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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

(Mark One)
%} QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended September 30, 2009
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to
Commission file number: 001-34391
LOGMEIN, INC.
(Exact name of registrant as specified in its @rart
Delaware 20-1515952
(State or other jurisdiction of incorporation or (I.LR.S. Employer
organization’ Identification No.)
500 Unicorn Park Drive
Woburn, Massachusetts 01801
(Address of principal executive office (Zip Code)

781-638-9050
(Registrant’s telephone number, including area fode

(Former name, former address and former fiscal,yEelnanged since last report)

Indicate by check mark whether the registranth@dg filed all reports required to be filed by Sexctl3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sslobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 dayssi NoO

Indicate by check mark whether the registrant liésnitted electronically and posted on its corpo¥tb site, if any, every Interactive Data
File required to be submitted and posted pursuaRuie 405 of Regulation S-T (8232.405 of this ¢bgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yds NoO

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a smaller reporting
company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportir@pmpany” in Rule 12b-2 of the Exchange
Act. (Check one):

Large accelerated file&l Accelerated filerO Non-accelerated file Smaller reporting compani
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrantseell company (as defined in Rule 12b-2 of the BExge Act). Yed] NoM
As of October 26, 2009, there were 22,203,101 shairthe registrant’'s Common Stock, par value $&share, outstanding.
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Part I. Financial Information

Iltem 1. Financial Statements

Current assett

Cash and cash equivalel
Accounts receivable (net of allowance for doub#fotounts of approximately $69,000 and $88,000
December 31, 2008 and September 30, 2009, resplgt
Prepaid expenses and other current assets (ingl$di9,578 and $49,584 of non-trade receivable (
from related party at December 31, 2008 and Sepe(l 2009, respectivel
Total current asse
Property and equipment, r

Restricted cas

Acquired intangibles, n¢

Goodwill

Deferred offering cost

Other asset

Total asset

LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK
Current liabilities:
Accounts payabl
Accrued liabilities
Deferred revenue, current porti
Total current liabilities
Deferred revenue, net of current port
Other lon¢-term liabilities
Total liabilities

Commitments and contingencies (Note

Condensed Consolidated Balance Sheets

ASSETS

LogMeln, Inc.

Redeemable convertible preferred stock, par valu@l$per share

30,901,343 and 5,000,000 shares authorized at Owaredd, 2008 and September 30, 2(

Series A — designated, issued, and outstandind 0403 and 0 at December 31, 2008 and
September 30, 20(

Series E— designated 11,668,707 and 0 shares; issued andrmuditsy 11,668,703 and 0 share
December 31, 2008 and September 30, :

Series I-1 - designated, issued, and outstanding 2,222,223 ahdr@s at December 31, 2008
September 30, 20(

Total redeemable convertible preferred st
Stockholder’ equity (deficit):

Common stock, $0.01 par value — 20,022,752 andOP5000 shares authorized as of December 31
2008 and September 30, 2009, respectively; 3,980ad 22,203,101 shares outstanding as of
December 31, 2008 and September 30, 2009, respkt

Additional paic-in capital

Accumulated defici

Accumulated other comprehensive inca
Total stockholder equity (deficit)

Total liabilities, redeemable convertible preferstdck and stockholde’ equity (deficit)

See notes to condensed consolidated financiahséates.

AND STOCKHOLDERS’ EQUITY (DEFICIT)

December 31, September 30,
2008 2009
$22,912,98 $121,007,14

4,700,611 4,430,36!
1,665,30! 2,123,99!
29,278,90 127,561,51
4,000,49 5,066,88:
592,03 602,47:
1,493,85I 936,64
615,29¢ 615,29¢
1,412,00! —
22,35¢ 32,03t
$37,414,95  $134,814,85
$ 1,504,44¢ $ 1,971,71!
5,197,84. 6,577,11!
25,257,31 29,804,63
31,959,60 38,353,47
3,101,09! 2,159,11.
130,35¢ 490,72¢
35,191,06 41,003,31
12,500,96 —
11,628,98. —
10,713,31. —
34,843,26' —
39,80: 222,03:
311,04¢ 120,096,02
(32,980,21)  (26,657,08)
9,987 150,57¢
(32,619,37) 93,811,54
$37,414,95  $134,814,85
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LogMeln, Inc.

Condensed Consolidated Statements of Operations

Three Months Ended September 30,

Nine Months Ended September 30,

2008
Revenue (including $1,518,000, $1,485,000, $1,348dhd
$4,521,000 fom a related party during the threerand months
ended September 30, 2008 and 2009, respecti $14,385,86
Cost of revenu 1,575,78
Gross profi 12,810,07
Operating expens
Research and developm 3,281,10°
Sales and marketir 7,865,27!
General and administrati 1,579,63
Legal settlement —
Amortization of acquired intangible 81,92¢
Total operating expens 12,807,94
Income (loss) from operatiol 2,12t
Interest incom: 68,90¢
Interest expens (7,477)
Other expens (19,639
Income (loss) before income tax 43,92
Provision for income taxe (34,455
Net income (loss 9,467
Accretion of redeemable convertible preferred s (587,05)
Net income (loss) attributable to common stockhil $ (577,590
Net income (loss) attributable to common stockhager share
Basic $ (0.15)
Diluted $ (0.1%)
Weighted average shares outstand
Basic 3,934,04.
Diluted 3,934,04.

2009

2008

$18,970,75 $35,727,05

1,909,971  4,292,38
17,060,77 31,434,67
3,578,721  8,987,02
9,059,321 23,406,44
234413 4,848,40:

—  600,00(
81,92¢ 24578
15,064,11 38,087,66
1,996,66.  (6,652,98)
42,317 259,79(
(294 (57,949
(140,979 (104,462
1,897,70.  (6,555,60)
(47,846 (89,007
1,849,85' (6,644,61)
(49,08 (1,761,17)

$ 1,800,77. $ (8,405,78)

$ 0.0¢ $ (2.15)

$ 0.07 $ (2.15)
21,372,51  3,918,61
23,472,88 3,918,661

See notes to condensed consolidated financiahséates.

2

2009

$54,174,98
5,507,72.
48,667,26

9,487,21.
26,378,52
5,786,56!

245,78
41,898,09
6,769,171
68,35-
(1,480)
(300,89)
6,535,15!
(212,02)
6,323,12!
(1,311,22)
$ 5,011,90.

$ 0.2¢
$ 0.27

9,857,79.
11,675,09
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LogMeln, Inc.
Condensed Consolidated Statements of Cash Flows

Cash flows from operating activities
Net income (loss
Adjustments to reconcile net income (loss) to rsh
provided by operating activitie
Depreciation and amortizatic
Provision for bad debr
Deferred income tax expen
Stoclk-based compensatic
Loss on disposal of equipme
Discount on note payab
Changes in assets and liabiliti
Accounts receivabl
Prepaid expenses and other current a
Other asset
Accounts payabl
Accrued liabilities
Deferred revenu
Other lon¢-term liabilities
Net cash provided by operating activit
Cash flows from investing activities
Purchases of property and equipm
Increase in restricted cash and depc
Net cash used in investing activiti
Cash flows from financing activities

Proceeds from issuance of common stock in conneutith initial public offering, net of issuance ¢®

of $1,273,00(
Payments of issuance costs for proposed initialipoffering of common stoc
Proceeds from issuance of common si
Payments on note payal

Net cash (used in) provided by financing activi

Effect of exchange rate changes on cash and casaénts and restricted ca
Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe
Cash and cash equivalents, end of pe

Supplemental disclosure of cash flow informatior
Cash paid for intere:
Noncash investing and financing activitie:
Purchases of property and equipment included inwats payable and accrued liabilit
Accretion of reedemable convertible preferred st
Deferred stock offering cos
Conversion of redeemable preferred stock to comstack

See notes to condensed consolidated financiahséates.

3

Nine Months Ended September 30,

2008

$(6,644,61)

1,693,02.
54,00(
12,53¢

2,020,28.

57,67¢

(1,481,37)
(783,65
(18,31)
(854,15!)
1,277,87;
10,616,52
81,72¢
6,031,53:

(2,629,42)
(403,01
(3,032,44)

(808,37
53,37
(1,250,00)

(2,004,99)
174
994,27:
18,676,42
$19,670,69

$ 202,71

$ 524,79
$ 1,761,117
$ 213,93

2009

$ 6,323,12!

2,278,52!
85,00(
12,39(

2,115,52.

1,00¢

185,24’
(458,69
(9,676)
478,62
1,474,07!
3,605,341
347,97
16,438,47

(2,927,53)
(2,729
(2,930,26)

84,286,99

166,08
84,453,08
132,87
98,094,16
2291298
$121,007,14

1,76¢€

$

$ 80,26¢

$ 1,311,222

$ 110,75:
36,154,49
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LogMeln, Inc.
Notes to Condensed Consolidated Financial Statement

1. Nature of the Business

LogMeln, Inc. (the “Company”) develops and kes a suite of remote access and support soluti@gprovide instant, secure connections
between internet enabled devices. The Companytugtdine includes GravityM , LogMeln Free® , LogMeln Pro2®, LogMeln® Central™ ,
LogMeln Rescu®, LogMeln® Rescue+MobiléM , LogMeln Backup®, LogMeln® Ignition ™ | LogMeln Hamach® , and
RemotelyAnywher® . The Company is based in Woburn, Massachusettswiiblly-owned subsidiaries in Budapest, Hungamséerdam,

The Netherlands, and Sydney, Australia.

2. Summary of Significant Accounting Polices

Principles of Consolidatior— The accompanying condensed consolidated finastasgments include the results of operationsef th
Company and its wholly-owned subsidiaries. All nstampany transactions and balances have been atidiin consolidation. The Company
has prepared the accompanying consolidated finlasteitements in conformity with accounting prineiplgenerally accepted in the United
States of America (“GAAP”").

Unaudited Interim Financial Statements The accompanying condensed consolidated finastagments and the related interim
information contained within the notes to the cdidsted financial statements are unaudited and baea prepared in accordance with GAAP
and applicable rules and regulations of the Saearénd Exchange Commission for interim finangibimation. Accordingly, they do not
include all of the information and notes requirgd®AAP for complete financial statements. The agganying unaudited financial statements
should be read along with the Company’s auditeanfaial statements included in the final prospedated June 30, 2009, filed with the
Securities and Exchange Commission on July 1, Z088.unaudited interim condensed consolidated &iedistatements have been prepared
on the same basis as the audited consolidatedcfaiatatements and in the opinion of managemefigat all adjustments, consisting of
normal and recurring adjustments, necessary fofaingresentation of the Company'’s financial piosif results of operations and cash flows
for the interim periods presented. The resultgHerinterim periods presented are not necessadigative of future results. The Company
considers events or transactions that occur dfeebalance sheet date but before the financiaraetts are issued to provide additional
evidence relative to certain estimates or to idgmiatters that require additional disclosure. Sujoent events have been evaluated through
October 29, 2009, the date of issuance of thesadial statements.

Use of Estimates— The preparation of condensed consolidated finastédéments in conformity with GAAP requires mamaget to mak
estimates and assumptions that affect the repartexiints of assets and liabilities and disclosum@afingent assets and liabilities at the da
the financial statements and the reported amodmssenue and expenses during the reporting peBigdheir nature, estimates are subject to
an inherent degree of uncertainty. Actual resuitda differ from those estimates.

Stock Split— On June 25, 2009, the Company effected a 1-foréerse stock split of its common stock. All coomshares and per
common share information referenced throughouttmelensed consolidated financial statements hase tatroactively adjusted to reflect the
reverse stock split.

Deferred Offering Costs—=The Company filed its initial Form S-1 with thecseties and Exchange Commission on January 113 200
closed its initial public offering of common sto¢kPO”) on July 7, 2009. The costs directly asstmibwith the Company’s IPO were deferred
as incurred, and upon the close of its IPO on JuB009, the costs were recorded as a reductitimegiroceeds received in arriving at the
amount to be recorded in stockholders’ equity iy 2009.

Revenue Recognitier- The Company derives revenue primarily from suipsion fees related to its LogMeln premium servieesl from
the licensing of its RemotelyAnywhere software agldted maintenance.

Revenue from the Company’s LogMeln premiunvises is recognized on a daily basis over the sufitan term as the services are
delivered, provided that there is persuasive evidef an arrangement, the fee is fixed or

4
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determinable and collectability is deemed probaBlenscription periods range from monthly to fouange but are generally one year in
duration. The Company’s software cannot be runrmther entitys hardware nor do customers have the right topaksession of the softwe
and use it on another entity’s hardware.

The Company recognizes revenue from the bdndidivery of its RemotelyAnywhere software prodantl related maintenance ratably, on
a daily basis, over the term of the maintenancerao) generally one year, when there is persuasiigence of an arrangement, the product
has been provided to the customer, the collectidgheofee is probable, and the amount of fees tpaie by the customer is fixed or
determinable. The Company currently does not hangler-specific objective evidence for the fair \eabf its maintenance arrangements and
therefore the license and maintenance are bundggdhier. The Company recognizes revenue from tkeeo§#s Ignition for iPhone product
which is sold as a perpetual license and is reeeghivhen there is persuasive evidence of an amaefe the product has been provided to the
customer, the collection of the fee is probablel #nre amount of fees to be paid by the customixeésl or determinable.

The Company’s multi-element arrangements difyianclude multiple deliverables by the Compangls as subscription and professional
services, including development services. Agreemeith multiple element deliverables are analyzeddtermine if fair value exists for each
element on a stand-alone basis. If the fair vafieaoh deliverable is determinable then revenuedsgnized separately when or as the services
are delivered, or if applicable, when milestonesamted with the deliverable are achieved andmedeby the customer. If the fair value of
any of the undelivered performance obligations cale determined, the arrangement is accountealsfarsingle element and the Company
recognizes revenue on a straight-line basis owepémiod in which the Company expects to complstpeérformance obligations under the
agreement.

Concentrations of Credit Risk and Significant Custos— The Company'’s principal credit risk relates tdash, cash equivalents,
restricted cash, and accounts receivable. Cash,ezpsvalents, and restricted cash are depositethply with financial institutions that
management believes to be of high-credit qualitynTanage accounts receivable credit risk, the Cagnpegularly evaluates the
creditworthiness of its customers and maintainsashces for potential credit losses. To date, bsssulting from uncollected receivables f
not exceeded management’s expectations.

As of December 31, 2008 and September 30,,2068 were no customers that represented 10% o ai accounts receivable. For the
three months ended September 30, 2008, one custmoeunted for 11% of revenue, and during the threeths ended September 30, 2009
and the nine months ended September 30, 2008 &%) A0 customers accounted for more than 10% afmes.

Software Development Costs The Company has determined that technologicailidey of its software products and the software
component of its solutions to be marketed to extieusers is reached shortly before their introdurctd the marketplace. As a result,
development costs incurred after the establishmietegichnological feasibility and before their rededo the marketplace have not been mat
and such costs have been expensed as incurrediditioa, costs incurred during the application depeent stage for software programs to be
used solely to meet the Company’s internal needs hat been material.

Foreign Currency Translatior-The functional currency of operations outside Whnited States of America is deemed to be the cayref
the local country. Accordingly, the assets andilitéds of the Company’s foreign subsidiaries aantlated into United States dollars using the
period-end exchange rate, and income and expesmas #dre translated using the average exchangeéuwitg the period. Cumulative
translation adjustments are reflected as a sepapatponent of stockholders’ deficit. Foreign cumgiransaction gains and losses are charged
to operations. The Company had foreign currencgde®f $19,634 and $140,979 for the three monttiedeBeptember 30, 2008 and 2009,
respectively and $104,462 and $300,897 for the marths ended September 30, 2008 and 2009, resggcti

Stock-Based Compensatien Stock-based compensation is measured based hpagnant date fair value and recognized as an agpen
the financial statements over the vesting periothefaward. The Company uses the Black-Scholesropticing model to estimate the grant
date fair value of stock grants.
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Income Taxes— Deferred income taxes are provided for the téeot$ of temporary differences between the carrgimpunts of assets and
liabilities for financial reporting purposes ane tamounts used for income tax purposes, and opgiats carryforwards and credits using
enacted tax rates expected to be in effect in #agsyin which the differences are expected to sevafaluation allowances are recorded to
reduce the net deferred tax assets to amountsaimp&hy believes are more likely than not to beizedl The Company provides reserves for
potential payments of tax to various tax authasitielated to uncertain tax positions and otherissReserves are based on a determination of
whether and how much of a tax benefit taken byGbmpany in its tax filings or positions is moredik than not to be realized following
resolution of any potential contingencies presefdted to the tax benefit. Potential interest agmaiglties associated with such uncertain tax
positions are recorded as a component of incomexp&nse. Through September 30, 2009, the Compwdt identified any material
uncertain tax positions for which reserves woulddsgpired.

