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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 June 30, 2014

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 chaefr)

Delaware 20-1515952
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

320 Summer Street, Suite 10

Boston, Massachusetts 02210
(Address of principal executive offices (Zip Code)

781-638-9050

(Registrant’s telephone number, including area code

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

Indicate by check mark whether the registranthés filed all reports required to be filed by Sexeti3 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for sstobrter period that the Registrant was requirddesuch reports), and (2) has been sut
to such filing requirements for the past 90 day¥es No O

Indicate by check mark whether the registrant ldsmstted electronically and posted on its corpo¥ab site, if any, every Interactive Data
File required to be submitted and posted pursuaRide 405 of Regulation S-T (§232.405 of this ¢hgpduring the preceding 12 months (or
for such shorter period that the registrant wasired to submit and post such files). Yé&d No O

Indicate by check mark whether the registrantlerge accelerated filer, an accelerated filer, m-accelerated filer, or a smaller reporting
company. See the definitions of “large accelerdited” “accelerated filer” and “smaller reportirmmpany” in Rule 12b-2 of the Exchange

Act. (Check one):



Large accelerated file O Accelerated file|

Non-accelerated file [ (Do not check if a smaller reporting compa Smaller reporting compar O
Indicate by check mark whether the registrantsiell company (as defined in Rule 12b-2 of the BExge Act). YesO No

As of July 18, 2014, there were 24,617,804 shakréseoregistrant’s Common Stock, par value $0.0dspare, outstanding.
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Part I. Financial Information

Item 1. Financial Statements

Current asset:
Cash and cash equivalel
Marketable securitie

Accounts receivable (net of allowance for doub#fatounts of $269 and $279 as of December 31,

LogMeln, Inc.
Condensed Consolidated Balance Sheets
(In thousands, except share and per share data)

ASSETS

2013 and June 30, 2014, respectiv:
Prepaid expenses and other current a:

Restricted cash, current porti
Deferred income tax asse¢
Total current asse
Property and equipment, r
Restricted cash, net of current port
Intangibles, ne
Goodwill
Other asset
Deferred income tax asst
Total asset

LIABILITIES AND EQUITY

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

Preferred stock, $0.01 par value — 5,000,000 shert®rized, 0 shares outstanding as of December ¢

2013 and June 30, 20
Equity:

Common stock, $0.01 par value - 75,000,000 sharg®eazed as of December 31, 2013 and June
2014; 25,371,844 and 26,092,834 shares issued@sogimber 31, 2013 and June 30, 2014,
respectively; 24,103,201 and 24,629,180 outstanasngf December 31, 2013 and June 30, 201

respectively
Additional paic-in capital

(Accumulated deficit) retained earnin
Accumulated other comprehensive |i

Treasury stock, at cost - 1,268,643 and 1,463,68#s as of December 31, 2013 and June 30, 2(

respectively
Total equity
Total liabilities and equit

See notes to condensed consolidated financiahsémiis.
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December 31

June 30,

2013 2014
$ 89,257 $ 120,82
100,29¢ 100,17(
12,957 10,60:
6,50¢ 7,531
23 1,492
3,05: 3,05
212,09° 243,68:
13,19¢ 13,66
3,90z 2,58¢
16,88¢ 17,47¢
18,71 25,00
5,34¢ 5,231
9,47( 9,21¢
$ 279,61 $ 316,85¢
$ 6,39( $ 5,95¢
20,11( 19,02
82,49¢ 106,49¢
108,99¢ 131,47
2,667 1,84¢
611 2,022
112,27: 135,34«
254 262
200,23! 219,12
(1,439 89t
(1,186 (1,296
(30,525) (37,479
167,33¢ 181,51«
$ 279,61 $ 316,85¢
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Revenue
Cost of revenu
Gross profit
Operating expenst
Research and developm
Sales and marketir
General and administratiy
Amortization of acquired intangible
Total operating expens
(Loss) income from operatiol
Interest income, ne
Other (expense) incon
(Loss) income before income tax
(Provision for) benefit from income tax
Net (loss) incomi

Net (loss) income per shal
Basic
Diluted
Weighted average shares outstand
Basic
Diluted

LogMeln, Inc.
Condensed Consolidated Statements of Operations
(In thousands, except share and per share data)

Three Months Ended June 30

Six Months Ended June 30

2013 2014 2013 2014
$  40,67( $ 54,97 $ 78,10 $ 103,99
4,77¢ 7,397 9,18¢ 13,51
35,80« 47 57¢ 68,92: 90,47¢
6,91¢ 7,97¢ 14,30¢ 14,68t
22,56 31,05: 43,13 58,76
6,352 7,44¢ 17,87: 14,12t
18C 327 35¢ 52¢
36,01 46,79¢ 75,67 88,00¢
(129) 782 (6,759 2,38(
158 14¢ 32( 26(
(196) 224 454 19€
(16€) 1,15¢ (5,979) 2,83¢
(1,199 17¢ (1,18¢) (502)
$ (1,360 $  1,33( $ (7,160 $ 2,33
$  (0.00 $ 0.0¢ $  (0.29 $ 0.1C
$  (0.00 $ 0.0¢ $  (0.29 $ 0.0¢
24,262,41 24,425,08 24,485,42 24,134,68
24,262,41 25,159,34 24,485,42 24,889,73

See notes to condensed consolidated financiahsémis.
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LogMeln, Inc.
Condensed Consolidated Statements of Comprehensifleoss) Income
(In thousands)

Three Months Ended June 30 Six Months Ended June 30

2013 2014 2013 2014
Net (loss) incom $ (1,360 $ 133 $ (7,169 $ 2,33«
Other comprehensive income (los
Net unrealized (losses) gains on marketable séesiritet of tas (49 (15) (68) 6
Net translation gains (losse 31¢ 19 (1,196 (116
Total other comprehensive income (lo 26¢ 4 (1,269 (110
Comprehensive (loss) incor $ (L09) $ 133« $ (843) $ 2,22

See notes to condensed consolidated financiahstates.
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LogMeln, Inc.
Condensed Consolidated Statements of Cash Flows
(In thousands)

Six Months Ended June 30

2013 2014
Cash flows from operating activities
Net (loss) incom $ (7,167 $ 2,33
Adjustments to reconcile net (loss) income to r@eshcprovided by operating activiti
Depreciation and amortizatic 3,59¢ 5,49¢
Amortization of premium on investmer 77 122
Provision for bad deb: 41 32
Provision for deferred income tax 19¢ 26¢
Stocl-based compensatic 10,28: 12,15:
Gain on disposal of equipme D D
Changes in assets and liabiliti
Accounts receivabl 3,601 2,57¢
Prepaid expenses and other current a: (3,389 (1,009
Other asset (1,799 21C
Accounts payabl (2,409 43:
Accrued liabilities 1,99 (1,329)
Deferred revenu 8,05% 23,39:
Other lon¢-term liabilities (174 721
Net cash provided by operating activit 12,91: 45,40:
Cash flows from investing activities
Purchases of marketable securi (60,387 (19,989
Proceeds from sale or disposal of marketable sexs 60,00( 20,00(
Purchases of property and equipir (6,456 (4,349
Intangible asset additiot (915) (1,327
Cash paid for acquisition, net of cash acqu — (7,439
Decrease (increase) in restricted cash and dej 12¢ (200)
Net cash used in investing activiti (7,627) (13,289
Cash flows from financing activities
Proceeds from issuance of common stock upon opfiercise: 267 10,30¢
Income tax benefit from the exercise of stock api 2 —
Common stock withheld to satisfy income tax wittdiogs for restricted stock unit vesti (917) (3,557
Purchase of treasury sto (14,607 (6,949)
Net cash used in financing activiti (15,259 (200
Effect of exchange rate changes on cash and casbatnts and restricted ca (882) (343)
Net (decrease) increase in cash and cash equis (10,859 31,57:
Cash and cash equivalents, beginning of pe 111,93. 89,25’
Cash and cash equivalents, end of pe $ 101,07¢  $ 120,82
Supplemental disclosure of cash flow informatior
Cash paid for intere: $ — $ 2
Cash paid for income tax $ 6281 $ 56¢
Noncash investing and financing activitie:
Purchases of property and equipment included inwatts payable and accrued liabilit $ 1,51t $ 687
Fair value of contingent consideration in connettiath acquisition included in accrued liabilitiand other
long term liabilities $ 17¢  $ —

See notes to condensed consolidated financiahsémiis.
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LogMeln, Inc.
Notes to Condensed Consolidated Financial Statement

1. Nature of the Business

LogMeln, Inc. (the “Company”) provides a portfolid secure, easy-to-use cloud-based offerings amhé@nsforming the way
people work and live through secure connectiorteéacomputers, devices, data and people that makeeir digital world. The Company’s
product line includes AppGuru™, BoldCHat Cubby™, join.mé®, LogMeln Pra®, LogMeln® Central™, LogMeln Rescu®, LogMeln®
Rescue+Mobile™, LogMeln Backu, LogMeln for iOS, LogMeln Hamachi, Xively™ and RemotelyAnywher®. The Company is
headquartered in Boston, Massachusetts with wimllged subsidiaries in Hungary, The Netherlandstralia, the United Kingdom, Brazil,
Japan, Ireland, and India.

2. Summary of Significant Accounting Policies

Principles of Consolidatior— The accompanying condensed consolidated finastaééments include the results of operations of
the Company and its wholly-owned subsidiaries.idttrcompany transactions and balances have baeimaied in consolidation. The
Company has prepared the accompanying condensedlictated financial statements in conformity witltaunting principles generally
accepted in the United States of America (“GAAP”).

Unaudited Interim Condensed Consolidated FinanSiatements— The accompanying condensed consolidated financial
statements and the related interim information @ioed within the notes to the condensed consolidatancial statements are unaudited and
have been prepared in accordance with GAAP andcayh® rules and regulations of the SecuritiesExchange Commission for interim
financial information. Accordingly, they do not lode all of the information and notes required bAYA® for complete financial statements.
The accompanying unaudited condensed consolidetaddial statements should be read along with t@anys audited financial stateme
included in the Company’s Annual Report on FornmKlGied with the Securities and Exchange Commisgia March 10, 2014. The
unaudited interim condensed consolidated finarst@kbments have been prepared on the same béisessaslited condensed consolidated
financial statements and in the opinion of managemeflect all adjustments, consisting of nornradl aecurring adjustments, necessary for th
fair presentation of the Company’s financial pasitiresults of operations and cash flows for therim periods presented. The results for the
interim periods presented are not necessarily &tidie of future results. The Company considers sventransactions that occur after the
balance sheet date but before the financial statesage issued to provide additional evidenceirvgdb certain estimates or to identify matters
that require additional disclosure.

Use of Estimates- The preparation of condensed consolidated firzustatements in conformity with GAAP requires ngeraent
to make estimates and assumptions that affecefimted amounts of assets and liabilities and asce of contingent assets and liabilities at
the date of the financial statements and the redamounts of revenue and expenses during thetirgpperiod. By their nature, estimates are
subject to an inherent degree of uncertainty. Aaegults could differ from those estimates.

Marketable Securities- The Company’s marketable securities are classd®available-for-sale and are carried at faneabith
the unrealized gains and losses, net of tax, rep@s$ a component of accumulated other compreteeimgisme in equity. Realized gains and
losses and declines in value judged to be othertdraporary are included as a component of earriagsd on the specific identification
method. Fair value is determined based on quotelahprices. At December 31, 2013 and June 30, 2@adketable securities consisted of
U.S. government agency securities that have rengamiaturities within two years and have an aggeegatortized cost of approximately
$100.3 million and $100.1 million and an aggredatevalue of approximately $100.3 million and $1®nillion, including approximately
$67,000 and $59,000 of unrealized gains and apmetely $28,000 and $10,000 of unrealized lossepeively.

Revenue Recognitier- The Company derives revenue primarily from suipsion fees related to its LogMeln premium services
and the delivery of professional services, prinyandllated to its Xively business.

Revenue from the Company’s LogMeln premium servisgscognized on a daily basis over the subsongirm as the services
are delivered, provided that there is persuasigesee of an arrangement, the fee is fixed or d@teble and collectability is deemed
reasonably assured. Subscription periods range rironthly to five years, but are generally one yeaturation. The Company’s software
cannot be run on another entity’s hardware norutaeners have the right to take possession ofdfteare and use it on their own or another
entity’s hardware.

The Company’s multi-element arrangats typically include subscription and profesal@ervices, which may include development
services. The Company evaluates each element withiarrangement to determine if they can be adeduior as separate units of accounting
If the delivered item or items have value to thetomer on a standalone basis, either because theplal separately by any vendor or the
customer could resell the delivered item or item@standalone basis, the Company has determineththdeliverables within these
arrangements qualify for treatment as separats ohiéccounting. Accordingly, the Company recogsizvenue for each delivered item or
items as a separate earnings process commencingallte# the significant performance obligationwvédeen performed and when all of the
revenue recognition criteria have been met. Priadaakservices revenue recognized as a separaimgsuprocess under multi-element
arrangements has been immaterial to date. In edse® the Company has determined that the deliviegets within its multi-element
arrangements do not have value to the customerstema-alone basis, the arrangement is accountex fa single unit of accounting and the
related consideration is recognized ratably overestimated customer life, commencing when alhefdignificant performance obligatio



have been delivered and when all of the revenusgrétion criteria have been met.
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The Company currently only offers free versiong§®fPhone, iPad and Android software products. Chenpany had formerly so
these iPhone, iPad and Android software producpegsetually licensed software, the revenue frortlvivas recognized when there was
persuasive evidence of an arrangement, the prdducbeen provided to the customer, the collectfdheofee was probable, and the amount o
fees to be paid by the customer was fixed or detexinhe.

Revenues are reported net of applicable sales ssthy, value-added tax, and other transactiorstiaxgosed on the related
transaction.

Concentrations of Credit Risk and Significant Castos— The Company’s principal credit risk relates todash, cash equivalents,
marketable securities, restricted cash, and acsoaneivable. Cash, cash equivalents, and restrieteh are deposited primarily with financial
institutions that management believes to be ofeigldit quality and custody of its marketable sé@s is with an accredited financial
institution. To manage accounts receivable crégkt the Company regularly evaluates the creditiingss of its customers and maintains
allowances for potential credit losses. To datesés resulting from uncollected receivables hatexeeeded management’s expectations.

As of December 31, 2013, no customers accountetlofdr or more of accounts receivable and no cus®agounted for 10% or
more of revenue for the three and six months edded 30, 2013 or 2014. As of June 30, 2014, on®mes accounted for 10% of accounts
receivable.

Goodwill— Goodwill is the excess of the acquisition prieeiothe fair value of the tangible and identifiableangible net assets
acquired. The Company does not amortize goodwill performs an annual impairment test of goodwilltioe last day of its fiscal year and
whenever events and circumstances indicate thaiatiging amount of goodwill may exceed its faituea The Company operates as a single
operating segment with one reporting unit and cgusetly evaluates goodwill for impairment basedharevaluation of the fair value of the
Company as a whole. Through June 30, 2014, no inmgaits have occurred.

Long-Lived Assets and Intangible Asset§'he Company records intangible assets at theémated fair values at the date of
acquisition. Intangible assets are amortized baped the pattern in which their economic beneflt ¢ realized, or if this pattern cannot be
reliably determined, using the straight-line metlowdr their estimated useful lives. The Comparigtangible assets have estimated useful
which range from four months to seven years.

The Company reviews long-lived assets for impairmdmenever events or changes in circumstancesateltbat the carrying
amount of the assets, including intangible assedy, not be recoverable. When such events occudingpany compares the carrying amot
of the assets to their undiscounted expected futash flows. If this comparison indicates that éhierimpairment, the amount of the
impairment is calculated as the difference betwbercarrying value and fair value. Through June2Bd4, no impairments have occurred.

Foreign Currency Translatioa— The functional currency of operations outsidelinited States of America is deemed to be the
currency of the local country, unless otherwisedained that the United States dollar would sessa enore appropriate functional currency
given the economic operations of the entity. Acawgly, the assets and liabilities of the Comparigi®ign subsidiaries are translated into
United States dollars using the period-end exchaatge and income and expense items are translated the average exchange rate during
the period. Cumulative translation adjustmentsreflected as a separate component of equity. Fo@igrency transaction gains and losses al
charged to operations. The Company had foreigrenayr losses of approximately $199,000 for the thmeaths ended June 30, 2013 and
foreign currency gains of approximately $454,000tfe six months ended June 30, 2013, respectigaly foreign currency gains of
approximately $224,000 and $197,000 for the threksix months ended June 30, 2014, respectively.

Stock-Based Compensatien Stock-based compensation is measured based bpamnéant date fair value and recognized as an
expense on a straight-line basis in the finant¢&ksents over the vesting period of the awardhfose awards expected to vest. The Compan
uses the Black-Scholes option pricing model tonesst the grant date fair value of stock awards. Gbeapany uses the with-or-without
method to determine when it will realize excesshtamefits from stock based compensation. Undemtieithod, the Company will realize these
excess tax benefits only after it realizes thebmefits of net operating losses from operations.

Income Taxes— Deferred income taxes are provided for the téeot$ of temporary differences between the carrgimgpunts of
assets and liabilities for financial reporting pagps and the amounts used for income tax purpasdsperating loss carry-forwards and
credits using enacted tax rates expected to bidatén the years in which the differences areestpd to reverse. At each balance sheet date
the Company assesses the likelihood that defeaseddsets will be realized, and recognizes a valuatlowance if it is more likely than not
that some portion of the deferred tax assets willbe realized. This assessment requires judgnsetot the likelihood and amounts of future
taxable income by tax jurisdiction.

The Company evaluates its uncertain tax positi@set on a determination of whether and how muehtak benefit taken by the
Company in its tax filings or positions is moredlik than not to be realized. Potential interest padklties associated with any uncertain tax
positions are recorded as a component of incomexpgnse. As of December 31, 2013 and June 30, #dLompany has provided a liabi
for approximately $304,000 and $484,000 for unéetiax positions, respectively. These uncertainpasitions would impact the Company’s
effective tax rate if recognized.

