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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q for the fiscal quarter ended June 30, 2015 ("Quarterly Report"), includes “forward-looking statements” within
the meaning of Section 27A of the Securities Act of 1933, as amended, or the Securities Act, and Section 21E of the Securities Exchange Act of 1934, as
amended, or the Exchange Act, which statements are subject to considerable risks and uncertainties. Forward-looking statements include all statements that
are not statements of historical facts contained in this Quarterly Report and can be identified by words such as “anticipates,” “believes,” “seeks,” “estimates,”
“expects,” “intends,” “may,” “plans,” “potential,” “predicts, “projects,” “should,” “could,” “will,” “would” or similar expressions and the negatives of those
expressions. In particular, forward looking statements contained in this Quarterly Report relate to, among other things, our future or assumed financial
condition, results of operations, business forecasts and plans, strategic plans and objectives, product development plans, and capital needs and financing
plans. We caution you that the foregoing list does not include all of the forward-looking statements made in this Quarterly Report.

Forward-looking statements represent our management’s current beliefs and assumptions based on information currently available. Forward-looking
statements involve numerous known and unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements to be
materially different from any future results, performance or achievements expressed or implied by the forward-looking statements. We discuss these risks and
uncertainties in greater detail in the section entitled “Risk Factors” in Part II, Item 1A of this Quarterly Report, as well as in our other filings with the
Securities and Exchange Commission ("SEC"). You should read this Quarterly Report, and the other documents that we have filed with the SEC, with the
understanding that our actual future results may be materially different from the results expressed or implied by these forward-looking statements.

Moreover, we operate in an evolving environment. New risks and uncertainties emerge from time to time and it is not possible for our management
to predict all risks and uncertainties, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors,
may cause actual future results to be materially different from those expressed or implied by any forward-looking statements.

Except as required by applicable law or the rules of the NASDAQ Stock Market or NASDAQ, we assume no obligation to update any forward-
looking statements publicly, or to update the reasons actual results could differ materially from those anticipated in these forward-looking statements, even if
new information becomes available in the future.

We qualify all of our forward-looking statements by these cautionary statements.
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PART I. FINANCIAL INFORMATION
Item 1. Condensed consolidated financial statements

APPFOLIO, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(UNAUDITED)
(in thousands, except par values)

 

  
June 30, 

2015  
December 31, 

2014

Assets     
Current assets     

Cash and cash equivalents  $ 69,924  $ 5,412

Accounts receivable, net  2,524  1,191

Prepaid expenses and other current assets  1,834  1,204

Total current assets  74,282  7,807

Property and equipment, net  3,564  2,623

Capitalized software, net  7,391  5,509

Goodwill  6,737  4,998

Intangible assets, net  5,275  3,615

Other assets  1,047  882

Total assets  $ 98,296  $ 25,434

Liabilities, Convertible Preferred Stock and Stockholders’ Equity (Deficit)     
Current liabilities     

Accounts payable  $ 3,057  $ 2,088

Accrued employee expenses  4,287  3,150

Accrued expenses  5,630  1,721

Deferred revenue  4,256  3,772

Long-term debt—current portion, net  231  —

Other current liabilities  598  2,797

Total current liabilities  18,059  13,528

Long term-debt, net  9,318  —

Deferred revenue  —  8

Other liabilities  440  199

Total liabilities  27,817  13,735

Commitments and contingencies (Note 8)   
Convertible preferred stock, Series A, B, B-1, B-2 and B-3, $0.0001 par value, 68,027 shares authorized, issued and outstanding as of
December 31, 2014. Liquidation preference of $62,020 as of December 31, 2014.  —  63,166

Stockholders’ equity (deficit):     
Preferred stock, $0.0001 par value, 25,000 authorized and no shares issued and outstanding as of June 30, 2015  —  —

Class A common stock, $0.0001 par value, 250,000 shares authorized at June 30, 2015; 6,225 shares issued and outstanding as of June
30, 2015  1  —

Class B common stock, $0.0001 par value, 50,000 and 123,000 shares authorized as of June 30, 2015 and December 31, 2014,
respectively; 26,369 and 9,042 shares issued and outstanding as of June 30, 2015 and December 31, 2014, respectively;  3  1

Additional paid-in capital  130,507  1,546

Accumulated deficit  (60,032)  (53,014)

Total stockholders’ equity (deficit)  70,479  (51,467)

Total liabilities, convertible preferred stock and stockholders’ equity (deficit)  $ 98,296  $ 25,434

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these statements.
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APPFOLIO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(UNAUDITED)
(in thousands, except per share amounts)

 

 Three Months Ended June 30,  Six Months Ended June 30,

 2015  2014  2015  2014

Revenue $18,425  $11,594  $ 34,273  $ 21,428
Costs and operating expenses:        

Cost of revenue (exclusive of depreciation and amortization) 8,109  5,447  15,174  10,133
Sales and marketing 6,239  3,717  11,948  7,207
Research and product development 2,154  1,576  4,163  2,721
General and administrative 3,707  1,485  7,099  2,384
Depreciation and amortization 1,431  886  2,614  1,703

Total costs and operating expenses 21,640  13,111  40,998  24,148
Loss from operations (3,215)  (1,517)  (6,725)  (2,720)
Other expense, net (5)  (29)  (7)  (97)
Interest income (expense), net (243)  11  (275)  37
Loss before provision for income taxes (3,463)  (1,535)  (7,007)  (2,780)
Provision (benefit) for income taxes (63)  —  11  —
Net loss $ (3,400)  $ (1,535)  $ (7,018)  $ (2,780)
Net loss per share, basic and diluted $ (0.36)  $ (0.18)  $ (0.77)  $ (0.32)

Weighted average common shares outstanding, basic and diluted 9,328  8,760  9,122  8,682

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these statements.
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APPFOLIO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CONVERTIBLE
PREFERRED STOCK AND STOCKHOLDERS' EQUITY (DEFICIT)

(UNAUDITED)
(in thousands)

              Additional     
 Convertible   Common Stock  Common Stock  Paid-in  Accumulated   
  Preferred Stock   Class A  Class B  Capital  Deficit  Total
 Shares  Amount   Shares  Amount  Shares  Amount       
Balance December 31, 2014 68,027  $ 63,166   —  $ —  9,042  $ 1  $ 1,546  $ (53,014)  $(51,467)
Exercise of stock options —  —     —  295    318  —  318
Stock-based compensation —  —   —  —  —  —  412  —  412
Conversion of convertible
preferred stock in connection
with our public offering (68,027)  (63,166)   —  —  17,007  2  63,164  —  63,166
Issuance of common stock in
connection with initial public
offering, net of offering costs —  —   6,200  1  —  —  65,067  —  65,068
Issuance of restricted stock —  —   25  —  25  —  —  —  —
Net loss —  —   —  —  —  —  —  (7,018)  (7,018)

Balance June 30, 2015 —  —   6,225  $ 1  26,369  $ 3  $ 130,507  $ (60,032)  $ 70,479

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these statements.
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APPFOLIO, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(UNAUDITED)
(in thousands)

 Six Months Ended June 30,

 2015  2014
Cash from operating activities    
Net loss $ (7,018)  $ (2,780)
Adjustments to reconcile net loss to net cash used in operating activities:    

Depreciation and amortization 2,614  1,703
Amortization of deferred financing costs 31  —
Loss on disposal of property and equipment 13  60
Noncash interest expense 223  —
Stock-based compensation 345  100
Change in fair value of contingent consideration —  4
Loss on equity-method investment —  19
Changes in operating assets and liabilities:  

Accounts receivable (1,222)  (649)
Prepaid expenses and other current assets (608)  (457)
Other assets (83)  12
Accounts payable 883  781
Accrued employee expenses 1,064  154
Accrued expenses 560  322
Deferred revenue 475  513
Other liabilities (84)  294

Net cash (used in) provided by operating activities (2,807)  76
Cash from investing activities    
Purchases of property and equipment (1,510)  (1,247)
Additions to capitalized software (3,155)  (2,036)
Cash paid in business acquisition, net of cash acquired (4,039)  —
Purchases of intangible assets (11)  (6)

Net cash used in investing activities (8,715)  (3,289)
Cash from financing activities    
Proceeds from stock option exercises 318  144
Proceeds from issuance of restricted stock 141  —
Proceeds from issuance of options 208  —
Principal payments under capital lease obligations (15)  (14)
Proceeds from initial public offering, net of underwriting discounts 69,192  —
Payments of initial public offering costs (807)  —
Payment of contingent consideration (2,429)  —
Proceeds from issuance of debt 10,000  —
Principal payments on debt (42)  —
Payment of debt issuance costs (532)  —

Net cash provided by financing activities 76,034  130
Net cash increase (decrease) in cash and cash equivalents 64,512  (3,083)

Cash and cash equivalents    
Beginning of period 5,412  11,269
End of period $ 69,924  $ 8,186
Noncash investing and financing activities    
Purchases of property and equipment included in accounts payable and accrued expenses $ 120  $ 24
Additions of capitalized software included in accrued employee expenses 240  112
Stock-based compensation capitalized for software development 67  23
Debt issuance and other financing costs accrued, not paid 13  —
Initial public offering costs included in accrued expenses 3,317  —
Conversion of convertible preferred stock for common stock in connection with initial public offering 63,166  —
Interest expense paid through drawdown from revolving facility 223  —

The accompanying Notes to Condensed Consolidated Financial Statements are an integral part of these statements.
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APPFOLIO, INC.

NOTES TO CONDENSED CONSOLIDATED UNAUDITED FINANCIAL STATEMENTS

1. Nature of Business

AppFolio, Inc. (“we” or “AppFolio”) provides industry-specific, cloud-based software solutions for small and medium-sized businesses (“SMBs”) in
the property management and legal industries. Our platform is designed to be the system of record to automate essential business processes and the system of
engagement to enhance business interactions between our customers and their clients and vendors. Our mobile-optimized software solutions have a user-
friendly interface across multiple devices, enabling our customers to work at any time and from anywhere. Our property management software provides small
and medium-sized property managers with an end-to-end solution to their business needs, enabling them to manage properties quickly and easily in a single,
integrated environment. Our legal software provides solo practitioners and small law firms with a streamlined practice and case management solution,
allowing them to manage their practices and case load within a flexible system. We also offer optional, but often mission-critical, Value+ services, such as our
professionally designed websites and electronic payment services, which are seamlessly built into our core solutions.

Acquisition of RentLinx

On April 1, 2015, we completed the acquisition of all of the membership interests of RentLinx, LLC (“RentLinx”), a San Diego, California-based
company focused on a software platform that allows customers to advertise rental houses and apartments online. We acquired RentLinx to expand the Value+
services offered to our property manager customers, giving them the ability to better spend, track and optimize their marketing investments. For additional
information regarding this acquisition, refer to Note 3, Acquisition of RentLinx.

Reverse Stock Split

On June 4, 2015, we effected a one-for-four reverse split of our common stock and a proportional adjustment to the conversion ratio of our convertible
preferred stock. The par value and the number of authorized shares of our common stock and convertible preferred stock were not adjusted as a result of the
reverse split. All share, per share and related information presented in these condensed consolidated financial statements and accompanying notes has been
retroactively adjusted, where applicable, to reflect the impact of the reverse stock split, including an adjustment to the preferred stock conversion ratio.

Initial Public Offering

On June 30, 2015, we completed an initial public offering (“IPO”) of our Class A common stock. In connection with the offering, we sold 6,200,000
shares of common stock at $12.00 per share for aggregate net proceeds of $65.1 million after underwriting discounts and commissions and offering expenses.
These proceeds exclude the exercise in full by our underwriters of their option to purchase up to 930,000 additional shares of common stock at the same price
which occurred on July 8, 2015. Upon the closing of the offering, all shares of our convertible preferred stock and common stock held prior to the offering
were converted into shares of Class B common stock.

For additional information regarding the IPO and preferred share conversion, refer to Note 9, Convertible Preferred Stock and Stockholders' Equity
(Deficit).

2. Summary of Significant Accounting Policies

Basis of Presentation and Significant Accounting Policies

The accompanying condensed consolidated financial statements were prepared in accordance with accounting principles generally accepted in the
United States of America (“GAAP”) for interim financial information. Certain information and disclosures normally included in consolidated financial
statements prepared in accordance with GAAP have been condensed or omitted. Accordingly, these condensed consolidated financial statements should be
read in conjunction with our consolidated financial statements and the related notes included in our prospectus filed with the SEC on June 26, 2015 pursuant
to Rule 424(b) of the Securities Act of 1933. The accompanying condensed consolidated financial statements are unaudited. Our unaudited interim condensed
consolidated financial statements have been prepared on a basis consistent with that used to prepare our audited annual consolidated financial statements and
include, in the opinion of management, all adjustments, consisting of normal and recurring items, necessary for the fair statement of the condensed
consolidated financial statements. The operating results for the three and six months ended June 30, 2015 are not necessarily indicative of the results expected
for the full year ending December 31, 2015.
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There have been no significant changes in our accounting policies from those disclosed in our annual consolidated financial statements and the related
notes included in the prospectus referred to above.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and the disclosure of contingent assets and liabilities at the dates of the financial statements, and the reported amounts of
revenues and expenses during the reporting period. Actual results could differ materially from those estimates. On an ongoing basis, management evaluates
its estimates based on historical data and experience, as well as various other factors that management believes to be reasonable under the circumstances, the
results of which form the basis for making judgments about the carrying value of assets and liabilities that are not readily apparent from other sources.

Fair Value Measurements

The following table summarizes our financial assets and liabilities measured at fair value on a recurring basis as of June 30, 2015 and December 31,
2014 by level within the fair value hierarchy. Financial assets and financial liabilities are classified in their entirety based on the lowest level of input that is
significant to the fair value measurement (in thousands):

  June 30, 2015  December 31, 2014

  Level 1  Level 2  Level 3  
Total Fair

Value  Level 1  Level 2  Level 3  
Total Fair

Value

Cash equivalents  $ 69,199  $ —  $ —  $ 69,199  $ 3,696  $ —  $ —  $ 3,696
Total Assets  $ 69,199  $ —  $ —  $ 69,199  $ 3,696  $ —  $ —  $ 3,696
Contingent consideration  $ —  $ —  $ —  $ —  $ —  $ —  $ 2,429  $ 2,429
Total Liabilities  $ —  $ —  $ —  $ —  $ —  $ —  $ 2,429  $ 2,429

As of June 30, 2015 and December 31, 2014, cash equivalents consisted of cash invested in money market funds.

Contingent consideration issued in connection with acquisitions is measured at fair value each period and is based on significant inputs not observable
in the market, which represents a Level 3 measurement within the fair value hierarchy. The valuation of contingent consideration uses assumptions we believe
would be made by a market participant. We assess these estimates on an on-going basis as additional data impacting the assumptions becomes available.
Changes in the fair value of contingent consideration related to updated assumptions and estimates are recognized within general and administrative expense
in the consolidated condensed statements of operations. We determined the fair value of the contingent consideration using the probability weighted
discounted cash flow method. The significant inputs used in the fair value measurement of contingent consideration are the probability of achieving revenue
thresholds and determining discount rates.

The following table summarizes the changes in contingent consideration liability (in thousands):

  Three Months Ended June 30,  Six Months Ended June 30,

  2015  2014  2015  2014

Fair value, at beginning of period  $ 2,429  $ 2,234  $ 2,429  $ 2,403
Change in fair value recorded in general and administrative expenses  —  173  —  4
Payment of contingent consideration  $ (2,429)  $ —  $ (2,429)  —
Fair value, at end of period  $ —  $ 2,407  $ —  $ 2,407

The contingent consideration liability was recorded in other current liabilities on the accompanying condensed consolidated balance sheets as of
December 31, 2014. On May 6, 2015, we paid the final earn-out payment in the amount of $2.4 million.

There were no changes to our valuation techniques used to measure asset and liability fair values on a recurring basis during the six months ended
June 30, 2015.

7
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The carrying amounts of cash equivalents, restricted cash, accounts receivable, accounts payable and accrued liabilities approximate fair value because
of the short maturity of these items. The carrying value of our SecureDocs’ note receivable approximates its fair value based on a discounted cash flow
analysis. The fair value of our long-term debt approximates its fair value as of June 30, 2015 based on rates available to us for debt with similar terms and
maturities, and is a Level 2 measurement.

Certain assets, including goodwill and intangible assets, are also subject to measurement at fair value on a non-recurring basis if they are deemed to be
impaired as a result of an impairment review. For the three and six months ended June 30, 2015, no impairments were identified on those assets required to be
measured at fair value on a non-recurring basis.

Net Loss per Share

The following table presents a reconciliation of our weighted average number of shares used to compute net loss per share (in thousands):

  Three Months Ended June 30,  Six Months Ended June 30,

  2015  2014  2015  2014

Weighted average shares outstanding  9,474  9,013  9,278 8,964
Less: Weighted average unvested restricted shares subject to repurchase  146  253  156 282
Weighted average number of shares used to compute basic and diluted net loss
per share  9,328  8,760  9,122 8,682

Because we reported net losses for all periods presented, all potentially dilutive common stock equivalents are antidilutive for those periods.

The following table presents the number of anti-dilutive shares excluded from the calculation of diluted net loss per share as of June 30, 2015 and 2014
(in thousands):

  June 30,

  2015  2014

Options to purchase common stock  1,141  676
Conversion of convertible preferred stock  —  17,007
Unvested restricted stock awards  158  242
Total shares excluded from net loss per share attributable to common stockholders  1,299  17,925

Comprehensive Loss

ASC 220, Comprehensive Income, establishes standards for the reporting and display of comprehensive loss and its components in the financial
statements. For the three and six months ended June 30, 2015 and 2014, we had no other comprehensive income (loss) items; therefore, comprehensive loss
equals net loss. Accordingly, we have not included a separate statement of comprehensive loss.

Recent Accounting Pronouncements

Under the Jumpstart our Business Startups Act (the “JOBS Act”), we meet the definition of an emerging growth company. We have irrevocably elected
to opt out of the extended transition period for complying with new or revised accounting standards pursuant to Section 107(b) of the JOBS Act.

In May 2014, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2014-09, Revenue from Contracts with Customers (“ASU 2014-
09”), which requires an entity to recognize the amount of revenue to which it expects to be entitled for the transfer of promised goods or services to
customers. ASU 2014-09 will replace most existing revenue recognition guidance in GAAP when it becomes effective. ASU 2014-09 is effective on
January 1, 2018. Early adoption is permitted as of January 1, 2017. The standard permits the use of either a retrospective or cumulative effect transition
method. We have not determined which transition method we will adopt, nor have we determined the effect of this guidance on our financial condition, results
of operations, cash flows or disclosures.
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In April 2015, the FASB issued ASU No. 2015-03, Interest— Imputation of Interest—Simplifying the Presentation of Debt Issuance Costs (“ASU 2015-
03”), which requires an entity to record debt issuance costs in the balance sheet as a direct deduction of a recognized debt liability. ASU 2015-03 is effective
for accounting periods beginning after December 15, 2015; however, early adoption is permitted. During the three and six months ended June 30, 2015, we
elected to adopt this guidance. The impact of the early adoption of this guidance was to record $0.1 million of third-party debt financing costs as a reduction
in the outstanding amount of our term loan from Wells Fargo Bank, N.A.in March 2015. The adoption of this guidance did not impact prior period financial
statements as we had no debt outstanding. For additional information regarding the term loan, refer to Note 7, Long-term Debt.

In May 2015, the FASB issued ASU 2015-09, Financial Services-Insurance (Topic 944): Disclosures about Short-Duration Contracts ("ASU 2015-
09"), requires insurance entities to disclose for annual reporting periods information about the liability for unpaid claims and claim adjustment expenses. ASU
2015-09 is effective for public business entities for annual periods beginning after December 15, 2015, and interim periods within annual periods beginning
after December 15, 2016. Early adoption is permitted. There is no financial impact to adopt this guidance on our financial condition, results of operations or
cash flows as the update is disclosure related.

 

3. Acquisition of RentLinx

On April 1, 2015, we completed the acquisition of all of the membership interests of RentLinx. We paid the sellers $4.1 million, of which $0.5 million
was placed into escrow to cover potential indemnification claims relating to breaches of representations, warranties and covenants. We also agreed to pay an
additional amount of approximately $1.0 million to certain individuals subject to their continued employment with us, which we will record as an expense
over the service period. All transaction costs were expensed in the period incurred and were approximately $0.3 million.

We acquired RentLinx to expand the Value+ services offered to our property manager customers, giving them the ability to better spend, track and
optimize their marketing investments. The goodwill related to our RentLinx acquisition is attributable to synergies expected from the acquisition and
assembled workforce. The goodwill is deductible for income tax purposes.

The following table summarizes the purchase price allocation (in thousands):

 Amount  Estimated Useful Life
Net current assets $ 114   
Intangible assets:    
     Developed technology 810  6 years
     Partner relationships 680  3 years
     Customer and website relationships 560  5 years
     Other intangible assets 170  3 years
     Goodwill 1,739  Indefinite
Purchase consideration, paid in cash $ 4,073   

We are not providing pro forma and present period financial statements for this acquisition as we do not consider this acquisition material to our
condensed consolidated financial statements.
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4. Property and Equipment

Property and equipment consists of the following as of June 30, 2015 and December 31, 2014 (in thousands):
 

  
June 30, 

2015  
December 31, 

2014

Data center and computer equipment  $ 3,568  $ 2,871
Furniture and fixtures  1,470  1,158
Office equipment  376  215
Leasehold improvements  376  333
Construction in process  258  —

Gross property and equipment  6,048  4,577
Less: Accumulated depreciation  (2,484)  (1,954)

Total property and equipment, net  $ 3,564  $ 2,623

Depreciation expense on property and equipment totaled $0.3 million and $0.2 million for the three months ended June 30, 2015 and 2014, respectively
and $0.6 million and $0.4 million for the six months ended June 30, 2015 and 2014, respectively.