Comprehensive Income (Loss) Comprehensive income (loss) is the change irkbtders’ equity (deficit) during a period relatitg
transactions and other events and circumstancesrfom-owner sources and currently consists ofmatme (loss) and foreign currency
translation adjustments. Comprehensive income)(fogs1 operations was calculated as follows:

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

2008 2009 2008 2009
Net income (loss $ 9,467 $1,849,85 $(6,644,61) $6,323,12!
Cumulative translation adjustmet (97,126 98,557 12,33 140,58¢
Comprehensive income (los $ (87,659 $1,948,41; $(6,632,28) $6,463,71

Segment Data -Operating segments are identified as componeraa ehterprise about which separate discrete finhimfbrmation is
available for evaluation by the chief operatingidien-maker, or decision making group, in makingisiens regarding resource allocation and
assessing performance. The Company, which useslatated financial information in determining howvdllocate resources and assess
performance, has determined that it operates irsegment. The Company does not disclose geogragbimation for revenue and long lived
assets as it is impractical to calculate revenugdmgraphy and aggregate long lived assets locatisitie the United States do not exceed 10%
of total assets.

Net Income (Loss) Attributable to Common StockhislBer Share —Fhe Company uses the two-class method to computiacweme per
share because the Company had previously issuadtses; other than common stock, that contracyuatititied the holders to participate in
dividends and earnings of the company. The twosatasthod requires earnings available to commorelbéders for the period, after an
allocation of earnings to participating securitigsbe allocated between common and participategrsties based upon their respective rights
to receive distributed and undistributed earnifigge Company’s convertible preferred stock was &igpating security as it shared in any
dividends paid to common stockholders. Such pastaig securities were automatically convertedaimmon stock upon the Company’s IPO
in July 2009. Basic net income (loss) attributebleommon stockholders per share is computed alftaration of earnings to the convertible
preferred stock (losses are not allocated) by uiagveighted average number common shares ouitstpfod the period.

For periods in which the Company has repontetdosses, diluted net loss per common sharesisdime as basic net loss per common share
since the Company’s preferred stock does not paatie in losses. Diluted net income per commonesfarthe three and nine months ended
September 30, 2008 is the same as basic net inpen@mmon share as the effect of the participatoryertible securities is antidilutive.

The following potential common shares werd@dked from the computation of diluted net inconees$l) per share attributable to common
stockholders because they had an antidilutive itpac
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Three Months Ended September 30,

Nine Months Ended September 30,

2008
Options to purchase common she 3,248,50!
Conversion of redeemable convertible
preferred stocl 12,360,52
Total options and conversion of converti
15,609,02

preferred stocl

Basic and diluted net income (loss) per share w&suated as follows:

Basic and diluted net loss per shar
Numeratotr
Net income (loss
Accretion of redeemable convertible preferred st
Net income allocated to redeemable convertiblegpredl stocl
Net loss, as adjuste

Denominatol
Weighted average common shares outstan

Basic and diluted net loss per sh

Basic net income per shart
Numerator
Net income
Accretion of redeemable convertible preferred st
Net income allocated to redeemable convertiblegpredl stocl
Net income, as adjustt

Denominatol
Weighted average common shares outstanding,

Basic net income per she

Diluted net income per share
Numerator
Net income available to common shareholc
Accretion of dilutive redeemable convertible preder stock

Net income, as adjustt
Denominatol

Weighted average common shares outstan
Add: Options to purchase common she

Weighted average common shares outstanding, di

Diluted net income per sha

Recently Issued Accounting Pronouncementih October 2009, an update was mad&Revenue Recognition — Multiple Deliverable

2009 2008
1,034,37: 3,248,50!
12,360,52 12,360,52
13,394,89 15,609,02

Three Months Ended
September 30, 2008

2009

1,034,37:
12,360,52
13,394,89

Nine Months Ended
September 30, 2008

9,471 (6,644,61)
(587,05) (1,761,17)

$ (577,5;) $(8,405,%)
3,934,04: 3,918,61
$ (0.1 $ (219

Three Months Ended
September 30, 200!

Nine Months Ended
September 30, 200!

1,849,85! 6,323,12!
(49,08 (1,311,22)
(51,16 (2,466,54)

$ 1,749,60. $ 2,545,36.
21,372,51 9,202,27
$ 0.0¢ $ 0.2¢

Three Months Ended
September 30, 2009

Nine Months Ended
September 30, 2009

1,800,77: 5,011,90:
34,00( 908,27¢

$ 1,834,77. $ 5,920,18.
22,511,82 20,109,29
2,100,37. 1,817,30:
24,612,19 21,926,59
$ 0.07 $ 0.27

Revenue Arrangemer” This update removes the objective-and-reliable-@vig-of-fair-value criterion from the separatioitecia used to

determine whether an arrangement involving multif@iverables contains more than one unit of actingnreplaces references to “fair value”

with “selling




Table of Contents

price” to distinguish from the fair value measureserequired under theFair Value Measurements and Disclosuregiidance, provides a
hierarchy that entities must use to estimate thimgerice, eliminates the use of the residualmoetfor allocation, and expands the ongoing
disclosure requirements. This update is effectbretie Company beginning January 1, 2011 and cappked prospectively or retrospective
Management is currently evaluating the effect #uldption of this update will have on its consolahktinancial statements.

3. Initial Public Offering

On July 7, 2009, the Company closedHtS bf 7,666,667 shares of common stock at an afjepiice of $16.00 per share, of which
5,750,000 shares were sold by the Company and @1 8hares were sold by selling stockholders Jtiaguin net proceeds to the Company
approximately $83,000,000, after deducting undemgidiscounts and offering costs. Effective witle tlose of the IPO, the Company’s
outstanding shares of redeemable convertible pefestock were automatically converted into 12,888,shares of common stock.

4. Fair Value of Financial Instruments

The carrying value of the Company’s finanaistruments, including cash equivalents, restrici@sh, accounts receivable, and accounts
payable, approximate their fair values due to thkart maturities. The Company'’s financial assatslebilities are measured using inputs
from the three levels of the fair value hierarchyfinancial asset or liability’s classification win the hierarchy is determined based on the
lowest level input that is significant to the faalue measurement. The three levels are as follows:

Level 1: Unadjusted quoted prices for identissets or liabilities in active markets accessiiyl the Company at the measurement date.

Level 2: Inputs include quoted prices for $anassets and liabilities in active markets, gdqteces for identical or similar assets and
liabilities in markets that are not active, inpateer than quoted prices that are observable ®adiset or liability, and inputs that are derived
principally from or corroborated by observable nerltata by correlation or other means.

Level 3: Unobservable inputs that reflect @@mpany’s assumptions about the assumptions théetngarticipants would use in pricing the
asset or liability.

The following table summarizes the basis usadeasure certain of the Company’s financial asbett are carried at fair value:

Basis of Fair Value Measurement
Quoted Prices

in Active Significant
markets for Other Significant
Balance at Identical Observable Unobservable
December 31 ltems Inputs Inputs
2008 (Level 1) (Level 2) (Level 3)
Cash equivalent— money market fund $19,322,32 $19,322,32 $— $—

Basis of Fair Value Measurement
Quoted Prices

in Active Significant
markets for Other Significant
Balance at Identical Observable Unobservable
September 30 ltems Inputs Inputs
2009 (Level 1) (Level 2) (Level 3)
Cash equivalent— money market fund $112,934,82 $112,934,82 $— $—
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5. Intangible Assets

Acquired intangible assets consistecheffollowing:

December 31, 200: September 30, 200!
Estimated Gross Gross
Useful Carrying Accumulated Net Carrying Carrying Accumulated Net Carrying
Life Amount Amortization Amount Amount Amortization Amount
(Unaudited) (Unaudited) (Unaudited)
Identifiable intangible asset

Trademark 5years $ 635,50t $ 308,90: $ 326,60: $ 635,50¢ $ 404,22¢ $ 231,27
Customer bas 5 years 1,003,06! 487,56¢ 515,50« 1,003,06! 638,02! 365,04:
Software 4 years 298,97° 181,65t 117,32: 298,97° 237,71« 61,26:
Technology 4 years 1,361,90! 827,47¢ 534,42! 1,361,90! 1,082,83! 279,06!

$3,299,45. $1,805,60: $1,493,85I $3,299,45. $2,362,80. $ 936,64

The Company is amortizing the acquired intalggassets on a straight-line basis over the estonaseful lives noted above. Amortization
expense for intangible assets was $742,934 foyehe ended December 31, 2008 and $557,200 foritieenmonths ended September 30, 2008
and 2009. Amortization relating to software anchtexdogy is recorded within cost of revenues ancatinertization of trademark and the
customer base is recorded within operating expeggare estimated amortization expense for intalegassets was as follows at
December 31, 2008:

Years Ending December 31

2009 $742,93
2010 $564,23t
2011 $186,67!

6. Accrued Liabilities

Accrued liabilities consisted of the following

December 31 September 3C

2008 2009
Marketing program $ 855,03¢ $ 1,353,46!
Payroll and payroll relate 2,346,30- 3,122,47:
Professional fee 214,42; 501,55¢
Other accrued expens 1,782,07! 1,599,62.
Total accrued expens $5,197,84. $ 6,577,111

7. Income Taxes

The Company'’s tax provision for the three aime months ended September 30, 2008 and 2009 nisiroansists of alternative minimum
taxes and foreign income taxes, as well as a dafgnrovision related to the book and tax basiedéfices of goodwill. The provision for the
2009 periods was substantially offset by a decreasige valuation allowance as net loss carryfodsavere utilized to offset domestic pretax
income for the period. The benefit for the 2008 qus was substantially offset by an increase inviidaation allowance as net loss
carryforwards were generated.
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The Company has significant deferred tax agsdated to its net operating loss carryforwarnt$ tax credits and has provided a valuation
allowance for the full amount of its deferred t@sets, as it is not more than likely than not #mt future benefit from deductible temporary
differences and net operating loss and tax credit/forwards will be realized.

The Company files income tax returns in th8.WJederal jurisdiction and various state and fgmgurisdictions. The Company’s income tax
returns since inception are open to examinatiofeligral, state, and foreign tax authorities. ThenGany has no amount recorded for any
unrecognized tax benefits, and its policy is tordestimated interest and penalty related to titeerpayment of income taxes or unrecognized
tax benefits as a component of its income tax giomi During the three and nine months ended SdpeB0, 2008 and 2009, the Company
did not recognize any interest or penalties irsitgdements of operations, and there are no acdardtgerest or penalties at December 31, 2008
or September 30, 2009.

8. Stockholders’ Equity (Deficit)

On June 9, 2009, the Company’s Board of Dinecapproved a Restated Certificate of Incorponatiobe effective upon the closing of the
IPO. This Restated Certificate of Incorporation oaign other things, increased the Company’s autheéipenmon shares to 75,000,000 on
July 7, 2009.

9. Stock Option Plans

On June 9, 2009, the Company’s Board of Dinecapproved the 2009 Stock Incentive Plan (th@92Rlan”) which became effective upon
the closing of the IPO. A total of 800,000 sharesanmon stock, subject to increase on an annigs pare reserved for future issuance under
the 2009 Plan. Shares of common stock reserveiddoance under the 2007 Stock Incentive Plan émained available for issuance at the
time of effectiveness of the 2009 Plan and anyeshaf common stock subject to awards under the P07 that expire, terminate, or are
otherwise forfeited, canceled, or repurchased bydbmpany were added to the number of shares blailader the 2009 Plan. The 2009 Plan
is administered by the Board of Directors and Camspon Committee, which have the authority to giegie participants and determine the
number and type of awards to be granted, the tinahich awards are exercisable, the method of payed any other terms or conditions of
the awards. Options generally vest over a four-pegiod and expire ten years from the date of gi@ettain options provide for accelerated
vesting if there is a change in control. There wa%2,332 shares available for grant under the 2088 as of September 30, 2009.

The Company uses the Black-Scholes optiorifgrimodel to estimate the grant date fair valusto€k option grants. The Company
estimates the expected volatility of its commorcktat the date of grant based on the historicatiliy of comparable public companies over
the option’s expected term given the Company’stlchitrading history. The Company estimates expeeted based on historical exercise
activity and giving consideration to the contratteam of the options, vesting schedules, empldyegover, and expectation of employee
exercise behavior. The assumed dividend yield sethaipon the Company’s expectation of not payimgldnds in the foreseeable future. The
risk-free rate for periods within the estimatee liff the option is based on the U.S. Treasury ydalde in effect at the time of grant. Historical
employee turnover data is used to estimate prengesption forfeiture rates. The compensation espena amortized on a straight-line basis
over the requisite service period of the optionsici is generally four years.

10
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The Company used the following assumptiorepfaly the Black-Scholes option-pricing model:

Three Months Ended

Nine Months Ended

September 30, September 30,
2008 2009 2008 2009
Expected dividend yiel 0.0(% 0.0(% 0.0(% 0.0(%
Risk-free interest rat 3.3% 2.71% 2.90%- 3.32% 1.88%- 2.71%
Expected term (in year 5.54- 6.2% 6.2t 5.54- 6.2¢ 6.2t
Volatility 75% 75% 75%- 80% 75%
The following table summarizes stock optiotivdty, including performance-based options:
Weighted
Average
Weighted Remaining
Number Average Contractual Aggregate
of Shares Exercise Term Intrinsic
Options Price (Years) Value
Outstanding, December 31, 20 3,209,65! 4.1¢ 7.6 $24,426,41
Granted 93,20( 12.6¢
Exercisec (112,300 1.4¢ 1,542,86!
Forfeited (63,25() 10.4:
Outstanding, September 30, 2( 3,127,30! 4.3¢ 7.C 43,557,33
Exercisable at December 31, 2( 1,682,901 2.4¢ 6.9 15,637,51
Exercisable at September 30, 2( 2,128,85! 2.7¢ 6.5 33,065,16

The aggregate intrinsic value was calculategkl on the positive differences between the esgihfair value of the Company’s common
stock on December 31, 2008, of $11.78, and $188klpare on September 30, 2009, or at time of eesrand the exercise price of the

options.

The weighted average grant date fair valugt@tk options issued or modified was $7.73 peresfarthe year ended December 31, 2008,

and $8.54 for the nine months ended September(®@®. 2

The Company recognized stock based compensatizense within the accompanying consolidate@stants of operations as summarized

in the following table:

Three Months Ended

Nine Months Ended

September 30, September 30,
2008 2009 2008 2009
Cost of revenu $ 15,23¢ $ 8,58( $ 44,68 $ 37,74t
Research and developmt 102,30 251,33 301,20 427,19.
Selling and marketin 251,86! 220,78( 700,88¢ 678,75:
General and administrati\ 302,37¢ 420,44¢ 973,50° 971,83
$671,78: $901,13¢ $2,020,28. $2,115,52;

11
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As of December 31, 2008 and September 30,,2068 was approximately $6,436,000 and $4,43200@al unrecognized share-based
compensation cost, net of estimated forfeiturdated to unvested stock option grants which areetqul to be recognized over a weighted
average period of 1.5 and 2.3 years. The totaloagrized share-based compensation cost will bestadjdor future changes in estimated
forfeitures.

Of the total stock options issued subjech®Plans, certain stock options have performanseebaesting. These performanuased option
granted during 2004 and 2007 were generally graatdke-money, contingently vest over a periodaaf to four years depending upon the
nature of the performance goal, and have a conthlite of ten years.

The Company granted 180,000 performance opiiv2007, which vested upon the closing of the.IPPiie Company recorded
compensation expense of $338,000 in July 2009 kat these performance options.

The performance-based options are summariekedvb

Weighted
Average
Weighted Remaining
Number Average Contractual Aggregate
of Shares Exercise Term Intrinsic
Options Price (Years) Value
Outstanding, December 31, 2C 718,00( 1.2t 6.5 $ 7,556,95!
Granted —
Exercisec (17,000 1.2t 150,11(
Forfeited —
Outstanding, September 30, 2( 701,00( 1.2 5.8 11,959,06
Exercisable at December 31, 2C 493,00( 1.2 6.C 5,188,82!
Exercisable at September 30, 2( 701,00( 1.2¢ 5.8 11,959,06

The aggregate intrinsic value was calculategkl on the positive differences between the esgihfair value of the Company’s common
stock on December 31, 2008, of $11.78 per shatk$aB.31 per share on September 30, 2009, andckéhneige price of the options.

10. Commitments and Contingencies

Operating Leases— The Company has operating lease agreementsffoe®fn Massachusetts, Hungary, The Netherlandsfastralia
that expire in 2009 through 2014. The lease agraefoethe Massachusetts office requires a secdaposit of $125,000 in the form of a letter
of credit which is collateralized by a certificatedeposit in the same amount. The 2009 lease mgnefor one of the Company’s Hungarian
offices requires a security deposit, which totapgdroximately $245,000 (45,359,642 HUF) at SepterBbe2009. The certificate of deposit
and the security deposit are classified as restticash. The Massachusetts, The Netherlands, anBugapest, Hungary leases contain
termination options which allow the Company to terate the leases pursuant to certain lease prongsio

Rent expense under these leases was apprekr$a8,000, $516,000, $965,000 and $1,226,00€hthree and nine months ended
September 30, 2008 and 2009, respectively. The @ognpecords rent expense on a straight-line basigefses with scheduled escalation
clauses or free rent periods.

The Company also enters into hosting senagesements with third-party data centers and ietesarvice providers that are subject to
annual renewal. Hosting fees incurred under thesmgements aggregated approximately $383,000,,8439%1,004,000 and $1,156,000 for
the three and nine months ended September 30,&£@D2009, respectively.

