifth Amendme
All terms defined herein shall be applicable sotelyhis Fifth Amendment. Any capitalized terms diberein, which are defined in-
Agreement and not otherwise defined herein, steletihe meanings ascribed to them in the Agreement.

Whereas,the parties desire to add a new streaming musitugtdo the Premium Products offered through theidemtial Portal(s).

Now Therefore, in consideration of the premises and mutual camencontained herein and for other good and viduainsideratiol
the sufficiency and receipt of which are herebyrasidedged, the parties hereby agree to amend awiifyrtbe Agreement, effecti
as of the Fifth Amendment Effective Date, as fokow

1.0 Music Service (Rdio):A new Section 1(a)(viii) is hereby added immediatillowing Section 1(a)(vii) to Schedule D of
Agreement as follows:

(viii)  Rdio Premium Product Music Servicgynacor will make available a subscription and

download music service sourced from Rdio, Inc. {tRdas set forth in Exhibit 2 to Schedule D. For pugsosf clarification, th
Rdio Premium Product Music Service (as defined xhikit 2 to this Schedule D) is in addition to, aisddifferent and separ:
from, the music service referred to in Section (fg)above that is subject to the provisions ohibit 1 to Schedule D.

2.0 Exhibit 2: Attached hereto is Exhibit 2 to Schedule D of thiweement.
3.0 Pricing: A new bullet point is hereby added to Section bfb$chedule D immediately following the last bultet follows:

* Rdio Premium Product Music Service: For the Rdiditdited Premium Product Service (as defined in Bk to this Schedu
D) Client's cost will be [*] per Subscription Account per nidonFor the purposes of the Rdio Unlimited PremiBroduc
Service, and notwithstanding anything in the Agreetrnto the contrary, the number of Subscription AAods for the Rdi
Unlimited Premium Product Service will be calcuthtes of the last day of each month based upah@number of subscribe
to such service who, either (i) have set[tjpan account for such service through a ResidentaiaR or (ii) have set up .
account for such service through a Client call eeff], and, in either case, have not terminated such atauor before tr
last day of such month. For purposes of this Secfi. Synacor shall keep accurate records of Subscrigtmounts for th
Rdio Premium Product Music Service and, in the ewdrdiscrepancies between Synacor’'s and Rdietords, Synacor w
work with Rdio in an effort to determine the natwife and to correct any such, discrepancies. Synsitall provide a detailt
invoice to

1

[*] = CERTAIN INFORMATION HAS BEEN OMITTED AND FILED SEPARATELY WITH THE COMMISSION.
CONFIDENTIAL TREATMENT HAS BEEN REQUESTED WITH RESPECT TO THE OMITTED PORTIONS.




CONFIDENTIAL TREATMENT REQUESTED

¢ Client (setting forth the number of monthly Subgtiadn Accounts for the Rdio Unlimited Premium Prot&ervice) within[*]
following the expiration of each month, settingtfothe amount owed to Synacor pursuant to thisipi@v. Client will pay suc
invoiced amount (less any amounts disputed in dgadt) within [*] following receipt of such invoice. Upon Cliestreques
Synacor shall provide a list of all User SubscadptAccounts that are invoiced in any month.

In addition, with respect to any purchases of adjoRDownload Premium Product (as defined in Exhibib this Schedule C
Synacor will pay Client a percentage of all revemmueother consideration received by Synacor fronioRd connection witt
associated with, or with respect to, the Rdio Daad| Premium Product as set forth in Exhibit 2. pianposes of clarification ar
notwithstanding anything to the contrary in thisrégment, any end useraccess or use of the Rdio Download Premium Pt
shall in no event be considered a Subscription Aotainder this Agreement for purposes of calcupimy amounts owed
Synacor under this Agreement. As a further pointlafification and, notwithstanding anything to tbentrary set forth in th
Agreement, Section 4(b)(iv) of Schedule A shall apply to the Rdio Premium Product Music Servicd @tient shall be requirt
to pay Synacor the amounts described herein folRatiy Unlimited Premium Product Service Subscripthccounts of Employe
Users.

4.0 Synacor Provider Marks: For so long as the Rdio Premium Product Music $erig provided to Client by Synacor under
Agreement (including any applicable wind down péjfj&Gynacor authorizes Client to use the Rdio legioforth on Exhibit A to th
Amendment and any other trademarks, tradenameagyaice marks of Rdio that Synacor may in the fipprove for use by Clie
hereunder (collectively, the “Rdio Marks”) solely ¢onnection with the exercise of Clientights under this Agreement and sut
to Synacors approval as provided herein. Client shall use apuly the Rdio Marks in accordance with the pebcand guideline
related to the Rdio Marks that have been commuexicat Client by Synacor. Client shall provide Sysrawith copies of all samg
advertisements, brochures, and other materialdhinohwthe Rdio Marks are proposed to be used orqeegh to appear for Synacer’
written approval prior to the commercial publicatiodissemination or use thereof, and shall makecladinges in any su
advertisements, brochures and other materials aac8y reasonably requests. Except as providedisnAtireement, Client shi
have no right to use the Rdio Marks in any manneaiteoever, without the prior written consent of &or. Synacor represents
warrants that it has the right to grant the licepsavided herein and further represents and wasrtrdt it has the authority
approve any such use of the Rdio Marks in the mradescribed herein. For purposes of clarificatitwe, parties acknowledge ¢
agree that any Rdio Marks authorized by Synacbetased by Client hereunder shall constitute Syn@oarced Content.

5.0 Scope of AmendmentThis Fifth Amendment supersedes all proposals, oralvritten, all negotiations, conversations
discussions between or among parties relating ¢ostibject matter of this Fifth Amendment. This lrifsmendment shall |
integrated into, and form part of, the Agreemeféaive as of the Fifth Amendment Effective Datdl. t&rms and conditions of tl
Agreement shall remain unchanged except as expresstlified in this Fifth Amendment; and the ternistloe Agreement,
modified by this Fifth Amendment, are hereby ratifiand confirmed. Where the terms of the Agreeroentlict with those of thi
Fifth Amendment, however, the terms of this Fiftméndment shall control. This Fifth Amendment mayekecuted in one or mc
counterparts, each of which shall be deemed ainatjdut all of which together shall constituteecend the same agreement.
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IN WITNESS WHEREOF , the parties hereto have executed this Fifth Ament as of the date set forth below their
respective signatures, to be effective as of tfte Aimendment Effective Date.