As of June 30, 2015 and December 31, 2014, capital leases are included in property and equipment with a cost basis of $82,000. Accumulated
depreciation on property and equipment under capital leases as of June 30, 2015 and December 31, 2014 was $34,000 and $21,000, respectively.

5. Internal-Use Software Development Costs

Internal-use software development costs were as follows (in thousands):
 

  
June 30, 

2015  
December 31, 

2014

Internal use software development costs, gross  $ 17,225  $ 13,931
Less: Accumulated amortization  (9,834)  (8,422)
Internal use software development costs, net  $ 7,391  $ 5,509

Capitalized software development costs were $1.9 million and $1.1 million for the three months ended June 30, 2015 and 2014, respectively, and $3.3
million and $2.1 million for the six months ended June 30, 2015 and 2014, respectively. Amortization expense with respect to software development costs
totaled $0.8 million and $0.5 million for the three months ended June 30, 2015 and 2014, respectively and $1.4 million and $0.9 million for the six months
ended June 30, 2015 and 2014, respectively.

6. Goodwill and Intangible Assets

Goodwill activity for the six months ended June 30, 2015 is as follows (in thousands):

Goodwill as of December 31, 2014 $ 4,998
Addition:  
Acquisition of RentLinx 1,739

Goodwill as of June 30, 2015 $ 6,737

10
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Intangible assets consisted of the following as of June 30, 2015 and December 31, 2014 (in thousands, except years):

  June 30, 2015

  
Gross Carrying

Value  
Accumulated
Amortization  

Net Carrying
Value  

Weighted
Average Useful

Life in Years

Customer relationships  $ 790  $ (155)  $ 635  5.0
Technology  4,810  (1,867)  2,943  6.0
Trademarks  930  (231)  699  9.0
Partner relationships  680  (57)  623  3.0
Non-compete agreements  40  (3)  37  3.0
Domain names  287  (184)  103  5.0
Patents  335  (100)  235  5.0

  $ 7,872  $ (2,597)  $ 5,275  5.9

  December 31, 2014

  
Gross Carrying

Value  
Accumulated
Amortization  

Net Carrying
Value  

Weighted
Average Useful

Life in Years

Customer relationships  $ 230  $ (104)  $ 126  5.0
Technology  4,000  (1,500)  2,500  6.0
Trademarks  800  (180)  620  10.0
Domain names  287  (161)  126  5.0
Patents  324  (81)  243  5.0

  $ 5,641  $ (2,026)  $ 3,615  6.4

 

Amortization expense for the three months ended June 30, 2015 and 2014 was $0.4 million and $0.2 million, respectively and $0.6 million and $0.4
million for the six months ended June 30, 2015 and 2014, respectively.

A summary of the activity within our intangible assets since December 31, 2014 are as follows (in thousands):

 Intangible assets, net at December 31, 2014  $ 3,615
 Additions from the acquisition of RentLinx (Note 3):  2,220
Other additions  11
Amortization  (571)

Intangible assets, net at June 30, 2015  $ 5,275

.
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7. Long-term Debt

The following is a summary of our long-term debt as of June 30, 2015 (in thousands):

  

Principal amounts due under term loan $ 9,959
Less: Debt financing costs (410)
Long-term debt, net of unamortized debt financing costs 9,549
Less: Current portion of long-term debt (231)
Total long-term debt, net of current portion $ 9,318

Credit Facility

On March 16, 2015, we entered into a credit facility (the “Credit Facility”) comprised of a $10.0 million term loan (the “Term Loan”), and a $2.5
million revolving line of credit (the “Revolving Facility”) with Wells Fargo Bank, N.A ("Wells Fargo"). The Revolving Facility also provides for the issuance
of letters of credit up to a sublimit of $0.3 million, subject to customary terms and fees.

Borrowings under the Credit Facility bear interest at a fluctuating rate per annum equal to, at our option, (i) a base rate equal to the highest of (a) the
federal funds rate plus 1/2 of 1%, (b) the London Interbank Offered Rate (“LIBOR”) for a one-month interest period plus 1% and (c) the rate of interest in
effect for such day as publicly announced from time to time by Wells Fargo as its prime rate, in each case plus an applicable margin of 5%, or (ii) LIBOR for
the applicable interest period plus an applicable margin of 6%. The applicable margin is subject to step-downs upon achievement of certain senior leverage
ratios. Interest is due and payable monthly. We are also required to pay an annual fee of ½ of 1% of the unused portion of the Revolving Facility.

We are required to prepay amounts borrowed annually with 50% of any excess cash flow (as defined in the Credit Facility) we generate or from time
to time upon specific events, including the non-ordinary course disposition of assets, the receipt of extraordinary receipts (as defined in the Credit Facility),
the incurrence of indebtedness not otherwise permitted to be incurred, or the receipt of common or preferred stock contributions solely if the issuance of such
stock is to cure financial covenant breaches, if any.

The Credit Facility contains customary negative covenants, including restrictions on our and our subsidiaries’ ability to merge and consolidate with
other companies, incur indebtedness, grant liens or security interests on assets, make acquisitions, loans, advances or investments, pay dividends, sell or
otherwise transfer assets, or enter into transactions with affiliates. Borrowings under the Credit Facility are collateralized by substantially all of our assets.
The Credit Facility requires us to comply with a consolidated minimum EBITDA covenant and a minimum liquidity covenant. Commencing on the later of
April 1, 2016 or the first day of the month following the date we have achieved trailing 12-month EBITDA of at least $3.0 million, we will be required, in
lieu of the foregoing financial covenants, to comply with a fixed charge coverage ratio and a consolidated senior leverage ratio. We were in compliance with
the financial covenants as of June 30, 2015.

As of June 30, 2015, $10.0 million was outstanding under the Term Loan and $0.2 million was outstanding under the Revolving Facility.

In the event we (i) make an optional prepayment of amounts borrowed under the Term Loan, (ii) make a mandatory prepayment of amounts
borrowed under the Term Loan necessitated by non-ordinary course asset dispositions or by impermissible debt issuances, or (iii) permanently reduce or
terminate the Revolving Facility, in each case prior to March 2016, we are required to pay Wells Fargo a prepayment premium of 3% (or 2% if prepayment is
made after a qualifying initial public offering) of the amounts prepaid (in the case of the Term Loan) or permanently reduced or terminated (in the case of the
Revolving Facility). The prepayment premium is 2% on Term Loan amounts prepaid under the circumstances noted above or on amounts of the Revolving
Facility permanently reduced or terminated, in each case between March 2016 and March 2017 and 1% for such prepayments, reductions or terminations
between March 2017 and March 2018. Thereafter, no prepayment premium is applicable.

On July 16, 2015, we made an optional prepayment in full of the Term Loan and we became obligated to pay the related $0.2 million prepayment
premium. Wells Fargo agreed with us that the prepayment premium is not payable until the earlier of September 1, 2015 and the date we terminate the
Revolving Facility in full (the earliest of those dates being referred to as the “Due Date”). Wells Fargo also agreed with us that if we agree to a renegotiated
revolving credit facility with them, and we pay
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them a closing fee of at least $0.1 million in connection with the new revolving credit facility before the Due Date, they will waive the $0.2 million
prepayment premium payable to them for the Term Loan prepayment.

Debt Financing Costs

Debt financing costs are deferred and amortized, using the effective interest method for costs related to the Term Loan and the straight-line method for
costs related to the Revolving Loan. We incurred fees to Wells Fargo attributable to the Term Loan of $0.3 million and other third-party debt financing costs
of $0.1 million, which have been recorded as a reduction of the carrying amount of the Term Loan. Amortization of such costs is included in interest expense.
When the Term Loan is repaid prior to the maturity date, the unamortized debt financing costs will be expensed.

8. Commitments and Contingencies

Lease Obligations

As of June 30, 2015, we had operating lease obligations of approximately $4.2 million through 2020. We recorded rent expense of $0.3 million for the
three months ended June 30, 2015 and 2014, respectively and $0.6 million and $0.5 million for the six months ended June 30, 2015 and 2014, respectively.

Insurance

We have a wholly owned subsidiary, Terra Mar Insurance Company, Inc. (“Terra Mar”), which was established to provide our customers with the option
to purchase tenant liability insurance. If our customers choose to use our insurance services, they are issued an insurance policy underwritten by our third-
party service provider. The policy has a limit of $100,000 per incident for each insured residence. We have entered into a reinsurance agreement with our
third-party service provider and, as a result, we assume a 100% quota share of the tenant liability insurance provided to our customers through our third-party
service provider. We accrue in cost of revenue losses reported claims and an estimate of losses incurred but not reported by our property manager customers,
as we bear the risk related to claims. Our liability for reported claims and incurred but not reported claims as of June 30, 2015 and December 31, 2014 was
$0.2 million and $0.3 million, respectively, and is included in other current liabilities on the condensed consolidated balance sheets.

Included in other current assets as of June 30, 2015 and December 31, 2014 are $0.8 million and $0.6 million, respectively, of deposits held with a third
party related to requirements to maintain collateral for our insurance services.

Litigation

From time to time, we may become subject to legal proceedings, claims and litigation arising in the ordinary course of business. We are not currently a
party to any legal proceedings, nor are we aware of any pending or threatened litigation, that would have a material adverse effect on our business, operating
results, cash flows or financial condition should such litigation be resolved unfavorably.

In December 2014, we provided notice to a third-party service provider to terminate our agreement so we could transition services to a new third-party
partner. In February 2015, the third-party service provider filed an injunction preventing us from transferring the service to the new third-party partner. No
monetary claims were made and, at the time of issuance of our December 31, 2014 consolidated financial statements, we determined the incurrence of a
material loss was not probable or reasonably possible and that an estimate of an amount of loss or a range of possible losses could not reliably be made. In
May 2015, primarily to expedite the transition of services to the new third-party partner, we agreed to pay the third-party service provider $0.6 million, which
we recorded in general and administrative expenses for the six months ended June 30, 2015.

On May 6, 2015, we paid the final earn-out payment relating to the acquisition of MyCase, Inc. of $2.4 million. On May 26, 2015, we received a letter
from counsel for a former shareholder of MyCase alleging that we failed to make commercially reasonable efforts to cause the maximum earn-out of $6.6
million to be earned. This amount represents the maximum earn-out that could potentially have been earned by all former MyCase shareholders. The former
shareholder also stated that he intends to pursue punitive damages. We believe the allegations are without merit and we plan to vigorously defend against
them. Based on information currently available, we have determined that the amount of any possible loss or range of possible loss is not reasonably estimable
and we have therefore not established a reserve or a range of possible loss.
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Indemnification

In the ordinary course of business, we may provide indemnification of varying scope and terms to customers, investors, directors and officers with
respect to certain matters, including, but not limited to, losses arising out of our breach of such agreements, services to be provided by us, or from intellectual
property infringement claims made by third parties. These indemnification provisions may survive termination of the underlying agreement and the maximum
potential amount of future payments we could be required to make under these indemnification provisions may not be subject to maximum loss clauses. The
maximum potential amount of future payments we could be required to make under these indemnification provisions is indeterminable. We have never paid a
material claim, nor have we been sued in connection with these indemnification arrangements. As of June 30, 2015 and December 31, 2014, we had not
accrued a liability for these indemnification arrangements because the likelihood of incurring a payment obligation, if any, in connection with these
indemnification arrangements is not probable or reasonably possible and the amount or range of amounts of any such liability is not reasonably estimable.

9. Convertible Preferred Stock and Stockholders’ Equity (Deficit)

On June 30, 2015, we completed an IPO of our Class A common stock. Upon the closing of the IPO, all shares of our convertible preferred stock and
common stock held prior to the IPO were converted into Class B common stock.

 Upon the effectiveness of the Amended and Restated Certificate of Incorporation of the Company on June 25, 2015, the number of shares of capital
stock that is authorized to be issued was increased to 325,000,000 shares, of which 250,000,000 shares are Class A common stock, 50,000,000 shares are
Class B common stock and 25,000,000 are undesignated preferred stock. The Class A common stock, Class B common stock and preferred stock have a par
value of $0.0001 per share.

10. Stock-Based Compensation

Stock Options

A summary of our stock option activity for the six months ended June 30, 2015 is as follows (number of shares in thousands):
 

  
Number of

Shares  

Weighted
Average
Exercise

Price per Share  

Weighted
Average

Remaining
Contractual Life

in Years

Options outstanding as of December 31, 2014  1,217  $ 3.12  8.2
Options granted  277  7.51   
Options exercised  (295)  1.79   
Options cancelled/forfeited  (58)  4.61   
Options outstanding as of June 30, 2015  1,141  $ 4.45  8.7

The fair value of stock options granted is estimated on the date of grant using the Black-Scholes option-pricing model. Our stock-based compensation
expense for stock options for the three months ended June 30, 2015 and 2014 was $167,000 and $30,000, respectively, and for the six months ended June 30,
2015 and 2014 was $269,000 and $55,000, respectively.

The following table summarizes information relating to our stock options granted during the three and six months ended June 30, 2015 and 2014:
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Three Months Ended

June 30,  
Six Months Ended

June 30,
  2015  2014  2015  2014
Stock options granted (in thousands)  82  42  277  119
Weighted average exercise price per share  $ 12.00  $ 3.28  $ 7.51  $ 3.28
Weighted average Black-Scholes model assumptions:       
Risk-free interest rate  1.91%  1.97%  1.53%  1.89%
Expected term (in years)  6.0  6.0  6.2  6.0
Expected volatility  45%  49%  47%  49%
Expected dividend yield  —  —  —  —

As of June 30, 2015, the total remaining stock-based compensation expense for unvested stock options was $2.5 million, which is expected to be
recognized over a weighted average period of 3.7 years.

    
Restricted Stock

Activity in connection with our restricted stock was as follows for the six months ended June 30, 2015 (number of shares in thousands):
 

  
Number of

Shares  

Weighted-
Average

Grant Date
Fair Value per Share

Unvested as of December 31, 2014  173  $ 1.64
Granted  50  8.78
Vested  (65)  1.50
Forfeited  —  —
Unvested as of June 30, 2015  158  $ 3.96

The restricted stock awards vest over a four-year period for employees and over a one-year period for non-employee directors. For the three months
ended June 30, 2015 and 2014, we recognized stock-based compensation expense for restricted stock awards of $80,000 and $34,000, respectively and for the
six months ended June 30, 2015 and 2014 of $143,000 and $67,000, respectively.

As of June 30, 2015, total remaining stock-based compensation expense for unvested restricted stock was $0.6 million, which is expected to be
recognized over a weighted average period of 1.7 years.

11. Income Taxes

Our effective tax rate differs from the U.S. Federal statutory rate of 34% primarily because our losses have been offset by a valuation allowance due to
uncertainty as to the realization of those losses.

For the six months ended June 30, 2015, we recorded income tax expense of $11,000 associated with the amortization of the tax deductible goodwill
that is not an available source of income to realize the deferred tax asset.

12. Revenue and Other Information

Our chief operating decision maker reviews separate revenue information for our core solutions, Value+ and other service offerings as a measure of
growth in the number of our customers and growth in the adoption and utilization of our core solutions and Value+ services by new and existing customers.
The following table presents our revenue categories for the three and six months ended June 30, 2015 and 2014 (in thousands):
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  Three Months Ended June 30,  Six Months Ended June 30,

  2015  2014  2015  2014

Core solutions  $ 7,697  $ 5,332  $ 14,831  $ 10,149
Value+ services  9,408  5,626  17,112  9,995
Other  1,320  636  2,330  1,284
Total revenues  $ 18,425  $ 11,594  $ 34,273  $ 21,428

Value+ services presented in the table above include subscriptions to website hosting services and contact center services. Other services included
above are for one-time services related to on-boarding our core solutions as well as website design services.

Our revenue is generated primarily from U.S. customers. All of our property and equipment is located in the United States.

13. Subsequent Events

On July 8, 2015, in connection with our IPO, the underwriters exercised their over-allotment option in full to purchase an additional 930,000 shares of
Class A common stock from the Company at a price of $12.00 per share. As a result of the exercise and closing of the over-allotment option, the aggregate
gross proceeds to the Company was $11.2 million. The total net proceeds from the IPO was approximately $75.4 million.

On July, 16, 2015, we fully repaid the Term Loan and Revolving Facility and closed the Term Loan portion of the Credit Facility with Wells Fargo. For
additional information regarding the Credit Facility, refer to Note 7, Long-term Debt.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

The following discussion and analysis of our financial condition and results of operations should be read together with our condensed consolidated
financial statements and the related notes included elsewhere in this Quarterly Report. This discussion and analysis contains forward-looking statements that
are based on our current expectations and reflect our plans, estimates and anticipated future financial performance. These statements involve numerous risks
and uncertainties. Our actual results may differ materially from those expressed or implied by these forward-looking statements as a result of many factors,
including those set forth in the section entitled “Risk Factors” in Part II, Item 1A of this Quarterly Report.

Overview

We provide industry-specific, cloud-based software solutions for small and medium-sized businesses or SMBs in the property management and legal
industries. Our platform is designed to be the system of record to automate essential business processes and the system of engagement to enhance business
interactions between our customers and their clients and vendors. Our mobile-optimized software solutions have a user-friendly interface across multiple
devices, enabling our customers to work at any time and from anywhere. Our property management software provides small and medium-sized property
managers with an end-to-end solution to their business needs, enabling them to manage properties quickly and easily in a single, integrated environment. Our
legal software provides solo practitioners and small law firms with a streamlined practice and case management solution, allowing them to manage their
practices and case load seamlessly within a flexible system. We also offer optional, but often mission-critical, Value+ services, such as our professionally
designed websites and electronic payment services, which are seamlessly built into our core solutions.

We were formed in 2006 with a vision to revolutionize the way that SMBs grow and compete. We launched our first product, APM, a property
management solution, in 2008. Recognizing that our customers would benefit from additional mission-critical services that they can purchase as needed, we
launched our first Value+ service in 2009 by offering website design and hosting services to our property manager customers. Our websites give our
customers a professional online presence and serve as the hub for our system of engagement. In 2010, we commenced the roll out of our electronic payments
platform with the introduction of ACH payment processing and, in 2011, we launched resident screening as additional Value+ services. In 2012, we
introduced our tenant liability insurance program as a further Value+ service. Also in 2012, after completing our market validation process, we decided to
enter the legal market. We expedited our time-to-market by acquiring MyCase Inc. or MyCase, a legal practice and case management solution, and we
leveraged our AppFolio Business System, including our experience gained in the property management vertical, to advance our software solution in the legal
vertical. In 2013, we extended our website design and hosting services to our law firm customers and expanded our electronic payments platform by allowing
residents to pay rent by Electronic Cash Payment and credit or debit card. In 2014, we launched an additional Value+ service for our property manager
customers with our contact center to resolve or route incoming maintenance requests. In April 2015, we expanded the services offered to our property
manager customers, giving them the ability to better spend, track and optimize their marketing investments through our acquisition of RentLinx, a software
platform that allows customers to advertise rental houses and apartments online. Through our disciplined market validation approach and ongoing investment
in product development, we continuously update our software solutions through new and innovative core functionality and Value+ services, as well as assess
opportunities in adjacent markets and new verticals.

We have focused on growing our revenue by increasing the size of our customer base, retaining customers and increasing the adoption and utilization of
our Value+ services by new and existing customers. We have achieved significant customer growth in a relatively short period of time. We define our
customer base as the number of customers subscribing to our core solutions, exclusive of free trials, as identified by a unique customer identification code.
Customers acquired through the RentLinx acquisition are included in our customer count only if they have a subscription to our core solution.

Customer count is summarized in the table below:

 As of June 30,   
 2015  2014  % Change

Property manager 7,016  4,911  43%
Law firm 4,891  2,701  81%

We have invested in growth in a disciplined manner across our organization. As a result, our costs and operating expenses have increased significantly
in absolute dollars primarily due to our significant growth in employees and personnel-related costs. For example, we increased our employee headcount from
332 employees as of June 30, 2014 to 528 employees as of June 30, 2015,
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representing a period-over-period increase of 59%. We intend to continue to invest across our organization. These investments to grow our business will
continue to increase our costs and operating expenses on an absolute basis. Many of these investments will occur in advance of our realization of revenue or
any other benefit and will make it difficult to determine if we are allocating our resources efficiently. We expect cost of revenue, research and product
development expense, sales and marketing expense, and general and administrative expense to decrease as a percentage of revenue over the long term as
revenue increases and we gain additional operating leverage in our business. As a result of this increased operating leverage, we expect our operating margins
will improve over the long term.

To date, we have experienced rapid revenue growth due to our investments in research and product development, sales and marketing, customer service
and support, and infrastructure. During the periods presented, we have derived more than 90% of our revenue from our property management solution, as it
has been available for a longer period of time, is more established within its vertical with a larger customer base, and currently offers a greater number of
Value+ services.

We have managed, and plan to continue to manage, our business towards the achievement of long-term growth that we believe will positively impact
long-term stockholder value, and not towards the realization of short-term financial or business metrics, or short-term stockholder value.

Key Components of Results of Operations

Revenue

We charge our customers on a subscription basis for our core solutions and many of our Value+ services. Our subscription fees are designed to scale to
the size of our customers’ businesses. We recognize subscription revenue ratably over the terms of the subscription agreements, which range from one month
to one year. We generally invoice our customers for subscription services in monthly, quarterly or annual installments, typically in advance of the subscription
period. As a result, we do not have significant deferred revenue because our invoicing is generally for periods less than one year. Revenue from subscription
services is impacted by the change in the number and type of our customers, the size and needs of our customers’ businesses, our customer renewal rates, and
the level of adoption of our Value+ subscription services by new and existing customers.