Segment Dat— Operating segments are identified as componerds ehterprise about which separate discrete finh



information is available for evaluation by the draperating decision-maker, or decision making gran making decisions
regarding resource allocation and assessing peaftcen The Company, which uses consolidated fineimé@mation in determining how to
allocate resources and assess performance, hasioheté that it operates in one segment.
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The Company’s revenue by geography (based on cestaduress) is as follows (in thousands):

Three Months Ended June 30 Six Months Ended June 30
2013 2014 2013 2014
Revenues
United State: $ 2669 $ 36,46¢ $ 51,48 $ 68,87(
United Kingdom 3,64: 4,91¢ 7,10¢ 9,32¢
Internationa- all other 10,33: 13,59: 19,51¢ 25,80(
Total revenue $ 4067(C $ 5497 $ 78,100 $ 103,99

Guarantees and Indemnification ObligationsAs-permitted under Delaware law, the Company hasesgents whereby the
Company indemnifies certain of its officers andedtors for certain events or occurrences whileoffieer or director is, or was, serving at the
Company'’s request in such capacity. The term ofrtlemnification period is for the officer’s or dutor’s lifetime. As permitted under
Delaware law, the Company also has similar indeicatibn obligations under its certificate of incorption and by-laws. The maximum
potential amount of future payments the Companydccbe required to make under these indemnificadigreements is unlimited; however, the
Company has director’s and officer’s insurance cage that the Company believes limits its expoameenables it to recover a portion of any
future amounts paid.

The Company has entered into agreements with nentastomers that contractually obligate the Comparngdemnify the custom
from certain claims, including claims alleging thia¢ Company’s products infringe third-party pasersbpyrights, or trademarks. The term of
these indemnification obligations is generally ual. The maximum potential amount of future payta¢he Company could be required to
make under these indemnification obligations ismitéd. Through June 30, 2014, the Company hagxerienced any losses related to thes
indemnification obligations.

In November 2012, the Company filed suit againagRratus Telecom LLC (“Pragmatus”), seeking deataygtidgment after
certain of the Company’s customers received leftera Pragmatus claiming that their use of certaagMeln services infringed upon three
patents allegedly owned by Pragmatus. On Marcl2@83, the Company and Pragmatus entered into asécAgreement, which granted the
Company a fully-paid license covering the patebhissue. The Company paid Pragmatus a one-timedicg fee in April 2013, after a portion
of the fee was reimbursed in March 2013 from agiestied escrow arrangement associated with a preprisition. The Company recorded
approximately $1.2 million of expense related tis thatter in general and administrative expensééarch 2013. As a result, the Company’s
declaratory judgment action against Pragmatus veasissed by the court on May 3, 2013.

Net (Loss) Income Per Share Basic net (loss) income per share is computed \ididg net (loss) income by the weighted ave!
number of common shares outstanding for the pebddted net (loss) income per share is computedibigling net (loss) income by the sum
of the weighted average number of common sharetamating during the period and the weighted avenageber of potential common shares
outstanding from the assumed exercise of stoclonptand the vesting of restricted stock units.tRerthree and six months ended June 30,
2013, the Company incurred a net loss and theretioeeeffect of the Company’s outstanding commonlstquivalents were not included in
the calculation of diluted loss per share as theyevantidilutive. Accordingly, basic and dilutive net lgssr share for the period were identi

The Company excluded the following options to pasghcommon shares and restricted stock units fneradmputation of diluted
net (loss) income per share either because thepmadti-dilutive impact or because the Companyaadt loss in the period (in thousands):

Three Months Ended June 30 Six Months Ended June 30
2013 2014 2013 2014
Options to purchase common shares 2,94 50 2,94 457
Restricted stock uni 1,13¢ 71 1,13¢ 40€
Total options and restricted stock ur 4,081 121 4,081 86¢




Table of Contents

Basic and diluted net (loss) income per share wbsilated as follows (in thousands, except shadepan share data):

Three Months Endec Six Months Endec
June 30, 201:% June 30, 201:
Basic and diluted net loss per sh:
Net loss $ (1,360) $ (7,167
Weighted average common shares outstan 24,262,41 24,485,42
Basic and diluted net loss per sh $ (0.06) $ (0.29)
Three Months Endec Six Months Endec
June 30, 201+ June 30, 201+

Basic:
Net income $ 1,33( $ 2,33¢
Weighted average common shares outstandini

basic 24,425,08 24,134,68
Net income per share, ba: $ 0.0t $ 0.1C
Diluted:
Net income $ 1,33( $ 2,33¢
Weighted average common shares outstan 24,425,08 24,134,68
Add: Options to purchase common shares and

restricted stock unit 734,25¢ 755,04
Weighted average common shares outstandini

diluted 25,159,34 24,889,73
Net income per share, dilut: $ 0.0t $ 0.0¢

Recent ly Issued Accounting Pronouncemen@nr-May 28, 2014, the FASB issued ASU 2014-09, Regdrom Contracts with
Customers (“*ASU 2014-09") its final standard oneswue from contracts with customers. ASU 2014-9immesla single comprehensive model
for entities to use in accounting for revenue agdrom contracts with customers and supersedescuant revenue recognition guidance,
including industry-specific guidance. The core pijite of the revenue model is that an entity re@ggirevenue to depict the transfer of
promised goods or services to customers in an antbanreflects the consideration to which thetgrdkpects to be entitled in exchange for
those goods or services. In applying the revenugeirto contracts within its scope, an entity idiéesi the contract(s) with a customer,
identifies the performance obligations in the cacty determines the transaction price, allocatesrimsaction price to the performance
obligations in the contract and recognizes revemiuen (or as) the entity satisfies a performancegabbn. ASU 2014-09 applies to all
contracts with customers that are within the saafppgther topics in the FASB Accounting Standardslification. Certain of ASU 2014-09's
provisions also apply to transfers of nonfinanesdets, including in-substance nonfinancial askatsare not an output of an entity’s ordinary
activities (i.e., property plant and equipment;] estate; or intangible assets). Existing accognguidance applicable to these transfers has
been amended or superseded. ASU 2014-09 also esaignificantly expanded disclosures about reveecegnition. ASU 2014-09 is
effective for the Company on January 1, 2017. Thm@any is currently assessing the potential imphthie adoption of ASU 2014-09 on its
condensed consolidated financial statements.

3. Fair Value of Financial Instruments

The carrying value of the Company’s financial ingtents, including cash equivalents, restricted ,castounts receivable, and
accounts payable, approximate their fair valuestdubeir short maturities. The Company’s finaneissets and liabilities are measured using
inputs from the three levels of the fair value Arehy. A financial asset or liability’s classifigat within the hierarchy is determined based on
the lowest level input that is significant to tlaérfvalue measurement. The three levels are asifsil

Level 1: Unadjusted quoted prices for identicak&ssr liabilities in active markets accessibletyy Company at the measurement
date.

Level 2: Inputs include quoted prices for similasets and liabilities in active markets, quotedqwifor identical or similar assets
and liabilities in markets that are not active utgother than quoted prices that are observabliéoasset or liability, and inputs that are
derived principally from or corroborated by obsditeamarket data by correlation or other means.

Level 3: Unobservable inputs that reflect the Cony's assumptions about the assumptions that markitipants would use i



pricing the asset or liability



The following table summarizes the basis used tasmee certain of the Company’s financial assetsateacarried at fair value (in thousands):

Basis of Fair Value Measurement:
Quoted Price:

Significant
in Active Other Significant
Markets for Observable Unobservable
Identical
Items Inputs Inputs
Balance (Level 1) (Level 2) (Level 3)
Balance at December 31, 201
Cash equivalent— money market fund $ 28,21( $  28,21( $ — $ —
Cash equivalent— bank deposit 5,001 — 5,001 —
Short-term marketable securities — U.S. government
agency securitie 100,29¢ 75,28t¢ 25,011 —
Balance at June 30, 2014
Cash equivalent- money market fund 27,50¢ 27,50¢ — —
Cash equivalent- bank deposit 5,021 — 5,021 —
Short-term marketable securities - U.S. government
agency securitie 100,17( 95,16¢ 5,00z —
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Bank deposits and certain U.S. government agerayrities are classified within the second levethef fair value hierarchy as the
fair value of those assets are determined based qypoted prices for similar assets.

4. Acquisitions

On March 7, 2014, the Company acquired all of thistanding capital stock of lonia Corporation, kariia,” a Boston,
Massachusetts based systems integrator, for gocashase price of $7.5 million plus contingent méitn-based bonuses totaling up to $4.0
million, which are expected to be paid over a tveadyperiod from the date of acquisition. The opegatesults, which are comprised of
approximately $0.6 million and $0.8 million of reuee for the three and six months ended June 3@, 284pectively, as well as $1.6 million
and $2.1 million of expenses during the three @adwnths ended June 30, 2014, are included icohelensed consolidated financial
statements beginning on the acquisition date.

The acquisition has been accounted for as a bissawesbination. The assets acquired and the ligsildssumed were recorded at
their estimated fair values as of the acquisitiatedThe Company retained an independent thirg pattiation firm to calculate the fair value
of the intangible assets with estimates and assangpprovided by Company management. The exceseqfurchase price over the tangible
net assets and identifiable intangible assets e@wded as goodwill.

The purchase price was allocated as follows (inshads):

Amount
Cash $ 67
Current assetl 29¢€
Other asset 26
Deferred revenu (70
Other liabilities (8649)
Customer backlo 12C
Trade name and trademe 10
Customer relationshiy 1,34(C
Documented kno-how 28C
Goodwill 6,29¢
Total purchase pric $7,50(

The pro forma results of operations for the quagteted June 30, 2013 and 2014 assuming the Conmaahgcquired lonia on
January 1, 2013, do not differ materially from #eosported in the Company’s condensed consolidasgdment of income for that quarter.

The stock purchase agreement included a contingeetition-based bonus program provision requittireggCompany to make
additional payments to employees, including fortoeia stockholders now employed by the Companytherfirst and second anniversaries of
the acquisition, contingent upon their continuegkyment and achievement of certain bookings gdais.range of the contingent, retention-
based bonus payments that the Company could gestiseen $0 to $4.0 million. The Company has coreduthat the arrangement is a
compensation arrangement and is accruing the mawipayout ratably over the performance period, bslieves it is probable that the criteria
will be met.

The goodwill recorded in connection with this traction is primarily related to the expected syresdo be achieved related to the
Company’s ability to leverage its Xively platforecystomer base, sales force and Internet of Thingsess plan with lonia’s technical
expertise and customer base. All goodwill and igtiales acquired are not deductible for income tasppses.

The Company incurred approximately $100,000 of &itjon-related costs which are included in genarad administrative
expense for the three and six months ended Juriz03a,

During the second quarter of 2014, the Companyified its purchase price accounting related tddinéa acquisition and recorded
both a deferred tax liability and a correspondimgréase in goodwill of approximately $0.7 milliaglated to the amortization of intangible
assets which cannot be deducted for income taxogesy

5. Goodwill and Intangible Assets

The changes in the carry amountpoofdwill for the six months ended June 30, 20HBidare to the addition of goodwill resulting
from the acquisition of lonia (See Note 4 to then@ensed Consolidated Financial Statements).

Changes in goodwill for the six months ended Juhe2B14, are as follows (in thousands):

Balance, December 31, 20 $ 18,71



Gooduwill related to the acquisition of lor

Balance, June 30, 20:
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Intangible assets consist of the following (in thands):

December 31, 201 June 30, 201«
Gross Accumulated Net Gross Accumulated Net Carrying
Estimated Carrying Carrying Carrying
Useful Life Amount Amortization Amount Amount Amortization Amount
Trade names 1-5year $ 66€ $ 66 $ — $ 67¢ $ 67C $ 6
Customer bas 5-7 year: 3,78¢ 1,901 1,88¢ 5,12¢ 2,19¢ 2,93(
Customer backlo 4 month: — — — 12C 12C —
Domain name 5 year: 894 341 55% 90¢ 42¢ 487
Software 4 year: 29¢ 29¢ — 29¢ 29¢ —
Technology 3-6 year 13,96: 1,83¢ 12,12¢ 14,36: 2,85¢ 11,507
Technology and kno-how 3 year: 3,17¢ 2,591 57¢ 3,17¢ 3,12¢ 51
Documented kno-how 4 year — — — 28C 22 25¢
Non-compete agreemer 5 year: 162 34 12¢ 162 58 10¢
Internally developed softwal 3 year 2,48t 87¢ 1,61(C 3,39( 1,25¢ 2,13

$25,43¢ $ 8,54t $16,88t $28,50¢ $ 11,020 $ 17,47¢

As a result of the acquisition of lonia, the Compaapitalized $120,000 of customer backlog, $280 @documented know-how,
$10,000 of trade names, and $1.3 million of custorakationships as intangible assets. The Compmaynortizing the intangible assets based
upon the pattern in which their economic beneflt lag realized, or if this pattern cannot be rdljadletermined, using the straight-line method
over their estimated useful lives. The intangitdseds have estimated useful lives which range foammonths to seven years.

On November 6, 2013, the Company purchased a sefmsset for $11.5 million. This software asseectorded as an intangible
asset and classified as technology and will be &ineak using the straight-line method over an ed@échaiseful life of five years, beginning in
February 2014 when the product was made availaltegtomers. In May 2014, the Company paid the ing$0.5 million for the statement
of work in accordance with the agreement. The Cowgapitalized $0.4 million as completed technolagg $0.1 million was expensed as
consulting work.

The Company capitalized $317,000 and $413,000 duhie three months ended June 30, 2013 and 2Gpkatvely, and $556,01
and $905,000 during the six months ended June®(® and 2014, respectively, of costs related teriratlly developed computer software tc
sold as a service incurred during the applicatiewetbpment stage and is amortizing these coststbeerxpected lives of the related services.

The Company is amortizing its intangible assets tive estimated lives noted above. Amortizationemee for intangible assets v
$633,000 and $1.5 million for the three months entlene 30, 2013 and 2014, respectively, and $lldmand $2.5 million for the six mont
ended June 30, 2013 and 2014, respectively. Anatidiz relating to software, technology and know-hdacumented know-how, and
internally developed software is recorded withistaaf revenues and the amortization of trade namerademark, customer base, customer
backlog, domain names, and non-compete agreensergsdarded within operating expenses. Future etiiamortization expense for
intangible assets is as follows at June 30, 20ithGusands):

Amortization Expense (Years Ending December 3 Amount
2014 (Six months ending December 31) 2,34¢
2015 4,48¢
2016 3,93¢
2017 3,33¢
2018 2,86¢
Thereaftel 504

Total $17,47¢




6. Accrued Liabilities

Accrued liabilities consisted of the following (inousands):

Marketing programs
Payroll and payroll relate
Professional fee

Other accrued liabilitie

Total accrued liabilitie:

December 31 June 30,
2013 2014
$ 4,631 5,651
9,71¢ 7,41¢
1,06¢ 1,03¢
4,69¢ 4,917
$ 20,11( 19,02:
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7. Income Taxes

The Company recorded a provision for federal, siatkforeign income taxes of approximately $1.2iamnland a benefit of
$175,000 for the three months ended June 30, 20d.2@14, respectively, and a provision for fedestdte and foreign income taxes of
approximately $1.2 million and $502,000 for the signths ended June 30, 2013 and 2014, respectiMetytax provision for the three and six
months ended June 30, 2014, decreased compareel poior comparable periods as a result of a legsre income taxes incurred in the Uni
States which offset increased profitability in e@mtforeign jurisdictions, primarily our Irish sublgries, which have significantly lower tax
rates than the U.S. statutory rate.

Deferred income taxes are provided for the taxcesfef temporary differences between the carryingants of assets and liabiliti
for financial reporting purposes and the amounésider income tax purposes, and operating losy-¢arwards and credits using enacted tax
rates expected to be in effect in the years in vtie differences are expected to reverse. At batance sheet date, the Company assesses t
likelihood that deferred tax assets will be realizend recognizes a valuation allowance if it igenlikely than not that some portion of the
deferred tax assets will not be realized. Thissssent requires judgment as to the likelihood andumts of future taxable income by tax
jurisdiction.

The Company files income tax returns in the U.8efal jurisdiction and various state and foreigmsplictions. The Company’s
income tax returns since inception are open to @amn by federal, state, and foreign tax autlesitThe Company has recorded a liability
related to uncertain tax provisions of approxima#304,000 and $484,000 as of December 31, 2013amel 30, 2014, respectively. The
Company'’s policy is to record estimated interest penalty related to the underpayment of incomedax unrecognized tax benefits as a
component of its income tax provision. The Compdialynot recognize any interest or penalties isiécdement of operations during the thre
six months ended June 30, 2013. The Company reedjaipproximately $5,000 of interest expense feitlhee months ended June 30, 2014.

8. Common Stock and Equity

In February 2013, the Company’s board of direcégmsroved a $25 million share repurchase programA@ust 13, 2013, the
board of directors approved a new $50 million slieprirchase program, which replaced the previo6sn§ifion share repurchase program.
Share repurchases are made from time-to-time iople@ market, in privately negotiated transactimmgtherwise, in accordance with
applicable securities laws and regulations. Théntinand amount of any share repurchases are detedrby the Company’s management
based on its evaluation of market conditions, thdihg price of the stock, regulatory requiremeantd other factors. The share repurchase
program may be suspended, modified or discontimtiesy time at the Company’s discretion withoubpriotice.

For the three months ended June 30, 2013 and #t8.Eompany repurchased 258,663 and 46,511 shiitessommon stock at an
average price of $21.76 and $43.86 per sharetiatiahcost of approximately $5.6 million and $2.0lion, respectively. For the six months
ended June 30, 2013 and 2014, the Company repeactiié®,485 and 195,011 shares of its common staak average price of $19.21 and
$35.63 per share for a total cost of approxima$d.6 million and $6.9 million, respectively. Atrili30, 2014, approximately $29.0 million
remained available under the Company’s share repsecprogram.