SYNACOR, INC. QWEST CORPORATION
on behalf of itself and as agent for its Affiliates

By: /sb/__By: [ri/

Name:_Scott Bailey Name:_Richard Jacobsen

Title: Chief Operating Officer Title: Strategic Sourcing Manager
Date: 1/29/2013 Date: 1/31/2013
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Exhibit 2
To
Schedule D
Of the
Master Services Agreement
Rdio Music Service

Synacor agrees to make available to Users throngtooboth of the Residential Portals a subscripdiod download music service as
further described below (collectively, the “RdiceRrium Product Music Service”); provided howeveiie@ may, at its sole discretion
(and in no event is Client required to) exerciseight to instruct Synacor to make such servicgdlable on one or both Residential
Portals. Synacor represents that it and Rdio Haeight to provide the Rdio Premium Product M&evice and the Rdio Download
Premium Product to Users as contemplated in, abjgsuto the terms of, this Agreement.

1. Service Description for Subscription Music Senge (Rdio Unlimited): Synacor will make

available (if and for so long as Client instrucig&cor to do so on one or both of the ResidentaldPs) a subscription music service
sourced from Rdio thggermits Users to access such service, as applidable monthly fee via (i) the Internet througlvab browser
on a personal computer, and (ii) the Internet obilaccarrier networks through a mobile applicationmobile devices operating
specified iPhone iOS, Android or Blackberry opargtsystems, and with respect to the mobile serpicejides for caching to the
applicable mobile device for offline access to emttthe “Rdio Unlimited Premium Product Servicé’he Rdio Unlimited Premium
Product Service shall be considered Synacor Souwoatent for the purposes of the Agreement. Chdhitcollect payment for the
Rdio Unlimited Premium Product Service (at the therrent retail rate) from its Users that subsctibsuch Premium Product and
remit the amount owed to Synacor based upon tlenCtiost described fBection 1(b) of Schedule D in the manset forth in Section
4 of Schedule A.

2. Service Description for Music Downloads through Rdb. In addition, Synacor also will make

available to Users who are subscribers to the Rdiamited Premium Product Servi¢# and for so long as Client instructs Synacor to
do so)the right to purchase and download songs or albamen a la carte basis (the “Rdio Download Premfuoduct”). Such Users
will pay for such downloads by credit card diredttyRdio. Any Rdio Download Premium Product pur@thby such Users shall ent
such Users to the rights established by Rdio iteit:is of service for the Rdio Download Premiumdeiai. Synacor will pay to Client
[*] of the consideration it receives from Rdio in coetien with, associated with, or with respect to &dio Download Premium
Product downloaded by Users (provided such amausitilbject to refund, in the event of refunds attyzdid to the User). The Rdio
Download Premium Product shall be considered Syn@carced Content for the purposes of the Agreement

3. Promotional Period: Client may request from Synacor the ability to offee Rdio Premium
Product Music Service to Users on a promotionaisbaghout requiring such Users (or Client) to @afee, provided that in no event
shall such promotional period exceed a period hfynless otherwise approved by Synacor.

4, Additional Termination Rights Concerning Rdio Premium Products Music Service:

a) Notwithstanding anything to the contrary in Agreement, Synacor may immediately suspend acoessyt Content made
available through the Rdio Premium Product Musit/i8e upon prior written notice (including by e-Mao Client in the event
that any agreement entered into by
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Rdio with a record label with respect to such songlpel Content expires or is terminated for any neasber than Rdio’s uncured
material breachn such event, Synacor shall reasonably endeavaotify Client of such suspension at least sixt)(@ays in
advance of such expiration or termination, butrig avent, Synacor shall notify Client as promp#ypaacticable after becoming
aware of such expiration or termination.

b) In the event that any agreement entered into by Rdd a record label expires or is terminated figrr@ason other than Rdio's
uncured material breach, and as a result theral, €Rtermines to discontinue offering the RdionRiten Product Music Servic
as a whole and indefinitely, then Synacor shalp&enitted to terminate the provision of such sexyprovided that (i) Synacor
shall reasonably endeavor to notify Client of sdigdtontinuance at least sixty (60) days in advadheeesof (but in any event,
Synacor shall notify Client as promptly as pradileaafter becoming aware of such anticipated discoance), and (ii) in the
event of any termination of the service in accomawith this clause (b), Client shall be entitlecatwind-down period limited to
three (3) months where Synacor shall continue d@igde the Rdio Premium Product Music Service. Dgitime windeown perioc
referenced in this paragraph, Users of existings8ition Accounts (as of the termination dateglistontinue to have access to
the Content that was available to such Uslersugh the Rdio Premium Product Music Seninenediately prior to such
termination.
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Exhibit A
to
Fifth Amendment
to
Amended and Restated Master Services Agreement

Rdio Marks

rdio
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SIXTH AMENDMENT TO
AMENDED & RESTATED MASTER SERVICES AGREEMENT

This Sixth Amendment (“Sixth Amendment”) effectiae of November 1, 2013 (“Sixth Amendment EffeciDeage”) is by
and betweeynacor, Inc.(*Synacor”) andQwest Corporation, on behalf of itself and as agent for its Affigat(“Client”)
under which the parties hereto mutually agree tdifp@nd amend thAmended & Restated Master Services
Agreement, effective as oApril 1, 2012, as amended (including the exhibits, schedulesaamehdments thereto, the
"Agreement”) as provided in this Sixth Amendmenil.t&rms defined herein shall be applicable sotelthis Sixth
Amendment. Any capitalized terms used herein, whiehdefined in the Agreement and are not otherde$@ed herein,
shall have the meanings ascribed to them in theégent.

WHEREAS , the parties desire to change the pricing of #&eEure security product and to change other tards
conditions surrounding Client’s offering of the E€ire security product to its Users.

NOW, THEREFORE , in consideration of the premises and mutual camtencontained herein, and for other good and
valuable consideration, the receipt and sufficieoicyhich are hereby acknowledged, the partieshhyeagree to amend a
modify the Agreement, effective as of the Sixth Avdment Date, as follows:

1.0 Effective DateThe parties agree that wherever the date Janu2@12,is used to
describe the effective date of the Agreement, toggevith any amendments thereto, such date shalinsnded to t
April 1, 2012, and where the term “Effective Datg’used in the Agreement, together with any amemdsrt@ereto,
the term “Effective Date” shall mean April 1, 2012.