We also charge our customers usage-based fees for using certain Value+ services, although fees for electronic payment processing are generally paid by
the clients of our customers. Usage-based fees are charged on a flat fee per transaction basis with no minimum usage commitments. We recognize revenue for
usage-based services in the period the service is rendered. We generally invoice our customers for usage-based services on a monthly basis for services
rendered in the preceding month. Revenue from usage-based services is impacted by the change in the number and type of our customers, the size and needs
of our customers’ businesses, and the level of adoption and utilization of our Value+ usage-based services by new and existing customers.

We also offer our customers assistance with on-boarding our core solutions, as well as website design services. These services are generally purchased
as part of a subscription agreement, and are typically performed within the first several months of the arrangement. We recognize revenue for these other
services upon completion of the related service. We generally invoice our customers for other services in advance of the services being completed.

In April 2015, we acquired RentLinx which primarily generates revenue by providing online services that allow customers to advertise rental houses
and apartments. Revenue related to RentLinx is currently being recorded under other services. In the future, we expect to offer these services as Value+
services to our customer base at which time we will classify this revenue as Value+.

Costs and Operating Expenses

Cost of Revenue. Cost of revenue consists of personnel-related costs (including salaries, incentive-based compensation, benefits, and stock-based
compensation) for our employees focused on customer service and the support of our operations, platform infrastructure costs (such as data center operations
and hosting-related costs), fees paid to third-party service providers, payment processing fees, and allocated shared costs. We typically allocate shared costs
across our organization based on headcount within the applicable part of our organization. Cost of revenue excludes amortization of capitalized software
development costs and acquired technology. We intend to continue to invest in customer service and support, and the expansion of our technology
infrastructure, as we grow the number of our customers and roll out additional Value+ services.

Sales and Marketing. Sales and marketing expense consists of personnel-related costs (including salaries, sales commissions, incentive-based
compensation, benefits, and stock-based compensation) for our employees focused on sales and marketing, costs
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associated with sales and marketing activities, and allocated shared costs. Marketing activities include advertising, online lead generation, lead nurturing,
customer and industry events, industry-related content creation and collateral creation. Sales commissions and other incremental costs to acquire customers
and grow adoption and utilization of our Value+ services by new and existing customers are expensed as incurred. We focus our sales and marketing efforts
on generating awareness of our software solutions, creating sales leads, establishing and promoting our brands, and cultivating an educated community of
successful and vocal customers. We intend to continue to invest in sales and marketing to increase the size of our customer base and increase the adoption and
utilization of Value+ services by our new and existing customers.

Research and Product Development. Research and product development expense consists of personnel-related costs (including salaries, incentive-based
compensation, benefits, and stock-based compensation) for our employees focused on research and product development, fees for third-party development
resources, and allocated shared costs. Our research and product development efforts are focused on enhancing the ease of use and functionality of our existing
software solutions by adding new core functionality, Value+ services and other improvements, as well as developing new products. We capitalize the portion
of our software development costs that meets the criteria for capitalization. Amortization of software development costs is included in depreciation and
amortization expense. We intend to continue to invest in research and product development as we continue to introduce new core functionality, roll out new
Value+ services, develop new products, and expand into adjacent markets and new verticals.

General and Administrative. General and administrative expense consists of personnel-related costs (including salaries, incentive-based compensation,
benefits, and stock-based compensation) for employees in our executive, finance, information technology, or IT, human resources and administrative
organizations. In addition, general and administrative expense includes fees for third-party professional services (including consulting, legal and audit
services), other corporate expenses, and allocated shared costs. We intend to incur incremental costs associated with supporting the growth of our business,
both in terms of increased headcount and to meet the increased reporting requirements and compliance obligations associated with our transition to, and
operation as, a public company. Such costs will include increases in our finance, IT, human resources and administrative personnel, additional consulting,
legal and audit fees, insurance costs, board of directors’ compensation, the cost of achieving and maintaining compliance with Section 404 of the Sarbanes-
Oxley Act of 2002, or the Sarbanes-Oxley Act, and other costs associated with being a public company.

Depreciation and Amortization. Depreciation and amortization expense includes depreciation of property and equipment, amortization of capitalized
software development costs and amortization of intangible assets. We depreciate or amortize property and equipment, software development costs and
intangible assets over their expected useful lives on a straight-line basis, which approximates the pattern in which the economic benefits of the assets are
consumed. Accounting guidance for internal-use software costs requires that we capitalize and then amortize qualifying internal-use software costs, rather
than expense costs as incurred, which has the impact of shifting these expenses to a future period and reducing the impact of these costs on our financial
results in the current period. As we continue to invest in our research and product development organization and the development or acquisition of new
technology, we expect to have increased capitalized software development costs and incremental amortization.
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Results of Operations

The following table sets forth our results of operations for the periods presented in dollars (in thousands) and as a percentage of revenue:
 

  Three Months Ended June 30,  Six Months Ended June 30,

  2015  2014  2015  2014

  Amount  %  Amount  %  Amount  %  Amount  %
Consolidated Statements of Operations
Data:                 
Revenue  $ 18,425  100 %  $ 11,594  100 %  $ 34,273  100 %  $ 21,428  100 %

Costs and operating expenses:                 
Cost of revenue (exclusive of
depreciation and amortization) (1)  8,109  44  5,447  47  15,174  44  10,133  47

Sales and marketing (1)  6,239  34  3,717  32  11,948  35  7,207  34

Research and product development (1)  2,154  12  1,576  14  4,163  12  2,721  13

General and administrative (1)  3,707  20  1,485  13  7,099  21  2,384  11

Depreciation and amortization  1,431  8  886  8  2,614  8  1,703  8

Total costs and operating
expenses  21,640  117  13,111  113  40,998  120  24,148  113

Operating loss  (3,215)  (17)  (1,517)  (13)  (6,725)  (20)  (2,720)  (13)

Other income (expense), net  (5)  —  (29)  —  (7)  —  (97)  —

Interest income (expense), net  (243)  (1)  11  —  (275)  (1)  37  —

Loss before income taxes  (3,463)  (18)  (1,535)  (13)  (7,007)  (21)  (2,780)  (13)

Provision for income taxes  (63)  —  —  —  11  —  —  —

Net loss  $ (3,400)  (18)%  $ (1,535)  (13)%  $ (7,018)  (21)%  $ (2,780)  (13)%

(1) Includes stock-based compensation expense as follows (in thousands):

  Three Months Ended June 30,  Six Months Ended June 30,
  2015  2014  2015  2014
Costs and operating expenses:        

Cost of revenue (exclusive of depreciation and
amortization)  $ 27  $ 16  $ 51  $ 32
Sales and marketing  28  10  51  20
Research and product development  7  7  12  14
General and administrative  150  17  231  33

Total stock-based compensation expense $ 212  $ 50  $ 345  $ 99
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Comparison of the Three and Six Months Ended June 30, 2015 and 2014

Revenue

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Revenue  $ 18,425  $ 11,594  $ 6,831  59%  $ 34,273  $ 21,428  $ 12,845  60%

Revenue increased $6.8 million, or 59%, for the three months ended June 30, 2015 compared to the three months ended June 30, 2014, reflecting
mainly increased revenue from our property manager customers. The overall increase was primarily a result of an increase in revenue from Value+ services
from $5.6 million to $9.4 million, or 67%, mainly driven by increased usage of our electronic payments platform and screening services by a larger customer
base. The increase was also a result of an increase in revenue from our core solutions from $5.3 million to $7.7 million, or 44%, driven by growth in the
number of our customers and strong customer renewal rates. The increase of $0.7 million, or 108%, in other revenue from $0.6 million to $1.3 million was
primarily a result of incremental revenue from the April 2015 acquisition of RentLinx, which contributed $0.3 million during the period, an increase in
revenue from website design services as well as an increase in fees for on-boarding our core solutions.

Revenue increased $12.8 million, or 60%, for the six months ended June 30, 2015 compared to the six months ended June 30, 2014, reflecting mainly
increased revenue from our property manager customers. The overall increase was primarily a result of an increase in revenue from Value+ services from
$10.0 million to $17.1 million, or 71%, mainly driven by increased usage of our electronic payments platform and increased usage of our screening services
by a larger customer base. The increase was also a result of an increase in revenue from our core solutions of $4.7 million, or 46%, driven by growth in the
number of our customers and strong customer renewal rates. The increase of $1.0 million, or 81%, in other revenue from $1.3 million to $2.3 million was
primarily a result of an increase in fees for on-boarding our core solutions, an increase in revenue from website design services as well as incremental revenue
from the acquisition of RentLinx.

Cost of Revenue (Exclusive of Depreciation and Amortization)

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Cost of revenue (exclusive of depreciation
and amortization)  $ 8,109  $ 5,447  $ 2,662  49%  $ 15,174  $ 10,133  $ 5,041  50%

Cost of revenue (exclusive of depreciation and amortization) increased $2.7 million, or 49%, for the three months ended June 30, 2015 compared to the
three months ended June 30, 2014. The increase was primarily a result of an increase in third-party costs of $1.4 million incurred to support the delivery of
our software solutions, an increase in personnel-related costs of $1.0 million, and an increase in allocated costs of $0.2 million. The increase in third-party
costs primarily relates to increased expenditures associated with increased adoption and utilization of certain Value+ services by our new and existing
customers as evidenced by the 67% increase in revenue from Value+ services for the three-month period described above. The increase in personnel-related
costs was primarily due to a substantial increase in headcount within our customer service and support organization to support the increased usage of Value+
services. The increase in allocated costs primarily relates to an increase in overhead costs, such as facility and IT costs, as we continued to expand our
operations to support our growth.

Cost of revenue (exclusive of depreciation and amortization) increased $5.0 million, or 50%, for the six months ended June 30, 2015 compared to the
six months ended June 30, 2014. The increase was primarily a result of an increase in third-party costs of $2.6 million incurred to support the delivery of our
software solutions, an increase in personnel-related costs of $1.8 million, and an increase in allocated costs of $0.6 million. The increase in third-party costs
primarily relates to increased expenditures associated with increased adoption and utilization of certain Value+ services by our new and existing customers as
evidenced by the 71% increase in revenue from Value+ services for the six-month period described above. The increase in personnel-related
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costs and allocated costs for the six months ended June 30, 2015 occurred for the same reasons described in the quarterly discussion, above.

Sales and Marketing

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Sales and marketing  $ 6,239  $ 3,717  $ 2,522  68%  $ 15,174  $ 10,133  $ 5,041  50%

Sales and marketing expense increased $2.5 million, or 68%, for the three months ended June 30, 2015 compared to the three months ended June 30,
2014. The increase was primarily a result of an increase in personnel-related costs of $1.7 million, an increase in marketing program costs of $0.6 million, and
an increase in allocated costs of $0.3 million. The increase in personnel-related costs was primarily due to a substantial increase in headcount within our sales
and marketing organization, an increase in sales commissions due to our revenue growth, and other incentive-based compensation. The increase in marketing
program costs was primarily due to an expansion of online lead generation marketing programs to acquire new customers and marketing programs designed
to expand adoption and utilization of our Value+ services by new and existing customers. The increase in allocated costs primarily relates to an increase in
overhead costs, such as facility and IT costs, as we continued to expand our operations to support our growth.

Sales and marketing expense increased $5.0 million, or 50%, for the six months ended June 30, 2015 compared to the six months ended June 30, 2014.
The increase was primarily a result of an increase in personnel-related costs of $3.0 million, an increase in marketing program costs of $1.2 million, and an
increase in allocated costs of $0.6 million. The increase in personnel-related costs, marketing program costs and allocated costs for the six months ended June
30, 3015 occurred for the same reasons described in the quarterly discussion above.

Research and Product Development

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Research and product development  $ 2,154  $ 1,576  $ 578  37%  $ 4,163  $ 2,721  $ 1,442  53%

Research and product development expense increased $0.6 million, or 37%, for the three months ended June 30, 2015 compared to the three months
ended June 30, 2014. The increase was primarily a result of an increase in personnel-related costs, net of capitalized software development costs, of $0.5
million. The increase in personnel-related costs was primarily due to a increase in headcount within our research and product development organization.

 Research and product development expense increased $1.4 million, or 53%, for the six months ended June 30, 2015 compared to the six months
ended June 30, 2014. The increase was primarily a result of an increase in personnel-related costs, net of capitalized software development costs, of $1.2
million. The increase in personnel-related costs for the six months ended June 30, 3015 occurred for the same reasons described in the quarterly discussion
above.
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General and Administrative

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

General and administrative  $ 3,707  $ 1,485  $ 2,222  150%  $ 7,099  $ 2,384  $ 4,715  198%

General and administrative expense increased $2.2 million, or 150%, for the three months ended June 30, 2015 compared to the three months ended
June 30, 2014. The increase was primarily a result of an increase in personnel-related costs of $1.3 million, legal fees of $0.2 million, and an increase in other
costs of $0.7 million. The increase in personnel-related costs was primarily due to a substantial increase in headcount within our finance, IT and
administrative organizations and $0.5 million related to incremental compensation we agreed to pay to certain RentLinx personnel subject to their continued
employment with us. The increase in other costs primarily relates to an increase in professional fees in connection with our IPO and an increase in overhead
costs, such as facility and IT costs, as we continued to expand our operations to support our growth.

General and administrative expense increased $4.7 million, or 198%, for the six months ended June 30, 2015 compared to the six months ended
June 30, 2014. The increase was primarily a result of an increase in other operating expenses of $2.7 million and personnel-related costs of $2.0 million. The
increase in other operating expenses was mostly attributable to an increase in professional fees in connection with our IPO of $1.3 million, legal fees of $0.3
million associated with our acquisition of RentLinx, an accrual for a payment due to a third-party service provider to expedite our transition to a new third-
party partner of $0.6 million and an increase in overhead costs, such as facility and IT costs, as we continued to expand our operations to support our growth.
The increase in personnel-related costs was primarily due to a substantial increase in headcount within our finance, IT and administrative organizations and
$0.5 million related to incremental compensation we agreed to pay to certain RentLinx personnel subject to their continued employment with us.

Depreciation and Amortization

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Depreciation and amortization  $ 1,431  $ 886  $ 545  62%  $ 2,614  $ 1,703  $ 911  53%

Depreciation and amortization expense increased $0.5 million, or 62%, for the three months ended June 30, 2015 compared to the three months ended
June 30, 2014. The increase was primarily due to increased amortization expense of $0.3 million associated with higher capitalized software development
costs, increased amortization of intangible assets of $0.1 million from the acquisition of RentLinx in April 2015 and increased depreciation expense of $0.1
million related to capital purchases.

Depreciation and amortization expense increased $0.9 million, or 53%, for the six months ended June 30, 2015 compared to the six months ended
June 30, 2014. The increase was primarily due to increased amortization expense of $0.5 million associated with higher capitalized software development
costs, increased depreciation expense of $0.2 million related to capital purchases and increased amortization of intangible assets of $0.1 million from the
acquisition of RentLinx.

Interest Income (expense), net

  Three Months Ended June 30,  Change  Six Months Ended June 30,  Change

  2015  2014  Amount  %  2015  2014  Amount  %

  (dollars in thousands)

Interest income (expense)  $ (243)  $ 11  $ (254)  (2,309)%  $ (275)  $ 37  $ (312)  (843)%
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Interest expense increased by $0.3 million for the three and six months ended June 30, 2015 compared to the three and six months ended June 30,
2014. The increase is primarily attributable to the interest expense associated with the Credit Facility we entered into with Wells Fargo on March 16, 2015.

Liquidity and Capital Resources

As of June 30, 2015, our principal sources of liquidity were cash and cash equivalents totaling $69.9 million, which were held primarily for working
capital purposes. In June 2015, we completed our IPO, resulting in net proceeds of $65.1 million. As of June 30, 2015, we had a working capital of $56.2
million, compared to a working capital deficit of $5.7 million as of December 31, 2014. The increase in our working capital was primarily due to the cash
raised in the IPO.

On March 16, 2015, we entered into a credit facility (the “Credit Facility”) comprised of a $10.0 million term loan (the “Term Loan”), and a $2.5
million revolving line of credit (the “Revolving Facility”) with Wells Fargo Bank, N.A ("Wells Fargo"). The Revolving Facility also provides for the issuance
of letters of credit up to a sublimit of $0.3 million, subject to customary terms and fees. Borrowings under the Credit Facility bear interest at a fluctuating rate
per annum equal to, at our option, (i) a base rate equal to the highest of (a) the federal funds rate plus 1/2 of 1%, (b) the London Interbank Offered Rate
(“LIBOR”) for a one-month interest period plus 1% and (c) the rate of interest in effect for such day as publicly announced from time to time by Wells Fargo
as its prime rate, in each case plus an applicable margin of 5%, or (ii) LIBOR for the applicable interest period plus an applicable margin of 6%. The
applicable margin is subject to step-downs upon achievement of certain senior leverage ratios. Interest is due and payable monthly. We are also required to
pay an annual fee of ½ of 1% of the unused portion of the Revolving Facility.

As of June 30, 2015, $10.0 million was outstanding under the Term Loan and $0.2 million was outstanding under the Revolving Facility.

On July 8, 2015, in connection with our IPO, the underwriters exercised their over-allotment option in full to purchase an additional 930,000 shares
of our Class A common stock at a price of $12.00 per share, resulting in an additional $10.4 million in net proceeds to us.  As a result, the aggregate net
proceeds from the IPO were approximately $75.4 million.  The increase in net proceeds as a result of the closing of the overallotment option resulted in a
commensurate increase in our working capital balance as of the closing date. 

On July 16, 2015, we made an optional prepayment in full of the Term Loan and we became obligated to pay the related $0.2 million prepayment
premium. Wells Fargo agreed with us that the prepayment premium is not payable until the earlier of September 1, 2015 and the date we terminate the
Revolving Facility in full (the earliest of those dates being referred to as the “Due Date”). Wells Fargo also agreed with us that if we agree to a renegotiated
revolving credit facility with them, and we pay them a closing fee of at least $0.2 million in connection with the new revolving credit facility before the Due
Date, they will waive the $0.2 million prepayment premium payable to them for the Term Loan prepayment. For additional information regarding the term
loan, refer to Note 7, Long-term Debt in the Notes to Condensed Consolidated Financial Statements.

We believe that our existing cash and cash equivalents balance will be sufficient to meet our working capital and capital expenditure requirements for at
least the next 12 months.

Our future capital requirements will depend on many factors, including the continued market acceptance of our software solutions, the change in the
number of our customers, the adoption and utilization of our Value+ services by new and existing customers, the timing and extent of the introduction of new
core functionality and Value+ services in our existing markets and verticals, the timing and extent of our expansion into adjacent markets or new verticals and
the timing and extent of our investments across our organization. In addition, we may in the future enter into arrangements to acquire or invest in
complementary businesses, services, technologies or intellectual property rights.
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Cash Flows

The following table summarizes our cash flows for the periods indicated:
 

  
Six Months Ended

June 30,

  2015  2014

   
Net cash (used in) provided by operating activities  $ (2,807)  $ 76
Net cash used in investing activities  (8,715)  (3,289)
Net cash provided by financing activities  76,034  130
Net cash increase (decrease) in cash and cash equivalents  $ 64,512  $ (3,083)

Cash (Used in) Provided by Operating Activities

The primary source of operating cash inflows is cash collected from our customers for core and Value+ services. Our primary uses of cash from
operating activities are for personnel-related expenditures and third-party costs incurred to support the delivery of our software solutions.

For the six months ended June 30, 2015, cash used in operating activities was $2.8 million resulting from our net loss of $7.0 million, adjusted by non-
cash charges of $3.0 million and a net increase in our operating assets and liabilities of $1.0 million. The net increase in our operating assets and liabilities
was primarily the result of an increase of $1.1 million in accrued employee expenses related to an overall increase in personnel-related costs, and increases of
$0.6 million and $0.9 million in accrued expenses and accounts payable, respectively, related to professional fees associated with our acquisition of RentLinx
and an accrual for a payment due to a third-party service provider to expedite our transition to a new third-party partner. These increases were offset by a $1.2
million increase in accounts receivable related to increased sales.

For the six months ended June 30, 2014, cash provided by operating activities was $76,000 resulting from our net loss of $2.8 million adjusted by non-
cash charges of $1.8 million and a net increase in our operating assets and liabilities of $1.0 million. The net increase in our operating assets and liabilities
was primarily the result of a $0.8 million increase in accounts payable due to an increase in expenditures associated with the overall growth of our business,
and a $0.5 million increase in deferred revenue as a result of increased subscription sales offset by an increase of approximately $0.6 million in accounts
receivable related to increased sales of Value+ services.

Cash Used in Investing Activities

For the six months ended June 30, 2015, investing activities used $8.7 million in cash primarily as a result of $4.0 million of cash used for the
acquisition of RentLinx , an increase in capitalized software development costs of $3.2 million, and an increase in capital expenditures of $1.5 million to
purchase property and equipment.

For the six months ended June 30, 2014, investing activities used $3.3 million in cash primarily as a result of an increase in capitalized software
development costs of $2.0 million, and an increase in capital expenditures of $1.2 million to purchase property and equipment.

Cash Provided by Financing Activities

For the six months ended June 30, 2015, financing activities provided $76.0 million in cash primarily as a result of proceeds from the IPO, net of
offering costs, and borrowings under our credit facility, net of payments related to debt financing costs offset by a $2.4 million earnout payment relating to
our 2012 acquisition of MyCase.

For the six months ended June 30, 2014, financing activities provided $0.1 million in cash primarily as a result of proceeds from the exercise of stock
options.
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Contractual Obligations and Other Commitments

As of June 30, 2015, the outstanding borrowings under the Credit Facility were $10.2 million. In July 2015, we repaid all of the outstanding principal
and interest outstanding on the Term Loan and Revolving Facility with Wells Fargo.

In April 2015, we entered into a new operating lease to expand our office space, which increased our minimum non-cancellable lease obligations by
$1.7 million during the period from July 2015 through November 2020. In addition, in April 2015, in conjunction with the acquisition of RentLinx, we agreed
to pay approximately $1.0 million to certain individuals subject to their continued employment with us.