9. Stock Incentive Plan

The Company’s 2009 Stock Incentive Plan (“2009 Blemadministered by the Board of Directors andrpensation Committee,
which have the authority to designate participamid determine the number and type of awards todrged and any other terms or conditions
of the awards. Options generally vest over a faaryperiod and expire ten years from the datearitgRestricted stock units with service-
based vesting conditions generally vest over aetlgear period while restricted stock units with kedrbased vesting conditions generally vest
over two or three-year periods. Certain stock-baseards provide for accelerated vesting if there éhange in control. On May 22, 2014, the
Company’s stockholders approved an amendment t8a0@ Plan that increased the shares availableatd gnder the plan by 1,200,000
shares. There were 2,072,394 shares availablgdat gnder the 2009 Plan as of June 30, 2014.

The Company uses the Black-Scholes option-pricingehto estimate the grant date fair value of smutions. The Company
estimates the expected volatility of its commorcktat the date of grant based on the historicadtility of comparable public companies over
the option’s expected term as well as its own sf@e volatility since the Company’s IPO. The Canp estimates expected term based on
historical exercise activity and giving considevatio the contractual term of the options, vessiolgedules, employee turnover, and expect
of employee exercise behavior. The assumed divigiexd is based upon the Company’s expectatiorobfpaying dividends in the foreseeable
future. The risk-free rate for periods within tteimated life of the stock option is based on th8.Ureasury yield curve in effect at the time o
grant. Historical employee turnover data is useéstimate pre-vesting stock option forfeiture rafd®e compensation expense is amortized ol
a straigh-line basis over the requisite service period ofstoek award, which is generally four ye



The Company used the following assumptions to app@yBlack-Scholes option-pricing model:

Three Months Ended June 30 Six Months Ended June 30
2013 2014(1) 2013 2014
Expected dividend yield 0.00% —% 0.00% 0.00%
Risk-free interest rat 0.89% —% 0.87%- 0.89% 1.48%
Expected term (in year 6.25 — 6.25 6.25
Volatility 55% —% 55% 55%

(1) There were no stock options granted during thesthmienths ended June 30, 20
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The following table summarizes stock option acyivihcluding performance-based options (sharedmndsic value in thousands):

Weighted Weighted
Average
Average Remaining
Number Exercise Contractual Aggregate
of share: Price Term (Years) Intrinsic Value
Outstanding at January 1, 2014 2,38¢ $ 26.8¢ 6.4 $ 22,33(
Grantec 35 41.0¢
Exercisec (500 20.6: $ 11,03
Forfeited (75) 33.3¢
Outstanding at June 30, 20 1,84¢ $ 28.5¢ 6.3 $ 33,44
Exercisable at December 31, 2( 1,45] $ 23.4¢ 5.4 $ 17,85¢
Exercisable at June 30, 20 1,332 $ 26.77 5.7 $ 26,520

The aggregate intrinsic value was calculated bagseatie positive differences between the fair valtilhe Company’s common
stock of $33.55 on December 31, 2013 and $46.63lme on June 30, 2014, or at time of exercigktlaexercise price of the options.

The weighted average grant date fair value of stqtlons issued was $11.60 per share for the yetedeDecember 31, 2013, and
$21.78 for the six months ended June 30, 2014.

During the three and six months ended June 30,,28&4Company granted 436,110 and 539,396 regtrtteck units, respectively,
containing time-based vesting conditions which galhelapse over a three year period.

In August 2013 and May 2014, the Company grante@0D4and 71,000 restricted stock units with mabasted vesting conditions,
respectively, which were tied to the Company’s ecbiment of a relative total shareholder returneangeasured over an applicable
performance period which ranges from two to threaryg (the “TSR Units"). The number of shares unilgglthese TSR Units that will vest
upon the conclusion of the applicable performarer@ops can range from 0% of the shares awarde@0&2f the shares awarded, or up to
148,000 shares or 142,000 shares for the Augu& gfidint and May 2014 grant, respectively. Vestihgueh shares is also contingent upor
continued employment of the participant throughbetvesting period. All TSR Units granted by then@any are valued using a Monte Carlo
simulation model. The number of awards expectdgktearned is factored into the grant date MontéoGQatuation for the TSR Unit.
Compensation cost is recognized regardless ofdtualnumber of awards that are earned based amdhleet condition. Expected volatility is
based on the Company’s historical volatility. Thekifree interest rate is based upon U.S. Treasecyrities with a term similar to the vesting
term of the TSR Units.

The assumptions used in the Monte Carlo simulatiodel include (but are not limited to) the follogin

August 2013 Gran May 2014 Grani
Risk-free interest rate 0.62% 0.7&%
Volatility 54% 54%

Compensation cost is recognized on a straightdases over the requisite service period. At June€8@4, all of the TSR Units
granted in August 2013 and May 2014 remain outstan



The following table summarizes restricted stock antivity (shares in thousands):

Unvested as of January 1, 2014
Restricted stock units grant
Restricted stock units vest
Restricted stock units forfeite

Unvested as of June 30, 2C

Number of shares
Underlying Restricted

Stock Units
1,192
61C
(303)
(101)

1,39¢
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$ 28.4i
44 3¢
26.8¢
26.4¢
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The Company recognized stock based compensati@msgwithin the accompanying condensed consoliddtéements of
operations as summarized in the following tabletlfmusands):

Three Months Ended June 30 Six Months Ended June 30
2013 2014 2013 2014
Cost of revenue $ 181 $ 274 $ 384 $ 50¢
Research and developmt 1,04t 1,00¢ 2,06z 1,78¢
Sales and marketir 2,14¢ 2,79¢ 4,227 4,857
General and administrati 1,74 2,63 3,60¢ 5,001

$ 5117 $ 6,71C $ 10,28: $ 12,15:

As of June 30, 2014, there was approximately $#illfon of total unrecognized share-based compémsast, net of estimated
forfeitures, related to unvested stock awards whiehexpected to be recognized over a weightecgegreriod of 2.2 years. The total
unrecognized share-based compensation cost watlpested for future changes in estimated forfegure

10. Commitments and Contingencies

Operating Leases- The Company has operating lease agreementsffoe®fn Massachusetts, Hungary, Australia, thetedhi
Kingdom, Ireland and India that expire through 2023

In April 2014, the Company amended its currentddas its Budapest, Hungary office space to pro¥atean expansion of leased
space and to extend the term of the lease. Thed&the amended lease began in July 2014 and xtéhel through June 2019. The aggregate
amount of minimum lease payments to be made oeetetim of the lease is approximately $7.8 milli&yR 5.7 million). The amended lease
agreement required a bank guarantee of approxiyn®4&3,000 (EUR 354,000). The bank guarantee ssiflad as restricted cash.

Rent expense under all leases was approximatedyriillion and $1.7 million for the three months eddJune 30, 2013 and 2014,
respectively, and $2.7 million and $3.4 million fbe six month ended June 30, 2013 and 2014, riesplgc The Company records rent
expense on a straight-line basis for leases whibdualed escalation clauses or free rent periods.

The Company also enters into hosting services aggats with thirdparty data centers and internet service providesare subje:
to annual renewal. Hosting fees incurred underetlaesangements aggregated approximately $1.3 méiia $1.2 million for the three months
ended June 30, 2013 and 2014, respectively, addriiflion and $2.4 million for the six months endaghe 30, 2013 and 2014, respectively.

Future minimum lease payments under non-cancetgd@eating leases including one year commitmeniscésted with the
Company’s hosting services arrangements are appadely as follows at June 30, 2014 (in thousands):

Years Ending December 3

2014 (Six months ending December $ 4,95¢
2015 7,37
2016 6,08:
2017 5,62¢
2018 5,93(
Thereafte! 21,49
Total minimum lease paymer $51,47:
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Litigation — On September 8, 2010, 01 Communique Laboratary, br 01, filed a complaint that named the Comyema
defendant in a lawsuit in the U.S. District Count the Eastern District of Virginia (Civil Action® 1:10cv1007) alleging that the Company
infringed U.S. Patent No. 6,928,479, or the ‘478Rf which is owned by 01 and has claims diretesl particular application or system for
providing a private communication portal from omenputer to a second computer. The complaint sod@mages in an unspecified amount
and injunctive relief. On April 1, 2011, the U.SisBict Court for the Eastern District of Virgingtanted the Company’s motion for summary
judgment of no-infringement. The court issued a written orderareling this decision on May 4, 2011. On May 13,2011 filed a notice of
appeal appealing the court’s ruling granting sunymaadgment. On July 31, 2012, the U.S. Court of 8als for the Federal Circuit vacated the
lower court’'s summary judgment of non-infringemauniing and remanded the case back to the U.S.i&i€ourt for the Eastern District of
Virginia with revised claim construction. The trmdmmenced on March 18, 2013 and on March 26, 20ji8y in the Eastern District of
Virginia found that the Company’s products do mdtinge the ‘479 Patent as previously assertedlbyl@e court issued a written order
regarding this decision on April 2, 2013. On JufeZ013, the court issued a written opinion denyhgending post-trial motions, thereby
preserving the jury’s non-infringement verdict. @me 26, 2013, 01 filed a notice of appeal seekirappeal the jury’s non-infringement
verdict and on July 18, 2013, the Company filedtice of cross appeal seeking to appeal the jutgtssions regarding invalidity and
inequitable conduct. Oral arguments were hearduor 3, 2014 and on June 9, 2014, the U.S CourppgAls for the Federal Circuit affirmed
the jury’s non-infringement verdict. At this timeet Company does not believe that a loss is prolatdeemains unable to reasonably estimat
a possible loss or range of loss associated wigHitigation.

On November 21, 2012, the Company filed suit agdnagmatus Telecom LLC, or Pragmatus, in the DiStrict Court for the
District of Delaware (Civil Action No. 12-1507) dérg a declaratory judgment that the Company’s potgldo not infringe three patents
allegedly owned by Pragmatus after certain of tam@any’s customers received letters from Pragnma#ising that their use of certain
LogMeln services infringed upon those patents. Gad¥d 29, 2013, the Company and Pragmatus enteted incense Agreement, which
granted the Company a fully-paid license coverhrggpgatents at issue. The Company paid Pragmatas-tnoe license fee in connection with
the License Agreement in April 2013. As a restie €ompany’s declaratory judgment action was disetidy the court on May 3, 2013.

The Company is from time to time subject to variotleer legal proceedings and claims, either assert@nasserted, which arise in
the ordinary course of business. The Company relytiassesses its current litigation and/or thresdditigation as to the probability of
ultimately incurring a liability, and records itedt estimate of the ultimate loss in situationsnetiee Company assesses the likelihood of loss
as probable. While the outcome of these other cl@iamnot be predicted with certainty, managemeas dot believe that the outcome of any
of these other legal matters will have a matewdakesse effect on the Company’s condensed consetidatancial statements.

Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The following discussion and analysis of our firiahcondition and results of operations should kad in conjunction with the
unaudited condensed consolidated financial statésmemd the related notes thereto included elsewimetiéis Quarterly Report on Form 10-Q
and the audited condensed consolidated financééntents and notes thereto and management’s disouamsd analysis of financial condition
and results of operations for the year ended Deegr8lh, 2013 included in our Annual Report on For@rKL, filed with the Securities and
Exchange Commission, or SEC, on March 10, 2014 Qhbiarterly Report on Form -Q contains “forward-looking statements” within the
meaning of Section 21E of the Securities ExchangefA934, as amended, or the Exchange Act. T$tataments are often identified by the
use of words such as “may,” “will,” “expect,” “beleve,” “anticipate,” “intend,” “could,” “estimate,” or “continue,” and similar expressions
or variations. Such forwartboking statements are subject to risks, uncertaénand other factors that could cause actual rissaihd the timin
of certain events to differ materially from futuesults expressed or implied by such forward-loglstatements. Factors that could cause or
contribute to such differences include, but arelimited to, those discussed in the section titRigk Factors,” set forth in Part Il, Item 1A of
this Quarterly Report on Form 10-Q and elsewherthia Report. The forward-looking statements is tQuarterly Report on Form 10-Q
represent our views as of the date of this QuaytBeéport on Form 1@. We anticipate that subsequent events and dawelots will cause ot
views to change. However, while we may elect taigpthese forward-looking statements at some poitite future, we have no current
intention of doing so except to the extent requbng@pplicable law. You should, therefore, not @these forward-looking statements as
representing our views as of any date subsequéhetdate of this Quarterly Report on Form 10-Q.

Overview

LogMeln provides a portfolio of secure, easy-to-akeeid-based offerings aimed at transforming thg people work and live
through secure connections to the computers, devitz#a and people that make up their digital wolld believe our cloud-based services,
which are deployed and accessed from anywhereanitinternet connection, are used to connect maeenet-enabled devices worldwide than
any other connectivity platform on the market. Gailutions are used by tens of millions of profesals to work from virtually anywhere on
virtually any Internetenabled device. Hundreds of thousands of smalhaadium businesses, or SMBs, use our solutions tagedistribute:
work environments, embrace employee-owned techgadlothe workplace and facilitate collaboration@ss distributed teams. Thousands of
service providers, including many of the world’sg@st hardware and software companies, web hogtmgders, retailers and
telecommunications providers, use our solutiorsetwice and support their customers across mautgal and online channels.
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We offer both free and fee based, or premium, sesviSales of our premium services are generatedcgh word-of-mouth
referrals, web-based advertising, online searghctimversion of free users and expiring free ttialsaid subscriptions and direct marketing to
new and existing customers.

We derive our revenue principally from subscriptfeas from SMBs, IT service providers, mobile @msj customer service cent
original equipment manufacturers, or OEMs, and goress and to a lesser extent, from the delivegyrofessional services primarily relatec
our Xively business. The majority of our customsubscribe to our services on an annual basis. €enue is driven primarily by the number
and type of our premium services for which our pgytustomers subscribe. For the six months endweel 3@, 2013, we generated revenues o
$78.1 million, compared to $104.0 million for thi& months ended June 30, 2014, an increase of gippately 33%. In the fiscal year 2013,
we generated revenues of $166.3 million.

Certain Trends and Uncertainties

The following represents a summary of certain tseguod uncertainties, which could have a signifitapact on our financial
condition and results of operations. This summanyat intended to be a complete list of potenteds and uncertainties that could impact ou
business in the long or short term. The summarnygver, should be considered along with the fadtiestified in the section titled “Risk
Factors” of this Quarterly Report on Form 10-Q atmbwhere in this report.

. There is frequent litigation in the softwaralaachnology industries based on allegations afrigément or other violations
of intellectual property rights. We have been, aray in the future be, subject to third party patefringement or other
intellectual property-related lawsuits as we fat@éasing competition and become increasingly kasidny adverse
determination related to intellectual property misior litigation could adversely affect our busmédmancial condition and
operating results

. The risk of a data security breach or serviseugtion caused by computer hackers and cyberimaisihas increased as the
frequency, intensity and sophistication of atterd@tacks and intrusions from around the world hiageeased. Our servic
and systems have been, and may in the future de¢atfet of various forms of cyber-attacks. Whikemake significant
efforts to maintain the security and integrity of @ervices and computer systems, our cybersecusgsures and the
cybersecurity measures taken by our third-party danter facilities may be unable to anticipatéecteor prevent all
attempts to compromise our systems. Any securiaddr, whether successful or not, could harm ourtagipn, subject us to
lawsuits and other potential liabilities and ultiels could result in the loss of custome

. We continue to closely monitor current advexsenomic conditions, particularly as they impactBBMIT service providers
and consumers. We are unable to predict the lidehation and severity of the current adverse ecanoonditions in the
United States and other countries, but the lortgeduration the greater risks we face in operatingbusiness

. We believe that competition will continue t@iaase. Increased competition could result frorateg competitors or new
competitors that enter the market because of ttenfial opportunity. We will continue to closely mitor competitive
activity and respond accordingly. Increased contipetcould have an adverse effect on our finanmaldition and results of
operations

. We believe that as we continue to grow reveatuexpected rates, our cost of revenue and opgratipenses, including sales
and marketing, research and development and gesmedtaddministrative expenses will increase in alisalollar amounts.
For a description of the general trends we antteipavarious expense categories, see “Cost of evand Operating
Expense” below.

Sources of Revenue

We derive our revenue primarily from subscriptiees for our premium services from SMBs, IT serpigaviders, mobile carriers,
customer service centers, original equipment marurfars, or OEMs, and consumers and to a lessenttom the delivery of professional
services primarily related to our Xively busineBse majority of our customers subscribe to ourises/on an annual basis and pay in adve
typically with a credit card, for their subscrigtioA smaller percentage of our customers substoiloerr services on a monthly basis through
either month-to-month commitments or annual comritta that are then paid monthly with a credit cavd.initially record a subscription fee
as deferred revenue and then recognize it ratahlg, daily basis, over the life of the subscriptp@niod. Typically, a subscription automatic:
renews at the end of a subscription period unlesstistomer specifically terminates it prior to #mel of the perioc



Employees

We have increased our number of full-time employtee&t8 at June 30, 2014 as compared to 613 atnileze31, 2013 and 589 at
June 30, 2013.

Cost of Revenue and Operating Expenses

We allocate certain overhead expenses, such aamdnttilities, to expense categories based ohdhdcount in or office space
occupied by personnel in that expense categorypascantage of our total headcount or office spAse result, an overhead allocation
associated with these costs is reflected in theafagvenue and each operating expense category.