2.0 Internet Security Premium Product: Schedule D to the AgreemeRremium Product & Pricing Scheduleis hereby
amended as follows:

2.1 Section 1(a)(vi) of Schedule D to the Agreemetteseby amended by deleting
the following:

“Client will offer the Internet Security Premiumdgiuct to its Residential Portal Users throughoatferm
[*]
1
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2.2 Section 1(a)(vi) of Schedule D to the Agreemetteseby amended by correcting
references to “this Section 1(a)(iv)” to be corhgstated as “this Section 1(a)(vi)” and Sectioa)l\i) is
hereby further amended by adding the following leage at the end of the existing Section 1(a)(gi), a
amended herein:

“Provided, however, that Client agrees that it shal implement a marketing or messaging prograea th
intentionally targets its Users who are then exgsfr-Secure internet security product users, Narttarnet
security products other than in connection withakating or messaging program intended to pronicge t
upgrading of User’s premium high speed internet tier above the then current tier subscribed teumh
User.

In addition, and provided that the Agreement ikilhforce and effect, Client agrees as followq: [*

Notwithstanding anything contained in this Agreetrterthe contrary, Synacor shall have the additiona
obligation to monitor and report monthly to Clieghé number of Subscription Accounts (as indicatethle
number of license keys provided for the product}iti@ F-Secure internet security product.”

Premium Product and Content FeesFhe Sixth Bullet Point of Subsection 1(b) of
Schedule D to the Agreement is hereby deletedlanébtiowing is inserted in its place:
“Internet Security: Client’s cost shall be [*¥] pgubscription Account per month [*]

Amendment to Section 17The parties agree that, effective as of the EffedDate, the

first sentence of Section 17 of the Agreement relmeamended and restated in its entirety as faliéiWo change,
modification or waiver to this Agreement will bdeftive unless in writing and signed by both partig an
authorized representative of each party.”

2
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5.0 Scope of AmendmenfThis Sixth Amendment supersedes all proposals,conafritten,
all negotiations, conversations, or discussiongé&eh or among the parties relating to the subjedtanof this Sixtt
Amendment. This Sixth Amendment shall be integratésl and form a part of, the Agreement as ofSheh
Amendment Effective Date. All terms and conditiefishe Agreement shall remain unchanged except@aessly
modified by this Sixth Amendment; and the termshef Agreement as modified by this Sixth Amendmeetreereby
ratified and confirmed. If the terms of the Agreemeonflict with those of this Sixth Amendment, tieems of this
Sixth Amendment shall control. This Sixth Amendmenaty be executed in one or more counterparts, @ashich
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 Sixth Amentageof the date set forth below their
respective signatures, to be effective as of thithFimendment Effective Date.

SYNACOR, INC. QWEST CORPORATION,
On behalf of itself and as agent for
Its Affiliates

By: /sb/__By: [ri/

Name:_Scott Bailey Name:_Richard Jacobsen

Title: Chief Operating Officer Title: Strategic Sourcing Manager
Date: 11/25/2013 Date: 10/30/2013




SYNACOR, INC.
EMPLOYMENT TRANSITION AGREEMENT

This Employment Transition Agreement (the * Agreaind is dated as of March 5, 2014 by and betv
Synacor, Inc. (the * Compariyand Ronald N. Frankel (* Executiveand together with the Company, the “ Partigs

WHEREAS, the Executive desires to retire from tasipon as the President and Chief Executive Offafethe
Company, effective as of the Transition Date (d&dd below);

WHEREAS, the Parties desire to facilitate an ogdéndnsition and succession of a new PresidentGmdi
Executive Officer, but the Parties recognize thatduration of such an orderly transition is unknpand

WHEREAS, the Company desires to retain the servafethe Executive, and the Executive is willing
provide such services in connection with the tr@msiand succession of a new President and Chietlixe Officer
in each case, pursuant to the terms and conditiereof.

NOW, THEREFORE, in consideration of the promised amutual covenants contained herein, the P:
hereby agree as follows:

1. Transition. The Executive agrees to continue to serve asderdsand Chief Executive Officer of 1
Company until the effectiveness of the Boardppointment of his successor or such earlier datéhe Board
Directors of the Company (the_* Boatyl shall determine (the “ Transition Date As of the Transition Date, t
Executive will resign as President and Chief ExeeuDfficer of the Company and from any positionHwdds at an
of its subsidiaries, affiliates and joint venturEesllectively, the “_Affiliates”), to the extent applicable. From
Transition Date through the second anniversanhefTransition Date (the * Transition Peritd the Executive she
be employed by the Company as a esecutive employee, subject to earlier terminatignthe Executive or tl
Company in accordance with the terms herein. Theg®f the Executives employment under this Agreement, fi
the Effective Date until the date on which the Exe®’s employment terminates for any reason on or poidhe las
day of the Transition Period, is referred to hesnthe “ Employment Termi From the Transition Date through
end of the Employment Term, the Executive shallvig® such assistance as may be requested, andhshvallsuc
duties, responsibilities and authority as may bsigagd by the Board from time to time, includingeriprming
activities related to the transition of his dutes President and Chief Executive Officer; providountinuity an:
management support through the Transition Period;poviding guidance and continuity in the Comparsgrategi
planning cycle; provided that, in no event sha#l tbtal number of hours that the Executive is a@iig to perforr
during any calendar month following the Transitibate exceed 30 hours. During the Employment Telre
Executive will perform his duties faithfully and the best of his ability and, during the period ibagg on thi
Effective Date and ending on the Transition Daie, Executive will devote substantially full busiaegforts and tim
to the Company.

2. At-Will Employment. The Parties agree that the Executive’s employmatht the Company is “at-will”
employment and may be terminated at any time beeiParty for any reason, with or without causaatice. Any
contrary representations that may have been matte texecutive are superseded by this Agreemeis. i$hhe ful
and complete agreement between the Parties wiflecedo the Executive’ employment during the Employm
Term. The “at will” nature of the Executive’employment may only be changed in an expressewragreeme
signed by the Parties. Notwithstanding the preagedentence, as described in this Agreement, theufixe may b
entitled to severance benefits depending on the
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circumstances of the Executive’s termination of Eipwment with the Company during the Employment Term

3. Cash CompensationDuring the Employment Term, the Company will éoné to pay the Executive
base salary at an annualized rate of $350,000,bf@ya accordance with the Compasystandard payroll sched
(the “ Base Salary). The Executive will be entitled to receive paymehtiny 2013 annual incentive compense
only to the extent applicable performance objestivave been achieved under the terms of such iaegarogram.