In May 2015, we paid the contingent consideration associated with the MyCase acquisition of $2.4 million.

Off-Balance Sheet Arrangements

As of June 30, 2015, we did not have any relationships with unconsolidated organizations or financial partnerships, such as structured finance or special
purpose entities that have been established for the purpose of facilitating off-balance sheet arrangements or for other purposes.

Recent Accounting Pronouncements

For information regarding recent accounting pronouncements, refer to Note 2, Summary of Significant Accounting Policies within our condensed
consolidated financial statements.

Item 3. Qualitative and Quantitative Disclosure about Market Risk

Interest Rate Risk

We had cash and cash equivalents of $69.9 million as of June 30, 2015, consisting of bank deposits and money market funds. We do not enter into
investments for trading or speculative purposes and have not used any derivative financial instruments to manage our interest rate risk exposure. We have not
been exposed to, nor do we anticipate being exposed to, material risks due to changes in interest rates. A hypothetical 10% change in interest rates during any
of the periods presented would not have had a material impact on our consolidated financial statements.

The borrowings under our credit facility are at variable interest rates, and capital lease obligations are generally at fixed rates.

Inflation Risk and Foreign Currency Risk

We have not been exposed to, nor do we anticipate being exposed to, material risks due to changes in inflation rates or foreign currency rates.

As of June 30, 2015, there were no other material changes in the market risks described in the “Quantitative and Qualitative Disclosure of Market
Risk” section of our prospectus filed with the SEC on June 26, 2015 pursuant to Rule 424(b) of the Securities Act.

Item 4. Controls and Procedures

DOCSOC/1717612v1/100382-0017
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Item 4. Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we
have evaluated the effectiveness of our disclosure controls and procedures, as of the end of the period covered by this Quarterly Report. Disclosure controls
and procedures refer to the controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in
the reports that it files or submits under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s
rules and forms. Disclosure controls and procedures include controls and procedures designed to ensure that information required to be disclosed by an issuer
in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company's management, including its principal
executive and principal financial officers, or persons performing similar functions, as appropriate to allow timely decisions regarding required disclosure. In
designing and evaluating our disclosure controls and procedures, our management recognizes that no evaluation of controls can provide absolute assurance
that all control issues within a company have been detected. In addition, the design of disclosure controls and procedures must reflect the fact that
management is required to apply its judgment in evaluating the benefits of possible controls and procedures relative to their costs. Accordingly, our disclosure
controls and procedures are designed to provide reasonable, not absolute, assurance that the objectives of our disclosure control system are met.

As disclosed in the section entitled “Risk Factors” in Part I, Item 1A of this Quarterly Report, we previously concluded that we have material
weaknesses in our internal control over financial reporting resulting from our failure to design or maintain an effective control environment with sufficient
personnel with an appropriate level of accounting and financial reporting expertise with respect to the accounting for non-routine, complex transactions,
which contributed to a material weakness in our accounting policies and procedures designed to address the accounting for unusual or complex transactions.
Because of the material weaknesses in our internal control over financial reporting, our principal executive officer and principal financial officer concluded
that our disclosure controls and procedures were not effective as of the end of the period covered by this Quarterly Report at the reasonable assurance level.
However, our management, including our principal executive officer and principal financial officer, has concluded that, notwithstanding the identified
material weaknesses in our internal control over financial reporting, the condensed consolidated financial statements in this Quarterly Report fairly present, in
all material respects, our financial position, results of operations and cash flows for the periods presented in conformity with U.S. GAAP.

Management’s Remediation Efforts

We continued our efforts to remediate the identified material weaknesses in our internal control over financial reporting during the second quarter of
2015, including by:

• hiring additional personnel in our accounting and finance function to review complex and non-routine transactions; and

• designing and implementing improved processes and internal controls, including ongoing senior management review.

Our remediation efforts are subject to ongoing senior management review, as well as audit committee oversight. We will not be able to conclude
whether the steps we are taking will fully remediate these material weaknesses until we have completed our remediation efforts and subsequent evaluation of
their effectiveness. Following this evaluation, we may conclude that additional measures are required to be implemented, which may necessitate the
expenditure of additional resources.

Changes in Internal Control over Financial Reporting

As discussed above, during the period covered by this Quarterly Report, management continued to implement measures to remediate the previously
identified material weaknesses in our internal control over financial reporting. Except for the remediation efforts described above, there was no change in our
internal control over financial reporting that occurred during the period covered by this Quarterly Report that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

27



Table of Contents

PART II. OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are involved in various legal proceedings and claims arising in the ordinary course of our business. Although the results of
legal proceedings and claims cannot be predicted with certainty, we currently believe that the final outcome of these ordinary course matters will not,
individually or in the aggregate, have a material adverse effect on our business, operating results, financial condition or cash flows. However, regardless of
the outcome, litigation can have an adverse impact on us because of legal costs, diversion of management time and resources, and other factors.

Item 1A. Risk Factors    

An investment in our Class A common stock involves risks. You should carefully consider the risks and uncertainties described below, together with
all of the other information in this Quarterly Report and in our other public filings with the SEC before making an investment decision. If any of the following
risks are realized, our business, financial condition, operating results and prospects could be materially and adversely affected. In that case, the trading price
of our Class A common stock may decline, and you could lose all or part of your investment.

Risks Related to Our Business and Our Industry

If we are unable to enter new verticals, or if our software solution for any new vertical fails to achieve market acceptance, our operating results could be
adversely affected and we may be required to reconsider our growth strategy.

Our growth strategy is dependent, in part, on leveraging our AppFolio Business System, including our common technology platform, to expand into
new verticals. However, we may be unable to identify new verticals that meet our criteria for selecting industries that cloud-based solutions are ideally suited
to address. In addition, our market validation process may not support entry into selected verticals due to our perception of the overall market opportunity or
of the willingness of market participants within those verticals to adopt our software solutions. Further, we may prefer to pursue alternative growth strategies,
such as entry into markets that are adjacent to the markets in which we currently participate within our existing verticals.

Even if we choose to enter new verticals, our market validation process does not guarantee our success in any particular vertical. We may be unable to
develop a software solution for a new vertical in time to take advantage of the identified market opportunity, and any delay in our time-to-market could
expose us to additional competition or other factors that could impede our success. In addition, any software solution we develop for a new vertical may not
provide the functionality required by potential customers and, as a result, may not achieve widespread market acceptance within the new vertical. To the
extent we choose to enter new verticals, we may invest significant resources to develop and expand the functionality of our software solutions to meet the
needs of customers in those verticals, which investments will occur in advance of our realization of revenue from them. If we elect not to enter new verticals
in the future, or if we choose to enter new verticals and do so without achieving market acceptance for our software solutions, our reputation could be harmed,
our operating results could be adversely affected, and we may be required to reconsider our growth strategy.

In addition, while we expedited our entry into the legal vertical through the acquisition of MyCase in 2012, our practice and case management solution
is in an earlier stage of development than APM, our property management solution, and we are in the process of expanding the core functionality and Value+
services associated with our legal software. We face significant competition in the legal market from both vertical software vendors and cloud-based solution
providers that offer one or more point solutions. There can be no assurance that we will be able to achieve market acceptance for our legal software at or near
the levels achieved by our property management software. The success of our vertical market strategy depends, in part, on our ability to continue to
significantly increase the number of our law firm customers and the revenue derived from them, and our failure to achieve these objectives could have an
adverse impact on our operating results.

We have a limited operating history and have incurred significant operating losses. As a result of continuing investments across our organization to grow
our business, we do not expect to be profitable for the foreseeable future.

We were formed in 2006 and launched our first product, APM, in 2008. We expedited our entry into the legal vertical through the acquisition of MyCase
in 2012. As a result, we have a limited operating history and limited experience selling our software solutions, especially within the legal vertical. These and
other factors combine to make it more difficult for us to accurately forecast our future operating results, which in turn makes it more difficult for us to prepare
accurate budgets and implement strategic plans. We expect that this uncertainty will continue to exist in our business for the foreseeable future, and will be
exacerbated to the extent we introduce new functionality, or enter adjacent markets or new verticals.
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We have incurred net losses in each fiscal period since our formation. We incurred net losses of $7.3 million, $8.6 million, $2.8 million and $7.0 million
for the years ended December 31, 2013 and 2014, and for the six months ended June 30, 2014 and 2015, respectively. As of December 31, 2014 and June 30,
2015, we had an accumulated deficit of $53.0 million and $60.0 million, respectively. These losses and this accumulated deficit reflect the substantial
investments we have made across our organization to develop our software solutions and capitalize on our market opportunity. In order to implement our
business strategy, we intend to continue to make substantial investments in, among other things:

• our research and product development organization to enhance the ease of use and functionality of our software solutions by adding new core
functionality, Value+ services and other improvements to address the evolving needs of our customers, as well as to develop new products for
adjacent markets and new verticals;

• our customer service organization to deepen our relationships with our customers, assist our customers in achieving success through the use of our
software solutions, and promote customer retention;

• our sales and marketing organization, including expansion of our direct sales organization and marketing programs, to increase the size of our
customer base, increase adoption and utilization of Value+ services by our new and existing customers, and enter adjacent markets and new
verticals;

• maintaining and expanding our technology infrastructure and operational support, including data center operations, to promote the security and
availability of our software solutions, and support our growth; and

• our general and administrative functions, including hiring additional finance, IT, human resources and administrative personnel, to support our
growth and assist us in achieving and maintaining compliance with public company reporting and compliance obligations.

As a result of our continuing investments to grow our business in these and other areas, we expect our expenses to increase significantly, and we do not
expect to be profitable for the foreseeable future. Even if we are successful in increasing our customer base, and increasing revenue from new and existing
customers, we may not be able to generate additional revenue in amounts that are sufficient to cover our expenses. We may incur significant losses in a
particular period for a number of reasons, including as a result of the other risks and uncertainties described elsewhere in this Quarterly Report. We cannot
assure you that we will achieve profitability in the future or that, if we do become profitable, we will sustain profitability over any particular period of time.
Any additional operating losses will have a negative impact on our stockholders’ deficit.

We manage our business towards the achievement of long-term growth, which may not be consistent with the short-term expectations of some investors,
and may cause significant fluctuations in our quarterly results.

We plan to continue to manage our business towards the achievement of long-term growth that we believe will positively impact long-term stockholder
value, and not towards the realization of short-term financial or business metrics, or short-term stockholder value. If opportunities arise that might cause us to
sacrifice our performance with respect to short-term financial or business metrics, but that we believe are in the best interests of our stockholders, we will take
those opportunities.

We focus on growing our customer base by launching new and innovative core functionality and Value+ services to address our customers’ evolving
business needs, developing new products for adjacent markets and additional verticals, and improving the experience of our users across our targeted
verticals. We prioritize product innovation and user experience over short-term financial or business metrics. We will make product decisions that reduce our
short-term operating results if we believe that these decisions are consistent with our strategic objective to achieve long-term growth. These decisions may not
be consistent with the short-term expectations of some investors, and may cause significant fluctuations in our operating results from period to period. In
addition, notwithstanding our intention to make strategic decisions that positively impact long-term stockholder value, the decisions we make may not
produce the long-term benefits we expect.

Our executive officers, directors and principal stockholders control a majority of the combined voting power of our outstanding capital stock. As a
result, they are able to exercise significant influence and control over the establishment and implementation of our future business plans and strategic
objectives, as well as control all matters submitted to our stockholders for approval. These persons may manage our business in ways with which you disagree
and which may be adverse to your interests.

Actual or perceived security vulnerabilities in our software solutions, breaches of our security controls or other unauthorized access to our customers’
data could reduce market acceptance of our software solutions and cause us to lose customers.

In providing our software solutions, we store and transmit large amounts of our customers’ data, including sensitive and proprietary data. Our software
solutions are typically the system of record and system of engagement for all or a portion of our customers’ businesses, and the data processed through our
software solutions is critical to their businesses. Cyber-attacks and other malicious Internet-based activity continue to increase in frequency and magnitude as
evidenced by the recent targeting of a number of media and technology companies. As our business grows, the number of users of our software solutions, as
well as the amount
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of information we store, is increasing, and our brands are becoming more widely recognized. We believe these factors combine to elevate the risk that we will
become a target for this type of malicious activity. Techniques used to sabotage, or to obtain unauthorized access to, systems or networks change frequently
and generally are not recognized until launched against a target. Therefore, we may be unable to anticipate these techniques, react in a timely manner, or
implement adequate preventive measures. In addition, some of our third-party partners also collect information from transactions with our customers, and
these third parties are subject to similar threats of cyber-attacks and other malicious Internet-based activity.

If our security measures, or the security measures of our third-party partners, are breached as a result of negligence, wrongdoing or malicious activity on
the part of our employees, our partners’ employees or our customers’ employees, or as a result of any error, product defect or otherwise, and this results in the
disruption of the confidentiality, availability or integrity of our customers’ data, we could incur liability to our customers and to individuals or organizations
whose information was being stored by our customers, as well as fines from payment processing networks, and regulatory action by governmental bodies. If
we experience a widespread security breach, we cannot be certain that our insurance coverage will be sufficient to compensate us for liabilities actually
incurred or that insurance will continue to be available to us on reasonable terms, or at all. In addition, any breaches of our security controls or other
unauthorized access to our customers’ data could result in reputational damage, adversely affect our ability to attract new customers and cause existing
customers to reduce or discontinue the use of our software solutions, all of which could harm our business and operating results. Furthermore, the perception
by our current or potential customers that our software solutions could be vulnerable to security breaches, even in the absence of a particular problem or
threat, could reduce market acceptance of our software solutions and cause us to lose customers.

Service outages and other performance problems associated with our technology infrastructure could harm our reputation.

We have experienced significant growth in the number of users and the amount of data that our technology infrastructure supports, and we expect this
growth to continue. We seek to maintain sufficient excess capacity in our technology infrastructure to meet the needs of all of our customers, including to
facilitate the expansion of existing customer deployments and the provisioning of new customer deployments. In addition, we need to properly manage our
technology infrastructure in order to support version control, changes in hardware and software parameters, and the evolution of our software solutions.
However, the provision of new hosting infrastructure requires significant lead-time.

We have experienced, and may in the future experience, website disruptions, service outages and other performance problems with our technology
infrastructure. These problems may be caused by a variety of factors, including infrastructure changes, power or network outages, fire, flood or other natural
disasters affecting our data centers, human or software errors, viruses, security breaches, fraud or other malicious activity, spikes in customer usage and denial
of service issues. In some instances, we may not be able to identify the cause or causes of these service outages and performance problems within an
acceptable period of time. If our technology infrastructure fails to keep pace with the increased number of users and amount of data, or if we are unable to
avoid service outages and performance problems, or to resolve them quickly, it could adversely affect our ability to attract new customers, result in the loss of
existing customers and harm our reputation, all of which could adversely affect our business and operating results.

Errors, defects or other disruptions in our software solutions could harm our reputation and result in significant expenditures to correct the problem.

Our customers use our software solutions to manage critical aspects of their businesses, and any errors, defects or other disruptions in the performance
of our software solutions may result in loss of or damage to our customers’ data and disruption to our customers’ businesses, which could harm our
reputation. We provide continuous updates to our software solutions and, while our software updates undergo extensive testing prior to their release, these
updates may contain undetected errors when first introduced. In the past, we have discovered errors, failures, vulnerabilities and bugs in our software updates
after they have been released, and similar problems may arise in the future. Real or perceived errors, failures, vulnerabilities or bugs in our software solutions
could result in negative publicity, loss of customers, delay in market acceptance of our software solutions, loss of competitive position, withholding or delay
of payment to us, claims by customers for losses sustained by them and potential litigation. In any such event, we may be required to expend additional
resources in order to help correct the problem or, in order to address customer service or reputational concerns, we may choose to expend additional resources
to take corrective action even where not required. The costs incurred in correcting any material errors, defects or other disruptions could be substantial and
there may not be any corresponding increase in revenue to offset these costs. In addition, we may not carry insurance sufficient to compensate us for any
losses that may result from claims arising from errors, defects or other disruptions in our software solutions.

We face a number of risks in our payment processing business that could adversely affect our operating results.

In connection with our electronic payment services, we process payments and subsequently submit these payments to our customers after varying
clearing times established by us. These payments are settled through our sponsoring clearing bank and,
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in the case of electronic funds transfers, or EFT, through our Originating Depository Financial Institutions, or ODFIs, pursuant to agreements with one or
more national banking institutions that we may contract with from time to time. Our electronic payment services subject us to a number of risks, including,
but not limited to:

• liability for customer costs related to disputed or fraudulent transactions if those costs exceed the amount of the customer reserves we have during
the clearing period or after payments have been settled to our customers;

• electronic processing limits on the amounts that any single ODFI, or collectively all of our ODFIs, will underwrite;

• reliance on sponsoring clearing banks, card payment processors and other electronic payment partners to process electronic transactions;
•  

• failure by us or our partners to adhere to applicable laws, regulations and standards that may legally or contractually apply to the provision of
electronic payment services;

• continually evolving and developing laws and regulations governing money transmission and anti-money laundering, the application or
interpretation of which is not clear in some jurisdictions;

• incidences of fraud, a security breach, an error, defect, failure, vulnerability or bug in our electronic payments platform, or our failure to comply
with required external audit standards; and

• our inability to increase our fees at times when our electronic payment partners increase their transaction processing fees.

If any of these risks related to our electronic payment services were to materialize, our business or operating results could be negatively affected.
Although we attempt to structure and adapt our electronic payment services to comply with complex and evolving laws, regulations and standards, our efforts
do not guarantee compliance. In the event that we are found to be in violation of our legal or contractual requirements, we may be subject to monetary fines or
penalties, cease and desist orders, mandatory product changes, or other liabilities that could have an adverse effect on our operating results.

Additionally, with respect to the processing of EFTs, we are exposed to financial risk. EFTs between our customer and another user may be returned for
various reasons such as insufficient funds or stop payment orders. These returns are charged back to the customer by us. However, if we or our sponsoring
clearing bank is unable to collect such amounts from the customer’s account or if the customer refuses or is unable to reimburse us for the chargeback, we
bear the risk of loss for the amount of the transfer. While we have not experienced material losses resulting from chargebacks in the past, there can be no
assurance that we will not experience significant losses from chargebacks in the future.

Evolution and expansion of our electronic payment services may subject us to additional risks and regulatory requirements.

The evolution and expansion of our electronic payment services may subject us to additional risks and regulatory requirements, including laws and
regulations governing money transmission and anti-money laundering. These requirements vary throughout the markets in which we operate, and several
jurisdictions lack clarity in the application and interpretation of these rules. Our efforts to comply with these rules could require significant management time
and effort, as well as significant expenditures, and will not guarantee our compliance with all regulatory requirements, especially given that the applicable
regulatory frameworks are constantly changing and subject to evolving interpretation. While we maintain a compliance program focused on applicable laws
and regulations throughout our applicable industries, there is no guarantee that we will not be subject to fines, penalties or other regulatory actions in one or
more jurisdictions, or be required to adjust our business practices to accommodate future regulatory requirements.

Our quarterly results may fluctuate significantly and period-to-period comparisons of our results may not be meaningful.

Our quarterly results, including the levels of our revenue, costs and operating expenses, and operating margins, may fluctuate significantly in the future,
and period-to-period comparisons of our results may not be meaningful. Accordingly, the results of any one quarter should not be relied upon as an indication
of our future performance. In addition, our quarterly results may not fully reflect the underlying performance of our business.

Factors that may cause fluctuations in our quarterly results include, but are not limited to:
• our ability to retain our existing customers, and to expand adoption and utilization of our core solutions and Value+ services by our existing

customers;
•  

• our ability to attract new customers, the type of customers we are able to attract, the size and needs of their businesses, and the cost of acquiring
these new customers;

• our ability to convert customers who start their accounts on a free trial into paying subscribers;
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• the mix of our core solutions and Value+ services sold during the period;
• variations in the timing of sales of our core solutions and Value+ services as a result of trends impacting the verticals in which we sell our

software solutions;
• the timing and market acceptance of new core functionality, Value+ services and other products introduced by us and our competitors;
• changes in our pricing policies or those of our competitors;
• the timing of our recognition of revenue;
• the amount and timing of costs and operating expenses related to the maintenance and expansion of our business, infrastructure and operations;
• the amount and timing of costs and operating expenses associated with assessing or entering adjacent markets or new verticals;
• the amount and timing of costs and operating expenses related to the development or acquisition of businesses, services, technologies or

intellectual property rights, and potential future charges for impairment of goodwill from these acquisitions;
• the timing and impact of security breaches, service outages or other performance problems with our technology infrastructure and software

solutions;
• the timing and costs associated with legal or regulatory actions;
• changes in the competitive dynamics of our industry, including consolidation among competitors, strategic partners or customers;
• loss of our executive officers or other key employees;
• industry conditions and trends that are specific to the verticals in which we sell or intend to sell our software solutions; and
• general economic and market conditions.

Fluctuations in quarterly results may negatively impact the value of our Class A common stock, regardless of whether they impact or reflect the overall
performance of our business. If our quarterly results fall below the expectations of investors or any securities analysts who follow our stock, or below any
guidance we may provide, the price of our Class A common stock could decline substantially.

Business management software for SMBs is a relatively new and developing market and, if the market develops more slowly than we expect or declines,
our operating results could be adversely affected.