Cost of RevenueCost of revenue consists primarily of costs aiséed with our data center operations, customepauenters ar
our Xively professional services team. Includedhiese costs are: wages and benefits for persaefetpmmunication and hosting fees
associated with managing our data centers andainly of our services, contingent bonus experlsg¢ectto the lonia acquisition (see Note 4
to the Condensed Consolidated Financial Statemdrasjware and software maintenance costs andalafioa. Additionally, amortization
expense associated with the acquired softwarentéotpy and documented
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know-how, as well as internally developed softwiaricluded in cost of revenue. The expenses rtkatdosting our services and supporting
our free and premium customers are related to uhaber of customers who subscribe to our servicdgtacomplexity and redundancy of our
services and hosting infrastructure. The expersated to our professional services team are diyeour investment and efforts to support
growth of our Xively business. We expect cost efraie expenses to increase in absolute dollanemain relatively constant as a percentage
of revenue as we continue to invest in and expamgmfessional services team to support the grafthur Xively business and we continue
to increase our number of customers over time.

Research and DevelopmeResearch and development expenses consist priméigges and benefits for development persol
professional fees associated with outsourced dpuedat projects and depreciation associated withtessed in development. We have
focused our research and development efforts dmibgiroving ease of use and functionality of ouistm®g services, as well as developing |
offerings. The majority of our research and develept employees are located in our development keimé=urope. Therefore, a majority of
research and development expense is subject tmidliiens in foreign exchange rates. We capitaleggoroximately $0.6 million and $0.9
million for the six months ended June 30, 2013 204, respectively, of costs related to internd#tyeloped computer software to be sold as
service, which was incurred during the applicatienelopment stage. The majority of research andldpment costs have been expensed as
incurred. We expect that research and developmgenses will increase in absolute dollars as wéimee to enhance and expand our service
but will remain relatively constant as a percentafevenue.

Sales and Marketingsales and marketing expenses consist primariyntfi® search and advertising costs, wages, comonissin(
benefits for sales and marketing personnel, offtireeketing costs such as media advertising ané shdws, professional fees and credit card
processing fees. Online search and advertising costsist primarily of pay-per-click payments tar®® engines and other online advertising
media such as banner ads. Offline marketing costade radio and print advertisements as well asdsts to create and produce these
advertisements, and tradeshows, including the adsigace at tradeshows and costs to design arstiraontradeshow booths. Advertising c
are expensed as incurred. In order to continuedw gur business and awareness of our servicesxpect that we will continue to commit
resources to our sales and marketing efforts. le@b¢hat sales and marketing expenses will inergaabsolute dollars but remain relatively
constant as a percentage of revenue.

General and Administrativé&seneral and administrative expenses consist pilynafrivages and benefits for management, human
resources, internal IT support, legal, finance aocbunting personnel, professional fees, insurandeother corporate expenses. We expect
general and administrative expenses related t@pees, recruiting, internal information systemsgiguaccounting and insurance costs will
increase in absolute dollars but remain relativelystant as a percentage of revenue as we contirsugport the growth of our business.
Assuming that there are no adverse changes indhesof the 01 Communique litigation (see Notadlthe Condensed Consolidated Financie
Statements), we expect associated legal costshwinécincluded in general and administrative exgen® remain relatively constant.

Critical Accounting Policies

Our financial statements are prepared in accordaitbeaccounting principles generally acceptechie United States of America,
or GAAP. The preparation of our financial staterseantd related disclosures requires us to make a&stimassumptions and judgments that
affect the reported amount of assets, liabiliiesenue, costs and expenses, and related disctosMeebase our estimates and assumptions o
historical experience and other factors that wéelelto be reasonable under the circumstances VAleage our estimates and assumptions on
an ongoing basis. Our actual results may diffemftbese estimates under different assumptions emditions. Our most critical accounting
policies are listed below:

* Revenue recognitior

* Income taxes

e Goodwill and acquired intangible asse
e Stoclk-based compensation; a

* Loss contingencie:
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Results of Consolidated Operations

The following table sets forth selected consolidaatements of operations data for each of thegeindicated as a percentage of
total revenue.

Three Months Ended June 30 Six Months Ended June 30

2013 2014 2013 2014
Revenue 10(% 10C% 10(% 10(%
Cost of revenu 12 13 12 13
Gross profit 88 87 88 87
Operating expense
Research and developmt 17 15 18 14
Sales and marketir 55 56 55 57
General and administrati 16 14 23 14
Legal settlement — — 1 —
Amortization of acquired intangible — — — —
Total operating expens 88 85 97 85
(Loss) income from operatiol — 2 (©)] 2
Interest and other expense, — — 1 —
(Loss) income before for income tay — 2 (8 2
(Provision for) benefit from income tax (3 — D —
Net (loss) incomu (3)% 2% (9% 2%

Three Months Ended June 30, 2013 and 2014

Revenue Revenue increased $14.3 million, or 35%, from.$4%illion for the three months ended June 30, 201855.0 million
for the three months ended June 30, 2014. The iyagdrthe increase was attributable to an incréasevenue from new customers, as our
total number of subscribers increased significadtlsing the period. The increase in revenue from acgstomers and in our total number of
subscribers was attributable to continued increaadss of join.me pro, our premium collaboratiorviee, and our strategic decision to
discontinue offering LogMeln Free, our free remateess service, to instead focus our marketingdsped efforts on our faster growing free
services, specifically join.me. As a result of tbieinge, we experienced significant growth in teédés and total subscribers as former
LogMeln Free users transitioned to either our pramiemote access service, LogMeln Pro, or our premiiT management product, LogMeln
Central. We believe that the majority of LogMelre€users that will convert to LogMeln Pro or LogMe€&entral subscribers converted during
the three months ended March 31, 2014.

Cost of Revenu€ost of revenue increased $2.6 million, or 55%mfi®4.8 million for the three months ended June2BA3 to
$7.4 million for the three months ended June 3Q42@s a percentage of revenue, cost of revenuel@@sand 13% for the three months
ended June 30, 2013 and 2014, respectively. Thease in absolute dollars was primarily a resuét 0.8 million increase in contingent
retention-based bonuses incurred in connection tivéHonia acquisition (see Note 4 to the Conde@ausolidated Financial Statements), anc
a $0.7 million increase in amortization expensat#ngible assets primarily related to a softwaseapurchased in November 2013. The
increase was also due to a $0.5 million increagersonnetlelated costs associated with the hiring of add#@l@ustomer support employee:
support our overall growth and the retention ofghafessional services employees from the loniaia@gpn, a $0.3 million increase in hosting
costs associated with managing our data centerba@stihg of our services as a result of an incrgabeth the number of customers using our
services and the total number of devices that atteddo our services and a $0.3 million increasexbernal professional fees.

Research and Development ExpenBesearch and development expenses increased $tloh nair 15%, from $6.9 million for the
three months ended June 30, 2013 to $8.0 milliothie® three months ended June 30, 2014. As a pgageof revenue, research and
development expenses were 17% and 15% for the thoe¢hs ended June 30, 2013 and 2014, respectiMadyincrease in absolute dollars
primarily due to a $1.1 million increase in perselrelated costs, a $0.2 million increase in haméveand software maintenance costs, a $0.1
million increase in travel-related costs, a $0.1iom increase in employee training expenses, afid. & million increase in rent expense. These
were offset by a $0.5 million decrease in contiridemus expense related to the Xively and Bold sitipns, which were accrued for and paid
prior to the three months ended June 30, 2



Sales and Marketing ExpenseSales and marketing expenses increased $8.9mithr 38%, from $22.6 million for the three
months ended June 30, 2013 to $31.1 million forttihee months ended June 30, 2014. As a perceofageenue, sales and marketing
expenses were 55% and 56% for the three monthsiehohe 30, 2013 and 2014, respectively. The inergaabsolute dollars was primarily
due to a $3.5 million increase in marketing prog@rsts and a $3.4 million increase in personneiteel and recruiting costs, including salary,
wages, commissions, bonus and benefits and taxnegpmsts, from the hiring of additional employesupport our growth in sales and
expand our marketing efforts. The total increassailes and marketing expense was also due to ar#lidh increase in external professional
fees, a $0.5 million increase in credit card tratiea fees primarily related to an increase in eroterce orders, a $0.2 million increase in
travel-related costs, a $0.1 million increase it expense, a $0.1 million increase in hardwaresafiivare maintenance costs, and a $0.1
million increase in depreciation expense. Inclubtethe personnel-related and recruiting costs$#i6.6 million increase in stock compensation
expense.

General and Administrative Expens€&g&neral and administrative expenses increasedillidn, or 17%, from $6.4 million for th
three months ended June 30, 2013 to $7.4 milliothi® three months ended June 30, 2014. As a gagznof revenue, general and
administrative expenses were 16% and 14% for tteetimonths ended June 30, 2013 and 2014, resggcilie increase in absolute dollars
was primarily due to a $1.3 million increase ingmmel-related and recruiting costs, includingrsalaages, bonus and benefits and tax
expense, as we increased the number of generaldmuhistrative employees to support our overalighoas well as a $0.3 million increase in
legal fees associated with general corporate-kiat&iters. Included in the increase in personratee and recruiting costs is a $0.9 million
increase in stock-based compensation expense. Thetewere offset by a $0.4 million decrease galléees associated with the current statu:
of the 01 Communique litigation as well as a $0illion decrease in acquisition-related legal fees.
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Amortization of IntangiblesAmortization of intangibles was $0.2 million and.$0nillion for the three months ended June 30, 201
and 2014, respectively. The increase in amortiragfdintangibles for the three months ended Jun@3D4 is related to the intangible assets
acquired in the lonia acquisition in March 2014.

Interest and Other Income, (Expense) Naterest and other income, (expense) net was egpaihapproximately $43,000 and
income of $0.4 million for the three months endedel30, 2013 and 2014, respectively. The increaseprimarily related to a $0.4 million
increase in foreign currency gains.

Income TaxedNe recorded a provision for federal, state andijoréxcome taxes of approximately $1.2 million andenefit of
$0.2 million for the three months ended June 3@32ind 2014, respectively. We recorded a beneétrasult of a loss before income taxes
incurred by the Company in the United States whitbet profits generated in certain foreign jurddtins, primarily our Irish subsidiaries,
which are subject to significantly lower tax ratiean the U.S. statutory rate. At each balance stetet we assess the likelihood that deferred
tax assets will be realized, and recognize a viaallowance if it is more likely than not thatnse portion of the deferred tax assets will nc
realized. This assessment requires judgment &etlikelihood and amounts of future taxable incdmeax jurisdiction. As of December 31,
2013 and June 30, 2014, we maintained a full vadoatllowance related to the deferred tax assetaiofHungarian subsidiary. This entity has
historical losses and we concluded it was not rlibedy than not that these deferred tax assetsesizable.

Net (Loss) IncoméVe recognized a net loss of $1.4 million for theethmonths ended June 30, 2013 compared to neh&ob
$1.3 million for the three months ended June 32420

For the three months ended June 30, 2014, reverteased $14.3 million while cost of revenue inseeb$2.6 million, operating
expenses increased $10.8 million, other incomeeam®d $0.4 million, and our tax provision decred&ed million, resulting in approximately
a $2.7 million increase in net income.

The $14.3 million increase in revenue is primadie to an increase in revenue from new custometadd-on revenues from our
existing customer base. For the three months ehateel 30, 2014, we experienced significant growtiotal sales and total subscribers
attributable to continued increased sales of joénpro, our premium collaboration service, and tatsgic decision to discontinue offering
LogMeln Free, our free remote access service, wtattsed former LogMeln Free users to transitiogitteer our premium remote access
service, LogMeln Pro, or our premium IT managenpeotuct, LogMeln Central.

The $2.6 million increase in cost of revenue israriily due to a $0.8 million increase in contingbahus expense, related to the
lonia acquisition, a $0.7 million increase in armeation expense, primarily related to a softwargeapurchased in November 2013, a $0.4
million increase in personnel-related costs, intigdalary, wages, bonus, benefits and tax experiserily related to the lonia acquisition, a
$0.3 million increase in costs to manage our datdess and the hosting of our services and a $0lidmincrease in external professional fe

The $10.8 million increase in operating expensgsimarily due to a $5.2 million increase in pensehrelated costs, including a
$1.5 million increase in stock-based compensatd3.5 million increase in marketing programs, &$0illion increase in external
professional fees, a $0.5 million increase in dredid transaction fees, a $0.3 million increaskanel-related costs, a $0.3 million increase in
hardware and software maintenance costs, a $0lidmiihcrease in legal fees associated with germnadorate-related matters, a $0.2 million
increase in rent expense, a $0.1 million increastepreciation and a $0.1 million increase in airation expense related to the lonia
acquisition. These costs were offset by a $0.4ianillecrease in legal fees due to the currentsstsftthe 01 Communique litigation.

The $1.4 million decrease in our tax provisionrisnarily due to losses before taxes incurred inlhéed States which offset
increased profitability in certain foreign jurisdans, primarily our Irish subsidiaries, which abject to significantly lower tax rates than the
U.S. statutory rate.

Six Months Ended June 30, 2013 and 2014

Revenue Revenue increased $25.9 million, or 33%, from.$7¥8illion for the six months ended June 30, 261 $104.0 million fo
the six months ended June 30, 2014. The majoritg@fncrease was attributable to an increasevientge from new customers, as our total
number of subscribers increased significantly duthe period. The increase in revenue from newooosts and in our total number of
subscribers was attributable to continued increaaéss of join.me pro, our premium collaboratiorviee, and our strategic decision to
discontinue offering LogMeln Free, our free remateess service, to instead focus our marketingdsped efforts on our faster growing free
services, specifically join.me. As a result of tbieinge, we experienced significant growth in teédés and total subscribers as former
LogMeln Free users transitioned to either our premiemote access service, LogMeln Pro, or our pramiT management product, LogMeln
Central. We believe that the majority of LogMelre€users that will convert to LogMeln Pro or LogMe€lentral subscribers converted during
the three months ended March 31, 2014.

Cost of Revenu€ost of revenue increased $4.3 million, or 47%ii$9.2 million for the six months ended June 30,2t
$13.5 million for the six months ended June 302 a percentage of revenue, cost of revenuel@¥#sand 13% for the six months ended
June 30, 2013 and 2014, respectively. The incrieaaksolute dollars was primarily due to a $1.lliomlincrease in amortization expense
related to a software asset purchased in Noveniid, s well as a $1.0 million increase in hostiagts associated with managing our data
centers and hosting our services as a result ofcaease in both the number of customers usingetices and the total number of devices



connected to our services.
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The increase was also due to a $0.9 million in@@asontingent retention-based bonuses incurredimmection with the lonia acquisition (see
Note 4 to the Condensed Consolidated FinanciaéS=nts), a $0.7 million increase in perso-related costs, including salary, wages, bonus
and benefits and tax, recruiting and relocationease, as we increased the number of customer dugpployees to support our overall gro
and retained professional services employees fhenhania acquisition, a $0.4 million increase itegral professional fees, a $0.1 million
increase in rent expense and a $0.1 million ineré@adardware and software maintenance costs.dadlin the increase in personnel-related
costs is a $0.1 million increase in stock-basedpmmation expense.

Research and Development ExpenBesearch and development expenses increased 3o nair 3%, from $14.3 million for the
six months ended June 30, 2013 to $14.7 milliortHersix months ended June 30, 2014. As a percefagvenue, research and developmer
expenses were 18% and 14% for the six months ehdwsei30, 2013 and 2014, respectively. The incrieaslesolute dollars was primarily due
to a $1.3 million increase in personnel-relatedsaacluding salary, wages, bonus and benefitstaxndecruiting and relocation expense, a
$0.2 million increase in travel-related costs, @2%@illion increase in hardware and software maiatee costs, a $0.1 million increase in rent
expense and a $0.1 million increase in employéeitigaexpense. These costs were offset by a $dlmdecrease in contingent bonus
expense related to the Xively and Bold acquisitiovisich were accrued for and paid in their entinatipr to February 2014, a $0.3 million
increase in costs related to internally developmdputer software to be sold as a service whichim@sgred during the application
development stage and therefore capitalized réitfzer expensed, as well as a $0.3 million decreastck-based compensation expense.

Sales and Marketing ExpenseSales and marketing expenses increased $15i6mibr 36%, from $43.1 million for the six
months ended June 30, 2013 to $58.8 million forstkenonths ended June 30, 2014. As a percentagvefiue, sales and marketing expense
were 55% and 57% for the six months ended Jun2®I(B and 2014, respectively. The increase in absdiilars was primarily due to a $6.0
million increase in marketing program costs and® $nillion increase in personnel-related costsluiting salary, wages, commissions,
recruiting and relocation, bonus and benefits andekpense costs, from the hiring of additional leyges to support our growth in sales and
expand our marketing efforts. The total increassailes and marketing expense was also due to arlligh increase in credit card transaction
fees primarily related to an increase in e-commerders, a $0.8 million increase in external prei@sal fees, a $0.5 million increase in rent
expense, a $0.4 million increase in travel-relatests, a $0.3 million increase in hardware andasoft maintenance costs, a $0.2 million
increase in telecom expense, a $0.2 million inaéasiepreciation expense and a $0.1 million irexxéa employee training expense.

General and Administrative Expens€eneral and administrative expenses decreasedr#ah, or 21%, from $17.9 million for
the six months ended June 30, 2013 to $14.1 mifborthe six months ended June 30, 2014. As a ptage of revenue, general and
administrative expenses were 23% and 14% for thenseinths ended June 30, 2013 and 2014, respectiMedydecrease in absolute dollars
primarily due to a $5.2 million decrease in legsdd associated with the current status of the @dn@mique litigation and the $1.2 million
expense associated with the Pragmatus License wgreten April 2013. These were offset by a $1.8ionlincrease in personnel-related and
recruiting costs, including salary, wages, bonus lzenefits and tax expense, as we increased thberushgeneral and administrative
employees to support our overall growth, a $0.3ionilincrease in legal fees associated with germradorate-related matters, a $0.1 million
increase in external professional fees, a $0.Ianilhcrease in rent expense, a $0.1 million ingeda audit and tax fees, a $0.1 million
increase in hardware and software maintenance andt$0.1 million increase in travel and employa@ing expense. Included in the increase
in personnel-related and recruiting costs is a $iildon increase in stock-based compensation espen

Amortization of IntangiblesAmortization of intangibles was $0.4 million and.S@nillion for the six months ended June 30, 2013
and 2014, respectively. The increase in amortinatfdintangibles for the six months ended June2BQ4 is primarily related to intangible
assets acquired in the lonia acquisition in Mar@h4

Interest and Other Income, (Expense) Naterest and other income, (expense) net was irafrapproximately $0.8 million and
$0.5 million for the six months ended June 30, 2848 2014, respectively. The decrease was primaafifited to a $0.3 million decrease in
foreign currency gains.