4. Incentive Compensation

(@) If the Transition Date occurs at any time during thinety (90) day period beginning on the Effec
Date, the Executive will not be eligible to panpate in any 2014 cash incentive bonus program @d42 If the
Transition Date occurs at any time during the mebeginning on the first day following the nine80} day perio
beginning on the Effective Date and ending at thé ef the one hundred eighty (180) day period h&gm on thi
Effective Date, the Executive shall be entitleaddoeive payment of fifty percent (50%) of the amipifrany, payabl
under the 2014 annual incentive compensation pnogoathe extent that applicable performance ohjestifor 201
have been achieved. If the Transition Date occuew time after the end of the one hundred eigh®p) day perio
beginning on the Effective Date and prior to Japuar2015, the Executive shall be entitled to reegaayment of tr
full amount, if any, payable under the 2014 annnakntive compensation program to the extent tipgiieable
performance objectives for 2014 have been achieved.

(b) If the Transition Date occurs at any time on oelaftanuary 1, 2015 and prior to March 31, 201t
Executive will not be eligible to participate inygB015 cash incentive bonus program for 2015.df Thansition Dal
occurs at any time on or after April 1, 2015 andmpio July 1 2015, the Executive shall be entitiedeceive payme
of fifty percent (50%) of the amount, if any, pal@lbinder the 2015 annual incentive compensatiogrpro to th
extent that applicable performance objectives itf32have been achieved. If the Transition Date iscauany time ¢
or after July 1, 2015, the Executive shall be &ttito receive payment of the full amount, if apgyable under tt
2015 annual incentive compensation program to xiené that applicable performance objectives fat®26ave bee
achieved.

(c) All payments of any cash incentive bonus prograail $f& made to the Executive in the same form of
payment as is provided for with respect to paymanter any such program which are made to otherutixve
officers of the Company and at the same time thelt ncentive bonus payments are made to otheugxefficers
of the Company. The bonus (if any) will be awartieded on objective or subjective criteria estabtishy the Board.
The determinations of the Board with respect toBkecutive’s incentive bonus will be final and kimgl

5. Options.

(&) Except as set forth in this Section 5(a) and intiSed(b) below, the options to purchase sharethe
Company’s common stock (the * Optigt)spreviously granted to the Executive will remain jggbto the terms of tl
stock option agreements and stock plans under which Options were granted, as amended by the &gjteemen
between the Executive and the Company dated Mar@9a8 and June 23, 2009. Service during the Empdo
Term will constitute “service”gs that concept is defined or otherwise incorpdratéo each option agreement)
purposes of the applicable agreements governin@ gtiens.

(b) Notwithstanding the provisions of the stock optagreements under which the Options were gri
(including the terms of the Notice of Stock Opti@rant which accompanies such stock option
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agreements), (i) on the Transition Date, the Exeeid right to exercise such Options shall, in addittonthe
Executives right to exercise such Options as to vested SHasedefined in the option agreements) be actetbes t
the number of Restricted Shares (as defined instbek option agreements) that would have vested baodm:
exercisable as of the end of the 24 month periginbéng on the Transition Date and any Right of iRepase (¢
defined in the stock option agreements) applicableany such Restricted Shares shall lapse withemsio thos
Restricted Shares as to which the Right of Repueeeitas defined in the option agreements) would hepsed as
the end of the 24 month period beginning on thenditeon Date, in each case, assuming the Execuéinained i
Continuous Service Status (as defined in the o@gneements) for such 24 month period and (iiy afieng effect t
clause (i), the Options shall cease vesting andRight of Repurchase shall not lapse on any additichare
following the Transition Date.

(c) Notwithstanding the provisions of the stock optegreements under which the Options were gri
(including the terms of the Notice of Stock Opti@mant which accompanies such stock option agrees))etf
Options (and the Executiv@right to exercise the options to the extent thatOptions have become exercisabl¢
vested Shares) shall expire on the earlier of #ite dhich is ten (10) years after the Date of G(aatdefined in tt
option agreements) and the third anniversary offtla@sition Date.

6. Employee Benefits Except as provided in the following sentence,irduthe Employment Term, t
Executive will be eligible to participate in the ployee benefit plans then maintained by the Compzaingenere
applicability to other senior executives of the Qamy, currently including, without limitation, tf@ompanys grouj
medical, dental, vision, disability, life insuran@nd flexiblespending account plans under the same economic
as all other executives. Notwithstanding the fonegowith respect to group medical benefits, than@any sha
continue to provide the Executive the same grougicatbenefits which are currently being providedhe Executiv
upon the same terms that such group medical bsraftcurrently being provided to the Executiverfrihe Effectiv:
Date through the earlier of the end of the EmplaytmBerm or the date the Executive becomes eligiblesceivi
medical benefits from a new employer and, if anthextent that the Company is no longer ablead&ersuch grot
medical benefits available to the Executive, whethee to the provisions of the Affordable Care Acbtherwise, tr
Company shall reimburse to the Executive the cdsphdaining substantially comparable group medisahefit:
through the earlier of the end of the EmploymentnTer the date the Executive becomes eligible ¢teix@ medic:
benefits from a new employer. Except as providedhgyimmediately preceding sentence with respethéogrou
medical benefits to be made available to the Exeewuring the Employment Term, the Company resetkie righ
to cancel or change the benefit plans and prograpnffers to its employees at any time. The Exeeuivill cease t
accrue paid vacation as of the Transition Date.