We currently provide cloud-based business management software for SMBs in the property management and legal industries and, as part of our business
strategy, we will assess entry into new verticals. While the overall market for cloud-based business management software is rapidly growing, it is not as
mature as the market for legacy on-premise software applications. In addition, when compared to larger enterprises, SMBs have not historically purchased
enterprise resource planning or other enterprise-wide software systems to manage their businesses due to the cost and complexity of implementing such
systems, which generally did not address their industry-specific needs. Furthermore, a number of widely adopted cloud-based solutions have not traditionally
targeted SMBs. As a result, many SMBs still run their businesses using manual processes and disparate software systems that are not web-optimized, while
others may have invested substantial resources to integrate a variety of point solutions into their organizations to address one or more specific business needs
and, therefore, may be reluctant to migrate to a vertical cloud-based solution designed to apply to their entire business. Because we derive, and expect to
continue to derive, substantially all of our revenue from sales of our cloud-based business management software to SMBs in our targeted verticals, our
success will depend, to a substantial extent, on the widespread adoption by SMBs in these verticals of cloud computing in general and of cloud-based
business management software in particular.

The market for industry-specific, cloud-based business management software for SMBs, both generally, and specifically within the property
management and legal industries, is evolving and, in comparison to the overall market for cloud-based solutions, is relatively small. The continued expansion
of this market depends on numerous factors, including:

• the cost and perceived value associated with cloud-based business management software relative to on-premise software applications and
disparate point solutions;

• the ability of cloud-based solution providers to offer SMBs the functionality they need to operate and grow their businesses;
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• the willingness of SMBs to transition from their existing software systems, or otherwise alter their existing businesses practices, to migrate their
businesses to a vertical cloud-based business management software solution; and

• the ability of cloud-based solution providers to address security, privacy, availability and other concerns.

If cloud-based business management software does not achieve widespread market acceptance among SMBs, our revenue may increase at a slower rate
than we expect and may even decline, which could adversely affect our operating results. In addition, it is difficult to estimate the rate at which SMBs will be
willing to transition to vertical cloud-based business management software in any particular period, which makes it difficult to estimate the overall size and
growth rate of the market for cloud-based business management software for SMBs at any given point in time or to forecast growth in our revenue or market
share.

Our estimates of market opportunity are subject to significant uncertainty and, even if the markets in which we compete meet or exceed our size estimates,
we could fail to increase our revenue or market share.

Market opportunity estimates are subject to significant uncertainty and are based on assumptions and estimates, including our internal analysis and
industry experience. Assessing the market for industry-specific, cloud-based business management software for SMBs is particularly difficult due to a number
of factors, including limited available information and rapid evolution of the market. If we had made different assumptions or estimates, our estimates of
market opportunity could have been materially different.

In addition, even if the markets in which we compete meet or exceed our size estimates, our business could fail to grow in line with our forecasts, or at
all, and we could fail to increase our revenue or market share. Our growth, and our ability to serve a significant portion of our target markets, will depend on
many factors, including our success in executing our business strategy, which is subject to many risks and uncertainties, including the other risks and
uncertainties described elsewhere in this Quarterly Report.

 

If we are unable to introduce successful enhancements, including new and innovative core functionality and Value+ services for our existing verticals, or
new products for adjacent markets or additional verticals, our business could be adversely affected.

The software industry in general, and in our targeted verticals in particular, is characterized by rapid technological advances, changing industry
standards, evolving customer requirements and intense competition. Our ability to attract new customers, increase revenue from our existing customers, and
expand into adjacent markets depends, in part, on our ability to enhance the functionality of our existing software solutions by introducing new and innovative
core functionality and Value+ services that keep pace with technological developments, and provide functionality that addresses the evolving business needs
of our customers. In addition, our growth over the long term depends, in part, on our ability to introduce new products for adjacent markets or additional
verticals that we identify through our market validation process. Market acceptance of our current and future software solutions will depend on numerous
factors, including:

• the unique functionality of our software solutions and the extent to which our software solutions meet the business needs of our customers;

• the perceived benefits of our cloud-based business management software solutions relative to on-premise software applications or other
competitive products;

• the pricing of our software solutions relative to competitive products;

• perceptions about the security, privacy and availability of our software solutions relative to competitive products;

• time-to-market of our new core functionality, Value+ services and products; and

• perceptions about the quality and responsiveness of our customer service organization.

If we are unable to successfully enhance the functionality of our existing software solutions, including our core solutions and Value+ services, and
develop new products that gain market acceptance in adjacent markets and additional verticals, our revenue may increase at a slower rate than we expect and
may even decline, which could adversely affect our operating results.

Our business depends substantially on existing customers renewing their subscriptions with us and expanding their use of our Value+ services, and a
decline in customer renewal rates, or failure to convince existing customers to adopt and utilize our Value+ services, would harm our operating results.

In order for us to maintain or increase our revenue and improve our operating results, it is important that our existing customers continue to pay
subscription fees for the use of our core solutions, as well as increase their adoption and utilization of our Value+ services. Our customers that start their
accounts using a 30-day free trial have no obligation to begin a paid subscription.
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In addition, our customers have no obligation to renew their subscriptions with us upon expiration of their subscription periods, which range from one month
to one year. We cannot assure you that our customers will renew their subscriptions with us. In addition, although a significant portion of our revenue growth
has historically resulted from the adoption and utilization of our Value+ services by our existing customers, we cannot assure you that our existing customers
will continue to broaden their adoption and utilization of our Value+ services, or use our Value+ services at all. If our existing customers do not renew their
subscriptions and increase their adoption and utilization of our existing or newly developed Value+ services, our revenue may increase at a slower rate than
we expect and may even decline, which could adversely impact our operating results.

Word-of-mouth referrals represent a significant source of new customers for us and provide us with an opportunity to cost-effectively market and sell
our software solutions. The loss of our existing customers, or the failure of our existing customers to adopt and use additional Value+ services, could have a
significant impact on our reputation in our targeted verticals and our ability to acquire new customers cost-effectively. A reduction in the number of our
existing customers, even if offset by an increase in new customers, could have the impact of reducing our revenue and operating margins.
 

In an effort to retain our customers and to expand our customers’ adoption and utilization of our Value+ services, we may choose to use increasingly
costly sales and marketing efforts. In addition, we may make significant investments in research and product development to introduce Value+ services that
ultimately are not broadly adopted by our customers, which could result in a significant increase in costs without a corresponding increase in revenue.
Furthermore, we may fail to identify Value+ services that our customers need for their businesses, in which case we could miss opportunities to increase our
revenue.

We expect to continue to derive a significant portion of our revenue from our property manager customers, and factors resulting in a loss of these
customers could adversely affect our operating results.

Historically, more than 90% of our revenue has been derived from APM, our property management solution, and we expect that our property manager
customers will continue to account for a significant portion of our revenue for the foreseeable future. The businesses of our property manager customers are
typically significantly larger than those of our law firm customers. In addition, our property management solution has been available for longer, is more
established within its vertical with a larger customer base, and currently offers a greater number of Value+ services. We could lose property manager
customers as a result of numerous factors, including:

• the expiration or termination of subscription agreements;

• the introduction of competitive products or technologies;

• changes in pricing policies by us or our competitors;

• acquisitions or consolidations within the industry;

• bankruptcies or other financial difficulties facing our customers; and

• conditions or trends that are specific to the property management industry.

The loss of a significant number of our property manager customers, or the loss of even a small number of our larger property manager customers, could
cause our revenue to increase at a slower rate than we expect or even decline. In addition, we may be unable to grow revenue from our existing property
manager customers by increasing their adoption and utilization of our Value+ services. Even if we continue to experience significant growth in our customer
base within the legal vertical, it may be insufficient to offset slower growth or a decline in the property management business, which could adversely affect
our operating results.

Our growth depends in part on the success of our strategic relationships with third parties.

In order to grow our business, we anticipate that we will continue to depend on our relationships with third parties, including our data center operators,
electronic payment partners and other third parties that support delivery of our software solutions. Identifying partners, negotiating agreements and
maintaining relationships requires significant time and resources. Our competitors may be more effective than us in cost-effectively building relationships
with third parties that enhance their products and services, allow them to provide more competitive pricing, or offer other benefits to their customers. In
addition, acquisitions of our partners by our competitors could result in a decrease in the number of current and potential strategic partners willing to establish
or maintain relationships with us, and could increase the price at which products or services are available to us. If we are unsuccessful in establishing or
maintaining our relationships with third parties, our ability to compete in the marketplace or to grow our revenue could be impaired, which could negatively
impact our operating results. Even if we are successful, we cannot assure you that these relationships will result in increased customer adoption and usage of
our software solutions or improved operating results. Furthermore, if our partners fail to perform as expected, we may be subjected to litigation, our
reputation may be harmed, and our business and operating results could be adversely affected.  
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We depend on data centers and computing infrastructure operated by third parties and any disruption in these operations could adversely affect our
operating results.

We currently serve our customers through a combination of our own servers located in third-party data center facilities, and servers and data centers
operated by Amazon. While we control and have access to our own servers and the other components of our network that are located in our external data
centers, we do not control the operation of any of these third-party data center facilities. The owners of our data center facilities have no obligation to renew
their agreements with us on commercially reasonable terms, or at all. If we are unable to renew these agreements on commercially reasonable terms, or if one
of our third-party data center operators is acquired, we may be required to transfer our servers and other infrastructure to new data center facilities, and we
may incur significant costs and possible service interruptions in connection with doing so.

Problems faced by our third-party data center operators, or with any of the service providers with whom we or they contract, could adversely affect the
experience of our customers. Our third-party data center operators could decide to close their facilities without adequate notice. In addition, any financial
difficulties, such as bankruptcy, faced by our third-party data center operators, or any of the service providers with whom we or they contract, may have
negative effects on our business. Additionally, if our data centers are unable to keep up with our growing needs for capacity or any spikes in customer
demand, it could have an adverse effect on our business. Any changes in third-party service levels at our data centers could result in loss of or damage to our
customers’ stored information and service interruptions, which could hurt our reputation. These issues could also cause us to lose customers, harm our ability
to attract new customers, or subject us to potential liability, any of which could adversely affect our operating results.

Our systems are not fully redundant, and we have not yet implemented a complete disaster recovery plan or business continuity plan. Although the
redundancies we do have in place will permit us to respond, at least to some degree, to service outages, our third-party data centers are vulnerable in the event
of failure. We do not yet have adequate structure or systems in place to recover from a data center’s severe impairment or total destruction, and recovery from
the total destruction or severe impairment of any of our third-party data centers could be difficult and may not be possible at all.

We use third-party service providers for important payment processing and reporting functions and their failure to fulfill their contractual obligations
could harm our reputation and disrupt our business.

We use payment processing organizations and other service providers to enable us to provide electronic payment services to our customers, including
EFT, and access to various reporting tools, such as background and credit checks. As a result, we have significantly less control over these payment
processing and reporting functions than if we were to maintain and operate them ourselves. In some cases, functions necessary to our business are performed
on proprietary third-party systems and software to which we have no access. We also generally do not have long-term contracts with these organizations and
service providers. In addition, some of these organizations and service providers compete with us by directly or indirectly selling payment processing or
reporting services to customers. The failure of these organizations and service providers to renew their contracts with us or to fulfill their contractual
obligations could harm our reputation, result in significant disruptions to our business, and adversely affect our operating results.

Our platform must integrate with a variety of devices, operating systems and browsers that are developed by others, and if we are unable to ensure that
our software solutions interoperate with such devices, operating systems and browsers, our software solutions may become less competitive, and our
operating results may be harmed.

We offer our software solutions across a variety of operating systems and through the Internet. We are dependent on the interoperability of our platform
with third-party devices, desktop and mobile operating systems, as well as web browsers that we do not control. Any changes in such devices, systems or web
browsers that degrade the functionality of our software solutions or give preferential treatment to competitive services could adversely affect adoption and
usage of our software solutions. In addition, in order to deliver high quality software solutions, we will need to continuously enhance and modify our
functionality to keep pace with changes in Internet-related hardware, mobile operating systems such as iOS and Android, browsers and other software,
communication, network and database technologies. We may not be successful in developing enhancements and modifications that operate effectively with
these devices, operating systems, web browsers and other technologies or in bringing them to market in a timely manner. Furthermore, uncertainties regarding
the timing or nature of new network platforms or technologies, and modifications to existing platforms or technologies, could increase our research and
product development expense. In the event that it is difficult for our customers to access and use our software solutions, our customer growth may be harmed,
and our operating results could be adversely affected.
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The markets in which we participate are intensely competitive and, if we do not compete effectively, our business could be harmed.

The overall market for business management software is global, highly competitive and continually evolving in response to changes in technology,
operational requirements, and laws and regulations. Although earlier in its development, the market for cloud-based business management software is also
highly competitive and subject to similar market factors.

While we focus on providing industry-specific, cloud-based business management software solutions to SMBs in our targeted verticals, we compete
with other vertical cloud-based solution providers that serve companies of all sizes, as well as with horizontal cloud-based solution providers that provide
broad cloud-based solutions across multiple verticals. Our competitors include established vertical software vendors, as well as newer entrants in the market.
We also face competition from numerous cloud-based solution providers that focus almost exclusively on one or more point solutions. Continued
consolidation among cloud-based providers could lead to significantly increased competition.

Although the domain expertise required to successfully develop, market and sell cloud-based business management software solutions in the property
management and legal verticals may hinder new entrants that are unable to invest the necessary resources to develop and deploy cloud-based solutions with
the same level of functionality as ours, many of our competitors and potential competitors are larger and have greater name recognition, longer operating
histories, and significantly greater resources than we do. As a result, our competitors may be able to respond more quickly and effectively to new or changing
opportunities, technologies, operational requirements and industry standards. Some of these competitors may have more established customer relationships or
strategic partnerships with third parties that enhance their products and services. Other competitors may offer products or services that address one or a
number of business functions on a standalone basis at lower prices or bundled as part of a broader product sale, or with greater depth than our software
solutions. In addition, our current and potential competitors may develop, market and sell new technologies with comparable functionality to our software
solutions, which could force us to decrease our prices in order to remain competitive. For all of these reasons, we may not be able to compete effectively
against our current and future competitors, which could harm our business.

Pricing pressure may cause us to change our pricing model, which could hurt our renewal rates and adversely affect our operating results.

As the markets for our existing software solutions mature, or as current and future competitors introduce new products or services that compete with
ours, we may experience pricing pressure and be unable to renew our subscription agreements with existing customers or attract new customers at prices that
are consistent with our pricing model and operating budget. If this were to occur, it is possible that we would have to change our pricing model, offer price
incentives or reduce our prices. In addition, our customers are SMBs, which are typically more price sensitive than larger enterprises. Changes to our pricing
model could hurt our renewal rates and adversely affect our revenue and operating results.

If we lose key members of our management team, our business may be harmed.

Our success and future growth depend, in part, upon the continued services of our executive officers and other key employees. From time to time, there
may be changes in our executive officers or other key employees resulting from the hiring or departure of these personnel, which may disrupt our business.
Our executive officers and other key employees are generally employed on an at-will basis, which means that these personnel could terminate their
employment with us at any time. Additionally, the equity awards held by many of our executive officers and other key employees are close to fully vested,
and these employees may not have sufficient financial incentive to stay with us. The loss of one or more of our executive officers or other key employees, or
the failure by our executive team to work effectively with our employees and lead our company, could have an adverse effect on our business.

Our corporate culture has contributed to our success and, if we cannot maintain this culture as we grow, we could lose the passion, creativity, teamwork,
focus and innovation fostered by our culture.

We believe that our culture has been and will continue to be a key contributor to our success. If we do not continue to develop our corporate culture or
maintain our core values as we grow and evolve, we may be unable to foster the passion, creativity, teamwork, focus and innovation we believe we need to
support our growth. Any failure to preserve our culture could negatively affect our ability to recruit and retain personnel and to effectively focus on and
pursue our strategic objectives. Moreover, liquidity available to our employee security holders could lead to disparities of wealth among our employees,
which could adversely impact relations among employees and our culture in general. As we grow and mature as a public company, we may find it difficult to
maintain our corporate culture.
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We expect to experience rapid growth and, if we fail to manage our growth effectively, we may be unable to execute our business plan.

We have experienced significant growth since our formation in 2006, and we anticipate that we will continue to experience growth and expansion of our
operations. For example, since our incorporation, we have significantly increased the number of employees across our organization, introduced new Value+
services, including our electronic payment services and tenant liability insurance program, and entered a new vertical with the acquisition of MyCase. This
growth in the size, complexity and diversity of our business has placed, and we expect that our continued growth will continue to place, a significant strain on
our management, administrative, operational and financial resources, as well as our company culture. Our future success will depend, in part, on our ability to
manage this growth effectively. To manage the expected growth of our operations and personnel, we will need to continue to develop and improve our
operational and financial controls and our reporting systems and procedures, and to nurture and build on our company culture. Failure to effectively manage
growth could adversely impact our business, including by resulting in errors or delays in deploying new core functionality to our customers, delays or
difficulties in introducing new Value+ services or other products, declines in the quality or responsiveness of our customer service organization, increases in
costs and operating expenses, and other operational difficulties. If any of these risks actually occurs, it could harm our reputation, adversely affect our
operating results, and inhibit or preclude us from achieving our strategic objectives.

We depend on highly skilled personnel and, if we are unable to retain or hire additional qualified personnel, we may not be able to achieve our strategic
objectives.

To execute our growth plan and achieve our strategic objectives, we must continue to attract and retain highly qualified and motivated personnel across
our organization. In particular, in order to continue to enhance our software solutions, add new and innovative core functionality and Value+ services, as well
as develop new products, it will be critical for us to substantially increase the size of our research and product development organization, including hiring
highly skilled engineers with experience in designing, developing and testing cloud-based software solutions. Competition for software engineers is intense
within our industry and there continues to be upward pressure on the compensation paid to these professionals. In addition, in order for us to achieve broader
market acceptance of our software solutions, grow our customer base, and pursue adjacent markets and new verticals, we will need to continue to
significantly increase the size of our sales and marketing organization. Identifying and recruiting qualified sales personnel and training them in the use of our
platform requires significant time and expense, and it can be particularly difficult to retain these personnel.

Many of the companies with which we compete for experienced personnel have greater name recognition and financial resources than we have. If we
hire employees from competitors or other companies, their former employers may attempt to assert that we or these employees have breached their legal
obligations, resulting in a diversion of our time and resources. In addition, our headquarters are located in Santa Barbara, California, which is not generally
recognized as a prominent commercial center, and it is challenging to attract qualified professionals due to our geographic location. As a result, we may have
difficulty hiring and retaining suitably skilled personnel with the qualifications and motivation to expand our business. If we are unable to attract and retain
the personnel necessary to execute our growth plan, we may be unable to achieve our strategic objectives and our operating results may suffer.

In addition, prospective and existing employees often consider the value of the equity awards they receive in connection with their employment. If the
perceived value of our equity awards declines, or if the price of our Class A common stock experiences significant volatility, it may adversely affect our
ability to recruit and retain highly skilled employees. If we fail to attract new personnel or to retain and motivate our current personnel, our future growth
prospects could be adversely affected and our business could be harmed.

We have acquired, and may in the future acquire, other companies or technologies, which could divert our management’s attention, result in additional
dilution to our stockholders and otherwise disrupt our operations.

We have acquired, and may in the future acquire, other companies or technologies to complement or expand our software solutions, optimize our
technical capabilities, enhance our ability to compete in our targeted verticals, provide an opportunity to expand into an adjacent market or new vertical, or
otherwise offer growth or strategic opportunities. For example, in 2012, we acquired MyCase, which allowed us to accelerate our time-to-market in the legal
vertical and, in April 2015, we acquired RentLinx, an advertising aggregator, which we believe will allow us to offer additional Value+ services to our
property manager customers. The pursuit of acquisitions may divert the attention of management and cause us to incur various expenses in identifying,
investigating and pursuing suitable acquisitions, whether or not they are consummated.

We have limited experience acquiring other businesses. We may not be able to integrate acquired assets, technologies, personnel and operations
successfully or achieve the anticipated synergies or other benefits from the acquired business due to a number of risks associated with acquisitions, including:
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• incurrence of acquisition-related costs;

• difficulties integrating the assets, technologies, personnel or operations of the acquired business in a cost-effective manner, or inability to do so;

• difficulties and additional expenses associated with supporting legacy products and services of the acquired business;

• difficulties converting the customers of the acquired business to our software solutions and contract terms;

• diversion of management’s attention from our business to address acquisition and integration challenges;

• adverse effects on our existing business relationships with customers and strategic partners as a result of the acquisition;

• cultural challenges associated with integrating employees from the acquired organization into our company;

• the loss of key employees;

• use of resources that are needed in other parts of our business;

• use of substantial portions of our available cash to consummate the acquisition; and

• unanticipated costs or liabilities associated with the acquisition.

If an acquired business fails to meet our expectations, our operating results, business and financial position may suffer. In addition, acquisitions could
also result in dilutive issuances of equity securities or the incurrence of debt, which could adversely affect our operating results. Furthermore, a significant
portion of the purchase price of companies we may acquire could be allocated to goodwill and other intangible assets, which must be assessed for impairment.
In the future, if our acquisitions do not yield expected returns, we may be required to take charges to our operating results based on this impairment
assessment process, which could adversely affect our operating results.

If our property manager customers stop requiring residents to provide proof of tenant liability insurance, if insurance premiums decline or if the insureds
experience greater than expected losses, our operating results could be harmed.

We generate revenue by offering tenant liability insurance through a wholly owned subsidiary. Some of our property manager customers require
residents to provide proof of tenant liability insurance and offer to enroll residents in their tenant liability insurance policy as additional insureds. If demand
for rental housing declines, or if our property manager customers believe that it may decline, these customers may reduce their rental rates and stop requiring
residents to provide proof of tenant liability insurance in order to reduce the overall cost of renting and make their rental offerings more competitive. If our
property manager customers stop requiring residents to provide proof of tenant liability insurance or elect to enroll residents in insurance programs offered by
competing providers, or if insurance premiums otherwise decline, our revenues from insurance services could be adversely affected.