12
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Litigation — During 2007 and through May 22, 2008, the Compsatiled three patent infringement lawsuits foaggregate amount of
$2,825,000. In each settlement, the plaintiff dssed the action with prejudice, and all partievioled mutual releases from claims arising
from or related to the patent or patents at isshe.Company recorded $0 and $600,000 related tobtese lawsuits for the three and nine
months ended September 30, 2008.

On June 2, 2009, PB&J Software, LLC (“PB&Jiled a complaint that named the Company and felierocompanies as defendants in a
lawsuit in the U.S. District Court for the Distriot Minnesota. The Company received service otttiraplaint on July 20, 2009. The complaint
alleges that the Company has infringed U.S. Pa&tent7,310,736, which allegedly is owned by PB&J &ad alleged claims directed to a
particular application or system for transferrimgstoring back-up copies of files from one compuitea second computer. The complaint seeks
damages in an unspecified amount and injunctivefrdlhe Company believes that it has meritorioefedses to the claim and intends to
defend the lawsuit vigorously.

The Company is from time to time subject taaas other legal proceedings and claims, eithsersd or unasserted, which arise in the
ordinary course of business. While the outcoméne$é other claims cannot be predicted with cegtamanagement does not believe that the
outcome of any of these other legal matters willcha material adverse effect on the Company’s diteded financial statements.

11. Related Party Transactions

In December 2007, the Company entered intoategic agreement with Intel Corporation to jojrdevelop a service that delivers
connectivity to computers built with Intel compotgerJnder the terms of the multi-year agreemeetGbmpany is adapting its service
delivery platform, Gravity, to work with specifiechnology delivered with Intel hardware and sofevaroducts. The agreement provides that
Intel will market and sell the service to its custs. Intel pays the Company a minimum licensesamdice fee on a quarterly basis during the
multi-year term of the agreement. The Company begeagnizing revenue associated with the Inteliserand marketing agreement upon
receipt of acceptance in the quarter ended SepteBdh@008. In addition, the Company and Intel wilare revenue generated by the use ¢
service by third parties to the extent it excedasnhinimum payments. In conjunction with this agneat, Intel Capital purchased 2,222,223
shares of the Company’s Series B-1 redeemable dilmeepreferred stock for $10,000,004, which weoaverted into 888,889 shares of
common stock in connection with the closing of iR® on July 7, 2009.

In June 2009, the Company entered into a $iecroyalty and referral agreement with Intel Aroasi Inc., pursuant to which the Company
will pay Intel specified royalties with respectgdobscriptions to its products that incorporatelttiel technology covered by the service and
marketing agreement with Intel Corporation. In &ddi, in the event Intel refers customers to then@any under this agreement, the Company
will pay Intel specified fees.

At December 31, 2008 and September 30, 2006, dwed the Company approximately $150,000 arfjOE®, respectively, recorded as a
non-trade receivable relating to this agreemeng. Chmpany recognized $1,518,000, $1,485,000, $060&nd $4,521,000 of net revenue
relating to these agreements for the three andmongths ended September 30, 2008 and 2009, resggcths of December 31, 2008, the
Company had recorded $3,214,000 related to thisemgent as deferred revenue of which $2,143,00Cclaasified as long term deferred
revenue. As of September 30, 2009, the Companyetasded $2,410,000 related to this agreementfasrdd revenue, of which $1,339.00(
classified as long-term deferred revenue. The Compacorded operating expense relating to reféees of approximately $16,000 relating to
this agreement during the three month and nine hsoeded September 30, 2009. Approximately $1&:0@fing to the referral fees and
$8,000 relating to license fees are payable td agd@f September 30, 2009.

13
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Iltem 2. Managemen’s Discussion and Analysis of Financial Condition ahResults of Operations

The following discussion and analysis of our finahcondition and results of operations should kbad in conjunction with the unaudited
condensed consolidated financial statements andeflaged notes thereto included elsewhere in thiaferly Report on Form 10-Q and the
audited consolidated financial statements and ntieseto and management’s discussion and analydieancial condition and results of
operations for the year ended December 31, 2008dked in our final prospectus dated June 30, 2008 filed with the Securities and
Exchange Commission, or SEC. This Quarterly Repoform 1(-Q contains “forward-looking statementstithin the meaning of Section 2
of the Securities Exchange Act of 1934, as amemadtle Exchange Act. These statements are ofeemiiicd by the use of words such as
“may,” “will,” “expect,” “believe,” “anticipate, intend,” “could,” “estimate,” or “continue,” and similar expressions or variations. Such
forward-looking statements are subject to risks, uncertegndnd other factors that could cause actual rssaihd the timing of certain events
differ materially from future results expressedraplied by such forward-looking statements. Factbiet could cause or contribute to such
differences include, but are not limited to, thdgEussed in the section titled “Risk Factors,” &mth in Part Il, Item 1A of this Quarterly
Report on Form 1-Q and elsewhere in this Report. The forward-loglstatements in this Quarterly Report on Form 16efresent our views
as of the date of this Quarterly Report on FormQ.0«/e anticipate that subsequent events and dawelois will cause our views to change.
However, while we may elect to update these for-looking statements at some point in the futurehase no current intention of doing so
except to the extent required by applicable lavwu ¥loould, therefore, not rely on these forwérdking statements as representing our view
of any date subsequent to the date of this Quarteeport on Form 10-Q.

”ou ”ou ”ou ”ou ” o ” o

Overview

LogMeln provides on-demand, rematnnectivity solutions to small and medium busiressr SMBs, IT service providers and consun
Businesses and IT service providers use our solutio deliver end-user support and to remotelyssceaed manage computers and other
Internet-enabled devices more effectively and effity. Consumers and mobile workers use our smhstto access computer resources
remotely, thereby facilitating their mobility andcreasing their productivity. Our solutions, white deployed on-demand and accessible
through a web browser, are secure, scalable aryd@agur customers to try, purchase and use.

We offer two free services and nine premiunvises. Sales of our premium services are genethtedgh word-of-mouth referrals, web-
based advertising, expiring free trials that wevawhto paid subscriptions and direct marketingea and existing customers.

We derive our revenue principally from subgtion fees from SMBs, IT service providers and econers. The majority of our customers
subscribe to our services on an annual basis. &enue is driven primarily by the number and typew premium services for which our
paying customers subscribe. For the nine monthedBéptember 30, 2009, we generated revenues & BiiMion, compared to $35.7 million
for the nine months ended September 30, 2008,aadre of approximately 52%. In fiscal 2008, weegated revenues of $51.7 million.

In addition to selling our services to endrasere entered into a service and marketing agreewi¢h Intel Corporation in December 2007
pursuant to which we are adapting our service dgliplatform, Gravity, to work with specific tecHogy delivered with Intel hardware and
software products. The agreement provides thak Wwilemarket and sell the services to its custosaéntel pays us a minimum license and
service fee on a quarterly basis during the terth@fagreement, and we share with Intel revenuergésd by the use of the services by third
parties to the extent it exceeds the minimum paysié&kie began recognizing revenue associated watintiel service and marketing agreen
in the quarter ended September 30, 2008. Duringitreemonths ended September 30, 2009, we recahfit® million in revenue from this
agreement.

Through September 30, 2009, we have priméuitgled our operations through the sale of redeesradnivertible preferred stock which
resulted in proceeds of approximately $27.8 millicaish flows from operations and to a lesser extpptoximately $83.0 million of net
proceeds received in connection with our initiabjiioffering of common stock, or our IPO. We ind net losses of $6.7 million for 2006,
$9.1 million for 2007 and $5.4 million for 2008 aadrned net income of $6.3 million for the nine therended September 30, 2009. We
expect to continue making significant future expgemes to develop and expand our business.
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Certain Trends and Uncertainties

The following represents a summary of certeéends and uncertainties, which could have a sigart impact on our financial condition and
results of operations. This summary is not intentdelte a complete list of potential trends and uiadgeties that could impact our business in
the long or short term. The summary, however, shbelconsidered along with the factors identifiethie section titled Risk Factors’ set
forth in Part 11, Item 1A of this Quarterly Repam Form 10-Q and elsewhere in this report.

. We continue to closely monitor current adverse eouin conditions, particularly as they impact SMBSservice providers an
consumers. We are unable to predict the likely ilumeand severity of the current adverse economimiions in the U.S. and other
countries, but the longer the duration the greds&es we face in operating our busine

. We believe that competition will continue to incsealncreased competition could result from exgstiompetitors or new competitc
that enter the market because of the potential mppity. We will continue to closely monitor comfiate activity and respond
accordingly. Increased competition could have areesk effect on our financial condition and resafteperations

. We believe that as we continue to grow revenwexpécted rates, our cost of revenue and operatipgnses, including sales and
marketing, research and development and genera@mchistrative expenses will increase in absallaiéar amounts. For a
description of the general trends we anticipatesinous expense categories, “Cost of Revenue and Operating Expe” below.

Sources of Revenue

We derive our revenue principally from subgiion fees from SMBs, IT service providers and consrs. Our revenue is driven primarily
by the number and type of our premium servicesviuich our paying customers subscribe and is noteoimated within one customer or grc
of customers. The majority of our customers subsc® our services on an annual basis and payianaé, typically with a credit card, for
their subscription. A smaller percentage of out@urers subscribe to our services on a monthly kihsisigh either month-to-month
commitments or annual commitments that are thet painthly with a credit card. We initially recordsabscription fee as deferred revenue
and then recognize it ratably, on a daily basigr ale life of the subscription period. Typicallysubscription automatically renews at the end
of a subscription period unless the customer sigadif terminates it prior to the end of the period

In addition to our subscription fees, to s&®xtent, we also generate revenue from thedecand annual maintenance fees from the
licensing of our RemotelyAnywhere product. We lisefRemotelyAnywhere to our customers on a perpbasit. Because we do not have
vendor specific objective evidence of fair valueV&OE, for our maintenance arrangements, we rett@réhitial license and maintenance fee
as deferred revenue and recognize the fees asuevatably, on a daily basis, over the initial ni@ance period. We also initially record
maintenance fees for subsequent maintenance persodisferred revenue and recognize revenue ratably daily basis, over the maintenance
period. We also generate revenue from the licehserolgnition for iPhone product which is soldagerpetual license and is recognized as
delivered. Revenue from RemotelyAnywhere and Ignifor iPhone represented less than 5% of our tevéor the interim periods covered by
this report.

Employees

We have increased our number of full-time empés to 334 at September 30, 2009 as compared¥tatDecember 31, 2008 and 262 at
September 30, 2008.

Cost of Revenue and Operating Expenses

We allocate certain overhead expenses, sugmaand utilities, to expense categories baseti@headcount in our office space occupied
by personnel in that expense category as a pegeenfaur total headcount or office
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space. As a result, an overhead allocation asgalcigith these costs is reflected in the cost ofnexe and each operating expense category.

Cost of Revenu€ost of revenue consists primarily of costs assediavith our data center operations and custonygrt centers,
including wages and benefits for personnel, telenomication and hosting fees for our services, ageipt maintenance, maintenance and
license fees for software licenses and depreciafidditionally, amortization expense associatedlite software and technology acquired as
part of our acquisition of substantially all theseis of Applied Networking, Inc. is included in to§revenue. The expenses related to hosting
our services and supporting our free and premiustocoers is related to the number of customers whecsibe to our services and the
complexity and redundancy of our services and hgstifrastructure. We expect these expenses teaserin absolute dollars as we contint
increase our number of customers over time bugtad, to remain relatively constant as a percentagevenue.

Research and DevelopmeResearch and development expenses consist prirodrilpges and benefits for development personnel,
consulting fees associated with outsourced devetopmrojects, facilities rent and depreciation agded with assets used in development. We
have focused our research and development effort®th improving ease of use and functionality wf existing services, as well as
developing new offerings. The majority of our reséaand development employees are located in otgldement centers in Hungary.
Therefore, a majority of research and developmepéese is subject to fluctuations in foreign exdferates. We expect that research and
development expenses will increase in absoluteudolis we continue to enhance and expand our espyiat decrease as a percentage of
revenue.

Sales and Marketingsales and marketing expenses consist primarilyntfi® search and advertising costs, wages, comonissind
benefits for sales and marketing personnel, offtire@keting costs such as media advertising ané shdws, and credit card processing fees.
Online search and advertising costs consist prignafipay-per-click payments to search enginesa@hér online advertising media such as
banner ads. Offline marketing costs include radic print advertisements as well as the costs @ter@nd produce these advertisements, and
tradeshows, including the costs of space at trade/s and costs to design and construct trade sboth®. Advertising costs are expensed as
incurred. In order to continue to grow our businasd awareness of our services, we expect thatilliveomtinue to commit resources to our
sales and marketing efforts. We expect that saldsvearketing expenses will increase in absolutladglbut decrease as a percentage of
revenue over time as our revenue increases.

General and AdministrativeGeneral and administrative expenses consist pitimed wages and benefits for management, human
resources, internal IT support, finance and acdéongrmtersonnel, professional fees, insurance aner aitrporate expenses. We expect that
general and administrative expenses will increasseacontinue to add personnel and enhance ounalt@formation systems in connection
with the growth of our business. In addition, wéicpate that we will incur additional personnepexses, professional service fees, including
auditing, legal and insurance costs, related toatjpg as a public company. We expect that our gereed administrative expenses will
increase in both absolute dollars and as a pememtfrevenue.

Critical Accounting Policies

Our financial statements are prepared in aznwe with accounting principles generally accepigtie United States of America. The
preparation of our financial statements and reldisdlosures requires us to make estimates, aseama@nd judgments that affect the reported
amount of assets, liabilities, revenue, costs apemses, and related disclosures. We base ouragsirand assumptions on historical
experience and other factors that we believe taeehgonable under the circumstances. We evaluatestiorates and assumptions on an ong
basis. Our actual results may differ from thesaredes under different assumptions and conditiGns.most critical accounting policies are
listed below:

. Revenue recognitior
. Income taxes
. Software development cos

. Valuation of long lived and intangible assets, unlthg goodwill; anc
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. Stock-based compensatio

During the three and nine months ended SepmeBl 2009, there were no significant changesiimcdtical accounting policies or
estimates. See Notes 2 and 8 to our condensedlictaied financial statements included elsewhetéis Quarterly Report on Form 10-Q and
in our prospectus filed on June 30, 2009 for add#l information about these critical accountingjgies, as well as a description of our other

significant accounting policies.

Results of Consolidated Operations

The following table sets forth selected coitsdked statements of operations data for eachegpéhiods:

Revenue

Cost of revenu

Gross profil

Operating expense

Research and developmt

Sales and marketir

General and administrati\

Legal settlement

Amortization of acquired intangible
Total operating expens:

Income (loss) from operatiol

Interest and other (income) expense,
Income (loss) before provision for income ta
Provision for income taxe

Net income (loss

Three Months Ended September 3(

Nine Months Ended September 3(

2008

$ 14,38¢
1,57¢
12,81(

3,281
7,86¢
1,58(

82
12,80¢

2

_ 42
44

(35)

$ 9

17

2009 2008
(In thousands)
$ 18,97 $ 35,723
1,91( 4,29;
17,06! 31,43
3,57¢ 8,981
9,05¢ 23,40
2,344 4,84¢
— 60C
82 24¢€
15,06¢ 38,08¢
1,997 (6,65%)
(99) 97
1,89¢ (6,55¢6)
(48) (89)
$ 1,85 $ (6,649

2009

$ 54,17¢
5,50¢
48,66

9,481
26,37¢
5,781

24€
41,89¢
6,76¢
(234
6,53¢
(212)

$ 6,327
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The following table sets forth selected coitgded statements of operations data for eachegbéhiods indicated as a percentage of total
revenue

Three Months Ended September 30, Nine Months Ended September 30,
2008 2009 2008 2009
(In thousands)

Revenue 10C% 10C% 10C% 10C%
Cost of revenur 11 10 12 10
Gross profil _89 90 88 90
Operating expense
Research and developmt 23 19 25 18
Sales and marketir 55 48 66 49
General and administratiy 11 12 14 11
Legal settlement — — 2 —
Amortization of acquired intangible e — = 1
Total operating expens 89 78 107 77
Income (loss) from operatiol — 11 (29 12
Interest and other (income) expense, = ) ) =
Income (loss) before provision for income ta — 10 (18) 12
Provision for income taxe = e @ =
Net income (loss —% 10% (19)% 12%

Three Months Ended September 30, 2009 and 2008

RevenueRevenue for the three months ended September 80,\28s $19.0 million, an increase of $4.6 million32%, over revenue of
$14.4 million for the three months ended Septem30e2008, primarily due to revenue generated frem oustomers. The remaining increase
in revenue was due to incremental subscriptionmeedrom our existing customers.

Cost of Revenu€ost of revenue for the three months ended Septedih009 was $1.9 million, an increase of $0.Bioni, or 21%, over
cost of revenue of $1.6 million for the three manéimded September 30, 2008. As a percentage afueyveost of revenue was 10% for the
three months ended September 30, 2009 versus Ilttefthree months ended September 30, 2008. Tdreak in cost of revenue as a
percentage of revenue was primarily the result oferefficient utilization of our data center andtmmer support organizations. The increase
in absolute dollars resulted primarily from an &&se in both the number of customers using ouriprarservices and the total number of
devices that connected to our services, includmgogs owned by free users, which resulted in amed hosting and customer support costs.
The increase in data center costs was due to thension of our data center facilities as we addgdcity to our hosting infrastructure.
Additionally, $0.1 million of the increase in casftrevenue was due to the increased costs in aioger support organization we incurred,
primarily as a result of hiring new employees tppsart our customer growth.