7. Expenses The Company will reimburse the Executive for oeeble business expenses incurred b
Executive in the furtherance of or in connectiorthwihe performance of the Executigeduties hereunder,
accordance with the Compasyexpense reimbursement policy as in effect frametito time; provided that t
Company shall not be required to provide or to payeimburse the Executive for office space, supg@ff or relate
services in a location other than its Buffalo, Néark headquarters.
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8. Severance Upon termination of the Executive’s employment &my reason other than the Executive’
death, for Cause or a termination by the Execyijvi® become a \2 employee (not a consultant) of any person,
corporation or other entity or (ii) for any reasom or after the first anniversary of the Transitidate, the Executi
will be entitled to accrued Base Salary and besdfitough the last day of the Transition Perioce Executive may |
entitled to additional payments and benefits upaniain terminations of employment. Any payments/antenefits t
the Executive in connection with his terminationemhployment in addition to his accrued Base Sademy benefit
through the last day of the Executive’s EmploymiEgtm are referred to herein as * Severafice

(@) Termination By the Executive For Alternate Employment or Due Death . If the Executives
employment is terminated due to the Execusivdeath or if the Executive terminates his emplaymaeith the
Company to become a \&/-employee of any person, firm, corporation or pthetity, in each case prior to the f
anniversary of the Transition Date, then, subje®¢ctions 9 and 10, the Executive (or, in the chske Executives
death, the personal representative of the Execsitestate) will be entitled to continued paymentled Executives
annual Base Salary in accordance with the Comgangimal payroll schedule through the first anrsaey of th
Transition Date. If the Executive’s employment entinated due to the Executigedeath or if the Executi
terminates his employment with the Company to becamV2 employee of any person, firm, corporation or t
entity, in each case on or after the first anni@srof the Transition Date, then the Executive willy be entitled t
receive Base Salary and benefits accrued throwglagh day of the Executive’s Employment Term.

(b) Termination for Cause or by the Executive On oreAthe First Anniversary of the Transition Daté
the Executives employment with the Company is terminated (iYiy Company for Cause or (ii) by the Executive
any reason on or after the first anniversary of thensition Date, the Executive will only be emlto receive Ba:
Salary and benefits accrued through the last dalyeoExecutive’s Employment Term.

(c) Change of Control Notwithstanding anything else in this Sectiono8tlie contrary, if the Compa
undergoes a Change of Control prior to or withx (&) months following the Transition Date and tBeecutive i
subject to an Involuntary Termination within twel{f2) months following such Change of Control, theabject t
Sections 9 and 10, he will be entitled to the folltg Severance: (i) continued payment of his anfssde Salary |
accordance with the Compasyhormal payroll schedule for twelve (12) monthkofeing such termination; (ii) h
target annual cash bonus amount, as modified byicBe4(a) or 4(b), as applicable, paid in one lusopn paymen
and (iii) if the Executive elects to continue higogp health insurance coverage under the Consetd@mnibu
Budget Reconciliation Act (* COBRA) after the effective date of the Involuntary Terntioa, continued payment
the monthly premium for the Executive and, if apable, the Executive’'s dependents for a twehaith perio
following the effective date of the Involuntary f@nation.

(d) Timing of Cash Severance PaymentSubject to Sections 9 and 10, any cash Severpagmen
specified in this Section 8 will be paid on, or,tive case of installments, will not commence utiié sixtieth (60tt
day following the Executive’s Separation.

9. Conditions to Receipt of Severancéhe receipt of any Severance pursuant to Sec8¢ajsor 8(c) will b
subject to the Executive’s (i) having returned @dmpany property in the Executigepossession, and (ii) hav
executed a general release of all claims that kezlive may have against the Company or persditistad with the
Company, in a form mutually agreeable to the Corgpamd the Executive, on or before the date spelibig the
Company in the prescribed form (the “ Release Dead), which date will in no event be later than 50 dafysréhe
Executive’s Separation. If the Executive failséturn the release
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on or before the Release Deadline, or if the Exeeutvokes the release, then the Executive willb®entitled to tr
benefits described in Sections 8(a) or 8(c), aticaipe.

10. Section 409A

(&) Notwithstanding anything to the contrary in thisrégment, no Severance pay or benefits to be p
provided to the Executive, if any, pursuant to thggeement that, when considered together withahgr severan
payments or separation benefits, are consideresirdef compensation under Section 409A of the lateRevenu
Code of 1986, as amended (the_* Cdileand the final regulations and any guidance prigated thereunder (*
Section 409A") payable upon the Executive’s Separation in adance with Treasury Regulation 1.409A-3(i)(2)
(i) (together, the “ Deferred Paymerijswill be paid or otherwise provided until the Exgive has aseparation froi
service”within the meaning of Section 409A. For purposethaf Agreement, each of the payments to be matie
Executive under this Agreement shall be treated agparate payment under Section 409A. SimiladySeaveranc
payable to the Executive, if any, pursuant to #hggeement that otherwise would be exempt from 8$acti09/
pursuant to Treasury Regulation Section 1.40D@)(9) will be payable until the Executive hasseparation froi
service” within the meaning of Section 409A.

(b) Any Severance payments or benefits under this Ageee that would be considered Deferred Payn
will be paid on, or, in the case of installmentsl] wot commence until such time as required b t8ection 10(b
Notwithstanding anything to the contrary in thisrégment, if the Executive is “specified employee'within the
meaning of Section 409A at the time of the Exe@&lsitermination (other than due to death), then arfeiDec
Payments, if any, that are payable within the faigt (6) months following the Executive&'Separation will becor
payable on the first payroll date that occurs oafter the date six (6) months and one (1) dayvalig the date of tt
Executives separation from service. All subsequent DefeRagments, if any, will be payable in accordancén tht
payment schedule applicable to each payment orfibeN®twithstanding anything herein to the conyraif the
Executive dies following the Executi\ge’'separation from service, but before the six (6jhtm anniversary of tl
separation from service, then any payments delayadcordance with this paragraph will be payabla lump sum ¢
soon as administratively practicable after the ddtéhe Executives death and all other Deferred Payments wi
payable in accordance with the payment schedul&capfe to each payment or benefit. Each paymeadt lsamefi
payable under this Agreement is intended to canstin separate payment under Section 1.4D@N2) of th
Treasury Regulations.

(c) Any amount paid under this Agreement that satithesrequirements of the “short-term deferraille se
forth in Section 1.409Ab)(4) of the Treasury Regulations will not congg Deferred Payments for purposes of
Section 10. Any amount paid under this Agreemeat tfualifies as a payment made as a result of aviuntary
separation from service pursuant to Section 1.408A¢9)(iii) of the Treasury Regulations that doexs exceed tf
Section 409A Limit (as defined below) will not caiiste Deferred Payments for purposes of this $acto.