Additionally, our tenant liability insurance policies are underwritten by us, and we are required by our insurance partner to maintain a reserve to cover
potential claims under the policies. While our policies have a limit of $100,000 per occurrence, there is no limit on the dollar amount of claims that could be
made against us in any particular period or in the aggregate. In the event that claims by the insureds increase unexpectedly, our reserve may not be sufficient
to cover our resultant liability under the policies. To the extent we are required to pay out amounts to insureds that are significantly higher than our current
reserves, it could have an adverse effect on our operating results.

Our tenant liability insurance business is subject to state governmental regulation, which could limit the growth of our insurance business and impose
additional costs on us.

Our wholly owned subsidiary holds a license from the State of Hawaii Insurance Division of the Department of Commerce and Consumer Affairs and
our third-party service providers maintain licenses with a number of other individual state departments of insurance. Collectively, we are subject to state
governmental regulation and supervision in connection with the operation of our tenant liability insurance business. This state governmental supervision
could limit the growth of our insurance business by increasing the costs of regulatory compliance, limiting or restricting the products or services we provide
or the methods by which we provide them, or subjecting us to the possibility of regulatory actions or proceedings. Our continued ability to maintain these
insurance licenses in the jurisdictions in which we are licensed depends on our compliance with the rules and regulations promulgated from time to time by
the regulatory authorities in each of these jurisdictions. Furthermore, state insurance departments conduct periodic examinations, audits and investigations of
the affairs of insurance companies, any of which could result in the expenditure of significant management time or financial resources.
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In all jurisdictions, the applicable laws and regulations are subject to amendment or interpretation by regulatory authorities. Generally, such authorities
are vested with relatively broad discretion to grant, renew and revoke licenses and approvals and to implement rules and regulations. Accordingly, we may be
precluded or temporarily suspended from carrying on some or all of the activities of our insurance business or otherwise be fined or penalized in a given
jurisdiction. No assurances can be given that our insurance business can continue to be conducted in any given jurisdiction as it has been conducted in the past
or that we will be able to expand our insurance business in the future.

All of our revenues are generated by sales to customers in our targeted verticals, and factors that adversely affect the applicable industry could also
adversely affect us.

Currently, all of our sales are to customers in the property management and legal industries. Demand for our software solutions could be affected by
factors that are unique to and adversely affect our targeted verticals. In particular, the property management and legal industries are highly regulated, subject
to intense competition and impacted by changes in general economic and market conditions. For example, changes in applicable laws and regulations could
significantly impact the software functionality demanded by our customers and require us to expend significant resources to ensure our software solutions
continue to meet their evolving needs. In addition, other industry-specific factors, such as industry consolidation or the introduction of competing technology,
could lead to a significant reduction in the number of customers that use our software solutions within a particular vertical or the Value+ services demanded
by these customers. Further, if the rental housing or legal markets decline, our customers may decide not to renew their subscriptions or they may cease using
our Value+ services in order to reduce costs and remain competitive. As a result, our ability to generate revenue from our property manager and law firm
customers could be adversely affected by specific factors that affect the property management or legal industries.

Our software solutions address functions within the heavily regulated property management and legal industries, and our customers’ failure to comply
with applicable laws and regulations could subject us to litigation.

We sell our software solutions to customers within the property management and legal industries. Our customers use our software solutions for business
activities that are subject to a number of laws and regulations, including state and local real property laws and legal ethics rules. Any failure by our customers
to comply with laws and regulations applicable to their businesses, and in particular to the functions for which our software solutions are used, could result in
fines, penalties or claims for substantial damages against our customers. To the extent our customers believe that such failures were caused by our software
solutions or our customer service organization, our customers may make claims for damages against us, regardless of whether we are responsible for the
failure. We may be subject to lawsuits that, even if unsuccessful, could divert our resources and our management’s attention and adversely affect our business,
and our insurance coverage may not be sufficient to cover such claims against us.

If we are unable to deliver effective customer service, it could harm our relationships with our existing customers and adversely affect our ability to
attract new customers.

Our business depends, in part, on our ability to satisfy our customers, both by providing software solutions that address their business needs, and by
providing on-boarding services and ongoing customer service, which contributes to retaining customers and increasing adoption and utilization of our Value+
services by our existing customers. Once our software solutions are deployed, our customers depend on our customer service organization to resolve technical
issues relating to their use of our solutions. We may be unable to respond quickly to accommodate short-term increases in customer demand for support
services or may otherwise encounter a customer issue that is difficult to resolve. If a customer is not satisfied with the quality or responsiveness of our
customer service, we could incur additional costs to address the situation. As we do not separately charge our customers for support services, increased
demand for our support services would increase costs without corresponding revenue, which could adversely affect our operating results.
 

In addition, our sales process is highly dependent on the ease of use of our software solutions, our reputation and positive recommendations from our
existing customers. Any failure to maintain high-quality or responsive customer service, or a market perception that we do not maintain high-quality or
responsive customer service, could harm our reputation, cause us to lose customers and adversely impact our ability to sell our software solutions to
prospective customers.

If we are unable to maintain and promote our brands, or to do so in a cost-effective manner, our ability to achieve market acceptance of our software
solutions and expand our customer base will be impaired.

We believe that maintaining and promoting our brands is critical to achieving widespread awareness and acceptance of our software solutions, and
maintaining and expanding our customer base. We also believe that the importance of brand recognition will increase as competition in our targeted verticals
increases. If we do not continue to build awareness of our brands, we could
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be placed at a competitive disadvantage to companies whose brands are, or become, more recognizable than ours. Maintaining and promoting our brands will
depend, in part, on our ability to continue to provide new and innovative core functionality and Value+ services and best-in-class customer service, as well as
the effectiveness of our sales and marketing efforts. If we fail to deliver products and functionality that address our customers’ business needs, or if we fail to
meet our customers’ expectations for customer service, it could weaken the perception of our brands and harm our reputation. Additionally, the actions of
third parties may affect our brands and reputation if customers do not have a positive experience using the services of our third-party partners that support our
software solutions. Maintaining and enhancing our brands may require us to make substantial investments, and these investments may not result in
commensurate increases in our revenue. If we fail to successfully promote and maintain our brands, or if we incur expenses in this effort that are not offset by
increased revenue, our business and operating results could be adversely affected.

If we are unable to increase sales of our software solutions to larger customers while mitigating the risks associated with serving such customers, our
business and operating results may suffer.

While we plan to continue to market and sell our software solutions to SMBs, our growth strategy is dependent, in part, upon increasing sales of our
software solutions to larger customers within the SMB market. Sales to larger customers involve risks that may not be present, or that are present to a lesser
extent, in sales to smaller businesses. As we seek to increase our sales to larger customers, we may invest considerably greater amounts of time and financial
resources in our sales and marketing efforts. In addition, we may face longer sales cycles and experience less predictability and greater competition in
completing some of our sales than we have in selling our software solutions to smaller entities. Although we generally have not configured our software
solutions or negotiated our pricing for specific customers, which has historically resulted in reduced upfront selling costs, our ability to successfully sell our
software solutions to larger customers may be dependent, in part, on our ability to develop functionality, or to implement pricing policies, that are unique to
particular customers. It may also be dependent on our ability to attract and retain sales personnel with experience selling to larger organizations. Also, because
security breaches or other performance problems with respect to larger customers may result in greater economic harm to these customers and more adverse
publicity, there is increased financial and reputational risk associated with serving such customers. If we are unable to increase sales of our software solutions
to larger customers, while mitigating the risks associated with serving such customers, our business and operating results may suffer.

Because we recognize revenue from subscriptions for our software solutions over the terms of the subscription agreements, downturns or upturns in new
business may not be immediately reflected in our operating results.

We recognize revenue from customers ratably over the terms of their subscription agreements, which range from one month to one year. As a result,
some of the revenue we report in each period is derived from the recognition of deferred revenue relating to subscription agreements entered into during
previous periods. Consequently, a decline in new or renewed subscriptions in any one period may not be reflected in our revenue results for that period.
However, any such decline will negatively affect our revenue in future quarters. Our subscription model also makes it difficult for us to rapidly increase our
revenue through additional sales in any period, as revenue from new customers must be recognized over the applicable subscription period. Accordingly, the
effect of downturns or upturns in our sales and the market acceptance of our software solutions, and potential changes in our customer retention rates, may not
be apparent in our operating results until future periods.

Because our invoicing is generally for periods less than one year, we do not have significant deferred revenue and our growth is therefore heavily
dependent on subscription sales and renewals in the current year.

Our growth is heavily dependent on subscription sales and renewals in the current year. We offer our core solutions and Value+ subscription services to
customers pursuant to subscription agreements with relatively short terms ranging from one month to one year. We generally invoice our customers for
subscription services in monthly, quarterly or annual installments, typically in advance of the subscription period. As a result, we do not have significant
deferred revenue because invoicing is generally for periods less than one year. We do not currently intend to extend the terms of our subscription agreements,
or to invoice our customers less frequently, and we expect that we will continue to depend on current-year sales and renewals to drive our growth.

Failure to protect our intellectual property rights could impair our ability to protect our proprietary technology and our brands.

We currently rely on patent, trademark, copyright and trade secret laws, trade secret protection and confidentiality or license agreements with our
employees, customers, partners and others to protect our intellectual property rights. Our success and ability to compete depend, in part, on our ability to
protect our intellectual property, including our proprietary technology and our brands. If we are unable to protect our proprietary rights adequately, our
competitors could use the intellectual property we have developed to enhance their own products and services, which could harm our business.
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In order to monitor and protect our intellectual property rights, we may be required to spend significant resources. Litigation brought to protect and
enforce our intellectual property rights could be costly, time-consuming and distracting to management and could result in the impairment or loss of portions
of our intellectual property, or require us to pay costly royalties. Furthermore, our efforts to enforce our intellectual property rights may be met with defenses,
counterclaims and countersuits attacking the validity and enforceability of our intellectual property rights. Accordingly, we may not be able to prevent third
parties from infringing upon or misappropriating our intellectual property. Our failure to secure, protect and enforce our intellectual property rights could
adversely affect our business and operating results.

We may be sued by third parties for alleged infringement of their proprietary rights.

There is considerable patent, trademark, copyright, trade secret and other intellectual property development activity in our industry. Our success
depends, in part, on our not infringing upon the intellectual property rights of others. Our competitors, as well as a number of other entities and individuals,
may own or claim to own intellectual property relating to our technology or software solutions. From time to time, our competitors or other third parties may
claim that we are infringing upon their intellectual property rights. However, we may be unaware of the intellectual property rights that others may claim
cover some or all of our technology or software solutions. Any claims or litigation, regardless of merit, could cause us to incur significant expenses and, if
successfully asserted against us, could require that we pay substantial damages, settlement costs or ongoing royalty payments, require that we comply with
other unfavorable license and other terms, or prevent us from offering our software solutions in their current form. Even if the claims do not result in litigation
or are resolved in our favor, these claims, and the time and resources necessary to resolve them, could divert the attention of our management and key
personnel from our business operations and harm our operating results.

 

Our software solutions contain open source software, which may pose particular risks to our proprietary source code, and could have a negative impact
on our business and operating results.

We use open source software in our software solutions and expect to continue to do so in the future. The terms of many open source licenses to which
we are subject have not been interpreted by U.S. or foreign courts, and there is a risk that open source licenses could be construed in a manner that imposes
unanticipated conditions, restrictions or costs on our ability to provide or distribute our software solutions. Additionally, we may from time to time face
claims from third parties alleging ownership of, or demanding release of, the open source software or derivative works that we developed using such
software, which could include our proprietary source code, or otherwise seeking to enforce the terms of the applicable open source license. These claims
could result in litigation, which could be costly for us to defend, and could require us to make our source code freely available, purchase a costly license or
cease offering the implicated core functionality and Value+ services unless and until we can re-engineer them to avoid infringement. This re-engineering
process could require significant additional research and product development resources, and we may not be able to complete it successfully or in a timely
manner. In addition to risks related to license requirements, usage of certain open source software can lead to greater risks than use of third-party commercial
software, as open source licensors generally do not provide warranties or controls on the origin of software. Many of these risks could be difficult to eliminate
or manage, and could have a negative effect on our business and operating results.

Changes in laws and regulations related to the Internet or changes in the Internet infrastructure itself may diminish the demand for our software
solutions, and could have a negative impact on our business.

The future success of our business depends upon the continued use of the Internet as a primary medium for commerce, communication and business
services. Federal, state or foreign government bodies or agencies have in the past adopted, and may in the future adopt, laws or regulations affecting the use
of the Internet as a commercial medium. Changes in these laws or regulations could require us to modify our software solutions in order to comply with these
changes. In addition, government agencies or private organizations may begin to impose taxes, fees or other charges for accessing the Internet, or for the
commerce conducted via the Internet. These laws or charges could limit the growth of Internet-related commerce or communications generally, result in
reductions in the demand for Internet-based business services such as ours, and cause us to incur significant expenses.

The use of the Internet in general could be adversely affected by delays in the development or adoption of new standards and protocols to handle
increased demands of Internet activity, accessibility, reliability, security, cost, ease of use and quality of service. In addition, the use of the Internet as a
medium for commerce, communication and business services may have been, and may continue to be, adversely affected by concerns regarding network
outages, software errors, viruses, security breaches, fraud or other malicious activity. If the use of the Internet is adversely affected by these issues, demand
for our software solutions could suffer.
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Privacy and data security laws and regulations could impose additional costs on us and reduce the demand for our software solutions.

Our customers store and transmit a significant amount of personal or identifying information through our technology platform. Privacy and data security
have become significant issues in the United States and in other jurisdictions where we may offer our software solutions. The regulatory framework relating
to privacy and data security issues worldwide is rapidly evolving and is likely to remain uncertain for the foreseeable future. Federal, state and foreign
government bodies and agencies have in the past adopted, or may in the future adopt, laws and regulations regarding the collection, use, processing, storage
and disclosure of personal or identifying information obtained from customers and other individuals. In addition to government regulation, privacy advocates
and industry groups may propose various self-regulatory standards that may legally or contractually apply to our business. Because the interpretation and
application of many privacy and data security laws, regulations and applicable industry standards are uncertain, it is possible that these laws, regulations and
standards may be interpreted and applied in a manner inconsistent with our existing privacy and data management practices. As we expand into new
jurisdictions or verticals, we will need to understand and comply with various new requirements applicable in those jurisdictions or verticals.

To the extent applicable to our business or the businesses of our customers, these laws, regulations and industry standards could have negative effects on
our business, including by increasing our costs and operating expenses, and delaying or impeding our deployment of new core functionality, Value+ services
and products. Compliance with these laws, regulations and industry standards requires significant management time and attention, and failure to comply could
result in negative publicity, subject us to fines or penalties, or result in demands that we modify or cease existing business practices. In addition, the costs of
compliance with, and other burdens imposed by, such laws, regulations and industry standards may adversely affect our customers’ ability or desire to collect,
use, process and store personal information using our software solutions, which could reduce overall demand for them. Even the perception of privacy and
data security concerns, whether or not valid, may inhibit market acceptance of our software solutions in certain verticals. Furthermore, privacy and data
security concerns may cause our customers’ clients, vendors, employees and other industry participants to resist providing the personal information necessary
to allow our customers to use our applications effectively. Any of these outcomes could adversely affect our business and operating results.

We may require additional capital to support our operations or the growth of our business, and we cannot be certain that this capital will be available on
reasonable terms when required, or at all.

We may need additional capital to grow our business and meet our strategic objectives. Our ability to obtain additional capital, if and when required,
will depend on numerous factors, including investor and lender demand, our historical and forecasted financial and operating performance, our market
position, and the overall condition of the capital markets. We cannot guarantee that additional financing will be available to us on favorable terms when
required, or at all. In addition, if we raise additional funds through the issuance of equity securities, those securities may have powers, preferences or rights
senior to the rights of our Class A common stock, and our existing stockholders may experience dilution. If we raise additional funds through the issuance of
debt securities, we may incur interest expense or other costs to service the indebtedness, or we may be required to encumber certain assets, which could
negatively impact our operating results. Furthermore, if we are unable to obtain adequate financing or financing on terms satisfactory to us when we require
it, our ability to continue to support the growth of our business and the achievement of our strategic objectives could be significantly impaired and our
operating results may be harmed.

Financing agreements we are party to or may become party to may contain operating and financial covenants that restrict our business and financing
activities. Failure to comply with these covenants, or other restrictions, could result in default under these agreements.

Our existing Credit Facility with Wells Fargo contains certain operating and financial restrictions and covenants, including limitations on dividends,
dispositions, mergers or consolidations, incurrence of indebtedness and liens, and other corporate activities. These restrictions and covenants, as well as those
contained in any future financing agreements that we may enter into, may restrict our ability to finance our operations, and to engage in, expand or otherwise
pursue our business activities and strategic objectives. Our ability to comply with these covenants may be affected by events beyond our control, and breaches
of these covenants could result in a default under our existing credit agreement and any future financial agreements that we may enter into. If not waived,
defaults could cause our outstanding indebtedness under the Credit Facility and any future financing agreements that we may enter into to become
immediately due and payable.

Because our long-term growth strategy involves expansion of our sales to customers outside the United States, our business will be susceptible to the risks
associated with international operations.

A component of our growth strategy involves the expansion of our international operations and worldwide customer base. To date, we have realized an
immaterial amount of revenue from customers outside the United States. Operating in international markets will require significant resources and
management attention and will subject us to regulatory, economic, geographic and
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political risks that are different from those in the United States. Because of our limited experience with international operations and significant differences
between the United States and international markets, our international expansion efforts may not be successful in creating demand for our software solutions
outside of the United States or in effectively selling subscriptions to our software solutions in the international markets we enter. If we invest substantial time
and resources to expand our international operations and are unable to do so successfully, our business and operating results could suffer.

We will incur significant costs and devote substantial management time as a result of operating as a public company.

As a public company, we are subject to certain requirements under the Securities Act, the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Wall
Street Reform and Consumer Protection Act and the related rules and regulations of the SEC. We are also subject to the listing standards of NASDAQ.
Compliance with these rules and regulations makes some activities more difficult, time consuming, or costly, and places significant strain on our personnel,
systems and resources. In particular, it will require us to hire additional accounting and financial personnel with appropriate public company experience and
technical knowledge. We cannot predict with certainty the amount of additional costs we may incur as a result of being a public company or the timing of
such costs, which will increase our general and administrative expense. In addition, being a public company and these new rules and regulations, has made it
more expensive for us to obtain director and officer liability insurance, and in the future we may be required to accept reduced coverage or incur substantially
higher costs to obtain coverage. These factors could also make it more difficult for us to attract and retain qualified people to serve on our board of directors
or as executive officers.

We have identified material weaknesses in our internal control over financial reporting that, if not corrected, could result in material misstatements to our
financial statements.

In connection with the audit of our consolidated financial statements as of and for the year ended December 31, 2014, our independent registered public
accounting firm identified material weaknesses in our internal control over financial reporting. A material weakness is a deficiency, or combination of
deficiencies, in internal control over financial reporting such that there is a reasonable possibility that a material misstatement of our annual or interim
financial statements would not be prevented or detected on a timely basis. We have not designed or maintained an effective control environment with
sufficient personnel with an appropriate level of accounting and financial reporting expertise with respect to the accounting for non-routine, complex
transactions. This lack of an effective control environment contributed to a material weakness in our accounting policies and procedures designed to address
the accounting for unusual or complex transactions. These material weaknesses resulted in audit adjustments in our 2014 financial statements and a revision
to our 2012 and 2013 financial statements.

Neither we nor our independent registered public accounting firm has performed or was required to perform an evaluation of our internal control over
financial reporting in accordance with Section 404 of the Sarbanes-Oxley Act. While we have begun the process of evaluating the design and operation of our
internal control over financial reporting and implementing additional processes and controls, we are in the early phases and have not completed our
implementation. During the course of our evaluation and implementation, we may identify additional control deficiencies, which could give rise to other
material weaknesses, in addition to the material weaknesses described above. The material weaknesses described above or any newly identified material
weakness could result in a material misstatement of our annual or interim consolidated financial statements that would not be prevented or detected.

 

If we fail to achieve and maintain an effective system of internal control over financial reporting, our ability to produce timely and accurate financial
statements or comply with applicable regulations could be impaired.

As a public company, we are required to comply with the SEC’s rules and regulations implementing Sections 302 and 404 of the Sarbanes-Oxley Act,
which require management to certify financial and other information in our quarterly and annual reports and provide an annual management report on the
effectiveness of our internal control over financial reporting. Though we are required to disclose changes made in our internal controls and procedures on a
quarterly basis, Section 404 of the Sarbanes-Oxley Act requires that we evaluate and determine the effectiveness of our internal control over financial
reporting commencing with our second annual report on Form 10-K by providing a management report on internal control over financial reporting. Pursuant
to the JOBS Act, our independent registered public accounting firm will not be required to attest to the effectiveness of our internal control over financial
reporting until the later of the year following our first annual report required to be filed with the SEC or the date we are no longer an emerging growth
company.

If we continue to have a material weakness in our internal control over financial reporting, we may not detect errors on a timely basis and our financial
statements may be materially misstated. Ineffective internal control over financial reporting, failure to comply with the requirements of Section 404 of the
Sarbanes-Oxley Act in a timely manner and the inability to express an opinion as to the effectiveness of our internal control over financial reporting could
cause investors to lose confidence in our reported financials and other information, which could have a negative effect on the market price of our Class A
common stock.
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Additionally, it could lead to an investigation by the SEC, NASDAQ or other regulatory authorities, which could require additional financial and management
resources.

We are an emerging growth company and our decision to comply with certain reduced reporting and disclosure requirements could make our Class A
common stock less attractive to investors.

We qualify as an emerging growth company under the JOBS Act. An emerging growth company may take advantage of specified reduced reporting
requirements and may be relieved of other significant requirements that are otherwise generally applicable to public companies. These provisions include:

• an exemption from compliance with the auditor attestation requirement on the effectiveness of our internal control over financial reporting;

• an exemption from compliance with any requirement that the Public Company Accounting Oversight Board may adopt regarding mandatory audit
firm rotation or a supplement to the auditor’s report providing additional information about the audit and the financial statements;

• reduced disclosure about our executive compensation arrangements; and

• exemptions from the requirements to obtain a non-binding advisory vote on executive compensation or stockholder approval of any golden
parachute arrangements.