Research and Development ExpenBesearch and development expenses for the threthsnemded September 30, 2009 were
$3.6 million, an increase of $0.3 million, or 9%eo research and development expenses of $3.2mfbir the three months ended
September 30, 2008. The increase was primarilytalae$0.1 million increase in personnel-relatedssaacluding salary and other
compensation related costs, as we increased thberurhresearch and development personnel to 18g@tember 30, 2009 from 112 at
September 30, 2008. The increase was also dugQdl.anillion increase in consultant costs and 4 $dillion increase in rent-related costs.

Sales and Marketing Expens&ales and marketing expenses for the three monttleddeSeptember 30, 2009 were $9.1 million, an asae
of $1.2 million, or 15%, over sales and marketirgenses of $7.9 million for the three months enslegtember 30, 2008. The increase was
primarily due to a $0.7 million increase in persehrelated and recruiting costs from additional &yees hired to support our growth in sales
and expand our
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marketing efforts. The total number of sales andketing personnel increased to 115 at Septembe2®1 from 89 at September 30, 2008.
The increase was also due to $0.2 million incréasearketing programs costs, a $0.1 million incesimstravel-related costs and a $0.1 million
increase in telephone costs.

General and Administrative Expens€eneral and administrative expenses for the thi@etms ended September 30, 2009 were
$2.3 million, an increase of $0.8 million, or 488er general and administrative expenses of $1llemfor the three months ended
September 30, 2008. The increase was primarilytalae$0.3 million increase in personnel-relatedsas we increased the number of general
and administrative employees to support our ovgralivth. The increase was also due to a $0.2 milliarease in legal costs and a
$0.1 million increase in corporate insurance costs.

Amortization of Acquired IntangibleAmortization of acquired intangibles for the thraenths ended September 30, 2009 and 2008 was
$0.1 million and related to the value of intangibisets acquired in our July 2006 acquisition gl Networking, Inc.

Interest and Other (Income) Expense, Naerest and other (income) expense, net for theetimonths ended September 30, 2009 was an
expense of $99,000, compared to income of $42f@d@he three months ended September 30, 2008chitwege was mainly due to an a
decrease in interest income and an increase ilgfoexchange losses offset by a decrease in intexpsnse associated with a note payable
related to our acquisition of Applied Networkinggl

Income Taxeduring the three months ended September 30, 2002@08, we recorded a deferred tax provision cd@d related to the
different book and tax treatment for goodwill angravision for alternative minimum taxes, foreigmlsstate income taxes totaling $44,000
$30,000, respectively. We recorded a federal inctamerovision for the three months ended Septer8®e2009 and a Federal income tax
benefit for the three months ended September 3B ahich were offset by the change in the valuatibowance. We have also provided a
valuation allowance for our net deferred tax asastwe believe it is not more likely than not thay future benefits from these deferred tax
assets would be realized.

Net Income (LossWe recognized net income of $1.8 million for theedhmonths ended September 30, 2009 compared ilecoete of
$9,500 for the three months ended September 3®. 20 increase in net income was associated hatlincrease in revenues offset by an
increase in operating expenses.

Nine Months Ended September 30, 2009 and 2008

RevenueRevenue for the nine months ended September 30,286 $54.2 million, an increase of $18.4 million52%, over revenue of
$35.7 million for the nine months ended Septemi®e2808, primarily due to increased revenue from oestomers (including $3.0 million of
incremental revenue from Intel). The remaining &&se in revenue was due to incremental subscripignue from our existing customers.

Cost of Revenu€ost of revenue for the nine months ended SepteBher009 was $5.5 million, an increase of $1.2iom| or 28%, over
cost of revenue of $4.3 million for the nine monémsled September 30, 2008. As a percentage ofueyeost of revenue was 10% for the
months ended September 30, 2009 versus 12% fairieenonths ended September 30, 2008. The dedreasst of revenue as a percentage
of revenue was primarily the result of more effitiatilization of our data center and customer supprganizations. The increase in absolute
dollars primarily resulted from an increase in bt number of customers using our premium senadoesthe total number of devices that
connected to our services, including devices ownefitee users, which resulted in increased hostmdjcustomer support costs. Of the
increase in cost of revenue, $0.7 million resuftedh increased data center costs associated vathdhting of our services. The increase in
data center costs was due to the expansion ofataragnter facilities as we added capacity to ostihg infrastructure. Additionally,
$0.5 million of the increase in cost of revenue @as to the increased costs in our customer suppgahization we incurred, primarily as a
result of hiring new employees to support our congogrowth.

Research and Development ExpenBesearch and development expenses for the ninenmentled September 30, 2009 were $9.5 mi
an increase of $0.5 million, or 6%, over researuth @evelopment expenses of $9.0 million for theemmonths ended September 30, 2008. The
increase was primarily due to a $0.1 million
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increase in personnel-related costs, includinggalad other compensation related costs, as weased the number of research and
development personnel to 141 at September 30, 26009112 at September 30, 2008. The increase vsasdale to a $0.1 million increase in
consultant costs, a $0.1 million increase in rastg and a $0.1 million increase in telephone costs

Sales and Marketing Expens&ales and marketing expenses for the nine montiedeBeptember 30, 2009 were $26.4 million, an &sa
of $2.9 million, or 13%, over sales and marketingenses of $23.4 million for the nine months enfedtember 30, 2008. The increase was
primarily due to a $2.0 million increase in persehrelated and recruiting costs from additional &mees hired to support our growth in sales
and expand our marketing efforts. The total nundiesales and marketing personnel increased to L$8@tember 30, 2009 from 89 at
September 30, 2008. The increase was also duBddanillion increase in consultant costs, a $0illan increase in travel related costs and a
$0.2 million increase in telephone costs.

General and Administrative Expens€gneral and administrative expenses for the ninatinscended September 30, 2009 were
$5.8 million, an increase of $0.9 million, or 198%er general and administrative expenses of $4ll®mfor the nine months ended
September 30, 2008. The increase was primarilytalae$0.6 million increase in personnel relatedsas we increased the number of general
and administrative employees to support our ovgralivth. The increase was also due to a $0.2 milliarease in legal costs and a
$0.1 million increase in corporate insurance costs.

Legal Settlement Expenséggal settlement expenses for the nine months eSdptember 30, 2009 were zero, a decrease of $llidhm
or 100%, over legal settlement expenses of $0.komilor the nine months ended September 30, 200Blay 2008, we settled a lawsuit whi
began in 2007 related to an alleged patent infrimgd.

Amortization of Acquired IntangibleAmortization of acquired intangibles for the ninemths ended September 30, 2009 and 2008 was
$0.2 million and related to the value of intangibtesets acquired in our July 2006 acquisition gl Networking, Inc.

Interest and Other (Income) Expense, Meerest and other (income) expense, net for the months ended September 30, 2009 was an
expense of $234,000, compared to income of $97§00@he nine months ended September 30, 2008cfihrge was mainly due to a decrease
in interest income and an increase in foreign exghdosses offset by a decrease in interest expaseeiated with a note payable related to
our acquisition of Applied Networking, Inc.

Income Taxeduring the nine months ended September 30, 2002a08, we recorded a deferred tax provision of axiprately $12,000
related to the different book and tax treatmenigimodwill and a provision for alternative minimuaxés, foreign and state income taxes
totaling $200,000 and $77,000, respectively. Wended a federal income tax provision for the nirenths ended September 30, 2009 and a
Federal income tax benefit for the nine months driskeptember 30, 2008 which were offset by the chamghe valuation allowance. We have
provided a full valuation allowance for our neteleéd tax assets as we believe it is not moreyittedn not that any future benefits from these
deferred tax assets would be realized.

Net Income (LossYVe recognized a net income of $6.3 million for tiige months ended September 30, 2009 comparedédblass of
$6.6 million for the nine months ended Septembe2808. The increase in net income arose pringigedin revenues offset by an increase in
operating expenses.
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Liquidity and Capital Resources

The following table sets forth the major s@srand uses of cash for each of the periods ghtliefow:

Nine Months Ended September 3(

2008 2009
(In thousands)
Net cash provided by operatio $ 6,032 $ 16,43¢
Net cash used in investing activiti (3,039 (2,930
Net cash (used in) provided by financing activi (2,005 84,45
Effect of exchange rate chanc — 13z
Net increase in cas $ 994 $ 98,09:

Since our inception and through SeptembeRB09, we have financed our operations primarilptigh the sale of redeemable convertible
preferred stock, cash flows from operations ana lesser extent proceeds received in connectidnout IPO. At September 30, 2009, our
principal source of liquidity was cash and cashiwjants totaling $121.0 million.

Cash Flows From Operating Activities

Net cash inflows from operating activities idgrthe nine months ended September 30, 2009 wairgyrdue to $6.3 million of net income
for the period, non-cash operating expenses, imgu#i2.3 million for depreciation and amortizatiand $2.1 million for stock compensation,
as well as a $2.0 million increase in current lifibs, a $3.6 million increase in deferred reveasgsociated with the increase in subscription
sales orders and customer growth, a $0.3 millicreiase in other long-term liabilities and a $0.H#iom decrease in accounts receivable. These
were offset by a $0.5 million increase in prepaigenses and other current assets.

Net cash inflows from operating activities idgrthe nine months ended September 30, 2008 eelsfitim a $10.6 million increase in
deferred revenue associated with the increasebiscsiption sales orders and customer growth asasedin increase in current liabilities. These
increases and increases in non-cash operating sepencluding $1.7 million for depreciation andaatization and $2.0 million for stock
compensation, offset a $6.6 million operating limsghe period, a $1.5 million increase in accouerteivable and a $0.8 million increase in
prepaid expenses and other current assets.

Cash Flows From Investing Activities

Net cash used in investing activities durimg mine months ended September 30, 2009 and 2088ted primarily of the purchase of
equipment. Purchases of equipment resulted fronexpansion of our data centers as well as an iserathe number of our employees in
connection with the expansion of our office anéted infrastructure.

Our future capital requirements may vary niatigrfrom those currently planned and will depemmdmany factors, including, but not limit
to, development of new services, market acceptahoar services, the expansion of our sales, supgevelopment and marketing
organizations, the establishment of additionalce$iin the United States and worldwide and theresipa of our data center infrastructure
necessary to support our growth. Since our incapti@ have experienced increases in our expenditmesistent with the growth in our
operations and personnel, and we anticipate thag¢)xqenditures will continue to increase in thaifat We also intend to make investments in
computer equipment and systems and infrastructlaged to existing and new offices as we move aparmd our facilities, add additional
personnel and continue to grow our business. Weetreurrently party to any purchase contractsedl#o future capital expenditures.
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Cash Flows From Financing Activities

Net cash flows provided by financing activstiwere $84.5 million for the nine months ended &aper 30, 2009 and were mainly the result
of net proceeds received related to our IPO andgads received from the issuance of common stook thge exercise of stock options.

Net cash flows used in financing activitiese/82.0 million for the nine months ended Septen3e2008 and were mainly associated with
the final payment of $1.3 million associated withate payable related to our acquisition of Apphtworking, Inc. and the payment of
approximately $0.8 million associated with feesitedl to our IPO offset by proceeds received fromishuance of common stock upon the
exercise of stock options.

On July 7, 2009, we closed our IPO raisingpmeteeds of approximately $83.0 million after detthg underwriting discounts and offering
costs. While we believe that our current cash asth @quivalents will be sufficient to meet our wogkcapital and capital expenditure
requirements for at least the next twelve montlespvay elect to raise additional capital throughghie of additional equity or debt securities
or obtain a credit facility to develop or enhance services, to fund expansion, to respond to coithy@pressures or to acquire complemen
products, businesses or technologies. If we edeltlitional financing may not be available in amaumt on terms that are favorable to us, if at
all. If we raise additional funds through the igsteof equity or convertible debt securities, ousting stockholders could suffer significant
dilution, and any new equity securities we issugld¢tave rights, preferences and privileges supésithose of holders of our common stock.

During the last three years, inflation andraiag prices have not had a material effect onbmsiness and we do not expect that inflation or
changing prices will materially affect our busin@sshe foreseeable future.

Off-Balance Sheet Arrangements

We do not engage in any off-balance sheeniimgy activities, nor do we have any interest ititiexs referred to as variable interest entities.

Contractual Obligations

The following table summarizes our contractlalgations at December 31, 2008 and the effet siligations are expected to have on
liquidity and cash flow in future periods.

Payments Due by Period

Less Than More Than

Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating lease obligatiol $9,005,00! $1,809,00! $4,086,00! $3,039,00! $ 71,00(
Hosting service agreemer $ 547,00( $ 547,00( $ — $ — $ —
Total $9,552,00! $2,356,00! $4,086,00! $3,039,00! $ 71,00(

The commitments under our operating leasewstatove consist primarily of lease payments far\woburn, Massachusetts corporate
headquarters, our international sales and markefiices located in Amsterdam, The Netherlands, &ydhey, Australia and our research and
development offices in Budapest and Szeged, Hungaxy contractual obligations related to our detaters.

Recent Accounting Pronouncements

In October 2009, an update was mad&evenue Recognition — Multiple Deliverable ReveAtrangements. This update removes the
objective-and-reliable-evidence-of-fair-value aiib@ from the separation criteria used to determvhether an arrangement involving multiple
deliverables contains more than one unit of acéngnteplaces references to “fair value” with “gal price” to distinguish from the fair value
measurements required under theafr Value Measurements and Disclosuregiidance, provides a hierarchy that entities mastta estimate
the selling price, eliminates the use of the redidoethod for allocation, and expands the ongoing
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disclosure requirements. This update is effectegitming January 1, 2011 and can be applied prtispscor retrospectively. We are currer
evaluating the effect that adoption of this updailehave on our consolidated financial statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Foreign Currency Exchange RigRur results of operations and cash flows are stubjeftuctuations due to changes in foreign curyenc
exchange rates as a result of the majority of esearch and development expenditures being maaheduo Hungarian research and
development facilities, and in our internationdesaand marketing offices in Amsterdam, The Netdrats and Sydney, Australia. In the nine
months ended September 30, 2009, approximately 18%,and 2% of our operating expenses occurredrimperations in Hungary,
Amsterdam and Sydney, respectively. In the ninethwanded September 30, 2008, approximately 18%d@¥#dof our operating expenses
occurred in our operations in Hungary and Amsterdaspectively. Additionally, a small but increagipercentage of our sales outside the
United States are denominated in local currenciés thus, also subject to fluctuations due to ckang foreign currency exchange rates. To
date, changes in foreign currency exchange rates et had a material impact on our operations,aafudure change of 20% or less in foreign
currency exchange rates would not materially affectoperations. At this time we do not, but maghia future, enter into any foreign currer
hedging programs or instruments that would heddeety offset such foreign currency exchange rate ri

Interest Rate Sensitivitinterest income is sensitive to changes in the géevel of U.S. interest rates. However, basethemature and
current level of our cash and cash equivalentschvare primarily invested in deposits and moneyketsiunds, we believe there is no material
risk of exposure to changes in the fair value af@ash and cash equivalents as a result of chamgeterest rates.

ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedur@sir management, with the participation of our cleiedécutive officer and chief financial
officer, evaluated the effectiveness of our disgtescontrols and procedures as of September 3@, 2Z0@ term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and1B§d)} under the Exchange Act, means controls amer grocedures of a company that are
designed to ensure that information required tdibelosed by a company in the reports that it filesubmits under the Exchange Act is
recorded, processed, summarized and reported nwithitime periods specified in the SEC'’s rules famohs. Disclosure controls and
procedures include, without limitation, controlsigsirocedures designed to ensure that informatiguired to be disclosed by a company in the
reports that it files or submits under the Exchafgeis accumulated and communicated to the compangnagement, including its principal
executive and principal financial officers, as agpiate to allow timely decisions regarding reqdidésclosure. Management recognizes that
any controls and procedures, no matter how weldesl and operated, can provide only reasonableasse of achieving their objectives and
management necessarily applies its judgment iruatialy the cost-benefit relationship of possibletomls and procedures. Based on the
evaluation of our disclosure controls and proceslaeof September 30, 2009, our chief executivieasfind chief financial officer concluded
that, as of such date, our disclosure controlspaiadedures were effective at the reasonable asseitavel.

Changes in Internal Control®o changes in our internal control over financegarting (as defined in Rules 13a-15(f) and 15d)15{der
the Exchange Act) occurred during the quarter er@gatember 30, 2009 that have materially affecedre reasonably likely to materially
affect, our internal control over financial repaogi

PART Il. OTHER INFORMATION
Item 1. Legal Proceedings

On June 3, 2009, we learned that PB&J Softwdr€, or PB&J, had filed a complaint on June 202@hat named us and four other
companies as defendants in a lawsuit in the U.&ribi Court for the District of Minnesota. We raa service of the complaint on July 20,
2009. The complaint alleges that we have infringe8. Patent No. 7,310,736, which allegedly is owbgdB&J and has alleged claims
directed to a particular application or systemtfansferring or storing back-up copies of filesnfrone computer to a second computer. The
complaint seeks damages in an unspecified amouhingmctive relief. We believe we have meritorialefenses to the claim and intend to
defend the lawsuit vigorously.