Income TaxedlNe recorded a provision for federal, state andiforencome taxes of approximately $1.2 million fbe six months
ended June 30, 2013, on a loss before income tX&%9 million. We recorded a provision as a restilncome generated in the United State:
for which federal and state taxes were recordeddtition, we incurred losses in certain foreigmsjdictions where there was no correspont
benefit. We recorded a provision for federal, statel foreign income taxes of approximately $0.Bioni for the six months ended June 30,
2014 on income before taxes of $2.8 million resgliin an effective tax rate of approximately 18%ir ®ffective tax rate is lower than the U.S.
federal statutory rate of 35% primarily due to kxsgefore taxes incurred in the United States disawdy earnings in certain foreign
jurisdictions, primarily our Irish subsidiaries, igh are subject to significantly lower tax rateanttthe U.S. statutory rate. At each balance ¢
date, we assess the likelihood that deferred tsstasvill be realized, and recognize a valuatitowalnce if it is more likely than not that some
portion of the deferred tax assets will not beireal. This assessment requires judgment as tdkilénbod and amounts of future taxable
income by tax jurisdiction. As of December 31, 2@H8 June 30, 2014, we maintained a full valuadibmwance related to the deferred tax
assets of our Hungarian subsidiary. This entityHis®rical losses and we concluded it was not rlikedy than not that these deferred tax
assets are realizable.

Net (Loss) IncoméVe recognized a net loss of $7.2 million for thersionths ended June 30, 2013 compared to net incbme
$2.3 million for the six months ended June 30, 2014

For the six months ended June 30, 2014, revenuedsed $25.9 million while cost of revenue incrde®& 3 million, operatin



expenses increased $12.4 million, other incomeedesed $0.3 million, and our tax provision decre&&d million, resulting in
approximately a $9.5 million increase in net income
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The $25.9 million increase in revenue is primadle to an increase in revenue from new customefsdd-on revenues from our
existing customer base. For the six months endee 30, 2014, we experienced significant growttotaltsales and total subscribers
attributable to continued increased sales of jognpmo, our premium collaboration service, and d@atsgic decision to discontinue offering
LogMeln Free, our free remote access service, wtattsed former LogMeln Free users to transitiogitteer our premium remote access
service, LogMeln Pro, or our premium IT managenpentiuct, LogMeln Central.

The $4.3 million increase in cost of revenue isnarilly due to a $1.1 million increase in amortiaatexpense related to a software
asset purchased in November 2013, a $1.0 milliorease in costs to manage our data centers ambstiag of our services, a $0.9 million
increase in contingent bonus payments relatedetdothia acquisition and a $0.7 million increas@émsonnel-related costs, including salary,
wages, bonus, benefits and tax expense primatéyeetto the lonia acquisition. Additionally, ineses in cost of revenue were related to a
million increase in external professional feesPd $nillion increase in rent expense and a $0.lianiincrease in hardware and software
maintenance costs.

The $12.2 million increase in operating expensgsimarily due to a $7.2 million increase in pensehrelated costs, including a
$1.7 million increase in stock-based compensatd.0 million increase in marketing programs, & $iillion increase in credit card
transaction fees, a $0.9 million increase in extkepnofessional fees, a $0.7 million increase it Bxpense, a $0.7 million increase in travel-
related costs, a $0.6 million increase in hardveau software maintenance costs, a $0.3 millioreim®e in employee training expense, $0.3
million legal fees associated with general corporatated matters, a $0.2 million increase in miecelated costs associated with the increas
in personnel, a $0.2 million increase in depregragxpense, a $0.2 million increase in amortizadipense primarily related to the intangible
assets acquired in the lonia acquisition in Mar@h@and a $0.1 million increase in accounting axd¢es. These were offset by a $5.2 mil
decrease in litigation-related fees and a $1.Aanilkxpense associated with the Pragmatus Licegseefnent in April 2013.

The $0.7 million decrease in our tax provisionrisnarily due to losses before taxes incurred inWinéded States which offset
increased profitability in certain foreign juristdans, primarily our Irish subsidiaries, which atbject to significantly lower tax rates than the
U.S. statutory rate.

Liquidity and Capital Resources

The following table sets forth the major sourced ases of cash for each of the periods set fortmbén thousands):

Six Months Ended June 30

2013 2014
Net cash provided by operatic $ 12,91 $ 45,40:
Net cash used in investing activiti (7,627 (13,289
Net cash used in financing activiti (15,25%) (200)
Effect of exchange rate chang (889 (349
Net (decrease) increase in ci $ (10,859 $ 31,57

At June 30, 2014, our principal source of liquiditgis cash and cash equivalents and short-term tabtkesecurities totaling $221.0 million.

Cash Flows From Operating Activities

Net cash inflows from operating activities durithg tsix months ended June 30, 2013 were primatiljpatable to non-cash
operating expenses, including $10.3 million forcktoompensation and $3.6 million for depreciatiod amortization. The net cash inflows
from operating activities were also attributablet$8.1 million increase in deferred revenue assediwith the increase in subscription sales
orders and customer growth, a $3.6 million decré@asecounts receivable and a $0.4 million incréaseecounts payable and accrued
liabilities. These were offset by a $3.4 milliortiease in prepaid expenses and other current aaedta $1.8 million increase in other assets.
The increase in prepaid expenses and other cuassets is associated with a $4.3 million increagegepaid taxes offset by a $0.4 million
decrease in prepaid rent for our Boston office @$@.4 million decrease in other prepaid experdas.increase in other assets is attributak
a $1.8 million increase in lorterm prepaid rent for our Boston offic



Net cash inflows from operating activities durihg tsix months ended June 30, 2014 were attributalde23.4 million increase in
deferred revenue associated with upfront paymeisapily received from our customers. The increiaseet cash inflows from operating
activities was also attributable to a $2.6 millaecrease in accounts receivable, a $0.7 millioreas® in other long-term liabilities and a $0.4
million increase in accounts payable. These welisebby a $1.3 million decrease in accrued ligbgitand a $1.0 million increase in prepaid
expenses and other current assets. Included in¢hease in other long-term liabilities is a $0.®ion increase in accrued rent related to the
expansion of the leased space and extension ¢étimeof the lease for our Budapest, Hungary oféigace, a $0.2 million increase in conting
bonus payments associated with the lonia acquiséowell as a $0.2 million increase in uncertainpositions. The decrease in accrued
liabilities is primarily due to a $2.7 million dezase in accrued bonuses related to the paymeiscaf 2013 management plan bonuses in
January 2014, offset by a $1.0 million increasadorued marketing spend and a $0.4 million incrégasecrued vacation. The $1.0 million
increase in prepaid expenses and other currertsasggimarily related to the reclassificationagportion of the security deposit for our Bos
Massachusetts office space, which will be retutioeaks in April 2015 from long-term restricted castshort-term restricted cash. Additionally,
included in cash inflows from operating activite® add-backs of non-cash expense items, incl@&li@g? million for stock compensation and

$5.5 million for depreciation and amortization. \&gect that our future cash flows from operatingyées will be impacted by the contingent
payments associated with the lonia acquisition.
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Cash Flows From Investing Activities

Net cash used in investing activities for the sontins ended June 30, 2013 was primarily relatqgghyonents of $6.5 million for
property and equipment primarily related to theamgion and upgrade of our data center capacityexpansion and upgrade of our internal IT
infrastructure and the relocation of our corpofaadquarters to Boston. Net cash used in inveatitigities also related to $0.9 million in
intangible asset additions related to internallyadeped software and the purchase of domain namésrademarks as well as the purchase of
$60.4 million of marketable securities offset bpgeeds of $60.0 million from redemption and mayuwit marketable securities.

Net cash used in investing for the six months enlied 30, 2014 was primarily related to a $7.4iomlpayment to acquire lonia
March 2014 and $4.3 million of payments to purchaeperty and equipment primarily related to thpamsion and upgrade of our data cente
capacity, the expansion and upgrade of our intdinalfrastructure and expansion of our officest Mash used in investing activities also
related to $1.3 million in intangible asset additdagelated to internally developed software.

Cash Flows From Financing Activities

Net cash used in financing activities for the siantis ended June 30, 2013 was primarily relat&d 46 million for the purchase
of treasury stock as well as $0.9 million for pdytaxes paid related to vesting of restricted ktonits, offset by $0.3 million in proceeds
received from the issuance of common stock uponceseeof stock options.

Net cash used in financing activities for the siantihs ended June 30, 2014 was primarily relat&bt® million for the purchase of
treasury stock as well as $3.6 million for paytaeites paid related to vesting of restricted statksuoffset by $10.3 million in proceeds
received from the issuance of common stock upornceseeof stock options.

While we believe that our current cash and caslivatgnts will be sufficient to meet our working d@band capital expenditure
requirements for at least the next twelve monthesyvay 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 coithyeepressures or to acquire complemen
products, businesses or technologies. If we edeltditional financing may not be available in ameumton terms that are favorable to us, if at
all. If we raise additional funds through the issteof equity or convertible debt securities, ousting stockholders could suffer significant
dilution, and any new equity securities we issugldtave rights, preferences and privileges supésithose of holders of our common stock.

During the last three years, inflation and changiriges have not had a material effect on our lassirand we do not expect that
inflation or changing prices will materially affecur business in the foreseeable future.

Key Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldleasures in Commission Filingsléfines and prescribes the condition
use of non-GAAP financial information. We have greed the following non-GAAP measures in accordamite this standard. We believe
that these non-GAAP measures of financial resutisige useful information to management and inuasstegarding certain financial and
business trends relating to our financial conditon results of operations. Management uses tles6&AAP measures to compare our
performance to that of prior periods and uses thessgsures in financial reports prepared for managénsnd our board of directors. We
believe that the use of these non-GAAP financighsnees provides an additional tool for investorsde in evaluating ongoing operating
results and trends and in comparing our financighsares with other software-as-a-service compamiasy of which present similar non-
GAAP financial measures to investors.

In addition to our condensed consolidated finanstiaiements prepared in accordance with GAAP, t®, d&e have considered the
following non-GAAP financial measures to be keyigadors of our financial performance:

. “Non-GAAP Operating Incomeyhich we define as GAAP operating income less agitjoin related costs and amortizati
stock compensation expense, and patent litigattaiad expense

. “Adjusted EBITDA,” which we define as GAAP inow, less interest income and other expense (rretisgon for income
taxes, depreciation and amortization expenses,sitiqn related costs, stock compensation expearse patent litigation
related expense

. “Non-GAAP Provision for income taxes,” which wefine as GAAP provision for income taxes lesstéxeimpact from
acquisition related costs amortization, stock camspéion expense, patent litigation related expermsestax benefits
associated with the reversal of a valuation allovea

. “Non-GAAP Net income,” which we define as No®&P income before provision for income taxes lessiN6AAP
provision for income taxes; al
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. “Non-GAAP Diluted net income per share,” whieke define as Non-GAAP net income divided by dilutegrage weighted
shares outstandin

The expenses described below have been excludedofiuio GAAP results to arrive at our non-GAAP measugs outlined above:

Acquisition related costs and amortizatiaiate to costs associated with acquisitions @lliettual property and businesses and
include legal costs, contingent retention bonuselsthe amortization of intangible assets.

Acquisition related cost®late to costs associated with the acquisitioriateflectual property and businesses and incladallcost
and contingent retention bonuses.

Stock compensation expemskates to stock-based compensation awards grémtaa executive officers, employees, and outside
directors.

Patent litigation related expensedate to costs associated with the defense atidraent of patent infringement claims brought
against us (see Note 10 to the Condensed Conslit@hancial Statements).

Tax benefits related to the reversal of a valuattlowancerelate to the reversal of a valuation allowanceregjaertain foreign
deferred tax assets (see Note 7 to the Condensesbiiitated Financial Statements).

Depreciation and amortization expensekate to costs associated with the depreciatiagnaamortization of fixed and intangible
assets.

Interest income and other expense (income)ralates to the interest earned on outstanding lcalsimces during the period as well
as foreign currency, realized and unrealized, gairislosses as a result of mutirrency settlements occurring during the periodl @eriod en
translation adjustments.

Income tax (benefit) expensaates to the total income tax levied based on 8A@come during the period.

We consider our non-GAAP financial measures angdfertain financial and operating metrics impdrtarunderstanding our
historical results, improving our business, benatiking our performance against peer companies, dewtifying current and future trends
impacting our business.

The exclusion of certain expenses in the calculationon-GAAP financial measures should not be traes as an inference that
these costs are unusual or infrequent. We antipatiuding these expenses in future presentabibosr non-GAAP financial measures. We
believe that these non-GAAP measures of finaneslilts provide useful information to managementiamestors regarding certain financial
and business trends related to our financial camdénd results of operations.

We do not consider these non-GAAP measures intisolar as an alternative to financial measuresrdgined in accordance with
GAAP. The principal limitation of these non-GAAR{incial measures is that they exclude significkrhents that are required to be recordec
in our financial statements pursuant to GAAP. Ididn, they are subject to inherent limitationslasy reflect the exercise of judgments by
management in determining these non-GAAP finamoigdsures. In order to compensate for these limitsatimanagement presents our non-
GAAP financial measures in connection with our GA%Bults. We urge investors to review the recaatbiln of our non-GAAP financial
measures to the comparable GAAP financial measutgsh we have included in this Form 10-Q and in jpress releases announcing our
quarterly financial results, and not to rely on aimgle financial measure to evaluate our busir



Reconciliation tables of the most comparable GA#kRricial measures to the non-GAAP measures aremegbas follows (in

thousands, except share and per share data):

Non-GAAP Income from Operations
GAAP (Loss) Income from Operations
Add Back:
Stoclk-based compensation expel
Patent litigation related expens
Acquisition related costs and amortizat

Non-GAAP Operating Incom

For the Three Months Ended

For the Six Months Ended

June 30, June 30,
2013 2014 2013 2014
$ (129 $ 782 $ (6,759 $ 2,38(
5,11 6,71: 10,28: 12,15!
56¢ 181 6,63¢ 244
1,141 2,012 2,211 3,152

$ 6,70 $ 9,68

$ 1237 ¢ 17,92
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Adjusted EBITDA
GAAP Net (Loss) Income
Add Back:
Stocl-based compensation expel
Patent litigation related expens
Acquisition related cost

Interest income and other expense (income)

Income tax (benefit) expen
Depreciation and Amortization exper

Adjusted EBITDA

Non-GAAP Net Income
GAAP Net (Loss) Income
Add Back:
Stocl-based compensation expel
Patent litigation related expens
Acquisition related costs and amortizat
Less:
Income Tax Effect of N.-GAAP items

Non-GAAP Net Income

Non-GAAP earnings per shar¢
GAAP diluted (loss) earnings per share
Add Back:
Stocl-based compensation expel
Patent litigation related expens
Acquisition related costs and amortizat
Less:
Income Tax Effect of Nc-GAAP items

Non-GAAP earnings per sha

Shares used in computing diluted net income pees

Off-Balance Sheet Arrangements

We do not engage in any off-balance sheet finanaatiyities, nor do we have any interest in ergitieferred to as variable interest

entities.
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For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2014 2013 2014

$ (1360 $ 133 $ (7.16) $  2,33¢

5,117 6,71¢ 10,28: 12,15;
56¢ 181 6,63¢ 24/
632 75€ 1,19¢ 1,05¢

43 (379 (774) (45€)

1,19¢ (175) 1,18¢ 502

1,89; 3,027 3,59¢ 5,49¢

$ 8,08 $ 11,45 $ 1495 $ 21,32

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2014 2013 2014

$ (1,360 $ 133 $ (7,160 $ 2,33/

5,117 6,71¢ 10,28: 12,15:
56¢ 181 6,63 244
1,141 2,01z 2,211 3,15-
(2,20) (2,929 (5,565) (5,077)

$ 326 $ 731 $ 6,39 $ 12,80

For the Three Months Ended For the Six Months Ended
June 30, June 30,
2013 2014 2013 2014

$ (009 $ 005 $§ (029 $ 0.0¢

0.21 0.27 0.41 0.4¢
0.0z 0.01 0.27 0.01
0.0< 0.0¢ 0.0¢ 0.17
(0.09) (0.12) (0.22) (0.21)
0.1: 0.2¢ 0.2€ 0.51

24,867,37 25,159,34 25,028,95 24,889,73
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Contractual Obligations

The following table summarizes our contractual gdgions at June 30, 2014 and the effect such dldigmare expected to have on
our liquidity and cash flow in future periods.

Payments Due by Period(in thousands)(J

Less Thar More Than
Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating lease obligations $48,42( $ 6,22¢ $12,02( $11,68. $ 18,49:
Hosting service agreemet 3,052 2,94¢ 10: — —
Total $51,47: $ 9,177 $12,12¢ $11,68. $ 18,49:

(1) Excluded from the table above is $484,000 eeldb uncertain tax positions as we are uncertio ahen a cash settlement for these
liabilities will occur.

The commitments under our operating leases showweatonsist primarily of lease payments for oupooate headquarters loca
in Boston, Massachusetts (see Note 10 to the CeredeBonsolidated Financial Statements), our intienma sales and marketing offices
located in Australia, the United Kingdom, Irelamaldia and our research and development officesunddry as well as our contractual
obligations related to our data centers.

In April 2014, we amended our current lease forBudapest, Hungary office space to provide forxgraasion of leased space and
to extend the term of the lease. The term of thermled lease will begin in July 2014 and extendufhaJune 2019. The aggregate amount of
minimum lease payments to be made over the tettimedease is approximately $7.8 million (EUR 5.Tliom). The amended lease agreement
required a bank guarantee of approximately $483(BQIR 354,000). The bank guarantee is classifie@sisicted cash.