We have irrevocably elected to opt out of the extended transition period for complying with new or revised accounting standards pursuant to
Section 107(b) of the JOBS Act. However, we intend to take advantage of the other exemptions discussed above. Accordingly, the information that we
provide to our stockholders may be different from the information you receive from other public companies in which you have invested.

We cannot predict if investors will find our Class A common stock less attractive as a result of our reliance on these exemptions. If some investors find
our Class A common stock less attractive as a result of our reliance on these exemptions, there may be a less active trading market for our Class A common
stock, the market price of our Class A common stock may be more volatile, and the trading price of our Class A common stock may be lower than that of
comparable companies.

 

Our ability to use our net operating loss carryforwards and certain other tax attributes may be limited.

As of December 31, 2014, we had U.S. federal net operating loss carryforwards of approximately $56.3 million and state net operating loss
carryforwards of approximately $40.2 million, which begin to expire in 2027 and 2017, respectively. As of December 31, 2014, we had U.S. federal credit
carryforwards of approximately $2.0 million and state credit carryforwards of approximately $2.1 million. The federal credit carryforwards begin to expire in
2027 and the state credits carry forward indefinitely. Under Section 382 of the Internal Revenue Code of 1986, as amended, or the Code, if a corporation
undergoes an “ownership change,” the corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change tax attributes, such as
research tax credits, to offset its post-change income and taxes may be limited. In general, an “ownership change” occurs if there is a cumulative change in
our ownership by “5% shareholders” that exceeds 50 percentage points over a rolling three-year period. Similar rules may apply under state tax laws. It is
possible that our existing net operating loss and/or credit carryforwards may be subject to limitations arising from previous ownership changes, and future
issuances of our stock could cause an ownership change. Furthermore, our ability to utilize net operating loss and/or credit carryforwards of companies that
we have acquired or may acquire in the future may be subject to limitations. Any such limitations on our ability to use our net operating loss carryforwards
and other tax assets could adversely impact our business, financial condition and operating results.

Tax laws or regulations could be enacted or changed and existing tax laws or regulations could be applied to us or to our customers in a manner that
could increase the costs of our software solutions and adversely impact our operating results.

The application of federal, state, local and foreign tax laws to services provided electronically is continuously evolving. New income, sales, use or other
tax laws, statutes, rules, regulations or ordinances could be enacted or amended at any time, possibly with retroactive effect, and could be applied solely or
disproportionately to services provided over the Internet. These enactments or amendments could adversely affect our sales activity due to the inherent cost
increase the taxes would represent and ultimately result in a negative impact on our operating results.

In addition, existing tax laws, statutes, rules, regulations or ordinances could be interpreted, modified or applied adversely to us, possibly with
retroactive effect, which could require us or our customers to pay additional tax amounts, as well as require us or our customers to pay fines or penalties, as
well as interest on past amounts. If we are unsuccessful in collecting such taxes due from our customers, we could be held liable for such costs, thereby
adversely impacting our operating results.
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We may be subject to additional tax liabilities.

We are subject to income, sales, use, value added and other taxes in the United States and other jurisdictions in which we conduct business, and such
laws and rates vary by jurisdiction. Certain jurisdictions in which we do not collect sales, use, value added or other taxes on our sales may assert that such
taxes are applicable, which could result in tax assessments, penalties and interest, and we may be required to pay or collect such taxes in the future. If we
receive an adverse determination as a result of an audit or related litigation, or we unilaterally determine that we have misinterpreted provisions of the tax
regulations to which we are subject, there could be a material effect on our tax provision, net income or cash flows in the period or periods for which that
determination is made.

Adverse economic conditions may negatively impact our business.

The growth of our business depends on the overall demand for business management software and on the economic health of our existing and
prospective customers. Future economic changes could negatively impact the U.S. and global economy, which could cause customers to reduce or delay their
information technology spending, or resist migrating from their existing software to our software solutions. This could in turn reduce demand for our software
solutions and result in a loss of customers, reductions in subscription duration and value, slower adoption of new technologies, increased price competition,
longer sales cycles and increased sales and marketing expenditures. Any of these events could have an adverse effect on our business and operating results.

Our reported financial results may be adversely affected by changes in accounting principles generally accepted in the United States.

Generally accepted accounting principles in the United States, or GAAP, are subject to interpretation by the Financial Accounting Standards Board, or
FASB, the SEC and various bodies formed to promulgate and interpret appropriate accounting principles. A change in these principles or interpretations could
have a significant impact on our reported financial results, and could affect the reporting of transactions completed before the announcement of a change. For
example, in May 2014, the FASB issued Accounting Standards Update, or ASU, No. 2014-09, Revenue from Contracts with Customers, which will replace
most existing revenue recognition guidance under GAAP when it becomes effective for us in 2017, although the FASB has proposed rules to defer its
effectiveness until 2018. We have not yet determined the effect of this guidance on our financial condition or results of operations.

Risks Related to Our Class A Common Stock

The market price of our Class A common stock may be volatile or may decline regardless of our operating performance resulting in substantial losses for
our stockholders.

Prior to the completion of our initial public offering, there was no public market for shares of our Class A common stock. We cannot assure you that an
active trading market for our Class A common stock will develop, or if developed, that any market will be sustained. The market price of our Class A
common stock is likely to be highly volatile and fluctuations in the price of our Class A common stock could cause you to lose all or part of your investment.
The market price of our Class A common stock could be subject to wide fluctuations in response to various factors, many of which may be beyond our control
and may not be related to our overall financial or operating performance, including:

• price and volume fluctuations in the overall stock market from time to time;

• volatility in the market prices and trading volumes of software company stocks;

• changes in operating performance and stock market valuations of other software companies generally or those that sell cloud-based solutions
within our targeted verticals in particular;

• sales of shares of our Class A common stock by us or our stockholders, or perceptions that such sales may occur;

• failure of securities analysts to maintain coverage of us, changes in financial estimates by securities analysts who follow us, or our failure to meet
these estimates or the expectations of investors;

• the guidance we may provide to the public, any changes in that guidance or our failure to meet that guidance;

• announcements by us or our competitors of new products or services;
•  

• the public’s reaction to our press releases, other public announcements and filings with the SEC;

• rumors and market speculation involving us or other software companies;

• actual or anticipated changes in our operating results or fluctuations in our operating results;
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• actual or anticipated developments in our business, our competitors’ businesses or the competitive landscape generally;

• litigation involving us, our industry or both, or investigations by regulators into our operations or those of our competitors;

• developments or disputes concerning our intellectual property or other proprietary rights;

• announced or completed acquisitions of businesses or technologies by us or our competitors;

• new laws or regulations or new interpretations of existing laws or regulations applicable to our business;

• changes in accounting standards, policies, guidelines, interpretations or principles;

• any significant change in our management; and

• general economic conditions and trends, including slow or negative growth of our markets.

In addition, in the past, following periods of volatility in the overall market and the market price of a particular company’s securities, securities class
action litigation has often been instituted against these companies. This litigation, if instituted against us, could result in substantial costs and a diversion of
our management’s attention and adversely affect the price of our Class A common stock.

The dual class structure of our common stock has the effect of concentrating voting control with those stockholders who held our capital stock prior to
the completion of our initial public offering, including our executive officers, directors and principal stockholders, which will limit your ability to
influence corporate matters.

Our Class B common stock has 10 votes per share, and our Class A common stock has one vote per share. As of June 30, 2015, the holders of the
outstanding shares of our Class B common stock, including our executive officers, directors, and principal stockholders, will collectively hold approximately
82.9% of the combined voting power of our outstanding capital stock. Because of the 10-to-one voting ratio between our Class B common stock and Class A
common stock, the holders of our Class B common stock collectively control a majority of the combined voting power of our outstanding capital stock and
therefore are able to exercise significant influence and control over the establishment and implementation of our future business plans and strategic
objectives, as well as to control all matters submitted to our stockholders for approval. These persons may manage our business in ways with which you
disagree and which may be adverse to your interests. This concentrated control may also have the effect of delaying, deterring or preventing a change-in-
control transaction, depriving our stockholders of an opportunity to receive a premium for their capital stock or negatively affecting the market price of our
Class A common stock.

Transfers by holders of our Class B common stock will generally result in those shares converting to Class A common stock, subject to limited
exceptions. The conversion of our Class B common stock to Class A common stock will have the effect, over time, of increasing the relative voting power of
the holders of our Class B common stock who retain their shares over the long term.

Anti-takeover provisions contained in our amended and restated certificate of incorporation and amended and restated bylaws, as well as provisions of
Delaware law, could impair a takeover attempt.

Our amended and restated certificate of incorporation and our amended and restated bylaws contain provisions that could have the effect of rendering
more difficult hostile takeovers, change-in-control transactions or changes in our board of directors or management. Among other things, these provisions:

• authorize the issuance of preferred stock with powers, preferences and rights that may be senior to our common stock, which can be created and
issued by our board of directors without prior stockholder approval;

• provide for the adoption of a staggered board of directors whereby the board is divided into three classes, each of which has a different three-year
term;

• provide that the number of directors will be fixed by the board;

• prohibit our stockholders from filling board vacancies;

• provide for the removal of a director only for cause and then only by the affirmative vote of the holders of a majority of the combined voting
power of our outstanding capital stock;

• prohibit stockholders from calling special stockholder meetings;

• prohibit stockholders from acting by written consent without holding a meeting of stockholders;
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• require the vote of at least two-thirds of the combined voting power of our outstanding capital stock to approve amendments to our certificate of
incorporation or bylaws;

• require advance written notice of stockholder proposals and director nominations;

• provide for a dual-class common stock structure, as discussed above; and

• require the approval of the holders of at least a majority of the outstanding shares of our Class B common stock, voting as a separate class, prior
to consummating a change-in-control transaction.

As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware General Corporation Law, or
DGCL, which may delay, deter or prevent a change-in-control transaction. Section 203 imposes certain restrictions on mergers, business combinations and
other transactions between us and holders of 15% or more of our common stock.

Any provision of Delaware law, our amended and restated certificate of incorporation, or our amended and restated bylaws, that has the effect of
rendering more difficult, delaying, deterring or preventing a change-in-control transaction could limit the opportunity for our stockholders to receive a
premium for their shares of our capital stock, and could also affect the price that some investors are willing to pay for our Class A common stock.

A total of 26,369,104 shares of our outstanding capital stock are restricted from immediate resale but may be sold in the near future, which could depress
the market price of our Class A common stock.

The market price of our Class A common stock could decline as a result of sales of a large number of shares of our Class A common stock in the market,
and the perception that these sales could occur may also depress the market price of our Class A common stock.  As of June 30, 2015, there were 32,594,103
shares of our capital stock outstanding. Our executive officers, directors, director nominees and the holders of substantially all of the shares of our Class B
common stock, and holders of options to purchase shares of our Class B common stock, are subject to lock-up agreements with the underwriters under which
they have agreed, subject to specific exceptions, not to sell any of their shares of our Class A common stock or Class B common stock prior to December 22,
2015. As a result of these agreements and the provisions of our investors’ rights agreement, all shares of our capital stock will be available for sale in the
public market beginning on December 22, 2015, subject in some cases to the volume and other restrictions of Rule 144 and Rule 701 under the Securities Act,
as well as our insider trading policy.

Following the expiration of the lock-up agreements referred to above, stockholders holding approximately 17,006,679 shares of our Class B common
stock will be entitled to registration rights with respect to the sale of the shares of our Class A common stock into which these shares are convertible.

Sales of our Class A common stock as restrictions end or pursuant to registration rights may make it more difficult for us to sell equity securities in the
future at a time and at a price that we deem appropriate. These sales could also cause the market price of our Class A common stock to decline and make it
more difficult for you to sell shares of our Class A common stock.

If securities or industry analysts do not publish or cease publishing research or reports about us, our business, our market or our competitors, or if they
adversely change their recommendations regarding our Class A common stock, the market price and trading volume of our Class A common stock could
decline.

The trading market for our Class A common stock is influenced, to some extent, by the research and reports that securities or industry analysts publish
about us, our business, our market or our competitors. If any of the analysts who cover us adversely change their recommendations regarding our Class A
common stock or provide more favorable recommendations about our competitors, the market price of our Class A common stock may decline. If any of the
analysts who cover us were to cease coverage of us or fail to publish reports on us regularly, visibility of our company in the financial markets could decrease,
which in turn could cause the market price or trading volume of our Class A common stock to decline.

We do not expect to declare any dividends in the foreseeable future.

We have never declared or paid any cash dividends on our existing common stock. We do not anticipate declaring or paying any cash dividends to
holders of our Class A common stock in the foreseeable future and intend to retain all future earnings for the growth of our business. In addition, the terms of
our credit facility restrict our ability to pay dividends. Consequently, investors may need to rely on sales of our Class A common stock after price
appreciation, which may never occur, as the only way to realize any future gains on their investment. Investors should not purchase our Class A common
stock with the expectation of receiving cash dividends.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

Unregistered Sales of Equity Securities

Since April 1, 2015, we have sold the following securities that were not registered under the Securities Act (the information below reflects the
impact of a one-for-four reverse split of our common stock effected June 4, 2015 and the conversion and reclassification of all outstanding shares of our
common stock into shares of our Class B common stock in connection with our initial public offering):

▪ We granted to our directors, officers, employees and other service providers, under our 2015 Stock Incentive Plan, options to purchase an
aggregate of 81,519 shares of our Class A common stock at an exercise price of $12.00.

▪ We issued and sold to our officers, employees and other service providers, under our 2007 Stock Incentive Plan, an aggregate of 245,185 shares
of our Class B common stock upon the exercise of options at exercise prices ranging from $0.14 to $5.64, resulting in gross proceeds to us of
$458,743.

▪ We issued to certain of our directors, under our 2015 Stock Incentive Plan, an aggregate of 24,999 shares of our Class A common stock.

None of the foregoing transactions involved any underwriters, underwriting discounts or commissions, or any public offering. These issuances were
deemed to be exempt from registration under the Securities Act in reliance on Section 4(a)(2), as transactions by an issuer not involving a public offering, or
Section 3(b) of the Securities Act, as transactions pursuant to compensatory benefit plans and contracts relating to compensation for purposes of Rule 701
under the Securities Act.

Use of Proceeds

On June 30, 2015, we closed our initial public offering of 6,200,000 shares of our Class A common stock, at a price to the public of $12.00 per share
(the “IPO”).  The offer and sale of all of the shares in the IPO were registered under the Securities Act pursuant to a Registration Statement on Form S-1 (File
No. 333-204262), which was declared effective by the SEC on June 25, 2015 (the “Registration Statement”).  Morgan Stanley & Co. LLC, Credit Suisse
Securities (USA) LLC, Pacific Crest Securities, a division of KeyBanc Capital Markets Inc. and William Blair & Company, L.L.C. acted as the underwriters
for the IPO.  The aggregate offering price for shares sold in the IPO was approximately $74.4 million.  We raised approximately $65.1 million in net proceeds
from the offering, after deducting underwriting discounts and commissions of $5.2 million and other offering expenses of approximately $4.1 million. 

On July 8, 2015, in connection with the exercise of an overallotment option granted to the underwriters, we sold 930,000 additional shares of our
Class A common stock to the underwriters at the public offering price of $12.00 per share, resulting in an additional $10.4 million in net proceeds to us, after
deducting underwriting discounts and commissions of $0.8 million.  As a result, the aggregate net proceeds to us from the sale of shares in the IPO were
approximately $75.4 million. Following the closing of the sale of the shares in the IPO, the offering terminated.

No payments were made by us to directors, officers or persons owning ten percent or more of any class of our equity securities or to their associates
or to our affiliates, other than payments in the ordinary course of business to officers for salaries. 

There has been no material change in the planned use of net proceeds from the IPO as described in our final prospectus filed with the SEC on June
26, 2015 pursuant to Rule 424(b) of the Securities Act. The amounts and timing of our actual uses of net proceeds will vary depending on numerous factors,
including the factors described in the section entitled “Risk Factors” above. As a result, our management will retain broad discretion over the allocation of the
net proceeds from the IPO, and investors will be relying on our management’s judgment regarding the application of the net proceeds. Pending the use of the
net proceeds from the IPO, consistent with our investment policy, we have invested the net proceeds in investment grade, short-term interest-bearing
obligations, such as money-market funds, certificates of deposit, or direct or guaranteed obligations of the United States government, or we are holding the
net proceeds as cash.

Item 3. Defaults Upon Senior Securities

None.
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Item 4. Mine Safety Disclosure

Not applicable.

Item 5. Other Information

None.

Item 6. Exhibits

See the Exhibit Index immediately following the signature page of this Quarterly Report, which is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf
by the undersigned thereunto duly authorized.

  AppFolio, Inc.  
     

Date: August 6, 2015 By: /s/ Ida Kane  
   Ida Kane  
   Chief Financial Officer  
   (Principal Financial Officer)  
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EXHIBIT INDEX

  
Exhibit
Number   Description of Document

  3.1   Amended and Restated Certificate of Incorporation as currently in effect.
  3.2   Amended and Restated Bylaws as currently in effect.

  
31.1

  
Certification of Chief Executive Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) promulgated under the Securities Exchange
Act of 1934, as amended.

  
31.2

  
Certification of Chief Financial Officer pursuant to Rule 13a-14(a) or Rule 15d-14(a) promulgated under the Securities Exchange Act
of 1934, as amended.

  
32.1*

  
Certifications of Chief Executive Officer and Chief Financial Officer, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002.

  101.INS   XBRL Instance Document.
  101.SCH   XBRL Taxonomy Extension Schema Document.
  101.CAL   XBRL Taxonomy Extension Calculation Linkbase Document.
  101.DEF   XBRL Taxonomy Extension Definition Linkbase Document.
  101.LAB   XBRL Taxonomy Extension Label Linkbase Document.
  101.PRE   XBRL Taxonomy Extension Presentation Linkbase Document.

*    The certifications attached as Exhibit 32.1 accompany this Quarterly Report pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002, and shall not be deemed “filed” by the registrant for purposes of Section 18 of the Exchange Act.
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Exhibit 3.1

AMENDED AND RESTATED
CERTIFICATE OF INCORPORATION

OF
APPFOLIO, INC.

AppFolio, Inc. (the “Corporation”), a corporation organized and existing under the laws of the State of Delaware, hereby certifies as
follows:

A.    The name of this Corporation is AppFolio, Inc., and the original Certificate of Incorporation of the Corporation was filed with the
Secretary of State of the State of Delaware on February 14, 2007.

B.    This Amended and Restated Certificate of Incorporation was duly adopted in accordance with Sections 242 and 245 of the General
Corporation Law of the State of Delaware (the “DGCL”), and has been duly approved by the written consent of the stockholders of the
Corporation in accordance with Section 228 of the DGCL.

C.    The Certificate of Incorporation of the Corporation is hereby amended and restated in its entirety to read as follows:

* * *

ARTICLE I

The name of the Corporation is AppFolio, Inc.

ARTICLE II

The address of the Corporation’s registered office in the State of Delaware is 2711 Centerville Road, Suite 400, City of Wilmington,
County of New Castle, 19808. The name of its registered agent at such address is Corporation Service Company.

ARTICLE III

The purpose of the Corporation is to engage in any lawful act or activity for which corporations may be organized under the DGCL.

ARTICLE IV

A.    Classes of Stock. The total number of shares of capital stock that the Corporation shall have authority to issue is 325,000,000,
consisting of the following: 250,000,000 shares of Class A Common Stock, par value $0.0001 per share (“Class A Common Stock”),
50,000,000 shares of Class B Common Stock, par value $0.0001 per share (“Class B Common Stock”), and 25,000,000 shares of undesignated
Preferred Stock, par value $0.0001 per share (“Preferred Stock”).

Immediately upon the acceptance of this Amended and Restated Certificate of Incorporation for filing by the Secretary of State of the
State of Delaware (the “Effective Time”), each share of the Corporation’s capital stock issued and outstanding or held as treasury stock
immediately prior to the Effective Time, shall, automatically and without further action by any stockholder, be reclassified as, and shall
become, one share of Class B Common Stock.

B.    Rights of Preferred Stock. The Board of Directors of the Corporation (the “Board of Directors”) is authorized, subject to any
limitations prescribed by law but to the fullest extent permitted by law, to provide by resolution for the issuance of shares of Preferred Stock in
series, and, by filing a certificate pursuant to the applicable law of the State of Delaware (such certificate being hereinafter referred to as a
“Preferred Stock Designation”), to establish



from time to time the number of shares to be included in each such series, and to fix the designation, powers, (which may include, without
limitation, full, limited or no voting powers), preferences, and relative, participating, optional or other rights of the shares of each such series
and any qualifications, limitations or restrictions thereof.

C.    Vote to Increase or Decrease Authorized Shares of Preferred Stock. The number of authorized shares of Preferred Stock may be
increased or decreased (but not below the number of shares thereof then outstanding) by the affirmative vote of the holders of a majority of the
voting power of all of the outstanding shares of capital stock of the Corporation entitled to vote thereon, without a separate class vote of the
holders of Preferred Stock, or any separate series votes of any series thereof, unless a vote of any such holders is required pursuant to the terms
of any Preferred Stock Designation.

D.    Rights of Class A Common Stock and Class B Common Stock. The relative powers, rights, qualifications, limitations and
restrictions granted to or imposed on the shares of Class A Common Stock and Class B Common Stock are as follows:

1.    Voting Rights.

(a)    General Right to Vote Together; Exception. Except as otherwise expressly provided herein or required by
applicable law, the holders of Class A Common Stock and Class B Common Stock shall vote together as one class on all matters submitted to a
vote of the stockholders; provided, however, subject to the terms of any Preferred Stock Designation, the number of authorized shares of Class
A Common Stock or Class B Common Stock may be increased or decreased (but not below the number of shares thereof then outstanding) by
the affirmative vote of the holders of a majority of the voting power of the capital stock of the Corporation entitled to vote, irrespective of the
provisions of Section 242(b)(2) of DGCL.