We are from time to time subject to variousentiegal proceedings and claims, either assertedasserted, which arise in the ordinary
course of business. While the outcome of theser athéns cannot be predicted with
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certainty, management does not believe that theome of any of these other legal matters will haweaterial adverse effect on our
consolidated financial statements.

Iltem 1A. Risk Factors

Our business is subject to numerous risks. We @aytu that the following important factors, amaibers, could cause our actual results to
differ materially from those expressed in forwaod#ing statements made by us or on our behalfingé with the SEC, press releases,
communications with investors and oral statemehy. or all of our forward-looking statements ingl@uarterly Report on Form 10-Q and in
any other public statements we make may turn ooétarong. They can be affected by inaccurate agsans we might make or by known or
unknown risks and uncertainties. Many factors noerd in the discussion below will be important @edmining future results. Consequently,
no forward-looking statement can be guaranteedud@duture results may differ materially from thasticipated in forward-looking
statements. We undertake no obligation to updayef@mvard-looking statements, whether as a restiteav information, future events or
otherwise. You are advised, however, to consulffarfier disclosure we make in our reports filedhathe SEC.

RISKS RELATED TO OUR BUSINESS AND INDUSTRY
We have had a history of losses.

We experienced net losses of $6.7 million2@06, $9.1 million for 2007, and $5.4 million fo@@B. In the quarter ended September 30,
2008, we achieved profitability and reported nebime for the first time. We cannot predict if wel\wustain this profitability or, if we falil to
sustain this profitability, again attain profitabjlin the near future or at all. We expect to ¢om¢ making significant future expenditures to
develop and expand our business. In addition, asres@ow a public company, we will incur additiosggnificant legal, accounting and other
expenses that we did not incur as a private compeimgse increased expenditures make it hardersfto achieve and maintain future
profitability. Our recent growth in revenue andtaumser base may not be sustainable, and we maycha\ee sufficient revenue to achieve or
maintain profitability. We may incur significantdses in the future for a number of reasons, inofydue to the other risks described herein,
and we may encounter unforeseen expenses, difisuttomplications and delays and other unknowmntsvéccordingly, we may not be able
to achieve or maintain profitability, and we magun significant losses for the foreseeable future.

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

Our company has been in existence since 20@Bmuch of our growth has occurred in recent deri®ur limited operating history may
make it difficult for you to evaluate our currentdiness and our future prospects. We have enceaahéerd will continue to encounter risks and
difficulties frequently experienced by growing coamges in rapidly changing industries, includingregsing expenses as we continue to grow
our business. If we do not manage these risks ssftdly, our business will be harmed.

Our business is substantially dependent on markeirdind for, and acceptance of, the on-demand modeltiie use of software.

We derive, and expect to continue to deriubstantially all of our revenue from the sale ofd@mand solutions, a relatively new and
rapidly changing market. As a result, widespreazeptance and use of the on-demand business mattéldal to our future growth and
success. Under the perpetual or periodic licensgeffor software procurement, users of the softvgpeally run applications on their
hardware. Because companies are generally pre@idposnaintaining control of their IT systems anfilastructure, there may be resistance to
the concept of accessing the functionality thatveafe provides as a service through a third p#rthe market for on-demand software
solutions fails to grow or grows more slowly thae wurrently anticipate, demand for our servicedctbe negatively affected.

Growth of our business may be adversely affectebluginesses, IT support providers or consumers dbadopt remote access or remote
support solutions more widel
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Our services employ new and emerging techreoigpr remote access and remote support. Ourtteugéomers may hesitate to accept the
risks inherent in applying and relying on new teabgies or methodologies to supplant traditionathds of remote connectivity. Our
business will not be successful if our target corgtis do not accept the use of our remote accessearate support technologies.

Adverse economic conditions or reduced IT spendimgy adversely impact our revenu

Our business depends on the overall demanid fand on the economic health of our current amdpective customers. The use of our
service is often discretionary and may involve emgatment of capital and other resources. Weak emdnioonditions, or a reduction in IT
spending even if economic conditions improve, wdiklely adversely impact our business, operatirgyits and financial condition in a num
of ways, including by lengthening sales cycles,dang prices for our services and reducing sales.

Failure to renew or early termination of our servicand marketing agreement with Intel would advers@hpact our revenues.

In December 2007, we entered into a servicknaarketing agreement with Intel Corporation toilyi develop and market a service that
delivers connectivity to computers built with Inteimponents. Under the terms of this four-year ement, we are adapting our service
delivery platform, Gravity, to work with specifie¢hnology delivered with Intel hardware and sofevaroducts. If we are unable to renew our
agreement with Intel after the initial four-yeamteon commercially reasonable terms, or at all,revenue would decrease. In addition, the
agreement grants Intel early termination rightsertain circumstances, such as a failure of thégsaio exceed certain minimum revenue le
after the second and third years of the agreenfdntel exercises any of its early terminationhig, even after Inted’payment of required ea
termination fees, our revenues would decrease.

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

There is frequent litigation in the softwareldechnology industries based on allegationsfohigement or other violations of intellectual
property rights. As we face increasing competitio become increasingly visible as a publicly-tcadempany, the possibility of intellectual
property rights claims against us may grow. Du0§7 and 2008, we were a defendant in three patiimtgement lawsuits and paid
approximately $2.8 million to settle these lawsuditsaddition, on July 20, 2009 we received serdgta complaint from PB&J Software, LLC,
alleging that we have infringed on one of theirepds relating to a particular application or systentransferring or storing back-up copies of
files from one computer to a second computer. Wigebelieve we have meritorious defenses to thisn;lwe could be required to spend
significant resources investigating and defendinig ¢laim. In addition, any adverse determinatioseaitiement of this claim could prevent us
from offering a portion of our services or requireto pay damages or license fees.

In addition, although we have licensed prdprietechnology, we cannot be certain that the ogingghts in such technology will not be
challenged, invalidated or circumvented. Furtheemarany of our service agreements require us nimify our customers for certain third-
party intellectual property infringement claims,ialhcould increase our costs as a result of defgnslich claims and may require that we pay
damages if there were an adverse ruling relateshyosuch claims. These types of claims could harmredationships with our customers, may
deter future customers from subscribing to ourisesvor could expose us to litigation for theséneta Even if we are not a party to any
litigation between a customer and a third partyadwerse outcome in any such litigation could makaore difficult for us to defend our
intellectual property in any subsequent litigatinnwhich we are a named party.

Any intellectual property rights claim againstor our customers, with or without merit, cobédtime-consuming, expensive to litigate or
settle and could divert management attention arahfiial resources. An adverse determination alatwiqoevent us from offering our servici
require us to pay damages, require us to obtdaeade or require that we stop using technologynddio be in violation of a third party’s rights
or procure or develop substitute services thatatarniringe, which could require significant resoes and expenses.
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We depend on search engines to attract a significparcentage of our customers, and if those seaeciyines change their listings or
increase their pricing, it would limit our abilityto attract new customers.

Many of our customers locate our website thlosearch engines, such as Google. Search engpieslly provide two types of search
results, algorithmic and purchased listings, andetgon both types. Algorithmic listings cannot fnerchased and are determined and
displayed solely by a set of formulas designedigysearch engine. Search engines revise theirthlgsrfrom time to time in an attempt to
optimize search result listings. If the search eegion which we rely for algorithmic listings madtheir algorithms in a manner that reduces
the prominence of our listing, fewer potential cumsérs may click through to our website, requirisga resort to other costly resources to
replace this traffic. Any failure to replace thiaffic could reduce our revenue and increase osiiscén addition, costs for purchased listings
have increased in the past and may increase ifutine, and further increases could have negaffeets on our financial condition.

If we are unable to attract new customers to ounsees on a co:-effective basis, our revenue and results of op@as will be adversely
affected.

We must continue to attract a large numbearustomers on a cost-effective basis, many of whawe mot previously used on-demand,
remote-connectivity solutions. We rely on a varietynarketing methods to attract new customersutcservices, such as paying providers of
online services and search engines for advertigiage and priority placement of our website inoasp to Internet searches. Our ability to
attract new customers also depends on the conveeiiss of the pricing of our services. If our catmaarketing initiatives are not successf
become unavailable, if the cost of such initiativese to significantly increase, or if our compatst offer similar services at lower prices, we
may not be able to attract new customers on aafésttive basis and, as a result, our revenue esults of operations would be adversely
affected.

If we are unable to retain our existing customei®r revenue and results of operations would be aedy affected

We sell our services pursuant to agreemeatsafe generally one year in duration. Our custarhaxe no obligation to renew their
subscriptions after their subscription period egpirand these subscriptions may not be reneweldessaine or on more profitable terms. As a
result, our ability to grow depends in part on suipgion renewals. We may not be able to accurgiedylict future trends in customer renew
and our customers’ renewal rates may decline otidhte because of several factors, including #etisfaction or dissatisfaction with our
services, the prices of our services, the priceseofices offered by our competitors or reductionsur customers’ spending levels. If our
customers do not renew their subscriptions forsauvices, renew on less favorable terms, or dpuathase additional functionality or
subscriptions, our revenue may grow more slowly tegpected or decline, and our profitability andsgrmargins may be harmed.

If we fail to convert our free users to paying cashers, our revenue and financial results will be tmaed.

A significant portion of our user base utibzsur services free of charge through our freeises\wor free trials of our premium services. We
seek to convert these free and trial users to gasgiistomers of our premium services. If our rateasfversion suffers for any reason, our
revenue may decline and our business may suffer.

We use a limited number of data centers to deliver services. Any disruption of service at theseiféies could harm our business.

We host our services and serve all of ourarusts from three third-party data center facilitiefswhich two are located in the United States
and one is located in Europe. We do not controbieration of these facilities. The owners of catadcenter facilities have no obligation to
renew their agreements with us on commerciallyaeable terms, or at all. If we are unable to retiesse agreements on commercially
reasonable terms, we may be required to transfeewodata center facilities, and we may incur gigaint costs and possible service
interruption in connection with doing so.

Any changes in third-party service levels at data centers or any errors, defects, disruptiormher performance problems with our
services could harm our reputation and may damageustomers’ businesses.
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Interruptions in our services might reduce our nexseg cause us to issue credits to customers, sulgje¢o potential liability, cause customers to
terminate their subscriptions or harm our renewtds.

Our data centers are vulnerable to damagetemruption from human error, intentional bad aptsydemics, earthquakes, hurricanes, floods,
fires, war, terrorist attacks, power losses, haréwailures, systems failures, telecommunicati@ilsifes and similar events. At least one of our
data facilities is located in an area known fossg¢ activity, increasing our susceptibility to ttigk that an earthquake could significantly h
the operations of these facilities. The occurresfce natural disaster or an act of terrorism, véisdeor other misconduct, a decision to close
the facilities without adequate notice or otherntigdpated problems could result in lengthy int@tians in our services.

If the security of our custome’ confidential information stored in our systems l&reached or otherwise subjected to unauthorizedess,
our reputation may be harmed, and we may be expdsdébility and a loss of customers.

Our system stores our customers’ confidemiarmation, including credit card information aather critical data. Any accidental or willful
security breaches or other unauthorized access explose us to liability for the loss of such imfiation, time-consuming and expensive
litigation and other possible liabilities as wedl megative publicity. Techniques used to obtairutmarized access or to sabotage systems
change frequently and generally are difficult toagnize and react to. We and our third-party datder facilities may be unable to anticipate
these techniques or to implement adequate prewentatreactionary measures. In addition, manyestaave enacted laws requiring compa
to notify individuals of data security breachesdlwng their personal data. These mandatory disckxssregarding a security breach often lead
to widespread negative publicity, which may causeaustomers to lose confidence in the effectiverdour data security measures. Any
security breach, whether successful or not, woaltnhour reputation, and it could cause the lossusfomers.

Failure to comply with data protection standards snaause us to lose the ability to offer our custame credit card payment option which
would increase our costs of processing customerassdand make our services less attractive to oustomers, the majority of which
purchase our services with a credit cal

Major credit card issuers have adopted daiteption standards and have incorporated thesda@sminto their contracts with us. If we fail
to maintain our compliance with the data protecod documentation standards adopted by the mgditcard issuers and applicable to us,
these issuers could terminate their agreementsusithnd we could lose our ability to offer ourtomsers a credit card payment option. Mos
our individual and SMB customers purchase our ses/online with a credit card, and our busines&xddp substantially upon our ability to
offer the credit card payment option. Any loss of ability to offer our customers a credit card @&yt option would make our services less
attractive to them and hurt our business. Our ahtnative costs related to customer payment praegsgould also increase significantly if we
were not able to accept credit card payments foservices.

Failure to effectively and efficiently service SMBgould adversely affect our ability to increase otavenue.

We market and sell a significant amount of envices to SMBs. SMBs are challenging to reactuiae and retain in a cost-effective
manner. To grow our revenue quickly, we must add oestomers, sell additional services to existingtamers and encourage existing
customers to renew their subscriptions. Sellingta retaining SMBs is more difficult than sellitgand retaining large enterprise customers
because SMB customers generally:

. have high failure rate:

. are price sensitive

. are difficult to reach with targeted sales campsij

. have high churn rates in part because of the sfdleir businesses and the ease of switchingsyanc

. generate less revenues per customer and per ttiams:
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In addition, SMBs frequently have limited betiyand may choose to spend funds on items otherdibr services. Moreover, SMBs are
more likely to be significantly affected by econamdiownturns than larger, more established compaaiekif these organizations experience
economic hardship, they may be unwilling or undablexpend resources on IT.

If we are unable to market and sell our sewim SMBs with competitive pricing and in a cofeetive manner, our ability to grow our
revenue quickly and become profitable will be hatme

We may not be able to respond to rapid technologateanges with new services, which could have a enitl adverse effect on our sales a
profitability.

The on-demand, remote-connectivity solutiorskat is characterized by rapid technological cleafgquent new service introductions and
evolving industry standards. Our ability to attraetv customers and increase revenue from existiagpmers will depend in large part on our
ability to enhance and improve our existing sersjdetroduce new services and sell into new markeisachieve market acceptance for our
services, we must effectively anticipate and offenvices that meet changing customer demandsnmedytmanner. Customers may require
features and capabilities that our current serviltesot have. If we fail to develop services tratssy customer preferences in a timely and
cost-effective manner, our ability to renew ouwgas with existing customers and our ability teate or increase demand for our services will
be harmed.

We may experience difficulties with softwamvdlopment, industry standards, design or marketiagcould delay or prevent our
development, introduction or implementation of reawices and enhancements. The introduction ofseevices by competitors, the
emergence of new industry standards or the devedapof entirely new technologies to replace existiarvice offerings could render our
existing or future services obsolete. If our seggibecome obsolete due to wide-spread adoptiolteohative connectivity technologies such as
other Web-based computing solutions, our abilitgéoerate revenue may be impaired. In addition,nemy markets into which we attempt to
sell our services, including new countries or ragianay not be receptive.

If we are unable to successfully develop quae new services, enhance our existing servicesiticipate and meet customer preferenc
sell our services into new markets, our revenuerasdlts of operations would be adversely affected.

The market in which we participate is competitiwgith low barriers to entry, and if we do not compegffectively, our operating results may
be harmed.

The markets for remote-connectivity solutians competitive and rapidly changing, with reldMew barriers to entry. With the
introduction of new technologies and market ensrane expect competition to intensify in the futureaddition, pricing pressures and
increased competition generally could result irucedl sales, reduced margins or the failure of ewices to achieve or maintain widespread
market acceptance. Often we compete against gxisérvices that our potential customers have ajyreate significant expenditures to
acquire and implement.

Certain of our competitors offer, or may ie fluture offer, lower priced, or free, productsservices that compete with our solutions. This
competition may result in reduced prices and atanitial loss of customers for our solutions ord@uiion in our revenue.

We compete with Citrix Systems, WebEx (a divisof Cisco Systems) and others. Certain of olutems, including our free remote access
service, also compete with current or potentiatises offered by Microsoft and Apple. Many of oatual and potential competitors enjoy
competitive advantages over us, such as greatee naeognition, longer operating histories, moraedhservices and larger marketing budgets,
as well as greater financial, technical and otesources. In addition, many of our competitors hestablished marketing relationships and
access to larger customer bases, and have majdbudtimn agreements with consultants, system natiegs and resellers. If we are not able to
compete effectively, our operating results willlhsmed.
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Industry consolidation may result in increased cometjion.

Some of our competitors have made or may raakeisitions or may enter into partnerships or iogti@tegic relationships to offer a more
comprehensive service than they individually hddref. In addition, new entrants not currently ¢desed to be competitors may enter the
market through acquisitions, partnerships or sgiateelationships. We expect these trends to coatas companies attempt to strengthen or
maintain their market positions. Many of the comipardriving this trend have significantly greatierahcial, technical and other resources than
we do and may be better positioned to acquire #ied complementary services and technologies. Tmepanies resulting from such
combinations may create more compelling servicerwfis and may offer greater pricing flexibilityatihwe can or may engage in business
practices that make it more difficult for us to quete effectively, including on the basis of prisales and marketing programs, technology or
service functionality. These pressures could reswdtsubstantial loss of customers or a redudtiaur revenues.