Recent Accounting Pronouncements

On May 28, 2014, the FASB issued ASU 2014-09, Reedrom Contracts with Customers (“ASU 2014-09%)fihal standard on
revenue from contracts with customers. ASU 20141firees a single comprehensive model for entitiegde in accounting for revenue arising
from contracts with customers and supersedes mognt revenue recognition guidance, including stduspecific guidance. The core
principle of the revenue model is that an entigognizes revenue to depict the transfer of promigeatis or services to customers in an ar
that reflects the consideration to which the ergitpects to be entitled in exchange for those goodervices. In applying the revenue mode
contracts within its scope, an entity identifies tontract(s) with a customer, identifies the penfance obligations in the contract, determines
the transaction price, allocates the transactiarefio the performance obligations in the conteard recognizes revenue when (or as) the enti
satisfies a performance obligation. ASU 2014-09iappo all contracts with customers that are wiittie scope of other topics in the FASB
Accounting Standards Codification. Certain of ASQL2-09’s provisions also apply to transfers of muanficial assets, including in-substance
nonfinancial assets that are not an output of éity&nordinary activities (i.e., property plant@dequipment; real estate; or intangible assets).
Existing accounting guidance applicable to theandiers has been amended or superseded. ASU 2CHlded@®quires significantly expanded
disclosures about revenue recognition. ASU 201#@%fective for us on January 1, 2017. We aresnily assessing the potential impact of
the adoption of ASU 2014-09 on our condensed cadeteld financial statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Foreign Currency Exchange Rislour results of operations and cash flows areesiltp fluctuations due to changes in foreign
currency exchange rates as a result of the majofibur research and development expenditures beade from our Hungarian research and
development facilities, and in our internationdesaand marketing offices in the United Kingdom skalia, Ireland, Brazil and India. In the
months ended June 30, 2014, approximately 12%,7%863%, 1%, of our operating expenses occurrediiroperations in Hungary, Ireland,
the United Kingdom, Australia, India, respectivepd less than 1% occurred in Brazil. In the sinthe ended June 30, 2013, approximately
12%, 7%, 3%, 2% of our operating expenses occumredr operations in Hungary, the United KingdoneJdnd, Australia, respectively, and
less than 1% each in India and Brazil, respectively

Additionally, an increasing percentage of our salgside the United States are denominated in lmaaéncies and, thus, also
subject to fluctuations due to changes in foreigmency exchange rates. To date, changes in foreigency exchange rates have not had a
material impact on our operations, and a futurenghaof 20% or less in foreign currency exchangesratould not materially affect our
operations. At this time we do not, but may in filieire, enter into any foreign currency hedginggoamns or instruments that would hedge or
help offset such foreign currency exchange rate ris

Interest Rate Sensitivitinterest income is sensitive to changes in the gdtevel of U.S. interest rates. However, basethen
nature and current level of our cash and cash atgrits and short-term marketable securities, whiehprimarily consisted of cash, money
market instruments, government securities and ageoicds, we believe there is no material risk gfasure to changes in the fair value of our
cash and cash equivalents and marketable secwa#tiasesult of changes in interest rates.
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ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedur®sir management, with the participation of our cleedcutive officer and chief
financial officer, evaluated the effectiveness of disclosure controls and procedures as of Jupn2@®Bt. The term “disclosure controls and
procedures,” as defined in Rules 13a-15(e) and1Bgd} under the Exchange Act, means controls amel 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 nviftbitime periods specified in the SEC's rules famchs. Disclosure controls and
procedures include, without limitation, controlsigarocedures 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 reqgdidésclosure. Management recognizes that
any controls and procedures, no matter how welbdesl and operated, can provide only reasonabieasse of achieving their objectives and
management necessarily applies its judgment iruatiag the cost-benefit relationship of possiblatoals and procedures. Based on the
evaluation of our disclosure controls and proceslaeof June 30, 2014, our chief executive offaret chief financial officer concluded that,
of such date, our disclosure controls and procedweze effective at the reasonable assurance level.

Changes in Internal Control&o changes in our internal control over financedarting (as defined in Rules 13a-15(f) and 15d-15
(f) under the Exchange Act) occurred during thertgpraended June 30, 2014 that have materially ffeor are reasonably likely to materially
affect, our internal control over financial repodi

PART Il. OTHER INFORMATION
Iltem 1. Legal Proceedings

On September 8, 2010, 01 Communique Laboratory, tm®1, filed a complaint that named us as ardéat in a lawsuit in the
U.S. District Court for the Eastern District of ¥inia (Civil Action No. 1:10cv1007) alleging thaevinfringed U.S. Patent No. 6,928,479, or
the ‘479 Patent, which is owned by 01 and has dalirected to a particular application or systenpiwviding a private communication portal
from one computer to a second computer. The comsaiught damages in an unspecified amount anddtije relief. On April 1, 2011, the
U.S. District Court for the Eastern District of ¥inia granted our motion for summary judgment afi4mdringement. The court issued a writ
order regarding this decision on May 4, 2011. Ory 3, 2011, 01 filed a notice of appeal appealirggdourt’s ruling granting summary
judgment. On July 31, 2012, the U.S. Court of Appéar the Federal Circuit vacated the lower ¢'s summary judgment of non-infringement
ruling and remanded the case back to the U.S.i&i€ourt for the Eastern District of Virginia witlevised claim construction. The trial
commenced on March 18, 2013 and on March 26, 20ji8y in the Eastern District of Virginia foundathour products do not infringe th&79
Patent as previously asserted by 01. The countdsauwritten order regarding this decision on Apri2013. On June 26, 2013, the court issue
a written opinion denying all pending post-trial tioas, thereby preserving the jury’s non-infringereerdict. On June 26, 2013, 01 filed a
notice of appeal seeking to appeal the jury’s ndriigement verdict and on July 18, 2013, we fiedotice of cross appeal seeking to appeal
the jury’s decisions regarding invalidity and inequitabledwact. Oral arguments were heard on June 3, 20d4@adune 9, 2014, the U.S Cc
of Appeals for the Federal Circuit affirmed theyfgrnon-infringement verdict.

We are from time to time subject to various legalceedings and claims, either asserted or unadsertech arise in the ordinary course of
business. While the outcome of these other claBnsat be predicted with certainty, management doéeselieve that the outcome of any of
these other legal matters will have a material esbreffect on our consolidated financial statements

Item 1A. Risk Factors

Our business is subject to numerous risks. We @aytu that the following important factors, amanbers, could cause our actt
results to differ materially from those expressefbrward-looking statements made by us or on alnalf in filings with the SEC, press
releases, communications with investors and ortestents. Any or all of our forward-looking statensan this Quarterly Report on Form 10-
Q and in any other public statements we make nraydut to be wrong. They can be affected by inaateuassumptions we might make or by
known or unknown risks and uncertainties. Manydextmentioned in the discussion below will be intgnairin determining future results.
Consequently, no forward-looking statement canuseanteed. Actual future results may differ matdyirom those anticipated in forward-
looking statements. We undertake no obligatiorpttate any forward-looking statements, whether essalt of new information, future events
or otherwise. You are advised, however, to coramujtfurther disclosure we make in our reports fiteith the SEC.

RISKS RELATED TO OUR BUSINESS
We may be unable to maintain profitability.

We reported a net loss of $7.7ionilffor fiscal 2013, primarily due to patent litigan related expenses. For the six months ended
June 30, 2014, we reported net income of $2.3anillHowever, given our operating history, we carb®tertain that we will be able to
maintain this profitability in the future. Our grdlwin revenue and customer base may not be sustajrend we may not achieve sufficient
revenue to achieve or maintain profitability. Weynirecur significant losses in the future for a nienbf reasons, including, but not limited to,
unforeseen expenses, operating difficulties, corafitns and delays or due to the other risks desdtrin this report. Accordingly, we may not
be able to maintain our profitability, and we magur significant losses for the foreseeable future.
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Assertions by a third party that our services aralgions infringe its intellectual property, whethieor not correct, could subject us to
costly and time-consuming litigation or expensivednses.

There is frequent litigation in the software anchteology industries based on allegations of infeimgnt or other violations of
intellectual property rights. We have been, and mae future be, subject to third party patefiingement or other intellectual property-
related lawsuits as we face increasing competdimhbecome increasingly visible. Regardless ofiteat of these claims, they can be time-
consuming, result in costly litigation and diversiaf technical and management personnel or reqgite develop a non-infringing technology
or enter into license agreements. There can beswrance that such licenses will be available epeable terms and conditions, if at all, and
although we have previously licensed proprietacht®logy, we cannot be certain that the ownersitsign such technology will not be
challenged, invalidated or circumvented. For thresesons and because of the potential for courtdsathat are difficult to predict, it is not
unusual to find even arguably unmeritorious clagetled for significant amounts. In addition, marfyur service agreements require us to
indemnify our customers from certain third-partteitectual property infringement claims, which abidcrease our costs as a result of
defending such claims and may require that we payadjes if there were an adverse ruling relatedyaach claims. These types of claims
could harm our relationships with our customersedtiture customers from subscribing to our sa&wior expose us to further litigation. Th
costs, monetary or otherwise, associated with digfignagainst third party allegations of infringerheauld have negative effects on our
business, financial condition and operating results

For additional information please refer to Parttem 1 entitled “Legal Proceedings” and Note 1@haf Condensed Consolidated
Financial Statements.

A reversal of the non-infringement verdict renderéa our patent infringement dispute with 01 Commuqnie Laboratory, Inc. could
have an adverse impact on our business, financiahdition and operating results.

We have been defending against a patent infringeoiaim brought against us by 01 Communique Latooyainc., or 01, in the
Eastern District of Virginia since September 204Gury in the Eastern District of Virginia has fodithat our products do not infringe U.S.
Patent No 6,928,479 and on June 9, 2014, the L&t Gf Appeals for the Federal Circuit affirmee flary’s non-infringement verdict. At this
time, we do not believe that a loss is probablevaademain unable to reasonably estimate our patdiatbility, if any, in connection with this
matter. However, any reversal of the non-infringatnerdict or any continuation of this matter cobl’e a material adverse effect on our
business, financial condition and results of openast

If the security of our customers’ confidential infonation stored in our systems is breached or othsevsubjected to unauthorized
access, our reputation may be harmed, and we magXysed to liability and a loss of customers.

Our systems store our customers’ confidential imi@tion, which may include credit card informatiascount and device
information and other critical data. Any accideraalvillful security breaches or other unauthorizegess could expose us to liability for the
loss of such information, time consuming and expeniitigation and other potential liabilities, a®ll as negative publicity. Many states have
also enacted laws requiring companies to notifjvddals of data security breaches involving thegrsonal data. These mandatory disclosure
regarding a security breach often lead to widespremative publicity, which may cause our custon@fese confidence in the effectiveness
of our data security measures.

Additionally, techniques used by computer hackers @ber criminals to obtain unauthorized acceds sabotage systems change
frequently and generally are difficult to recogn@® react to. Our services and systems, incluttiegystems of our outsourced service
providers, have been and may in the future contiaue the target of various forms of cyber-attagmksh as DNS attacks, wireless network
attacks, viruses and worms, malicious softwareliegipn centric attacks, peer-to-peer attackssipinig attempts, backdoor trojans and
distributed denial of service (DDoS) attacks. Whilke make significant efforts to maintain the segueind integrity of our services and
computer systems, our cybersecurity measures anclytiersecurity measures taken by our third-paats denter facilities may be unable to
anticipate, detect or prevent all attempts to camyse our systems. Any security breach, whetheressful or not, could harm our reputation,
subject us to lawsuits and other potential lialelitand ultimately could result in the loss of ousérs.

If our services are used to commit fraud or othemdlar intentional or illegal acts, we may incur gnificant liabilities, our services me
be perceived as not secure and customers may dutagtop using our services.

Certain services we provide enable direct rematescto third-party computer systems. We do natrabtine use or content of
information accessed by our customers through emices. If our services are used to commit fraudtber bad or illegal acts, including, but
not limited to, posting, distributing or transmiigi any software or other computer files that cangavirus or other harmful component,
interfering or disrupting third-party networks, iimiging any third party’s copyright, patent, tradek trade secret or other proprietary rights ol
rights of publicity or privacy, transmitting any lawful, harassing, libelous, abusive, threateninggar or otherwise objectionable
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material, or accessing unauthorized third-partadat may become subject to claims for defamatiegligence or intellectual property
infringement and subject to other potential lidlgh. As a result, defending such claims couldxXpeersive and time-consuming, and we could
incur significant liability to our customers anditwlividuals or businesses who were the targestiof acts. As a result, our business may <
and our reputation may be damaged.

We depend on search engines to attract a significparcentage of our customers, and if those seagtigines change their listings or
increase their pricing, it would limit our abilityto attract new customers.

Many of our customers locate our website throughideengines, such as Google. Search engines itypicavide two types of
search results, algorithmic and purchased listiagd,we rely on both types. Algorithmic listingsioat be purchased and are determined and
displayed solely by a set of formulas designedheysearch engine. Search engines revise theiithligerfrom time to time in an attempt to
optimize search result listings. If the search pagion which we rely for algorithmic listings madiheir algorithms in a manner that reduces
the prominence of our listing, fewer potential cusérs may click through to our website, requirisgairesort 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 negafieets on our financial condition.

If we are unable to attract new customers to ounsgees on a cost-effective basis, our revenue aadults of operations will be
adversely affected.

We must continue to attract a large number of ensts on a cost-effective basis, many of whom haitereviously used cloud-
based, remote-connectivity solutions. We rely aadety of marketing methods to attract new cust@me our services, such as paying
providers of online services and search engineadwoertising space and priority placement of oubpsite in response to Internet searches. Ou
ability to attract new customers also depends erctmpetitiveness of the pricing of our servicésur current marketing initiatives are not
successful or become unavailable, if the cost ofi snitiatives were to significantly increase, bour competitors offer similar services at lo
prices, we may not be able to attract new customeis cost-effective basis and, as a result, cigrmege and results of operations would be
adversely affected.

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

We sell our services pursuant to agreements teajemerally one year in duration. Our customer® mavobligation to renew their
subscriptions after their subscription period eapjrand these subscriptions may not be reneweteogaime or on more profitable terms. As a
result, our ability to grow depends in part on suipgion renewals. We may not be able to accurgisdyglict future trends in customer renew
and our customers’ renewal rates may decline otifate because of several factors, including segisfaction 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 dpaathase 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 casters, our revenue and financial results will be tmaed.

A significant portion of our user base utilizes services free of charge through our free sernacdeee trials of our premium
services. We seek to convert these free and siisuto paying customers of our premium servidesurirate of conversion suffers for any
reason, our revenue may decline and our businegsufizr.

If our efforts to build a strong brand identity araot successful, we may not be able to attractetain subscribers and our operating
results may be adversely affected.

We believe that building and maintaining a strorgni identity plays an important role in attractamgl retaining subscribers to our
services, who may have other options from whicakttain their remote connectivity services. In ordebuild a strong brand, we believe that
we must continue to offer innovative remote conwégtservices that our subscribers value and enfging, and also market and promote tt
services through effective marketing campaignsmmtions and communications with our user base. Rihoe-to-time, subscribers may
express dissatisfaction with our services or reagatively to our strategic business decisiond) siscchanges that we make in pricing, feature
or service offerings, including the discontinuan€®ur free services. To the extent that user difsation with our services or strategic
business decisions is widespread or not adequatielsessed, our overall brand identity may suffer asma result our ability to attract and re
subscribers may be adversely affected, which cadlersely affect our operating results.

Our business strategy includes acquiring or investiin other companies, which may divert our managem's attention, result in
additional dilution to our stockholders and consunnesources that are necessary to sustain our busfe

Our business strategy includes acquiring compleangiservices, technologies or businesses. We akgoemter into relationships
with other businesses to expand our portfolio ofises or our ability to provide our services imdign jurisdictions, which could involve
preferred or exclusive licenses, additional chasmnéHistribution, discount pricing or investmeirtother companies. Negotiating these
transactions can be time-consuming, difficult arpemsive, and our ability to close these transastinay often be subject to conditions or
approvals that are beyond our control. Consequgeththge transactions, even if undertaken and ameaolimay not clost
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An acquisition, investment or new business relatdm may result in unforeseen operating difficsli@ad expenditures. In
particular, we may encounter difficulties assinifigtor integrating the businesses, technologiesjypts, personnel or operations of the
acquired companies, particularly if the key perssmf the acquired company choose not to work &itiie company’s software is not easily
adapted to work with ours or we have difficultyaieing the customers of any acquired businessaubkanges in management or otherwise.
Acquisitions may also disrupt our business, diveirtresources and require significant manageméstain that would otherwise be available
for development of our business. Moreover, thecgrdied benefits of any acquisition, investmeribusiness relationship may not be realized
or we may be exposed to unknown liabilities. Fog onmore of those transactions, we may:

. issue additional equity securities that would dilatir stockholder:
. use cash that we may need in the future to operatbusiness

. incur debt on terms unfavorable to us or that veeusrable to repa
. incur large charges or substantial liabiliti

. encounter difficulties retaining key employeéshe acquired company or integrating diversevearf codes or business
cultures; anc

. become subject to adverse tax consequences, stidisti@preciation or deferred compensation chai

Any of these risks could harm our business andatjpey results.

We expect that integrating an acquired company’sogtions may present challenges.

The integration of an acquired company requiregrapother things, coordination of administrativees and marketing,
accounting and finance functions and expansionfofination and management systems. Integrationpnaye to be difficult initially due to
the necessity of coordinating geographically sepaseganizations and integrating personnel witlpaliate business backgrounds and corpora
cultures. We may not be able to retain key empley#an acquired company. Additionally, the proa&sstegrating a new product or service
may require a disproportionate amount of time atehéion of our management and financial and otbsources. Any difficulties or problems
encountered in the integration of a new produceasvice could have a material adverse effect orbasiness.