(d) The foregoing provisions are intended to complyhwiite requirements of Section 409A so that nol
the severance payments and benefits to be providesunder will be subject to the additional tax asgd unde
Section 409A, and any ambiguities herein will beeipreted to so comply. The Company and the Exezuatgree t
work together in good faith to consider amendmémthis Agreement and to take such reasonableractidnich ar
necessary, appropriate or desirable to avoid inipasof any additional tax or income recognitionfdye actue
payment to the Executive under Section 409A.

11. Release of All Claims In consideration for the Company agreeing to iomet the Executive
employment through the Employment Term, to thesfitlextent permitted by law, the Executive waives,
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releases and promises never to assert any claiceuses of action, whether or not now known, agaimes Compan
or its predecessors, successors or past or prasdidtes, stockholders, directors, officers, emyptes, consultan
attorneys, agents, assigns and employee benefis pleh respect to any matter, including (withomtitation) any
matter related to the Executive’s employment with Company, including (without limitation) claims attorneys’
fees or costs, claims of constructive dischargegtiemal distress, defamation, invasion of privafrgud, breach ¢
contract or breach of the covenant of good faitth f@ir dealing and any claims of discriminationh@arassment bas
on sex, age, race, national origin, disability oy ather basis under Title VII of the Civil Rightst of 1964, the Ag
Discrimination in Employment Act of 1967, the Nevork State Human Rights Law, the New York Executiaav,
the New York Civil Practice Law and Rules, the N¢ark Judiciary Law, the New York Labor Law, the Nétork
Civil Rights Law, the New York Administrative Codidane Americans with Disabilities Act, the Age Disaimation ir
Employment Act of 1967, and all other laws and tations relating to employment. However, this rekeaovers on
those claims that arose prior to the executiomigf Agreement and only those claims that may beedby applicabl
law. Execution of this Agreement does not bar dayrcthat arises hereafter, including (without liation) a claim fc
breach of this Agreement and does not bar any claymhe Executive for indemnification under thattam
Indemnification Agreement made by and between ttecttive and the Company as of October 4, 2007.

12. Bring-Down Release Within 21 days following the Transition Date, thgecutive agrees to enter int
general release of all claims that the Executivg heve against the Company or persons affiliatet thie Compar
as of such date, in a form mutually agreeable @oGbmpany and the Executive. Such release mustbeed, on ¢
before the date specified by the Company in thegoiteed form. If the Executive fails to return tleéease on or befc
the date specified by the Company, or if the Exgeutevokes the release, such action will be deemnedIful breact
of his obligations under this this Agreement.

13. Consideration and Revocation Periodhe Executive acknowledges that he has hereby bdvised |
writing to consult with an attorney of his choiceagp to signing this Agreement, and that he hatkast 21 days
consider this Agreement before signing it. Thedttee acknowledges that if this Agreement is stjhefore 21 day
have elapsed from the date of delivery, by sigrinig Agreement he has expressly waived thel@l-consideratic
period. The Executive acknowledges that he magkevhisAgreement within seven (7) days following its exean,
and the Agreement shall not become effective timtilrevocation period has expired. If the Executives not revolt
this Agreement, the eighth day after the date ttextive signs the Agreement will be the “ Effeetibate.”

14. Opportunity to Seek CounselThe Executivacknowledges by signing this Agreement that herbac¢
and understands this document, that he has codferité or had the opportunity to confer with anoatiey of hi:
choice regarding the terms and meaning of this &gent, that he has had sufficient time to constterterm
provided for in this Agreement, that no represeoiast or inducements have been made to him as ghtHerein, an
that he has signed the same knowingly and voluytari

15. Definitions.

(@) Cause For purposes of this Agreement, * Calise defined as (i) the Executiv@intentional failure t
substantially perform duties assigned by the Boardyided that, a failure to achieve financial pemiance goals sh
not, by itself, be deemed to be an intentionalufailto substantially perform duties assigned, t{ig Executives
commission of any act of fraud, embezzlement, fglar other willful misconduct that causes matenmuliry to the
Company, (iii) the Executive’ intentional unauthorized use or disclosure of prgprietary information or tra
secrets of the Company or any other party to whwerBixecutive owes an obligation of nondisclosura essult of th
Executive’s relationship with the Company,
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which unauthorized use or disclosure causes mhtaaran to the Company, or (iv) the Executwetillful breach o
his obligations under any written covenant or agrest with the Company, which, in the case of claugeand (ii
hereof, is not cured within 30 days following weittnotice thereof by the Company.

(b) Change of Control For purposes of this Agreement, “ Change of Giritmeans (i) the consummat
of any merger or consolidation of the Company witlinto another corporation other than a mergeronmsolidation i
which the holders of more than 50% of the sharesagital stock of the Company outstanding immedigbeior to
such transaction continue to hold (either by thingosecurities remaining outstanding or by theinly converted ini
voting securities of the surviving entity) more tha0% of the total voting power represented bywbiing securitie
of the Company, or such surviving entity, outstagdmmediately after such transaction; (ii) theesélansfer or oth
disposition of all or substantially all of the Coamy’s assets; (iii) a change in the composition ofBbard, as a resi
of which fewer than 50% of the incumbent directars directors who either: (A) had been directorthef Compan
on the date 24 months prior to the date of suclngdan the composition of the Board (the * Origibatectors”); or
(B) were appointed to the Board, or nominated fecteon to the Board, with the affirmative votes aff least
majority of the aggregate of (x) the Original Di@s who were in office at the time of their apgoent o
nomination and (y) the directors whose appointn@nhomination was previously approved in a manmersister
with this clause (B); or (iv) any transaction a®sult of which any person is the “beneficial own@s defined in Ru
13d-3 under the Securities Exchange Act of 1934, asnde®, directly or indirectly, of securities of t@®mpan
representing at least 50% of the total voting porepresented by the Compasyhen outstanding voting securit
For purposes of this clause (iv), the term “perssiméll have the same meaning as when used in sedti{d) and 14
(d) of the Securities Exchange Act of 1934, as atadnbut shall exclude (A) a trustee or other fidyc holding
securities under an employee benefit plan of them@my and (B) a corporation owned directly or iadily by the
stockholders of the Company in substantially theesgroportions as their ownership of the commorckstaf the
Company.

A transaction shall not constitute a Change of @biftits sole purpose is to change the statdhef@ompanyg
incorporation or to create a holding company thiitlve owned in substantially the same proportibgsthe persor
who held the Company’s securities immediately kefrch transaction.