Original equipment manufacturers may adopt solutieprovided by our competitors.

Original equipment manufacturers may in therfei seek to build the capability for on-demandyage-connectivity solutions into their
products. We may compete with our competitors Hoose services to, or partner with, these manufests. Our ability to attract and partner
with these manufacturers will, in large part, depen the competitiveness of our services. If wetéaattract or partner with, or our competit
are successful in attracting or partnering witkesthmanufacturers, our revenue and results of tiesavould be affected adversely.

Our quarterly operating results may fluctuate in ¢hfuture. As a result, we may fail to meet or exddke expectations of research analyst:
investors, which could cause our stock price to litee.

Our quarterly operating results may fluctuzdea result of a variety of factors, many of whact outside of our control. If our quarterly
operating results or guidance fall below the exgigmts of research analysts or investors, the mficeir common stock could decline
substantially. Fluctuations in our quarterly opergtesults or guidance may be due to a numbeacibfs, including, but not limited to, those
listed below:

. our ability to renew existing customers, increaaesto existing customers and attract new custsi

. the amount and timing of operating costs and chpiaenditures related to the operation, mainteaamzl expansion of our busine
. service outages or security breact

. whether we meet the service level commitments magueements with our custome

. changes in our pricing policies or those of our petitors;

. the timing and success of new application and serwtroductions and upgrades by us or our congrst

. changes in sales compensation plans or organizdttmncture

. the timing of costs related to the developmentoguésition of technologies, services or busines

. seasonal variations or other cyclicality in the deahfor our service:

. general economic, industry and market conditiortsthnse conditions specific to Internet usage arthe businesse:
. the purchasing and budgeting cycles of our custer

. the financial condition of our customers; ¢
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. geopolitical events such as war, threat of waeowotist acts

We believe that our quarterly revenue and atpgy results may vary significantly in the futed that period-to-period comparisons of our
operating results may not be meaningful. You shaowaldrely on the results of one quarter as an atabo of future performance.

If our services are used to commit fraud or otheémslar intentional or illegal acts, we may incur gnificant liabilities, our services may b
perceived as not secure and customers may curtagtop using our service:

Our services enable direct remote accessribplarty computer systems. We do not control tbe ar content of information accessed by
our customers through our services. If our servasesused to commit fraud or other bad or illegé$ asuch as posting, distributing or
transmitting any software or other computer filegttcontain a virus or other harmful componengriietring or disrupting third-party networks,
infringing any third partys copyright, patent, trademark, trade secret agrgthoprietary rights or rights of publicity or paicy, transmitting an
unlawful, harassing, libelous, abusive, threateniudgar or otherwise objectionable material, aresmsing unauthorized third-party data, we
may become subject to claims for defamation, neglig, intellectual property infringement or othextiars. As a result, defending such claims
could be expensive and time-consuming, and we dagld significant liability to our customers araindividuals or businesses who were the
targets of such acts. As a result, our businesssufigr and our reputation will be damaged.

We provide minimum service level commitments to sawhour customers, our failure of which to meetwdd cause us to issue credits for
future services or pay penalties, which could sificantly harm our revenue

Some of our customer agreements now, and meeifuture, provide minimum service level comngtits regarding items such as uptime,
functionality or performance. If we are unable teghthe stated service level commitments for tlhestomers or suffer extended periods of
unavailability for our service, we are or may batcactually obligated to provide these custometb wiedits for future services or pay other
penalties. Our revenue could be significantly imipddf we are unable to meet our service level citments and are required to provide a
significant amount of our services at no cost or er penalties. We do not currently have angmess on our balance sheet for these
commitments.

We have experienced rapid growth in recent periodisve fail to manage our growth effectively, we mmae unable to execute our business
plan, maintain high levels of service or addresswgetitive challenges adequate

We increased our number of full-time employlgem 209 at December 31, 2007, to 287 at Decer®@bg?008 and to 334 at September 30,
2009, and our revenue increased from $27.0 milha2007, to $51.7 million in 2008 and to $54.2 ioifl for the nine months ended
September 30, 2009. Our growth has placed, andomatynue to place, a significant strain on our nggmial, administrative, operational,
financial and other resources. We intend to furthgrand our overall business, customer base, heatland operations both domestically and
internationally. Creating a global organization ana@haging a geographically dispersed workforce iijuire substantial management effort
and significant additional investment in our infrasture. We will be required to continue to impecaur operational, financial and
management controls and our reporting procedurésvammay not be able to do so effectively. As suehmay be unable to manage our
expenses effectively in the future, which may nieg#t impact our gross profit or operating expeniseany particular quarter.

If we do not effectively expand and train our wof&rce, our future operating results will suffei

We plan to continue to expand our work foroéhldomestically and internationally to increase austomer base and revenue. We believe
that there is significant competition for qualifipdrsonnel with the skills and technical knowletiyg we require. Our ability to achieve
significant revenue growth will depend, in largetpan our success in recruiting, training andireta sufficient numbers of personnel to
support our growth. New hires require significaatrting and, in most cases, take significant tiretote they achieve full productivity. Our
recent hires and planned hires may not becomecaligtive as we expect, and we may be unable toohiretain sufficient numbers of
qualified individuals. If our recruiting, trainirand retention efforts are not successful or dogeoerate a corresponding increase in revenue,
our business will be harmed.
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Our sales cycles for enterprise customers, currgrgpproximately 10% of our overall sales, can badp unpredictable and require
considerable time and expense, which may causeapegrating results to fluctuate.

The timing of our revenue from sales to eniegocustomers is difficult to predict. These efaequire us to educate our customers about
the use and benefit of our services, includingtohnical capabilities and potential cost savimmgart organization. Enterprise customers
typically undertake a significant evaluation prac#sat has in the past resulted in a lengthy salele, typically several months. We spend
substantial time, effort and money on our enteepsizles efforts without any assurance that ourtsffeill produce any sales. In addition,
service subscriptions are frequently subject togetidonstraints and unplanned administrative, msing and other delays. If sales expected
from a specific customer for a particular quarter ot realized in that quarter or at all, our tesscould fall short of public expectations and
business, operating results and financial conditimmd be adversely affected.

Our long-term success depends, in part, on our @pito expand the sales of our services to custosrlecated outside of the United States,
and thus our business is susceptible to risks agsted with international sales and operations.

We currently maintain offices and have salsannel or independent consultants outside ofltiieed States and are attempting to expand
our international operations. In November 2007 opened our Europe, Middle East and Africa salesmaarketing headquarters in
Amsterdam, The Netherlands and in January 200®pgeed our Asia-Pacific sales and marketing heatiergan Sydney, Australia. Our
international expansion efforts may not be succdskf addition, conducting international operas@ubjects us to new risks that we have not
generally faced in the United States.

These risks include:

. localization of our services, including translatiato foreign languages and adaptation for locatpces and regulatory requiremer
. lack of familiarity with and unexpected changes$adreign regulatory requirement

. longer accounts receivable payment cycles anctdlffes in collecting accounts receivak

. difficulties in managing and staffing internatiorgderations

. fluctuations in currency exchange rat

. potentially adverse tax consequences, includiegcbmplexities of foreign value added or otherdgstems and restrictions on the
repatriation of earning:

. dependence on certain third parties, including nebpartners with whom we do not have extensiveeggpce,;

. the burdens of complying with a wide variety ofdign laws and legal standari

. increased financial accounting and reporting busder complexities

. political, social and economic instability abro&etrorist attacks and security concerns in genera

. reduced or varied protection for intellectual pnapeights in some countrie

Operating in international markets also reggigignificant management attention and finaneisburces. The investment and additional

resources required to establish operations and geagr@wth in other countries may not produce dddeeels of revenue or profitability.
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Our success depends on our customers’ continuechhépeed access to the Internet and the continudahglity of the Internet
infrastructure.

Because our services are designed to worktbeeinternet, our revenue growth depends on ostioauers’ highspeed access to the Interr
as well as the continued maintenance and developofigine Internet infrastructure. The future defiwef our services will depend on third-
party Internet service providers to expand highespaternet access, to maintain a reliable netwaetlk the necessary speed, data capacity and
security, and to develop complementary productssandices, including high-speed modems, for praxgdeliable and timely Internet access
and services. The success of our business depardtydon the continued accessibility, maintenaand improvement of the Internet as a
convenient means of customer interaction, as veediraefficient medium for the delivery and disttibo of information by businesses to their
employees. All of these factors are out of our cant

To the extent that the Internet continuesqueeience increased numbers of users, frequenageobr bandwidth requirements, the Internet
may become congested and be unable to supporetharis placed on it, and its performance or rdiigionay decline. Any future Internet
outages or delays could adversely affect our ghilitprovide services to our customers.

Our success depends in large part on our abilityptwtect and enforce our intellectual property righ

We rely on a combination of copyright, servicark, trademark and trade secret laws, as welbaBidentiality procedures and contractual
restrictions, to establish and protect our proprietights, all of which provide only limited prat@on. In addition, we have one issued patent
and three patents pending, and we are in the paddging additional patents. We cannot assure @t any patents will issue from our
currently pending patent applications in a manhat gives us the protection that we seek, if atoalthat any future patents issued to us will
be challenged, invalidated or circumvented. Anyeptd that may issue in the future from pendinguture patent applications may not provide
sufficiently broad protection or they may not prdaebe enforceable in actions against allegedrigéis. Also, we cannot assure you that any
future service mark or trademark registrations balissued for pending or future applications at iny registered service marks or traderr
will be enforceable or provide adequate protectibaur proprietary rights.

We endeavor to enter into agreements witheayployees and contractors and agreements witlepavith whom we do business to limit
access to and disclosure of our proprietary inftiona The steps we have taken, however, may neeptaunauthorized use or the reverse
engineering of our technology. Moreover, others mnagpendently develop technologies that are coithgeto ours or infringe our intellectu
property. Enforcement of our intellectual propeaights also depends on our successful legal acigamst these infringers, but these actions
may not be successful, even when our rights hage beringed.

Furthermore, effective patent, trademark, isermark, copyright and trade secret protection matybe available in every country in which
our services are available. In addition, the leggahdards relating to the validity, enforceabiéityd scope of protection of intellectual property
rights in Internet-related industries are uncergaid still evolving.

Our use of “open source” software could negativelifect our ability to sell our services and subject to possible litigation.

A portion of the technologies licensed by usorporate so-called “open source” software, andnag incorporate open source software in
the future. Such open source software is geneliatinsed by its authors or other third parties urggeen source licenses. If we fail to comply
with these licenses, we may be subject to certalitions, including requirements that we offer earvices that incorporate the open source
software for no cost, that we make available sooooke for modifications or derivative works we ¢eebased upon, incorporating or using the
open source software and/or that we license sudifitations or derivative works under the termshad particular open source license. If an
author or other third party that distributes supkrmsource software were to allege that we hademoplied with the conditions of one or more
of these licenses, we could be required to inagmicant legal expenses defending against suegations and could be subject to significant
damages, enjoined from the sale of our servicastir#ained the open source software and requiredrply with the foregoing conditions,
which could disrupt the distribution and sale aihgoof our services.
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We rely on thirdparty software, including server software and licgss from third parties to use patented intellectyabperty that is require
for the development of our services, which may lifficllt to obtain or which could cause errors oiflures of our services

We rely on software licensed from third pagtie offer our services, including server softwizoen Microsoft and patented third-party
technology. In addition, we may need to obtain feiticenses from third parties to use intellecpralperty associated with the development of
our services, which might not be available to usocceptable terms, or at all. Any loss of the rightise any software required for the
development and maintenance of our services cegldltrin delays in the provision of our servicesiligguivalent technology is either
developed by us, or, if available, is identifiebtained and integrated, which could harm our bissinAny errors or defects in third-party
software could result in errors or a failure of garvices which could harm our business.

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

We may need to raise additional funds, andnag not be able to obtain additional debt or edfiitsgncing on favorable terms, if at all. If
raise additional equity financing, our stockholderay experience significant dilution of their owsieip interests, and the per share value o
common stock could decline. If we engage in detarfting, we may be required to accept terms tisaticeour ability to incur additional
indebtedness and force us to maintain specifieddity or other ratios. If we need additional cap&nd cannot raise it on acceptable terms, we
may not be able to, among other things:

. develop or enhance our servic

. continue to expand our development, sales and rilagkerganizations

. acquire complementary technologies, products oinksses

. expand our operations, in the United States orriatenally;

. hire, train and retain employees;

. respond to competitive pressures or unanticipatadkivwg capital requirement

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

Ensuring that we have adequate internal firduand accounting controls and procedures in péacthat we can produce accurate financial
statements on a timely basis is a costly and tioreseming effort that needs to be evaluated fredye@ur internal controls over financial
reporting is a process designed to provide reasersurance regarding the reliability of financegorting and the preparation of financial
statements in accordance with generally accepteauating principles in the United States of Americaconnection with our initial public
offering, we began the process of documentingeseiwig and improving our internal controls over fioal reporting for compliance with
Section 404 of the Sarbanes-Oxley Act of 2002herSarbanes-Oxley Act, which will require an anmaahagement assessment of the
effectiveness of our internal controls over finahceporting and a report from our independentstegéd public accounting firm addressing the
effectiveness of our internal controls over finahceporting. Both we and our independent regist@reblic accounting firm will be attesting to
the effectiveness of our internal controls oveafioial reporting in connection with our Annual Regm Form 10-K with the Securities and
Exchange Commission for the year ending Decembe2@®10. As part of our process of documenting &stirtg our internal control over
financial reporting, we may identify areas for figt attention and improvement. We have begun réoguadditional finance and accounting
personnel with skill sets that we will need as blijgicompany.
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Implementing any appropriate changes to aariral controls may distract our officers and emjps, entail substantial costs to modify our
existing processes and take significant time toglete. These changes may not, however, be effeictivaintaining the adequacy of our
internal controls, and any failure to maintain thdequacy, or consequent inability to produce ateuinancial statements on a timely basis,
could increase our operating costs and harm ounéss In addition, investors’ perceptions thatiaternal controls are inadequate or that we
are unable to produce accurate financial statenmenéstimely basis may harm our stock price andenikore difficult for us to effectively
market and sell our services to new and existirggazuers.

Material defects or errors in the software we usedeliver our services could harm our reputatioresult in significant costs to us and impi
our ability to sell our services.

The software applications underlying our segsiare inherently complex and may contain matdegdcts or errors, particularly when first
introduced or when new versions or enhancementebrased. We have from time to time found defaectaur services, and new errors in our
existing services may be detected in the future. defects that cause interruptions to the avaitgtoif our services could result in:

. a reduction in sales or delay in market acceptahoer services

. sales credits or refunds to our custom

. loss of existing customers and difficulty in attiag new customer:
. diversion of development resourc

. harm to our reputation; ar

. increased insurance cos

After the release of our services, defectsroors may also be identified from time to timeday internal team and by our customers. The
costs incurred in correcting any material defectsroors in our services may be substantial andtddearm our operating results.

Government regulation of the Internet and e-commerand of the international exchange of certain tautlogies is subject to possible
unfavorable changes, and our failure to comply wigetpplicable regulations could harm our business aoperating results.

As Internet commerce continues to evolve, dasing regulation by federal, state or foreign gowents becomes more likely. For example,
we believe increased regulation is likely in theaaof data privacy, and laws and regulations apgl{o the solicitation, collection, processing
or use of personal or consumer information couldcafour customers’ ability to use and share dadgentially reducing demand for our
products and services. In addition, taxation ofijpids and services provided over the Internetlmeratharges imposed by government agel
or by private organizations for accessing the hm#eémay also be imposed. Any regulation imposireatgr fees for Internet use or restricting
the exchange of information over the Internet caogkllt in reduced growth or a decline in the us® Internet and could diminish the
viability of our Internet-based services, which kcbbarm our business and operating results.

Our software products contain encryption tetbgies, certain types of which are subject to @&l foreign export control regulations and,
in some foreign countries, restrictions on impaotagnd/or use. We have submitted our current gnicny products for technical review under
U.S. export regulations and have received the sacgspprovals. Any failure on our part to compiyhvencryption or other applicable export
control requirements could result in financial géea or other sanctions under the U.S. exportleggns, which could harm our business and
operating results. Foreign regulatory restrictioosld impair our access to technologies that wi ggeimproving our products and services
and may also limit or reduce the demand for oudpets and services outside of the United States.
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Our operating results may be harmed if we are regd to collect sales or other related taxes for mubscription services in jurisdictions
where we have not historically done so.

Primarily due to the nature of our servicesentain states and countries, we do not believareeequired to collect sales or other related
taxes from our customers in certain states or cmmtHowever, one or more other states or couminay seek to impose sales or other tax
collection obligations on us, including for pasesaby us or our resellers and other partners.c&essful assertion that we should be collecting
sales or other related taxes on our services aesldt in substantial tax liabilities for past saldiscourage customers from purchasing our
services or otherwise harm our business and opgregsults.

We may expand by acquiring or investing in othermgpanies, which may divert our management’s attentioesult in additional dilution to
our stockholders and consume resources that areggsary to sustain our business.