The integration of an acquired company may costentlzain we anticipate, and it is possible that wieimgur significant additional
unforeseen costs in connection with the integratiah may negatively impact our earnings.

In addition, we may only be able to conduct limitkee diligence on an acquired company’s operatibokowing an acquisition,
we may be subject to unforeseen liabilities arigiogn an acquired company’s past or present omarsitiThese liabilities may be greater than
the warranty and indemnity limitations we negoti#&ay unforeseen liability that is greater thansta@varranty and indemnity limitations could
have a negative impact on our financial condition.

Even if successfully integrated, there can be samasce that our operating performance after anisitign will be successful or
will fulfill management’s objectives.

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

We host our services and serve all of our custorfinens seven third-party data center facilities eckethroughout the world. We do
not control the operation of these facilities. Tweners of our data center facilities have no obidgato renew their agreements with us on
commercially reasonable terms, or at all. If wewamable to renew these agreements on commercéglonable terms, we may be required to
transfer to new data center facilities, and we mayr significant costs and possible service inggtion in connection with doing so.

Any changes in third-party service levels at oundzenters or any errors, defects, disruptiongluergperformance problems with
our services could harm our reputation and may denoar customergiusinesses. Interruptions in our services mighigedur revenue, cat
us to issue credits to customers, subject us tenpiat liability, cause customers to terminate itisebscriptions or harm our renewal rates.

Our data centers are vulnerabldaimage or interruption from human error, intentidrsa acts, pandemics, earthquakes, hurricane:
floods, fires, war, terrorist attacks, power los¢esdware failures, systems failures, telecommnatitos failures and similar events. At least
of our data facilities is located in an area kndamseismic activity, increasing our susceptibilitythe risk that an earthquake could
significantly harm the operations of these fa@hti The occurrence of a natural disaster or aofdaetrorism, or vandalism or other miscondi
a decision to close the facilities without adequadtice or other unanticipated problems could tasukengthy interruptions in our services.

Failure to comply with data protection standards snaause us to lose the ability to offer our custaa credit card payment option
which would increase our costs of processing cuséwrarders and make our services less attractiveuo customers, the majority of
which purchase our services with a credit card.

Major credit card issuers have adopted data piiotestandards and have incorporated these stanuoddeir contracts with us.



we fail to maintain our compliance with the datatpction and documentation standards adopted bmm#jer credit card issuers €
applicable to
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us, these issuers could terminate their agreemtitsis, and we could lose our ability to offer @ustomers a credit card payment option.
Most of our individual and SMB customers purchaseservices online with a credit card, and our bhess depends substantially upon our
ability to offer the credit card payment option.yAloss of our ability to offer our customers a étedrd payment option would make our
services less attractive to them and hurt our lessinOur administrative costs related to custoragment processing would also increase
significantly if we were not able to accept cregditd payments for our services.

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

We market and sell a significant amount of our mewto SMBs. SMBs are challenging to reach, aegaid retain in a cost-
effective manner. To grow our revenue quickly, westradd new customers, sell additional servicexigting customers and encourage
existing customers to renew their subscriptiondlirgeto and retaining SMBs is more difficult thaelling to and retaining large enterprise
customers because SMB customers generally:

. have high failure rate:

. are price sensitive

. are difficult to reach with targeted sales campsi

. have high churn rates in part because of the sfdheir businesses and the ease of switching@syanc

e generate less revenues per customer and per ttiams.

In addition, SMBs frequently have limited budgetsl anay choose to spend funds on items other thasesuices. Moreover, SMI
are more likely to be significantly affected by aomic downturns than larger, more established coegaand if these organizations
experience economic hardship, they may be unwillingnable to expend resources on IT.

If we are unable to market and sell our serviceSNiBs with competitive pricing and in a cost-effeetmanner, our ability to grow
our revenue quickly and become profitable will lagrhed.

We may not be able to respond to rapid technolobdsanges with new services, which could have a eni@l adverse effect on our
sales and profitability.

The cloud-based, remote-connectivity services ntaskeharacterized by rapid technological changsfent new service
introductions and evolving industry standards. @hility to attract new customers and increase regdrom existing customers will depend in
large part on our ability to enhance and improveentsting services, introduce new services anidrsel new markets. To achieve market
acceptance for our services, we must effectiveticgrate and offer services that meet changingatust demands in a timely manner.
Customers may require features and capabilitigsotiracurrent services do not have. If we fail ewelop services that satisfy customer
preferences in a timely and cost-effective manoer ability to renew our services with existing ttumsers and our ability to create or increase
demand for our services will be harmed.

We may experience difficulties with software deyeteent, industry standards, design or marketingdbald delay or prevent our
development, introduction or implementation of reswices and enhancements. The introduction ofseewices by competitors, the
emergence of new industry standards or the devedapof entirely new technologies to replace exgsarvice offerings could render our
existing or future services obsolete. If our sezgibecome obsolete due to wide-spread adoptiolteohative connectivity technologies our
ability to generate revenue may be impaired. Intamdd any new markets into which we attempt td eat services, including new countries or
regions, may not be receptive.

If we are unable to successfully develop or acquéw services, enhance our existing services foipate and meet customer
preferences or sell our services into new marketsrevenue and results of operations would beradeaffected.

The markets in which we participate are competitivéth low barriers to entry, and if we do not come effectively, our operating
results may be harmed.

The markets for remote-connectivity solutions ammpetitive and rapidly changing, with relativelyddarriers to entry. With the
introduction of new technologies and market ensiawe expect competition to intensify in the futureaddition, pricing pressures and
increased competition generally could result irucedl sales, reduced margins or the failure of erwices to achieve or maintain widespread
market acceptance. Often we compete against exiséirvices that our potential customers have ajre@tle significant expenditures to
acquire and implement.

Certain of our competitors offer,neay in the future offer, lower priced, or freepgucts or services that compete with our services.
This competition may result in reduced prices asdlastantial loss of customers for our services i@duction in our revenue.

Our services compete with large, established catopgtike Citrix Systems, WebEXx (a division of €sSystems), Microsoft, IBM
Apple, Google and Adobe. Certain of our services abmpete with smaller competitors such as NTRaJdteamViewer, Splashtop, Bomg



LivePerson, Dropbox, BOX and SugarSync. Many ofaxinal and potential competitors enjoy competitideantages over us,
such as greater name recognition, longer operaisigries, more varied services and larger margdiindgets, as well as greater financial,
technical and other resources. In addition, manyuofcompetitors have established marketing reiatigps and access to larger customer b

and have major distribution agreements with coasist, system integrators and resellers. If we atalble to compete effectively, our
operating results will be harmed.
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Industry consolidation may result in increased costjiion.

Some of our competitors have made or may make sitiguis or may enter into partnerships or otheatsgic relationships to offe
more comprehensive service than they individuadlgl bffered. In addition, new entrants not currentipsidered to be competitors may enter
the market through acquisitions, partnershipsmategic relationships. We expect these trends mtiree as companies attempt to strengthe
maintain their market positions. Many of the coniparriving this trend have significantly greatixahcial, technical and other resources thal
we do and may be better positioned to acquire #iedd complementary services and technologies. Tmepanies resulting from such
combinations may create more compelling serviceroffis and may offer greater pricing flexibilityathwe 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 r@sudtsubstantial loss of customers or a redudtiaur revenues.

Original equipment manufacturers may adopt solutisprovided by our competitors.

Original equipment manufacturers may in the fuseek to build the capability for rematennectivity solutions into their produc
We may compete with our competitors to sell ouvises to, or partner with, these manufacturers. @hility to attract and partner with these
manufacturers will, in large part, depend on theagetitiveness of our services. If we fail to attracpartner with, or our competitors are
successful in attracting or partnering with, thesmufacturers, our revenue and results of opesatiauld be affected adversely.

Our quarterly operating results may fluctuate in ¢hfuture. As a result, we may fail to meet or exddbe expectations of research
analysts or investors, which could cause our stgeice to decline.

Our quarterly operating results may fluctuate assalt of a variety of factors, many of which atgside of our control. If our
quarterly operating results or guidance fall betbe expectations of research analysts or invedtuesprice of our common stock could decline
substantially. Fluctuations in our quarterly opmgtesults or guidance may be due to a numbeaabfs, including, but not limited to, those
listed below:

. our ability to renew existing customers, increasesto existing customers and attract new custs

. the amount and timing of operating costs arpitabexpenditures related to the operation, maiatee and expansion of our
business

. 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;

. our ability to successfully implement strategicibess model change

. the timing and success of new application and semvitroductions and upgrades by us or our congrst
. changes in sales compensation plans or organizhstmcture

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

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

. general economic, industry and market conditiortstanse conditions specific to Internet usage arithe businesse:
. litigation, including class action litigation, inleng our company, our services, or our generaligtd;

. the purchasing and budgeting cycles of our custsr

. the financial condition of our customers; &

. geopolitical events such as war, threat of waemotist acts

We believe that our quarterly revenue and operagsglts may vary significantly in the future ahdttperiod-to-period
comparisons of our operating results may not benmgéul. You should not rely on past results asratication of future performance.

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

Ensuring that we have adequate internal financidlaccounting controls and procedures in placéaovwe can produce accurate
financial statements on a timely basis is a caatly time-consuming effort. Our internal controleofinancial reporting is a process designed
to provide reasonable assurance regarding théoilélieof financial reporting and the preparatiohfimancial statements in accordance with
generally accepted accounting principles in thetdéhStates of America. In addition, Section 40thefSarbanes-Oxley Act of 2002, or the
Sarbanes-Oxley Act, requires an annual managenssassment of the effectiveness of our internalrotsbver financial reporting and a
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report from our independent registered public antiog firm addressing the effectiveness of ourrimé controls over financial reporting. We
have documented, tested and improved, to the em&m@ssary, our internal controls over financipbréng for the year ended December 31,
2013. If in the future we are not able to complyhwthe requirements of Section 404 of the Sarb&ndsy Act in a timely manner, or if as part
of our process of documenting and testing our ivglecontrols over financial reporting, we or oudépendent registered public accounting firr
identify deficiencies or areas for further attentand improvement, implementing appropriate chatgesir internal controls may distract our
officers and employees, entail substantial costaddify our existing processes and take signifi¢temé to complete. These changes may not,
however, be effective in maintaining the adequéayun internal controls, and any failure to mainttiat adequacy, or consequent inability to
produce accurate financial statements on a timesdysh could increase our operating costs and harrbusiness. In addition, investors’
perceptions that our internal controls are inadexjoathat we are unable to produce accurate finhstatements on a timely basis may harm
our stock price and make it more difficult for wseffectively market and sell our services to new axisting customers.

We provide minimum service level commitments to soohour customers, the failure of which to meetutd cause us to issue credits
for future services or pay penalties, which couligsificantly harm our revenue.

Some of our customer agreements now, and may ifuthee, provide minimum service level commitmerggarding items such as
uptime, functionality or performance. If we are bleato meet the stated service level commitmentshiese customers or our services suffer
extended periods of unavailability, we are or maycbntractually obligated to provide these cust@meéth credits for future services or pay
other penalties. Our revenue could be significaintigacted if we are unable to meet our servicel leeemitments and are required to provide
a significant amount of our services at no cogiay other penalties. We do not currently have asgnves on our balance sheet for these
commitments.

If we fail to manage our growth effectively, we mag unable to execute our business plan, maintaigthlevels of service or address
competitive challenges adequately.

For the last three fiscal years, our revenue hawmgifrom $119.5 million in 2011 to $138.8 million 2012 and to $166.3 million in
2013. For the six months ended June 30, 2014, parted revenue of $104.0 million. Our growth heacpld, and may continue to place, a
significant strain on our managerial, administratigperational, financial and other resources. Wténid to further expand our overall business
customer base, headcount and operations both deailgsand internationally. Creating a global orgamion and managing a geographically
dispersed workforce will require substantial mamaget effort and significant additional investmenbur infrastructure. We will be requirec
continue to improve our operational, financial amanagement controls and our reporting procedurgésvemmay not be able to do so
effectively. As such, we may be unable to managesgpenses effectively in the future, which mayatagly impact our gross profit or
operating expenses in any particular quarter.

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

We plan to continue to expand our work force baimdstically and internationally to increase ourteoer base and revenue. We
believe that there is significant competition foratified personnel with the skills and technicabluledge that we require. Our ability to achi
significant revenue growth will depend, in largetpan our success in recruiting, training andireta sufficient numbers of personnel to
support our growth. New hires require significaairting and, in most cases, take significant tiraeote they achieve full productivity. Our
recent hires and planned hires may not becomeoatsigive 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.

Our sales cycles for enterprise customers can belainpredictable and require considerable time aexpense, which may cause our
operating results to fluctuate.

The timing of our revenue from sales to enterpeisstomers is difficult to predict. These effortquize us to educate our customers
about the use and benefit of our services, incytie technical capabilities and potential costregs/to an 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 enteepsisles efforts without any assurance that ourtsfeill produce any sales. In addition,
service subscriptions are frequently subject tagetidonstraints 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 hescould fall short of public expectations and
business, operating results and financial conditimnd be adversely affected.

Our long-term success depends, in part, on our @pito expand the sales of our services to custosriecated outside of the United
States, and thus our business is susceptible tksri@ssociated with international sales and operato

We currently maintain offices aral/é sales personnel outside of the United Sta@si@nexpanding our international operations.
Our international expansion efforts may not be sasful. In addition, conducting international opiers subjects us to new risks that we have
not generally faced in the United States. Thedes iiizclude:

. localization of our services, including traria into foreign languages and adaptation for lpecactices and regulatory
requirements
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. lack of familiarity with and unexpected changegareign regulatory requirement

. longer accounts receivable payment cycles anccdiffes in collecting accounts receivak
. difficulties in managing and staffing internatiomgerations

. fluctuations in currency exchange rat

. potentially adverse tax consequences, inclutiegcomplexities of foreign value added or otlagrdystems and restrictions
on the repatriation of earning

. dependence on certain third parties, including nbhpartners 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 busderd complexities

. political, social and economic instability abrogetrorist attacks and security concerns in genarad

. reduced or varied protection for intellectual pnapeights in some countrie

Operating in international markets also requirgsificant management attention and financial resesirThe investment and
additional resources required to establish operatemd manage growth in other countries may natym® desired levels of revenue or
profitability.

Adverse economic conditions or reduced IT spendingy adversely impact our revenues and profitability

Our business depends on the overall demand fondiToa the economic health of our current and pratspecustomers. The use of
our service is often discretionary and may invavemmitment of capital and other resources. Weak@&mic conditions in the United States,
European Union and other key international econsmiay affect the rate of IT spending and could esblg impact our customers’ ability or
willingness to purchase our services, delay prasgecustomers’ purchasing decisions, reduce theevar duration of their subscription
contracts, or affect renewal rates, all of whichlddhave an adverse effect on our business, opgregsults and financial condition.

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

We rely on a combination of copyright, service marademark and trade secret laws, as well as demtiality procedures and
contractual restrictions, to establish and protectproprietary rights, all of which provide onlynited protection. In addition, we have six
issued patents and eleven patents pending, andewe the process of filing additional patents. gé@mnot assure you that any patents will it
from our currently pending patent applications imanner that gives us the protection that we séakall, or that any future patents issued to
us will not be challenged, invalidated or circumtezh Any patents that may issue in the future fp@nding or future patent applications may
not provide sufficiently broad protection or theyymot prove to be enforceable in actions agaileged infringers. Also, we cannot assure
you that any future service mark or trademark tegfions will be issued for pending or future apations or that any registered service mi
or trademarks will be enforceable or provide adégjpaotection of our proprietary rights.

We endeavor to enter into agreements with our eyegl® and contractors and agreements with partieswiiom we do business to
limit access to and disclosure of our proprietafgimation. The steps we have taken, however, noapmevent unauthorized use or the rev
engineering of our technology. Moreover, others mnagpendently develop technologies that are coitiyeeto ours or infringe our intellectu
property. Enforcement of our intellectual propeights also depends on our successful legal aciigamst these infringers, but these actions
may not be successful, even when our rights haga bdringed.

Furthermore, effective patent, trademark, serviegkmcopyright and trade secret protection maybeoavailable in every country
which our services are available. In addition, ldgal standards relating to the validity, enfordkitgband scope of protection of intellectual
property rights in Internet-related industries aneertain and still evolving.

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

A portion of the technologies we license incorpersi-called “open source” software, and we mayrjpa@te additional open
source software in the future. Open source softigagenerally licensed by its authors or otherdtipiarties under open source licenses. If we
fail to comply with these licenses, we may be stitfje certain conditions, including requirementattive offer our services that incorporate the
open source software for no cost, that we makdablaisource code for modifications or derivativerks we create based upon, incorporating
or using the open source software and/or that eem$ie such modifications or derivative works uriderterms of the particular open source
license. If an author or other third party thatrilimites such open source software were to allegievte had not complied with the condition:
one or more of these licenses, we could be reqtirgttur significant legal expenses defending agfasuch allegations and could be subject t
significant damages, enjoined from the sale ofsmuvices that contained the open source softwateeguired to comply with the foregoing
conditions, which could disrupt the distributiordesale of some of our services.

34



Table of Contents

We rely on third-party software, including serveoftware and licenses from third parties to use patied intellectual property that is
required for the development of our services, whitlay be difficult to obtain or which could causerers or failures of our services.

We rely on software licensed from third partiestfer our services, including server software fristicrosoft and patented third-
party technology. In addition, we may need to abfature licenses from third parties to use inwlial property associated with the
development of our services, which might not balakike to us on acceptable terms, or at all. Arsslof the right to use any software required
for the development and maintenance of our sendgoafd result in delays in the provision of oungegs until equivalent technology is either
developed by us, or, if available, is identifieBfaned and integrated, which could harm our bigsin&ny errors or defects in third-party
software could result in errors or a failure of sarvices which could harm our business.