(c) Competitive BusinessFor purposes of this Agreement, * Competitive iBass” means a person, fir
corporation, limited liability company or other #ptthat engages in the business of providing géayes, T\
Everywhere solutions, ldentity Management (IDM) acldudbased services and authentication and aggre:
solutions for delivery of online content to cab$atellite, telecom and consumer electronics congsaand othe
commercial businesses, or such other businesthin&@ompany has engaged in during the Executiggiployment. |
connection with the foregoing, Competitive Businggsudes, but is not limited to, TIVO; Yahoo!; AQClear Leaf
Rovi and Azuki. In addition to the foregoing, a g&m, firm, corporation, limited liability company other entity the
engages in the provision of content directly tostoners (as opposed to commercial businesses)shdle deemed
be a Competitive Business solely by reason of plingisuch content to consumers.

(d) Involuntary Termination For purposes of this Agreement, “ Involuntary migration” means (i)
Termination Without Cause or (ii) voluntary termiioa by the Executive within 60 days following (&) materie
reduction in the Executive’'job responsibilities, provided that neither a enelnange in title alone nor reassignr
following a Change of Control to a position thatsisbstantially similar to the position held prior the Change !
Control shall constitute a material reduction ib j@sponsibilities; (B) relocation by the Compariythee Executives
work site to a facility or location more than 50lesi from the Executive’ current office; or (C) a reduction in
Executive’s then-current base salary by at lea%t,Jfrovided that an across-theard reduction in the salary leve
all other employees in positions similar to the &ixese’s
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by the same percentage amount as part of a gesaaay level reduction shall not constitute sudalary reduction. |
order for a voluntary termination as defined irstBiubsection to be deemed Involuntary Terminatio&,Executiv
must provide the Company with written notice witfiiteen (15) days of the initial existence of (AB) or (C) above
the Company will have 30 days after its receipswth written notice to cure (A), (B) or (C) andstich event is n
cured within 30 days after the Compasnyeceipt of such notice, the Executive must valtlyt terminate hi
employment within 90 days after the existence efdbnditions in (A), (B), or (C).

(e) Separation For purposes of this Agreement, “ Separatiomeans a “separation from servicag define
in the regulations under Section 409A. For purpadgdhis Agreement the ExecutiveSeparation shall be deeme
occur on the first day following the Transition Pat

()  Section 409A Limit For purposes of this Agreement, * Section 409AiLi’ shall mean the lesser of t
(2) times: (i) the Executive’annualized compensation based upon the anneabfrgiay paid to the Executive dur
the Company’s taxable year preceding the Compaayable year of the ExecutiveSeparation; or (ii) the maximt
amount that may be taken into account under afipdallan pursuant to Section 401(a)(17) of the €tmt the year «
the Executive’s Separation.

() Termination Without CauseFor purposes of this Agreement, “ Termination Wiit Causé¢ means
Separation as a result of a termination of the Etvee’'s employment by the Company for reasons dtien Cause.

16. Restrictive Covenants and Commitmenihe Executive has entered into a Proprietaryrin&tion an
Inventions Agreement (the_* Proprietary Informatidgreement) with the Company, which remains in full force .
effect.

(@) No Solicitation. From the date hereof through the twenty-four rhgeriod following the Executive’
Separation or such later date as may be applicaider the Proprietary Information Agreement, thedixive sha
not, whether on the Executigown behalf or on behalf of or in conjunction wahy person, firm, partnersh
corporation, or other business organization, ematitgnterprise whatsoever _(* Perspndirectly or indirectly:

() hire, solicit or encourage any employee, officereator, independent contractor of or consultanthi
Company or any of its Affiliates to leave his, loeiits engagement with the Company or any of itifliafes;

(i) solicit, divert or attempt to solicit or divert fro the Company or any of its Affiliates any of tt
customers, agents or suppliers or potential custgnagents or suppliers that the Company has taigvithin twenty-
four (24) months prior to the Executive’s Separatio

(b) Noncompetition. From the date hereof through the latest of @ finst anniversary of the Transiti
Date, (ii) the end of the Employment Term and (ihg first anniversary of the Executigeteasing to serve a
member of the Board (such period being hereindfier* Restriction Period), the Executive shall not, whether on
Executives own behalf or on behalf of or in conjunction wathy Person, directly or indirectly own, manageegrage
control or participate in the ownership, managemeperation or control of, or be connected witthave any intere
in, as a shareholder, director, officer, employagent, consultant, partner, creditor or otherwegy Competitiv
Business anywhere within: (i) the State of New Yq{i® any other state of the United States and Bigtrict of
Columbia in which the Company or any of its Affteéd engages in or has engaged in business dumnpgaist fiv:
years, or (iii) any other country in which the Cang or any of its Affiliates engages in or has gmghin busine:
during the past five years. For the avoidance of
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doubt, nothing in this Section 16(b) shall be deeérweprohibit the Executive from becoming employkding the
Restricted Period by a person, firm, corporationitéd liability company or other entity that iscidentally engaged
any of the activities that, if principally engagedby such enterprise, would cause such enterpris® considered
Competitive Business; provided that the Executiwenot engaged in performing services to the porbbrsuct
enterprise which would be considered a CompetBiusiness if it were the principal business of seterprise.

(c)  Cooperation. During and following the Transition Period, theeEutive shall cooperate with 1
Company, as reasonably requested by the Comparsffdat a transition of the Executiwetresponsibilities and
ensure that the Company is aware of all mattensgbeandled by the Executive. In particular and authlimiting the
foregoing, the Executive shall cooperate with arakenhimself available as requested by the Compampmnnectio
with any government investigation, administrati@ahng or any other similar proceeding involving tompany. Tt
parties acknowledge that the consideration provigedier this Agreement shall be consideration ferduoperatio
under this Section 16(c) whenever such cooperadioseded.