Although we have no ongoing negotiations arent agreements or commitments for any acquistionr business strategy may include
acquiring complementary services, technologiesusirtesses. We also may enter into relationshigds etiter businesses to expand our
portfolio of services or our ability to provide oservices in foreign jurisdictions, which could atwe preferred or exclusive licenses, additional
channels of distribution, discount pricing or intreents in other companies. Negotiating these tdimses can be time-consuming, difficult and
expensive, and our ability to close these transastimay often be subject to conditions or approtfelsare beyond our control. Consequently,
these transactions, even if undertaken and annduntay not close.

An acquisition, investment or new businesatie@hship may result in unforeseen operating diffies and expenditures. In particular, we
may encounter difficulties assimilating or integngtthe businesses, technologies, products, peesonmmperations of the acquired companies,
particularly if the key personnel of the acquirednpany choose not to work for us, the company’sisok is not easily adapted to work with
ours or we have difficulty retaining the customefsany acquired business due to changes in managemetherwise. Acquisitions may also
disrupt our business, divert our resources andinregignificant management attention that woulceothise be available for development of
business. Moreover, the anticipated benefits ofamuisition, investment or business relationshiyy mot be realized or we may be exposed to
unknown liabilities. For one or more of those ti@st®ns, we may:

. issue additional equity securities that would @ilatr stockholder:
. use cash that we may need in the future to opertatbusiness
. incur debt on terms unfavorable to us or that veeusmable to repa
. incur large charges or substantial liabiliti
. encounter difficulties retaining key employeeshsf aicquired company or integrating diverse softwarkes or business cultures; ¢
. become subject to adverse tax consequences, stidlstipreciation or deferred compensation chat
Any of these risks could harm our business@etating results.
The loss of key personnel or an inability to atttaend retain additional personnel may impair our dity to grow our business.

We are highly dependent upon the continuedseand performance of our senior management taairkey technical and sales personnel,
including our President and Chief Executive Offiaed Chief Technical Officer. These officers aré party to an employment agreement with
us, and they may terminate employment with us wttiame with no advance notice. The replacemenhes¢ officers likely would involve
significant time and costs, and the loss of théBeens may significantly delay or prevent the astgment of our business objectives.
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We face intense competition for qualified widuals from numerous technology, software and rfesturing companies. For example, our
competitors may be able attract and retain a moadifeed engineering team by offering more compegicompensation packages. If we are
unable to attract new engineers and retain oueotengineers, we may not be able to develop amata@iraour services at the same levels as
our competitors and we may, therefore, lose patkatistomers and sales penetration in certain nsareir failure to attract and retain suita
qualified individuals could have an adverse eftatbur ability to implement our business plan agla result, our ability to compete would
decrease, our operating results would suffer amadeMenues would decrease.

RISKS RELATED TO THE OWNERSHIP OF OUR COMMON STOCK

An active trading market for our common stock maptdevelop or be sustained, and you may not be &blesell your shares at or abo'
the price at which you purchased them.

We have a limited history as a public compayactive trading market for our shares may neleelop or be sustained. In the absence of
an active trading market for our common stock, #oes may not be able to sell their common stoak atbove the price they paid or at the
time that they would like to sell.

Our stock price may be volatile, and the marketgaiof our common stock may drop below the price yaty.

The market price of our common stock couldbigject to significant fluctuations, and it may litee below the price you paid for the stock.
Market prices for securities of early stage comeatiave historically been particularly volatile. &sesult of this volatility, you may not be
able to sell your common stock at or above thespymu paid. Some of the factors that may causentir&et price of our common stock to
fluctuate include:

. fluctuations in our quarterly financial resultstbe quarterly financial results of companies pefegito be similar to us
. fluctuations in our recorded revenue, even duriagoas of significant sales order activi

. changes in estimates of our financial results comemendations by securities analy

. failure of any of our services to achieve or mamtaarket acceptanc

. changes in market valuations of similar compar

. success of competitive products or servir

. changes in our capital structure, such as futwgaisces of securities or the incurrence of ¢

. announcements by us or our competitors of signifisarvices, contracts, acquisitions or strateljieraes;
. regulatory developments in the United States, fpreountries or bott

. litigation involving our company, our general inthysor both;

. additions or departures of key personi

. general perception of the future of the rer-connectivity market or our service

. investor’ general perception of us; a

. changes in general economic, industry and markaditons.

In addition, if the market for technology dte®r the stock market in general experiencessadbsvestor confidence, the trading price of
our common stock could decline for reasons unrélaieur business, financial condition or resuftemerations. If any of the foregoing occt
it could cause our stock price to fall and may esgos to class action lawsuits that, even if unssafal, could be costly to defend and a
distraction to management.
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A significant portion of our total outstanding shas may be sold into the public market in the neature, which could cause the mark
price of our common stock to drop significantly,@vif our business is doing wel

Sales of a substantial number of shares o€oommon stock in the public market could occurrat ime after the expiration of the lock-up
agreements our shareholders entered into withrilerwriters of our IPO. These sales, or the mgykateption that the holders of a large
number of shares intend to sell shares, could etheemarket price of our common stock. We hav2@2101 shares of common stock
outstanding as of October 26, 2009. Approximatdlyp00,000 shares, representing 65% of our outsigrehiares, are currently restricted as a
result of securities laws or lock-up agreementsnhay be sold, subject to any applicable volumetétrans under federal securities laws, in the
near future.

In addition, as of October 26, 2009, thereen®&d 25,650 shares subject to outstanding opthatsitill become eligible for sale in the public
market to the extent permitted by any applicabiiag requirements, the loalp agreements and Rules 144 and 701 under theitBecilct of
1933, as amended. Moreover, holders of an aggredaigproximately 9.9 million shares of our comnsback will have rights, subject to sot
conditions, to require us to file registration staents covering their shares or to include theiresin registration statements that we may file
for ourselves or other stockholders. We also reggst all shares of common stock under our equdgritive plans, including 843,982 shares
reserved for future issuance under our equity iticeplans, including our 2009 stock incentive platich was effective on July 7, 2009. O
registered and issued, these shares may be frddlynsthe public market, subject to the lock-upesgments.

If securities or industry analysts do not publishr cease publishing research or reports about usy business or our market, or if the
change their recommendations regarding our stockvadsely, our stock price and trading volume coulelatine.

The trading market for our common stock wdlibfluenced by the research and reports that tnglos securities analysts may publish ak
us, our business, our market or our competitoranyf of the analysts who may cover us change tbeammendation regarding our stock
adversely, or provide more favorable relative regmndations about our competitors, our stock prioaldvlikely decline. If any analyst who
may cover us were to cease coverage of our compaiayl to regularly publish reports on us, we abldse visibility in the financial markets,
which in turn could cause our stock price or trgdiolume to decline.

Our management will have broad discretion over thge of our cash reserves, if any, and might not bpihis cash in ways that increase the
value of your investment.

Our management will have broad discretiong®e our cash reserves, if any, and you will be nglyin the judgment of our management
regarding the application of this case. Our managemight not apply our cash in ways that increébsevalue of your investment. We expect
to use our case reserves for capital expendituréganeral corporate purposes and working capitath may in the future include
investments in, or acquisitions of, complementargibesses, services or technologies. Our managenight not be able to yield a significant
return, if any, on any investment of this cash. Ywll not have the opportunity to influence our égens on how to use our case reserves.

We do not expect to declare any dividends in thee§@eable future.

We do not anticipate declaring any cash divit$eto holders of our common stock in the foreskegfaibure. Consequently, investors must
rely on sales of their common stock after pricerapiation, which may never occur, as the only wagetlize any future gains on their
investment. Investors seeking cash dividends shaadghurchase or hold our common stock.

We incur increased costs and demands upon managerasra result of complying with the laws and regtitans affecting public companie:
which could harm our operating results.
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As a public company, we incur significant additiblegal, accounting and other expenses that wadiidncur as a private company, including
costs associated with public company reportingirequents. We also have incurred and will incur s@ssociated with current corporate
governance requirements, including requirementguséction 404 and other provisions of the Sarb&hdsy Act, as well as rules
implemented by the Securities and Exchange Comamissr SEC, and the exchange on which we list bares of common stock. The
expenses incurred by public companies for repowimd) corporate governance purposes have incresasetatically. We expect these rules and
regulations to substantially increase our legal famhcial compliance costs and to make some dietsvinore time-consuming and costly. We
are unable to currently estimate these costs wighdagree of certainty. We also expect these nég iand regulations may make it more
difficult and more expensive for us to obtain diceand officer liability insurance, and we mayriequired to accept reduced policy limits and
coverage or incur substantially higher costs t@iobthe same or similar coverage previously avilabs a result, it may be more difficult for
us to attract and retain qualified individuals éov& on our board of directors or as our execudffieers.

Anti-takeover provisions contained in our certificaté incorporation and bylaws, as well as provisions@elaware law, could impair a
takeover attempt.

Our certificate of incorporation, bylaws andl@wvare law contain provisions that could haveetfiect of rendering more difficult or
discouraging an acquisition deemed undesirableubyoard of directors. Our corporate governanceig@nts include provisions:

. authorizing blank check preferred stock, whichldde issued with voting, liquidation, dividenddaother rights superior to our
common stock

. limiting the liability of, and providing indemnifation to, our directors and officel
. limiting the ability of our stockholders to calhd bring business before special meetings arak&dction by written consent in lieu of
a meeting

. requiring advance notice of stockholder proposaidtisiness to be conducted at meetings of oukistdders and for nominations
candidates for election to our board of direct

. controlling the procedures for the conduct and daheg of board of directors and stockholder megii

. providing the board of directors with the exprpegver to postpone previously scheduled annualing=eand to cancel previously
scheduled special meeting

. limiting the determination of the number of diraston our board of directors and the filling of &acies or newly created seats on
board to our board of directors then in office;

. providing that directors may be removed by stoctbrd only for caust
These provisions, alone or together, could delafileatakeovers and changes in control of our comma changes in our management.

As a Delaware corporation, we are also sultfeptovisions of Delaware law, including Sectiddi82f the Delaware General Corporation
law, which prevents some stockholders holding ntlba@ 15% of our outstanding common stock from emggip certain business
combinations without approval of the holders ofsgtahtially all of our outstanding common stock. Asrgvision of our amended and restated
certificate of incorporation or bylaws or Delaw#aes that has the effect of delaying or deterrirdhange in control could limit the opportunity
for our stockholders to receive a premium for tishiares of our common stock, and could also afffecprice that some investors are willing to
pay for our common stock.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds

(a) Sales of Unregistered Securities
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On August 6, 2009, we issued options unde260® Stock Incentive Plan to certain employeqsuichase an aggregate of 24,400 shar
common stock at an exercise price of $19.03 peestaom July 1, 2009 to September 30, 2009, oyl@yaes exercised options to
purchase 59,000 shares of our common stock pursmaiptions issued under our 2007 Stock Incentiae Bnd 2004 Equity Incentive Plan at
an average purchase price of $1.69 per share fagaregate purchase price of $99,463.

No underwriters were involved in the foregosales of securities. These securities were isguesiiant to written compensatory plans or
arrangements with our employees, directors anduttamds, in reliance on the exemption provided l§yeR701 promulgated under the
Securities Act. All recipients either received ad&g information about us or had access, througil@ment or other relationships, to such
information.

All of the foregoing securities are deemedrieted securities for purposes of the Securities And all certificates representing such
securities included appropriate legends settintp fibrat such securities had not been registeredrendpplicable restrictions on transfer.

(b) Use of Proceeds from Public Offering of Comn&tack

On July 7, 2009, we closed our IPO, in whigh6B,667 shares of common stock were sold at & poithe public of $16.00 per share. We
sold 5,750,000 shares of our common stock in tferiofy and selling stockholders sold 1,916,667hef$hares of common stock in the
offering. The aggregate offering price for all #msold in the offering, including shares sold byand the selling stockholders, was
$122.7 million. The offer and sale of all of theass in the IPO were registered under the Secuidie pursuant to a registration statement on
Form S-1 (File No. 333-148620), which was declafdctive by the SEC on June 30, 2009. We raispdoxgimately $83.0 million in net
proceeds after deducting underwriting discountsa@mmissions of $6.4 million and other estimateerirfig costs of $2.6 million. No
payments were made by us to directors, officefgeosons owning ten percent or more of our commackstr to their associates, or to our
affiliates, other than payments in the ordinaryrsewf business to officers for salaries and to-@mployee directors as compensation for b
or board committee service, or as a result of s#flebares of common stock by selling stockholdetbe offering. From the effective date of
the registration statement through September 319,20e have not used any of the net proceeds dPtBeWe intend to use the net proceeds
for general corporate purposes, including finan@oggrowth, developing new products, acquiring mexsstomers, funding capital expenditt
and, potentially, the acquisition of, or investmientbusinesses, technologies, products or adsatsdmplement our business. Pending these
uses, we have invested the funds in a registereteynmarket. There has been no material changeiplémned use of proceeds from our IPO
as described in our final prospectus filed with 8C pursuant to Rule 424(b).

Item 6. Exhibits

The exhibits listed in the Exhibit Index immedigtereceding the exhibits are filed (other than biki32.1 and 32.2) as part of this Quarterly
Report on Form 10-Q and such Exhibit Index is ipooated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causisdé¢iport to be signed on its behalf by the
undersigned, thereunto duly authorized.

LOGMEIN, INC.

Date: October 29, 200 By: /s/ Michael K. Simon
Michael K Simon
President and Chief Executive Officer
(Principal Executive Officer;

Date: October 29, 2009 By: /s/ James F. Kelliher

James F. Kellihe
Chief Financial Office
(Principal Financial Officer)

40




Table of Contents

EXHIBIT INDEX
Listed and indexed below are all Exhibits filedoast of this report.

Exhibit No. Description

10.1 Separation Agreement, dated October 5, 2009, bettiheeRegistrant and Carol Meyxt

311 Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002 by Chief Executive Office
31.2 Certification of Chief Financial Officer pursuamt $ection 302 of the Sarba-Oxley Act of 2002 by Chief Financial Office
32.1% Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002, by Chie

Executive Officer

32.2% Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarl-Oxley Act of 2002, by Chie
Financial Officer.

+ This certification shall not be deemed “filed’t faurposes of Section 18 of the Securities Exchax@ef 1934, or otherwise subject to
the liability of that Section, nor shall it be desato be incorporated by reference into any filimgler the Securities Act of 1933 or the
Securities Exchange Act of 19:
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Exhibit 10.1

October 5, 2009

Carol Meyers
54 Ruddock Road
Sudbury, MA 01776

Dear Carol:

In connection with the termination of your employmeith LogMeln, Inc. (the “Company”) on January 29, 2010, you and then@any have
agreed to the terms described in this letter andttacthment A if you sign and return this letteregment tdSusan Zwirble by October 26,
2009. By signing and returning this letter agreemeant) will be entering into a binding agreement wik Company and will be agreeing to
the termination of your employment danuary 29, 2010and the terms and conditions set forth in the nustearagraphs below, including
the release of claims set forth in paragraph 2rdfbee, you are advised to consult with an attornefpre signing this letter agreement and you
may take up to twenty-one (21) days to do so. if gign this letter agreement, you may change yand mnd revoke your agreement during
the seven (7) day period after you have signdélyibu do not so revoke, this letter agreement bhéitome a binding agreement between you
and the Company upon the expiration of the seveddy revocation period.