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

The software applications underlying our serviaesimherently complex and may contain material cksfer errors, particularly
when first introduced or when new versions or eckaments are released. We have from time to timedalefects in our services, and new
errors in our existing services may be detectatiérfuture. Any defects that cause interruptionth&availability of our services could result
in:

. a reduction in sales or delay in market acceptahogr 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, defects or emaaly also be identified from time to time by auternal team and by our
customers. The costs incurred in correcting anyerratdefects or errors in our services may betsmbial and could harm our operating
results.

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

As Internet commerce continues to evolve, increpsgulation by federal, state or foreign governtmérecomes more likely. For
example, we believe increased regulation is lilkelthe area of data privacy, and laws and reguiatapplying to the solicitation, collection,
processing or use of personal or consumer infoomatould affect our customers’ ability to use ahdre data, potentially reducing demand for
our products and services. In addition, taxatioprotlucts and services provided over the Internetteer charges imposed by government
agencies or by private organizations for accessiadnternet may also be imposed. Any regulatiopdsing greater fees for Internet use or
restricting the exchange of information over thieitnet could result in reduced growth or a dedlnghe use of the Internet and could diminish
the viability of our Internet-based services, whichuld harm our business and operating results.

Our software products contain encryption techn@sgcertain types of which are subject to U.S.faneign export control
regulations and, in some foreign countries, retitris on importation and/or use. We have submittgdencryption products for technical
review under U.S. export regulations and have veckihe necessary approvals. Any failure on ourtpatomply with encryption or other
applicable export control requirements could resufinancial penalties or other sanctions underlhS. export regulations, which could harm
our business and operating results. Foreign regylagstrictions could impair our access to techgids that we seek for improving our
products and services and may also limit or redlneelemand for our products and services outsidesof)nited States.

Our operating results may be harmed if we are reul to collect sales or other related taxes for aubscription services in
jurisdictions where we have not historically done.s

Primarily due to the nature of earvices in certain states and countries, we dbelave we are required to collect sales or other
related taxes from our customers in certain s@tesuntries. However, one or more other statepontries may seek to impose sales or othe
tax collection obligations on us, including for paales by us or our resellers and other partAessiccessful assertion that we should be
collecting sales or other related taxes on ouriseswould result in substantial tax liabilities fiast sales, discourage customers from
purchasing our services or otherwise harm our legsimnd operating results.

The loss of key employees or an inability to attrand retain additional personnel may impair our gity to grow our business.

We are highly dependent upon the continued seanceperformance of our executive management taatuding our President
and Chief Executive Officer, as well as other keghnical and sales employees. These key employee®aparty to an employment
agreement with us, and they may terminate employmih us at any time with no advance notice. Téyg@acement of these key employ:



likely would involve significant time and costs,chthe loss of these key employees may significadehay or prevent the
achievement of our business objectives.

We face intense competition for qualified indivithkirom numerous technology, software and manufagjicompanies. For
example, our competitors may be able attract atr@ihra more qualified engineering team by offemmgre competitive compensation packa
If we
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are unable to attract new engineers and retaicuwuent engineers, we may not be able to develdmaaintain our services at the same levels
as our competitors and we may, therefore, losenpiatecustomers and sales penetration in certairkets Our failure to attract and retain
suitably qualified individuals could have an adeee$fect on our ability to implement our businelmpand, as a result, our ability to compete
would decrease, our operating results would suafifer our revenues would decrease.

Our business is substantially dependent on marketnénd for, and acceptance of, the cloud-based mddethe use of software.

We derive, and expect to continue to derive, sulbistity all of our revenue from the sale of cloudsled services. As a result,
widespread acceptance and use of the cloud-basatkelsa model is critical to our future growth andcess. Under the perpetual or periodic
license model for software procurement, users @ftiftware typically run applications on their haatle. Because companies are generally
predisposed to maintaining control of their IT gyss and infrastructure, there may be resistanteetooncept of accessing the functionality
that software provides as a service through a frarty. If the market for cloud-based, softwaraiohs ceases to grow or grows more slowly
than we currently anticipate, demand for our se&wicould be negatively affected.

Growth of our business may be adversely affecteldusinesses, IT support providers or consumers @b adopt remote access, support
and collaboration solutions more widely.

Our services employ new and emerging technologiessmote access, support and collaboration. @getaustomers may hesiti
to accept the risks inherent in applying and rejyam new technologies or methodologies to suppfaditional methods of remote
connectivity. Our business will not be succesdfolir target customers do not accept the use oferapte access and remote support
technologies.

Our success depends on our customers’ continuechksgeed access to the Internet and the continuddhlality of the Internet
infrastructure.

Because our services are designed to work ovdntamet, our revenue growth depends on our cus@rhigh-speed access to the
Internet, as well as the continued maintenancedandlopment of the Internet infrastructure. Thefetdelivery of our services will depend on
third-party Internet service providers to expanghkspeed Internet access, to maintain a reliable nmktwith the necessary speed, data cap
and security, and to develop complementary prodardsservices, including high-speed modems, fovigiiog reliable and timely Internet
access and services. The success of our busingssd$edirectly on the continued accessibility, maiance and improvement of the Interne
a convenient means of customer interaction, asagedin efficient medium for the delivery and disition of information by businesses to tr
employees. All of these factors are out of our muint

To the extent that the Internet continues to exmee increased numbers of users, frequency ofrusenalwidth requirements, the
Internet may become congested and be unable t@sdupp demands placed on it, and its performanceli@bility may decline. Any future
Internet outages or delays could adversely affactbility to provide services to our customers.

RISKS RELATED TO OWNERSHIP OF OUR COMMON STOCK

Ouir failure to raise additional capital or generatifie 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, and we na&yp@ able to obtain additional debt or equity ficiag on favorable terms, if at
all. If we raise additional equity financing, otoskholders may experience significant dilutiorttedir ownership interests, and the per share
value of our common stock could decline. If we egggan debt financing, we may be required to acteis that restrict our ability to incur
additional indebtedness and force us to maintageifpd liquidity or other ratios. If we need addital capital and cannot raise it on acceptabl
terms, we may not be able to, among other things:

. develop or enhance our servic

. continue to expand our development, sales and riagkerganizations
. acquire complementary technologies, products oinkbsses

. expand our operations, in the United States ornatéonally;

. hire, train and retain employees;

. respond to competitive pressures or unanticipaiding capital requirement

Our stock price may be volatile, and the marketqariof our common stock may drop in the future.

Prior to the completion of our initial public offag, or IPO, in July 2009, there was no public neafior shares of our common
stock. During the period from our IPO until July, 2014, our common stock has traded as high a$$4fd as low as $15.15. An active,
liquid and orderly market for our common stock nmay develop or be sustained, which could depressrétuling price of our common stock.
Some of the factors that may cause the market pfioer common stock to fluctuate incluc



fluctuations in our quarterly financial resultstbe quarterly financial results of companies pemeito be similar to ut
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. fluctuations in our recorded revenue, even durieggals of significant sales order activi

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

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

. changes in market valuations of similar compar

. announcements regarding changes to our currefon@d products or service

. success of competitive products or servii

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

. announcements by us or our competitors of sigmifisarvices, contracts, acquisitions or strateljj@nees;
. regulatory developments in the United States, fpreiountries or bott

. litigation, including class action litigatiomvolving our company, our services, or our gengraiistry, including
announcements regarding developments -going litigation matters

. 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 markadigons.

In addition, if the market for technology stocksloe stock market in general experiences a logsvektor confidence, the trading
price of our common stock could decline for reasam®lated to our business, financial conditiomesults of operations. If any of the
foregoing occurs, it could cause our stock prickatioand may expose us to class action lawsués #wen if unsuccessful, could be costly to
defend and a distraction to management.

A significant portion of our total outstanding shas may be sold into the public market at any timéjch could cause the market pri
of our common stock to drop significantly, evendfir business is doing well.

If our existing stockholders sell a large numbesiwdires of our common stock or the public markatgiees that such existing
stockholders might sell shares of common stockirdding price of our common stock could declirgngicantly.

If securities or industry analysts do not publishi oease publishing research or reports about usr business or our market, or if they
publish a negative report or change their recommarions regarding our stock adversely, our stockgaiand trading volume could
decline.

The trading market for our common stock is influethdy the research and reports that industry argexs analysts publish about
us, our business, our market or our competitorgnyf of the analysts who cover us or may covenube future publish a negative report or
change their recommendation regarding our stockrmealy, or provide more favorable relative recomdagions about our competitors, our
stock price would likely decline. If any analystevbovers us or may cover us in the future wereetise coverage of our company or fail to
regularly publish reports on us, we could losehiigy in the financial markets, which in turn cautause our stock price or trading volume to
decline.

Our management has broad discretion over the us@worf existing cash resources and might not use sdighds in ways that increase
the value of our common stock.

Our management will continue to have broad disoretio use our cash resources. Our management noghapply these cash
resources in ways that increase the value of omnoan stock.

We do not expect to declare any dividends in theeéeeable future.

We do not anticipate declaring any cash dividendsolders of our common stock in the foreseealileréu Consequently,
stockholders must rely on sales of their commonkssdter price appreciation, which may never ocasrthe only way to realize any future
gains on the value of their shares of our commookst

As a public company, we incur significant additioheosts which could harm our operating results.

As a public company, we incur significant legalc@anting and other expenses, including costs aas®ativith public company
reporting requirements. We also have incurred aiiccantinue to incur costs associated with curresrporate governance requirements,
including requirements under Section 404 and gihevisions of the Sarbar-Oxley Act, as well as rules implemented by the $i&es and



Exchange Commission, or SEC, and The NASDAQ GlSddct Market. The expenses incurred by public amigs for reporting
and corporate governance purposes have increaaethtically. We expect these rules and regulatiorssibstantially increase our legal and
financial compliance costs and to make some aigtsvihore time-consuming and costly. We also exiexste new rules and regulations may
make it more difficult and more expensive for usraintain director and officer liability insuran@md we may be required to accept reduced
policy limits and coverage or incur substantialighter costs to obtain the same or similar covefageiously available. As a result, it may be
more difficult for us to attract and retain qualdiindividuals to serve on our board of directara®our executive officers.
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Certain stockholders could attempt to influence efges within the Company which could adversely affdee Company’s operations,
financial condition and the value of our common stk.

Our stockholders may from time-to-time seek to &ega controlling stake in our company, engageroxy solicitations, advance
shareholder proposals or otherwise attempt to effeenges. Campaigns by stockholders to effectgdsat publicly traded companies are
sometimes led by investors seeking to increasd-steom stockholder value through actions suchremtial restructuring, increased debt,
special dividends, stock repurchases or salesset@sr the entire company. Responding to proxyest®mand other actions by activist
stockholders can be costly and time-consumingugtsrg our operations and diverting the attentibow Board of Directors and senior
management from the pursuit of business strateflesse actions could adversely affect our operatfifinancial condition and the value of our
common stock.

Anti-takeover provisions contained in our certificate mfcorporation and bylaws, as well as provisions@élaware law, could impair
takeover attempt.

Our certificate of incorporation, bylaws and Delagiw contain provisions that could have the ¢ftéaendering more difficult ¢
discouraging an acquisition deemed undesirableubyoard of directors. Our corporate governanceigmnts include provisions:

. authorizing blank check preferred stock, whiolild be issued with voting, liquidation, divideadd other 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 call &ibring business before special meetings and madakon by written conse
in lieu of a meeting

. requiring advance notice of stockholder propofar business to be conducted at meetings oftmakholders and for
nominations of candidates for election to our bazrdirectors;

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

. providing the board of directors with the exgg@ower to postpone previously scheduled annuetings and to cancel
previously scheduled special meetin

. limiting the determination of the number ofeditors on our board of directors and the fillingratancies or newly created
seats on the board to our board of directors therffice; anc

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

As a Delaware corporation, we are also subjectdwigpions of Delaware law, including Section 203w Delaware General Corporation law,
which prevents some stockholders holding more fl# of our outstanding common stock from engagingeirtain business combinations
without approval of the holders of substantiallycdlour outstanding common stock. Any provisioroof certificate of incorporation or bylay
or Delaware law that has the effect of delayingeterring a change in control could limit the ogpaity for our stockholders to receive a
premium for their shares of our common stock, anddalso affect the price that some investorsaalitng to pay for our common stock.

Item 2. Unregistered Sales of Equity Securities andse of Proceeds
(a) Sales of Unregistered Securit
We did not sell any unregistered securities inttilnee and six months ended June 30, 2014.
(b) Use of Proceed

We did not receive any proceeds from the sale ofgiatered securities in the three and six montlde@ June 30, 2014.
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(c) Purchases of Equity Securiti

Maximum
Number (or
Approximate
Total Dollar Value)
Number of
Shares of Shares tha
Purchased
as Part of may yet be
Total Publicly Purchased
Number Average Announced Under the
of Shares Price Plans or Plans or
Period Purchasec per Share Programs(1; Programs(1)
April 1, 2014 — April 30, 2014 14,60( $ 39.2¢ 14,60( 30,447,64
May 1, 2014— May 31, 201¢ 1,911 39.9¢ 1,911 30,371,25
June 1, 201— June 30, 201 30,00( 46.3¢€ 30,00( 28,980,59
Total 46,51: $ 43.8¢ 46,51:

(1) Effective August 13, 2013, we replaced our pres $25 million share repurchase program withva $80 million share repurchase

program (See Note 8 to the Condensed Consolidateah&al Statements). As of June 30, 2014, we pavehased an aggregate of

639,911 shares pursuant to our $50 million shagrerchase progran

Item 6. Exhibits

The exhibits listed in the Exhibit Index immedigtpreceding the exhibits are filed (other than bithi32.1 and 32.2) as part of this Quarterly

Report on Form 10-Q and such Exhibit Index is ipooated herein by reference.
39



Table of Contents

SIGNATURES

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

LOGMEIN, INC.

Date: July 25, 2014 By: /s/ Michael K. Simon

Michael K Simor
President and Chief Executive Officer
(Principal Executive Officer

Date: July 25, 2014 By: /s/ James F. Kelliher

James F. Kellihe
Chief Financial Officer
(Principal Financial Officer
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EXHIBIT INDEX
Listed and indexed below are all Exhibits filedoast of this report.

Exhibit

No.

311
31.2
32.1

32.2

101

Description
Certification of Chief Executive Officer pursuant$ection 302 of the Sarba-Oxley Act of 2002 by Chief Executive Office

Certification of Chief Financial Officer pursuant $ection 302 of the Sarba-Oxley Act of 2002 by Chief Financial Office

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks+@ct of 2002, by Chief
Executive Officer

Certification pursuant to 18 U.S.C. Section 13%0adopted pursuant to Section 906 of the Sarbarks+@ct of 2002, by Chief
Financial Officer.

The following materials from LogMeln, Inc.’s QuattieReport on Form 10-Q for the quarter ended Bhe2014, formatted in
XBRL (Extensible Business Reporting Language)th® Condensed Consolidated Balance Sheets, (iifl&wmed Consolidated
Statements of Operations, (iii) the Condensed Qateted Statements of Comprehensive Income, (#)dbndensed Consolidated
Statements of Cash Flows, and (v) Notes to Conde@sesolidated Financial Statemet
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Exhibit 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECURITIES EXCHANGE ACT RULES 13a-14(a) AND 15d-146), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

[, Michael K. Simon, certify that:
1. I have reviewed this Quarterly Report on ForrL6f LogMeln, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dén#ttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgading the reliability of financial reporting atfie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presenteisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in thegegnt's internal control over financial reportititat occurred during the registrant’s mos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabm that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing 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 regisfeaability to record, process, summarize and refioancial information; and

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

Date: July 25, 2014

/s/ Michael K. Simon
Michael K. Simor
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-146), AS ADOPTED
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, James F. Kelliher, certify that:
1. I have reviewed this Quarterly Report on Forrl6f LogMeln, Inc.;

2. Based on my knowledge, this report does notador@ny untrue statement of a material fact or dnfttate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainirsgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act Rules 13a-15
(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgibsidiaries, is made known to us by
others within those entities, particularly duriig period in which this report is being prepared;

(b) Designed such internal control over financggarting, or caused such internal control overrfaial reporting to be designed under
our supervision, to provide reasonable assuramgadiang the reliability of financial reporting atiie preparation of financial statements
for external purposes in accordance with geneeabepted accounting principles;

(c) Evaluated the effectiveness of the registradisslosure controls and procedures and presentesisi report our conclusions about the
effectiveness of the disclosure controls and pros] as of the end of the period covered by #psnt based on such evaluation;

(d) Disclosed in this report any change in thegegnt's internal control over financial reportititat occurred during the registrant’s mos
recent fiscal quarter (the registrantourth fiscal quarter in the case of an annyabr that has materially affected, or is reasopdikély
to materially affect, the registrant’s internal twhover financial reporting; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing 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 regisfeaability to record, process, summarize and refioancial information; and

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

Date: July 25, 2014

/s/ James F. Kelliher
James F. Kellihe
Chief Financial Office




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 FormQ@er the quarterly period ending June 30, 2014agfMeln, Inc. (the “Company”),
as filed with the Securities and Exchange Commissiothe date hereof (the “Report”), I, Michael3{mon, President and Chief Executive
Officer of the Company, certify, pursuant to 18 ICSSection 1350, as adopted pursuant to Secti6roBthe Sarbanes-Oxley Act of 2002, to
my knowledge, that:

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

Dated: July 25, 2014

/sl Michael K. Simon
Michael K. Simor
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 June 30, 2014agfMeln, Inc. (the “Company”),
as filed with the Securities and Exchange Commissinthe date hereof (the “Report”), I, James Hlitar, Chief Financial Officer of the
Company, certify, pursuant to 18 U.S.C. Section01 3% adopted pursuant to Section 906 of the Sash@xley Act of 2002, to my
knowledge, that:

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

Dated: July 25, 2014

/sl James F. Kelliher
James F. Kellihe
Chief Financial Office