(d) Breach of Covenants The parties agree that the Company would suffeparable harm upon t
Executives breach of the preceding paragraphs of this Sedo and that any such breach will constitute e
breach of this Agreement for purposes of the di&bimiof Cause contained herein. Upon any such chrethe
Company may terminate this Agreement and the Erexutill only be entitled to the payments set fohSection 8
(b). In addition, upon any such breach, the Compaay seek equitable relief in such form as maw the available
The Executive and the Company further agree tretitmages which would be suffered by the Compariyerever
that the Executive were to breach any of the cavisneontained in Section 16(a) or Section 16(b)ld/te difficult, if
not impossible to ascertain. Accordingly, the Exeeuand the Company agree that, in the event lmfeach by th
Executive of the covenants contained in Sectiofa)l®r Section 16(b) hereof, in addition to anyitaple relief whicl
the Company may be entitled to as a result of adbréy the Executive of the covenants containeseiction 16(a) ¢
Section 16(b), upon a final, n@ppealable determination of a court of competernsdiction that the Executive
breached any of the covenants contained in Sett¢am) or Section 16(b) hereof, (i) the Executivalsbe obligated t
pay to the company, as liquidated damages andsnatpenalty, an amount equal to the afarprofits of any shar
of Company common stock purchased by the Execupam the exercise of any of Executiw@®ptions more than
days after the Transition Date and later sold ey Executive (with any shares of Company commonksaagjuires
upon exercise of any of ExecutigeOptions that have not been sold at such timiee teold within 30 days thereof ¢
all such aftetax profits paid to the Company) and (ii) the Exeai shall forfeit, without payment therefor, ¢
Options then outstanding and unexercised.

17. No DisparagementThe Executive agrees that he will never makeragative or disparaging stateme
(orally or in writing) about the Company or its ckbolders, directors, officers, employees, produsésvices
business practices, except as required by law.

18. Assignment This Agreement will be binding upon and inurdfe benefit of (a) the heirs, executors
legal representatives of the Executive upon thectixee’s death and (b) any successor of the Company. Aok
successor of the Company will be deemed substittdedhe Company under the terms of this Agreenfentall
purposes. For this purpose, “successo€ans any person, firm, corporation or other bssirgatity which at any tirr
whether by purchase, merger or otherwise, dirantindirectly acquires all or substantially alltbe assets or busini
of the Company. None of the rights of the Executveeceive any form of compensation payable pumsta this
Agreement may be assigned or transferred exceptilbpr the laws of descent and distribution. Anther attempte
assignment, transfer, conveyance or other dispositf the Executives right to compensation or other benefits wil
null and void.
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19. Notices. All notices, requests, demands and other commatiaits called for hereunder will be in writ
and will be deemed given (a) on the date of dejiviedelivered personally, (b) one (1) day aftemigesent by a well-
established commercial overnight service, or (oy f@) days after being mailed by registered otifoed mail, returt
receipt requested, prepaid and addressed to thiedPar their successors at the following addresseat such oth
addresses as the Parties may later designatetingwri

If to the Company:

Synacor, Inc.

40 La Riviere Drive , Suite 300
Buffalo, New York 14202

Attention: Jordan Levy

If to the Executive:
ATTN: Ronald N. Frankel, at the last residentiadlisa$s known by the Company.

20. Severability. In the event that any provision hereof becomess ateclared by a court of compel
jurisdiction to be illegal, unenforceable or vottlis Agreement will continue in full force and effewithout sai
provision. In the event that a court of competeansgiction shall determine that any provisiontugtAgreement or tt
application thereof is unenforceable in whole ompart because of the duration or scope thereofp#rges heret
agree that said court in making such determinasioall have the power to reduce the duration angesad suc
provision to the extent necessary to make it eefmote, and that the Agreement in its reduced fdrafl be valid an
enforceable to the full extent permitted by law.

21. Entire Agreement This Agreement, together with any stock optioneagents between the Comp
and the Executive, and the Proprietary Informa#agreement, in each case, as such stock option ragrgs, an
Proprietary Information Agreement have been amenietuding any amendments to such stock optioregent:
and Proprietary Information Agreement as may bevigdeal for or contained in this Agreement represemésentir:
agreement and understanding between the Partiet® d@lse subject matter herein and supersedes adr mn
contemporaneous agreements whether written orinchliding without limitation, the letter agreemdaytand betwee
the Executive and the Company dated as of Julg@%/ and the Change of Control Severance Agreebstween th
Executive and the Company effective as of the @ffecdate of the Company’registration statement with
Securities and Exchange Commission for its infiablic offering of common stock to the public, winiare amende
restated and replaced in their entirety by thise®gnent. This Agreement may be modified only by egent of th
Parties by a written instrument executed by theiéar

22. Waiver of Breach The waiver of a breach of any term or provisibmhis Agreement, which must be
writing, will not operate as or be construed to deavaiver of any other previous or subsequent bre#cthis
Agreement.

23. Headings. All captions and section headings used in thiseAment are for convenient reference
and do not form a part of this Agreement.

24. Tax Withholding. All payments made pursuant to this Agreement bl subject to withholding
applicable taxes.

25. Governing Law. This Agreement will be governed by the laws of thtate of Delaware (with t
exception of its conflict of laws provisions). Faurposes of litigating any dispute that arises uritis Agreement, tt
Parties hereby submit to and consent to the jutiedi of the State of Delaware, and agree
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that such litigation will be conducted in the ceuof Wilmington, Delaware, or the federal courtstfee United State
for the District of Delaware.

26. Counterparts This Agreement may be executed in counterpantseach counterpart will have the s:

force and effect as an original and will constitae effective, binding agreement on the part ofheat the
undersigned.
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IN WITNESS WHEREOF, each of the parties has execthies Agreement, in the case of the Compan
their duly authorized officers, as of the day aednfirst above written.

COMPANY:

Synacor, Inc.

By: _ /s/ Jordan Levy Date: March 5, 2014

Title:  Chairman

EXECUTIVE:

/s/ Ronald N. Frankel Date: March 5, 2014
Ronald N. Frankel
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Exhibit 31.1
CERTIFICATIONS

I, Ronald N. Frankel, 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: May 15, 2014
/s/ Ronald N. Frankel
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: May 15, 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, Ronald N. Frankel, certify pursuant to 18 U.SSgction 1350, as adopted pursuant to Section B Sarbanes-Oxley Act of 2002, that the Quarterl
Report of Synacor, Inc. on Form 10-Q for the quéyrteeriod ended March 31, 2014 fully complies witle requirements 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 conditiomda
results of operations of Synacor, Inc.

May 15, 2014 /s/ Ronald N. Frankel
Ronald N. Frankel
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 Bl Garbanes-Oxley Act of 2002, that the Quarterl
Report of Synacor, Inc. on Form 10-Q for the quéyrteeriod ended March 31, 2014 fully complies witle requirements 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 conditiomda
results of operations of Synacor, Inc.

May 15, 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 incotpdiay 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.