If you choose not to agree to this letter agreerbgi@dctober 26, 2009terms of this letter agreement and your employnaétiit the Company
shall be immediately terminated and you shall roeive any severance benefits from the Company.withuhowever, receive payment on
your termination for your final wages and any urilgacation time accrued through the date of tertiingas defined herein). Also, regardl
of signing this letter agreement, if eligible, ymay elect to continue receiving group medical ingge pursuant to the federal “COBRA” law,
29 U.S.C. § 1161 efeq. All premium costs for “COBRA” shall be paid by yon a monthly basis for as long as, and to thergsthat, you
remain eligible for COBRA continuation. You showldnsult the COBRA materials to be provided by tleenpany for details regarding these
benefits. All other benefits, including life insm@e and long-term disability, will cease upon ydate of termination. Further, pursuant to the
Company’s2007 Stock Incentive Plan you will have up to ninety (90) days after theéedaf termination to exercise any vested stocktsigh
you may have (as provided for by the plan(s)).ukiVested stock rights will be cancelled on the d&termination

The following numbered paragraphs set forth thesesind conditions which will apply if you timelygsi and return this letter agreement an
not revoke it within the seven (7) day revocatieniqd:




1. Termination Date — Your effective date of termination (unless eartegminated due to your breach of this Agreemewthfthe Compan
is January 29, 201Q(the “Termination Date”). You shall be relievedyafur normal duties from this date forward througé Termination
Date. Your responsibilities from this date forw#indough the Termination Date and the Company’&mrbbligations to you are as
described on Attachment ,

2. Release— In consideration of the terms hereof and contineragloyment as described on Attachment A, whichatknowledge yo!
would not otherwise be entitled to receive, yowebgrfully, forever, irrevocably and unconditionatglease, remise and discharge the
Company, its officers, directors, stockholders peooate affiliates, subsidiaries, parent compargescessors and assigns, agents and
employees (each in their individual and corporafeacities) (hereinafter, the “Released Partieginfany and all claims, charges,
complaints, demands, actions, causes of actiots, sigihts, debts, sums of money, costs, accotetkpnings, covenants, contracts,
agreements, promises, doings, omissions, damagssytéeons, obligations, liabilities, and expendasl(ding attorneys’ fees and costs), of
every kind and nature which you ever had or nowetegainst the Released Parties, including, buiméed to, those claims arising out of
your employment with and/or separation from the @any, including, but not limited to, all claims wrdTitle VII of the Civil Rights Act ¢
1964, 42 U.S.C. § 2000e et seq., the Age Discritiinan Employment Act, 29 U.S.C. § 621sstg., the Americans With Disabilities Act
1990, 42 U.S.C. § 12101 stq., the Family and Medical Leave Act, 29 U.S.C. 8P@tseq., the Worker Adjustment and Retraining
Notification Act (‘WARN”), 29 U.S.C. § 2101 eteq., Section 806 of the Corporate and Criminal FrAadountability Act of 2002, 18
U.S.C. § 1514(A), the Rehabilitation Act of 1973,2.S.C. § 701 edeq., Executive Order 11246, Executive Order 11144 Rhir Credit
Reporting Act, 15 U.S.C. § 1681 et seq., the EmgxoRRetirement Income Security Act of 1974 (“ERISAY U.S.C. § 1001 et seq., the
Massachusetts Fair Employment Practices Act., M.G@.L51B, 8§ 1 et seq., the Massachusetts CivihRigct, M.G.L. c. 12, 8§ 11H and
111, the Massachusetts Equal Rights Act, M.G.19%..§ 102 and M.G.L. c. 214, § 1C, the Massachsisetbor and Industries Act, M.G.L.
c. 149, 8 1 et seq., the Massachusetts PrivacyM\@,L. c. 214, § 1B, and the Massachusetts Matetrdave Act, M.G.L. c. 149, § 105D,
all as amended; all common law claims including, rimt limited to, actions in tort, defamation armédch of contract; all claims to any non-
vested ownership interest in the Company (excluthiag which will vest on or prior to the Terminati®ate), contractual or otherwise,
including, but not limited to, claims to stock dosk options; and any claim or damage arising éybar employment with or separation
from the Company (including a claim for retaliaiamder any common law theory or any federal, statecal statute or ordinance not
expressly referenced above; provided, however rbthting in this Agreement prevents you from filimgoperating with, or participating in
any proceeding before the EEOC or a state Fair &npent Practices Agency (except that you acknovdelgt you may not be able to
recover any monetary benefits in connection with surch claim, charge or proceeding), and furthewigied, however, that nothing in this
Agreement shall affect your right to enforce thevisions of this Agreement, or affect such righftsantribution, indemnification or
Directors and Officers liability insurance coverdgeny) from or through the Company that you wbhhve had if you had not entered into
this Agreement. In addition to tl
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release provided for above, you agree to issuavarelease (consistent with the release containgaisrparagraph) on the Termination D
covering the period from the date hereof throughTtrmination Date. The payment of any pated bonus (as referenced in Exhibit A) s
be contingent upon the delivery of such rele

. Confidentiality/Non-Disclosure/Nor-Competition/Intellectual Property Assignment Agreenent — You acknowledge and reaffirm yo
obligation to keep confidential and not to disclasg and all norpublic information concerning the Company which ymquired during tt
course of your employment with the Company, inabgdibut not limited to, any non-public informatioancerning the Company’s business
affairs, business prospects and financial conditans stated more fully in tf@onfidentiality/Non-Disclosure/Non-
Competition/intellectual property Assignment Agreenent you executed at the inception of your employmethtictv remains in full force
and effect

. Return of Company Property — You confirm that you have returned to the Compalhkeys, files, records (and copies thereof),
equipment (including, but not limited to, compubardware, software and printers, wireless handielices, cellular phones, pagers, etc.),
Company identification, Company vehicles and amepCompany-owned property in your possession otreband have left intact all
electronic Company documents, including but nottéahto, those that you developed or helped develomg your employment. You
further confirm that you have cancelled all acceuot your benefit, if any, in the Compasyiame, including but not limited to, credit ca
(other than the Company American Express card wihielCompany has canceled), telephone charge caltidar phone and/or pager
accounts and computer accoul

. Business Expenses and Compensati— You acknowledge that you have been reimbursetthédyompany for all business expenses
incurred in conjunction with the performance of yemployment and that no other reimbursementsaesldo you. You further
acknowledge that you have received payment irféualall services rendered in conjunction with yeanployment by the Company and that
no other compensation is owed to you except asgedwherein

. Non-Disparagement— You understand and agree that, as a conditiopdgment to you of the consideration herein desdsilyou shall
not make any false, disparaging or derogatory istatgs to any media outlet, industry group, finahicistitution or current or former
employee, consultant, client or customer of the gamy regarding the Company or any of its directofficers, employees, agents or
representatives or about the Company’s busineagsfnd financial condition. The executive manageinand Board of Directors of the
Company shall not make any false, disparaging oygigory statements to any person or entity reggrdou. If a prospective employer or
the like calls upon the Company for a referenceytar, the Company will respond that you are a faremaployee, and will confirm your
position and dates of hire and departure, andpsdVide no further information without your autheation.

. Amendment— This letter agreement shall be binding upon ttigs and may not be modified in any manner, edog@n instrument in
writing of concurrent or subseque
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10.

11.

12.

date signed by duly authorized representativeleparties hereto. This letter agreement is bindpan and shall inure to the benefit of
parties and their respective agents, assigns,, leiesutors, successors and administra

Waiver of Rights — No delay or omission by any party in exercising a@ght under this letter agreement shall opeasta waiver of that
or any other right. A waiver or consent given by garty on any one occasion shall be effective amijrat instance and shall not be
construed as a bar or waiver of any right on ahgwobccasion

Validity — Should any provision of this letter agreement belated or be determined by any court of competangdiction to be illega
or invalid, the validity of the remaining partstrtes or provisions shall not be affected thereby said illegal or invalid part, term or
provision shall be deemed not to be a part ofldiisr agreemen

Confidentiality — To the extent permitted by law, you understand @gree that, as a condition for payment to yothefseverance
benefits herein described, the terms and contdritsletter agreement, and the contents of tlgotiations and discussions resulting in
this letter agreement, shall be maintained as denfial by you and your agents and representasimdsshall not be disclosed to any third
party except to your immediate family members, aatants, attorneys and job counselors, or to thenéxequired by federal or state law
or as otherwise agreed to in writing by the Companyo the extent reasonably necessary to entbiséAgreement or obtain
unemployment benefits. You understand that the Gompvill file an 8-K with the Securities and ExclggnCommission referencing the
matters discussed in this Agreement, file the Agrexst as an exhibit to applicable SEC filings ifuigd, and issue a press release that
includes the following statement (or a statementennlly similar thereto): “LogMeln also announdidt Carol Meyers, vice president
and chief marketing officer, will be leaving/resigg from the company to pursue other inter”

Cooperation— You agree to cooperate with the Company for drrdasonable times and places in the investigatiefense or
prosecution of any claims or actions now in exiseear which may be brought in the future againsirobehalf of the Company. Your
cooperation in connection with such claims or axtishall include, but not be limited to, being &alale to meet with the Company’s
counsel to prepare for discovery or any mediatohitration, trial, administrative hearing or otlpeoceeding or to act as a witness when
reasonably requested by the Company at mutualleadpie times and at locations mutually conven@gbt and the Company. You also
agree to cooperate with the Company in the tramsitg of your work, and will be available to ther@pany for this purpose or any other
purpose reasonably requested by the Comg

Tax Provision — In connection with the severance benefits pradigieyou pursuant to this letter agreement, the @om shall withhold
and remit to the tax authorities the amounts reguimder applicable law, and you shall be respéa$ilo your portion of all applicable
taxes with respect to such severance benefits wpgicable law. You acknowledge that you are ebting upon advice or representation
of the Company with respect to the tax treatmeraryf of the severance benefits set forth in Attaeir.
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13.

14.

15.

16.

17.

Nature of Agreement— You understand and agree that this letter agreeim@néeverance agreement and does not constiti
admission of liability or wrongdoing on the parttbé Company

Acknowledgments— You acknowledge that you have been given at Igastty-one (21) days to consider this letter agreat, including
Attachment A, and that the Company advised yowtalt with an attorney of your own choosing ptmsigning this letter agreement.
You understand that you may revoke this letter exgpent for a period of seven (7) days after you #iggletter agreement, and the letter
agreement shall not be effective or enforceabl@ tn& expiration of this seven (7) day revocatpariod.You understand and agree tha
by entering into this letter agreement you are waing any and all rights or claims you might have unér The Age Discrimination in
Employment Act, as amended by The Older Workers Begfit Protection Act, and that you have received caideration beyond that
to which you were previously entitled.

Voluntary Assent— You affirm that no other promises or agreemef&ny kind have been made to or with you by anyperor entity
whatsoever to cause you to sign this letter agreemaad that you fully understand the meaning aehit of this letter agreement. You
state and represent that you have had an oppagrtonitilly discuss and review the terms of thisdeigreement with an attorney. You
further state and represent that you have careffedigl this letter agreement, including Attachmenuidderstand the contents herein, freely
and voluntarily assent to all of the terms and doras hereof, and sign your name of your own friee

Applicable Law — This letter agreement shall be interpreted amitoed by the laws of the Commonwealth of Masssetts, without
regard to conflict of laws provisions. You and tempany hereby irrevocably submit to and acknowdealgd recognize the jurisdiction
the courts of the Commonwealth of Massachusett$,appropriate, a federal court located in Massaelits (which courts, for purposes of
this letter agreement, are the only courts of cdaergurisdiction), over any suit, action or otlpeoceeding arising out of, under or in
connection with this letter agreement or the subjeatter hereol

Entire Agreement— This letter agreement, including Attachment A, ems and constitutes the entire understanding grekeen
between the parties hereto with respect to youersexce benefits and the settlement of claims ag#giasCompany and cancels all
previous oral and written negotiations, agreemeamsymitments and writings in connection therewibthing in this paragraph,
however, shall modify, cancel or supersede your dghtions set forth in paragraph 4 herein.
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If you have any questions about the matters covierdus letter agreement, please contausan Zwirble, Director, Human Resources at
781-897-0633

Very truly yours,

By: /s/ Michael Simor
Name: Michael Simon
Title: CEO

| hereby agree to the terms and conditions set fsbve and in the attached Description of Sever8smefits. | have been given at least
twenty-one (21) days to consider this letter agr®mand | have chosen to execute this on the aédbevbl intend that this letter agreement
become a binding agreement between me and the @onifdado not revoke my acceptance in seven (¥sda

/sl Carol Meyers Date 10-08-09
Employee Name: Carol Meye

To be returned bOctober 26, 200¢.




ATTACHMENT A

You understand and agree that your employmenttwéfCompany will terminate on the Termination Dateless earlier terminated due
your breach of this Agreement). You understandagrée that after the Termination Date (unlessexagirminated due to your breach

this Agreement) you will receive no additional sewree or other benefits except as expressly st fi@rein, and that your continued
employment from the date hereof through the TertiunaDate (unless earlier terminated due to yoeabh of this Agreement) is
consideration for the releases and other termsigdvfor herein. You understand that if you did agtee to the releases and other terms
provided for herein you would not continue to bepéayed by the Company and your employment woulcehtavminated immediately. The
Company agrees that you may render services to pérsons or entities effective immediately, preddhat you comply with your
obligations as set forth in this Agreement and atimer agreements you may have with the Comg

The Company will pay you (in accordance withaitdinary payroll policies) Ten thousand, two hurtlegght dollars and thirty-four cents
($10,208.34) per bi-monthly pay period, less afilajable state and federal taxes until the TerndmabDate. These payments will be paid
through continuation of salary through January22d,0.

Your stock options will continue to vest so longyas remain an employee of the Company, in accarlavith your LogMeln, Inc. Stoc
Option Agreement, and the terms of this Agreemnr

If and to the extent the Compé' s Board of Directors/Compensation Committee deteesithat bonuses are appropriate for fiscal ye@®
generally, you shall be entitled to receive a @ted portion (based on the number of days fromalgnly 2009 to October 6, 2009) of any
2009 bonus you would have been entitled to receimesistent with the Company’s February 11, 2008espondence to you, if you were
still employed by the Company at the time any bdewganted. You will be paid this pro-rated borifiany, at the time and in the manner
paid to other employees of the Company. You undedsthat if there is any breach of this Agreement will not be entitled to any such
pro-rata bonus. In addition, in order to receive lonus you must issue the Company a new releaséeasnced in Section 2 of the
Agreement

As of the date hereof you shall be relieved fromaryduties as Senior Vice President, Chief Marke@ffijcer. Until the Termination Dat
(unless earlier terminated due to your breachisfAlgreement), you will continue to be employedhittie Company reporting to Michael
Simon. Your responsibilities during this time sHzdl to assist with transition and to perform arheospecial projects reasonably requested
by Michael Simon. You should not report to the affunless specifically requested by Michael Sin

Through the Termination Date (unless earlier teatd@d due to your breach of this Agreement) you edlitinue to be enrolled in tl
Compan'’s benefits plans. Your portion of any premiums wilhtinue to be deducted from your payche

-7-



Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-144), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Michael K. Simon, certify that:
1. | have reviewed this Quarterly Report on ForrfL6f LogMeln, Inc.;

2. Based on my knowledge, this report does notaioreny untrue statement of a material fact or améitate a material fact necessary to make
the statements made, in light of the circumstanoeler which such statements were made, not misigadth respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegos presented in this report;

4. The registrant’sther certifying officer and | are responsible éstablishing and maintaining disclosure controld mrocedures (as definec
Exchange Act Rules 13a-15(e) and 15d-15(e)), ferdgistrant and have:

(a) Designed such disclosure controls and procegdorecaused such disclosure controls and procedoree designed under our supervisiol
ensure that material information relating to thgisgant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentttsi report our conclusions about the
effectiveness of the disclosure controls and proces) as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thatnhaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting;

5. The registrant’s other certifying officer antddve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pesspearforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regidfsaability to record, process, summarize and refioancial information; and

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

Date: October 29, 2009
/s/ Michael K. Simon

Michael K. Simon
President and Chief Executive Offic




Exhibit 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-144), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James F. Kelliher, certify that:
1. | have reviewed this Quarterly Report on Form6f LogMeln, Inc.;

2. Based on my knowledge, this report does notaiorany untrue statement of a material fact or anditate a material fact necessary to make
the statements made, in light of the circumstanoeker which such statements were made, not misigadith respect to the period covered by
this report;

3. Based on my knowledge, the financial statememtd,other financial information included in théport, fairly present in all material respects
the financial condition, results of operations aadh flows of the registrant as of, and for, thegas presented in this report;

4. The registrang other certifying officer and | are responsibledstablishing and maintaining disclosure contasld procedures (as define«
Exchange Act Rules 13a-15(e) and 15d-15(e)), ferdgistrant and have:

(a) Designed such disclosure controls and procedorecaused such disclosure controls and procedoifge designed under our supervisiol
ensure that material information relating to thgisgrant, including its consolidated subsidiariesnade known to us by others within those
entities, particularly during the period in whidhg report is being prepared,;

(b) Evaluated the effectiveness of the registradisslosure controls and procedures and presentttsi report our conclusions about the
effectiveness of the disclosure controls and prores) as of the end of the period covered by #psnt based on such evaluation; and

(c) Disclosed in this report any change in thestgnt's internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth dilsguarter in the case of an annual report) thamnmaterially affected, or is reasonably likely to
materially affect, the registrant’s internal cohwer financial reporting;

5. The registrant’s other certifying officer anbdve disclosed, based on our most recent evaluatimernal control over financial reporting,
to the registrant’s auditors and the audit commitiethe registrant’s board of directors (or pessparforming the equivalent functions):

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which are
reasonably likely to adversely affect the regisisability to record, process, summarize and refioancial information; and

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

Date: October 29, 2009
/s/ James F. Kelliher

James F. Kellihel
Chief Financial Officer




Exhibit 32.1

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

In connection with the Quarterly Report on FormQaer the quarterly period ending September 30928fLogMeln, Inc. (the “Company”),
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Michael3mon, President and Chief Executive
Officer of the Company, certify, pursuant to 18 L. SSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, to
my knowledge, that:

(1) The Report fully complies with the requiremeotsSections 13(a) or 15(d) of the Securities ExgeAct of 1934, as amended; and
(2) The information contained in the Report faphesents, in all material respects, the finan@aldition and results of operations of the
Company.

Dated: October 29, 2009
/s/ Michael K. Simon

Michael K. Simon
President and Chief Executive Offic




Exhibit 32.2

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

In connection with the Quarterly Report on FormQ@er the quarterly period ending September 30928f0_ogMeln, Inc. (the “Company”),
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, James Hlilker, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 25 adopted pursuant to Section 906 of the Sasiiaxiey Act of 2002, to my knowledg
that:

(1) The Report fully complies with the requiremeotsSections 13(a) or 15(d) of the Securities ExgjgaAct of 1934, as amended; and
(2) The information contained in the Report faphesents, in all material respects, the finanaaldition and results of operations of the
Company.

Dated: October 29, 2009
/s/ James F. Kelliher

James F. Kellihel
Chief Financial Officer