(b)    Votes Per Share. Except as otherwise expressly provided herein or required by applicable law, on any matter that
is submitted to a vote of the stockholders, each holder of Class A Common Stock shall be entitled to one (1) vote for each such share, and each
holder of Class B Common Stock shall be entitled to ten (10) votes for each such share.

2.    Identical Rights. Except as otherwise expressly provided herein or required by applicable law, shares of Class A Common
Stock and Class B Common Stock shall have the same rights and privileges and rank equally, share ratably and be identical in all respects as to
all matters, including, without limitation:

(a)    Dividends and Distributions. Shares of Class A Common Stock and Class B Common Stock shall be treated
equally, identically and ratably, on a per share basis, with respect to any Distribution paid or distributed by the Corporation; provided, however,
that in the event a Distribution is paid in the form of Class A Common Stock or Class B Common Stock (or Rights to acquire such stock), then
holders of Class A Common Stock shall receive Class A Common Stock (or Rights to acquire such stock, as the case may be) and holders of
Class B Common Stock shall receive Class B Common Stock (or Rights to acquire such stock, as the case may be).

(b)    Subdivision or Combination. If the Corporation in any manner subdivides or combines the outstanding shares of
Class A Common Stock or Class B Common Stock, the outstanding shares of the other such class will be subdivided or combined in the same
proportion and manner.

(c)    Equal Treatment in a Change of Control or any Merger Transaction. In connection with any Change of Control
Transaction, shares of Class A Common Stock and Class B Common Stock shall be treated equally, identically and ratably, on a per share basis,
with respect to any consideration into which such shares are converted or any consideration paid or otherwise distributed to stockholders of the
Corporation. Any merger or consolidation of the Corporation with or into any other entity, which is not a Change of Control Transaction, shall
require approval by the affirmative vote of the holders of a majority of the outstanding shares of Class A Common Stock and by the affirmative
vote of the holders of a majority of the outstanding shares of Class B Common Stock, each voting separately as a class, unless (i) the shares of
Class A Common Stock and Class B Common Stock remain outstanding and no other consideration is received in respect thereof or (ii) such
shares are converted on a pro rata



basis into shares of the surviving or parent entity in such transaction having identical rights to the shares of Class A Common Stock and Class
B Common Stock, respectively.

3.    Change of Control Transactions. The Corporation will not consummate a Change of Control Transaction without first
obtaining the approval of the holders of at least a majority of the then outstanding shares of Class B Common Stock, voting as a separate class,
in addition to any other vote required by applicable law, this Amended and Restated Certificate of Incorporation or the Bylaws.

4.    Conversion of Class B Common Stock.

(a)    Voluntary Conversion. Each one (1) share of Class B Common Stock shall be convertible into one (1) share of
Class A Common Stock at the option of the holder thereof at any time upon written notice to the transfer agent of the Corporation.

(b)    Automatic Conversion. Except as provided in ARTICLE IV, Section D.4.(c) below, shares of Class B Common
Stock shall automatically, without any further action, convert into an equal number of shares of Class A Common Stock upon any Transfer of
such shares of Class B Common Stock, except for a Transfer:

(i)    by a partnership or limited liability company that was a registered holder of shares of Class B Common
Stock at the Effective Time to a partner of such partnership or a member of such limited liability company at the Effective Time; or

(ii)     to a Qualified Recipient.

(c)    Conversion Upon Death of a Class B Stockholder. Each share of Class B Common Stock which is held of record
by a Class B Stockholder who is a natural person, or which is held of record by a Trust or Individual Retirement Account and which is to be the
subject of a Transfer to other than a Qualified Recipient as a result of the death of a Class B Stockholder, shall automatically, without any
further action, convert into one (1) fully paid and nonassessable share of Class A Common Stock upon that date which is nine (9) months after
the date of death of such Class B Stockholder, unless such share is transferred to a Qualified Recipient or otherwise converts to a share of
Series A Common Stock prior to such date.

(d)    Final Conversion of Class B Common Stock. On the Final Conversion Date, each one (1) issued share of Class B
Common Stock shall automatically, without any further action, convert into one (1) share of Class A Common Stock. Following such
conversion, the reissuance of all shares of Class B Common Stock shall be prohibited, and such shares shall be retired and cancelled in
accordance with Section 243 of the DGCL and the filing by the Secretary of State of the State of Delaware required thereby, and upon such
retirement and cancellation, all references to Class B Common Stock in this Amended and Restated Certificate of Incorporation shall be
eliminated.

(e)    Procedures. The Corporation may, from time to time, establish such policies and procedures relating to the
conversion of Class B Common Stock to Class A Common Stock and the general administration of this dual class stock structure, including the
issuance of stock certificates with respect thereto, as it may deem reasonably necessary or advisable, and may from time to time request that
holders of shares of Class B Common Stock furnish certifications, affidavits or other proof to the Corporation as it deems necessary to verify
the ownership of Class B Common Stock and to confirm that a conversion to Class A Common Stock has not occurred. A determination by the
Secretary of the Corporation that a Transfer results in a conversion to Class A Common Stock shall be conclusive and binding.

(f)    Immediate Effect. In the event of a conversion of shares of Class B Common Stock to shares of Class A Common
Stock pursuant to this ARTICLE IV Section D.4 or upon the Final Conversion Date, such conversion(s) shall be deemed to have been made at
the time that the Transfer of shares occurred or immediately upon the Final Conversion Date, as applicable. Upon any conversion of Class B
Common Stock to Class A Common Stock, all rights of the holder of shares of Class B Common Stock shall cease and the person or persons in
whose names or names the certificate or certificates representing the shares of Class A Common Stock are to be issued shall



be treated for all purposes as having become the record holder or holders of such shares of Class A Common Stock. Shares of Class B Common
Stock that are converted into shares of Class A Common Stock as provided in this ARTICLE IV Section D.4 shall be retired and may not be
reissued.

(g)    Reservation of Stock. The Corporation shall at all times reserve and keep available out of its authorized but
unissued shares of Class A Common Stock, solely for the purpose of effecting the conversion of the shares of Class B Common Stock, such
number of its shares of Class A Common Stock as shall from time to time be sufficient to effect the conversion of all outstanding shares of
Class B Common Stock into shares of Class A Common Stock.

E.    No Further Issuances. Except for the issuance of Class B Common Stock issuable upon exercise of Rights outstanding at the
Effective Time or a dividend payable in accordance with ARTICLE IV, Section D.2.(a), the Corporation shall not at any time after the Effective
Time issue any additional shares of Class B Common Stock, unless such issuance is approved by the affirmative vote of the holders of a
majority of the outstanding shares of Class B Common Stock. After the Final Conversion Date, the Corporation shall not issue any additional
shares of Class B Common Stock.

F.    Definitions. The following terms, where capitalized in this Amended and Restated Certificate of Incorporation, shall have the
meanings ascribed to them in this ARTICLE IV, Section F:

“Change of Control Share Issuance” means the issuance by the Corporation, in a transaction or series of related transactions, of
voting securities representing more than two percent (2%) of the total voting power (assuming Class A Common Stock and Class B Common
Stock each have one (1) vote per share) of the Corporation before such issuance to any person or persons acting as a group as contemplated in
Rule 13d-5(b) under the Exchange Act (or any successor provision) that immediately prior to such transaction or series of related transactions
held fifty percent (50%) or less of the total voting power of the Corporation (assuming Class A Common Stock and Class B Common Stock
each have one (1) vote per share), such that, immediately following such transaction or series of related transactions, such person or group of
persons would hold more than fifty percent (50%) of the total voting power of the Corporation (assuming Class A Common Stock and Class B
Common Stock each have one (1) vote per share).

“Change of Control Transaction” means (i) the sale, lease, exchange, or other disposition (other than liens and encumbrances created
in the ordinary course of business, including liens or encumbrances to secure indebtedness for borrowed money that are approved by the Board
of Directors, so long as no foreclosure occurs in respect of any such lien or encumbrance) of all or substantially all of the Corporation’s
property and assets (which shall for such purpose include the property and assets of any direct or indirect subsidiary of the Corporation),
provided that any sale, lease, exchange or other disposition of property or assets exclusively between or among the Corporation and any direct
or indirect subsidiary or subsidiaries of the Corporation shall not be deemed a “Change of Control Transaction”; (ii) the merger,
consolidation, business combination, or other similar transaction of the Corporation with any other entity, other than a merger, consolidation,
business combination, or other similar transaction that would result in the voting securities of the Corporation outstanding immediately prior
thereto continuing to represent (either by remaining outstanding or by being converted into voting securities of the surviving entity or its
parent) more than fifty percent (50%) of the total voting power represented by the voting securities of the Corporation and more than fifty
percent (50%) of the total number of outstanding shares of the Corporation’s capital stock, in each case as outstanding immediately after such
merger, consolidation, business combination, or other similar transaction, and the stockholders of the Corporation immediately prior to the
merger, consolidation, business combination, or other similar transaction own voting securities of the Corporation, the surviving entity or its
parent immediately following the merger, consolidation, business combination, or other similar transaction in substantially the same
proportions (vis a vis each other) as such stockholders owned the voting securities of the Corporation immediately prior to the transaction;
(iii) a recapitalization, liquidation, dissolution, or other similar transaction involving the Corporation, other than a recapitalization, liquidation,
dissolution, or other similar transaction that would result in the voting securities of the Corporation outstanding immediately prior thereto
continuing to represent (either by remaining outstanding or being converted into voting securities of the surviving entity or its parent) more
than fifty percent (50%) of the total voting power represented by the voting securities of the Corporation and more than fifty percent of the total
number of outstanding shares of the Corporation’s capital stock, in each case as outstanding immediately after such recapitalization,



liquidation, dissolution or other similar transaction, and the stockholders of the Corporation immediately prior to the recapitalization,
liquidation, dissolution or other similar transaction own voting securities of the Corporation, the surviving entity or its parent immediately
following the recapitalization, liquidation, dissolution or other similar transaction in substantially the same proportions (vis a vis each other) as
such stockholders owned the voting securities of the Corporation immediately prior to the transaction; and (iv) any Change of Control Share
Issuance.

“Class B Stockholder” means (i) the registered holder of a share of Class B Common Stock at the Effective Time, (ii) the initial
registered holder of any shares of Class B Common Stock that are originally issued by the Corporation after the Effective Time and (iii) a
Qualified Recipient who becomes a registered holder of any shares of Class B Common Stock.

“Distribution” means (i) any dividend or distribution of cash, property or shares of the Corporation’s capital stock; and (ii) any
distribution following or in connection with any liquidation, dissolution or winding up of the Corporation, either voluntary or involuntary.

“Exchange Act” means the United States Securities Exchange Act of 1934, as amended.

“Final Conversion Date” means 5:00 p.m. in New York City, New York on the first Trading Day falling on or after the date on which
the outstanding shares of Class B Common Stock represent less than 10% of the aggregate number of shares of the then outstanding Class A
Common Stock and Class B Common Stock.

“Indirect Owner” means any natural person, entity, Trust or Individual Retirement Account that had an indirect ownership or
beneficial interest in shares of Class B Common Stock at the Effective Time by reason of such person’s, entity’s, Trust’s or Individual
Retirement Account’s direct or indirect ownership or beneficial interest in (i) a registered holder of shares of Class B Common Stock issued and
outstanding at the Effective Time or (ii) any entity, Trust or Individual Retirement Account that in turn had a direct or indirect ownership or
beneficial interest in any entity, Trust or Individual Retirement Account that was an Indirect Owner at the Effective Time.

“Indirect Owner Shares” means shares of Class B Common Stock in which an Indirect Owner has an indirect ownership or beneficial
interest. The actual number of Indirect Owner Shares in which any Indirect Owner has an indirect ownership or beneficial interest shall be his,
her or its pro rata share of the shares of Class B Common Stock owned directly by the registered holder thereof or indirectly by an Indirect
Owner, as the case may be, calculated without regard to any “carried interest” to which such shares may be subject, based on his, her or its pro
rata ownership or beneficial interest in such holder or Indirect Owner, as the case may be.

“Individual Retirement Account” means a retirement account defined in Section 408(a) of the Internal Revenue Code, or a pension,
profit sharing, stock bonus or other type of plan or trust, in each case, of which a Qualifying Recipient is a participant or beneficiary and which
satisfies the requirements for qualification under Section 401 of the Internal Revenue Code so long as such Qualifying Recipient has sole
dispositive power and exclusive Voting Control with respect to the shares of Class B Common Stock held in such account, plan or trust.

“Qualified Entity” means a corporation, partnership or limited liability company in which one or more Qualifying Recipients have
ownership rights, or otherwise have legally enforceable rights, such that the Qualifying Recipients have exclusive Voting Control with respect
to the shares of Class B Common Stock held by such corporation, partnership or limited liability company.

“Qualified Recipient” means (i) a registered holder of at least one percent (1%) of the total number of shares of Class B Common
Stock issued and outstanding at the Effective Time or (ii) an Indirect Owner who had an indirect ownership or beneficial interest in a number of
Indirect Owner Shares that constituted, in the aggregate, at least one percent (1%) of the total number of shares of Class B Common Stock
issued and outstanding at the Effective Time or (iii) a Qualified Entity or (iv) a Trust or (v) an Individual Retirement Account. For purposes of
the above, a “Qualified Recipient” shall include the spouse of any person identified in clause (i) or (ii) that possesses an interest in such shares



arising by reason of the application of the community property laws of any jurisdiction, in which case both spouses shall be Qualified
Recipients.

“Rights” means any option, warrant, conversion right or contractual right of any kind to acquire shares of the Corporation’s authorized
but unissued capital stock.

“Securities Act” means the United States Securities Act of 1933, as amended.

“Securities Exchange” means, at any time, the registered national securities exchange on which the Corporation’s equity securities are
then principally listed or traded, which shall be the New York Stock Exchange or NASDAQ Global Market (or similar national quotation
system of the NASDAQ Stock Market) (“NASDAQ”) or any successor exchange of either the New York Stock Exchange or NASDAQ.

“Trading Day” means any day on which the Securities Exchange is open for trading.

“Transfer” of a share of Class B Common Stock shall mean any sale, assignment, transfer, conveyance, distribution, hypothecation or
other transfer or disposition of such share or any legal or beneficial interest in such share, whether or not for value and whether voluntary or
involuntary or by operation of law. A “Transfer” shall also include, without limitation, (i) an event as a result of which Qualifying Recipients
no longer have exclusive Voting Control with respect to shares of Class B Common Stock held by or in a Trust or Individual Retirement
Account, as required in order for such Trust or Individual Retirement Account to be a Qualifying Recipient, or (ii) an event as a result of which
Qualifying Recipients no longer own sufficient interests in a Qualified Entity, and no longer have sufficient legally enforceable rights, to ensure
that Qualifying Recipients have exclusive Voting Control with respect to the shares of Class B Common Stock held by such Qualified Entity, or
(iii) the transfer of, or entering into a binding agreement with respect to, Voting Control over a share of Class B Common Stock by proxy or
otherwise; provided, however, that the following shall not be considered a “Transfer”: (a) the grant of a proxy to officers or directors of the
Corporation at the request of the Board of Directors in connection with actions to be taken at an annual or special meeting of stockholders; (b)
the pledge of shares of Class B Common Stock by a Class B Stockholder that creates a mere security interest in such shares pursuant to a bona
fide loan or indebtedness transaction so long as the Class B Stockholder continues to exercise Voting Control over such pledged shares;
provided, however, that a foreclosure on such shares of Class B Common Stock or other similar action by the pledge shall constitute a
“Transfer”; or (c) the fact that, as of the Effective Time or at any time after the Effective Time, the spouse of any Class B Stockholder
possesses or obtains an interest in such holder’s shares of Class B Common Stock arising solely by reason of the application of the community
property laws of any jurisdiction, so long as no other event or circumstance shall exist or have occurred that constitutes a “Transfer” of such
shares of Class B Common Stock.

“Trust” means a trust (i) for the benefit of a Qualifying Recipient or (ii) for the benefit of persons other than a Qualifying Recipient or
(iii) under the terms of which a Qualifying Recipient has retained a “qualified interest” within the meaning of § 2702(b)(1) of the Internal
Revenue Code and/or a reversionary interest, so long as, in each case under (i), (ii) and (iii), a Qualifying Recipient has sole dispositive power
and exclusive Voting Control with respect to the shares of Class B Common Stock held by such trust.

“Voting Control” with respect to shares of Class B Common Stock means the power (directly or indirectly) to vote or direct the voting
of such shares of Class B Common Stock by proxy, voting agreement, or otherwise.

ARTICLE V

A.    General Powers. The business and affairs of the Corporation shall be managed by or under the direction of the Board of Directors.

B.    Number of Directors; Election. Subject to the rights of holders of any series of Preferred Stock with respect to the election of
directors, the number of directors that constitutes the entire Board of Directors shall be fixed solely by resolution of the Board of Directors.
Subject to the rights of holders of any series of Preferred Stock with respect to the election of directors, each director of the Corporation shall
hold office until the expiration of the term



for which he or she is elected and until his or her successor has been duly elected and qualified or until his or her earlier resignation, death or
removal.

C.    Classified Board Structure. From and after the Effective Time, and subject to the rights of holders of any series of Preferred Stock
with respect to the election of directors, the directors of the Corporation shall be divided into three (3) classes as nearly equal in size as is
practicable, hereby designated Class I, Class II and Class III. The Board of Directors may assign members of the Board of Directors already in
office to such classes at the time such classification becomes effective. The term of office of the initial Class I directors shall expire at the first
regularly-scheduled annual meeting of stockholders following the Effective Time, the term of office of the initial Class II directors shall expire
at the second annual meeting of stockholders following the Effective Time and the term of office of the initial Class III directors shall expire at
the third annual meeting of stockholders following the Effective Time. At each annual meeting of stockholders, commencing with the first
regularly-scheduled annual meeting of stockholders following the Effective Time, each of the successors elected to replace the directors of a
Class whose term shall have expired at such annual meeting shall be elected to hold office until the third annual meeting next succeeding his or
her election and until his or her respective successor shall have been duly elected and qualified.

Notwithstanding the foregoing provisions of this ARTICLE V, and subject to the rights of holders of any series of Preferred Stock with
respect to the election of directors, each director shall serve until his or her successor is duly elected and qualified or until his or her death,
resignation, or removal. Subject to the rights of holders of any series of Preferred Stock with respect to the election of directors, if the number
of directors is hereafter changed, any newly created directorships or decrease in directorships shall be so apportioned among the classes as to
make all classes as nearly equal in number as is practicable, provided that no decrease in the number of directors constituting the Board of
Directors shall shorten the term of any incumbent director.

D.    Removal; Vacancies. Subject to the rights of holders of any series of Preferred Stock with respect to the election of directors, any
director may be removed from office by the stockholders of the Corporation only for cause. Vacancies occurring on the Board of Directors for
any reason and newly created directorships resulting from an increase in the authorized number of directors may be filled only by vote of a
majority of the remaining members of the Board of Directors, although less than a quorum, or by a sole remaining director, at any meeting of
the Board of Directors. A person so elected by the Board of Directors to fill a vacancy or newly created directorship shall hold office until the
next election of the class for which such director shall have been chosen and until his or her successor shall be duly elected and qualified.

ARTICLE VI

A.    Written Ballot. Elections of directors need not be by written ballot unless the Bylaws of the Corporation shall so provide.

B.    Amendment of Bylaws. In furtherance and not in limitation of the powers conferred by statute, the Board of Directors is expressly
authorized to adopt, amend or repeal the Bylaws of the Corporation.

C.    Special Meetings. Special meetings of the stockholders may be called only by (i) the Board of Directors pursuant to a resolution
adopted by a majority of the Board of Directors; (ii) the chairman of the Board of Directors; (iii) the chief executive officer of the Corporation;
or (iv) the president of the Corporation (in the absence of a chief executive officer).

D.    No Stockholder Action by Written Consent. Subject to the rights of the holders of any series of Preferred Stock, no action shall be
taken by the stockholders of the Corporation except at an annual or special meeting of the stockholders called in accordance with the Bylaws,
and no action shall be taken by the stockholders by written consent.

E.    No Cumulative Voting. No stockholder will be permitted to cumulate votes at any election of directors.



ARTICLE VII

To the fullest extent permitted by the DGCL, as it presently exists or may hereafter be amended from time to time, a director of the
Corporation shall not be personally liable to the Corporation or its stockholders for monetary damages for breach of fiduciary duty as a director.
If the DGCL is amended to authorize corporate action further eliminating or limiting the personal liability of directors, then the liability of a
director of the Corporation shall be eliminated or limited to the fullest extent permitted by the DGCL, as so amended.

Neither any amendment nor repeal of this ARTICLE VII, nor the adoption of any provision of the Corporation’s Certificate of
Incorporation inconsistent with this ARTICLE VII, shall eliminate or reduce the effect of this ARTICLE VII in respect of any matter occurring,
or any cause of action, suit or proceeding accruing or arising or that, but for this ARTICLE VII, would accrue or arise, prior to such
amendment, repeal or adoption of an inconsistent provision.

ARTICLE VIII

Subject to any provisions in the Bylaws of the Corporation related to indemnification of directors or officers of the Corporation, the
Corporation shall indemnify, to the fullest extent permitted by applicable law, any director or officer of the Corporation who was or is a party or
is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal, administrative or
investigative (a “Proceeding”) by reason of the fact that he or she is or was a director, officer, employee or agent of the Corporation or is or
was serving at the request of the Corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise, including service with respect to employee benefit plans, against expenses (including attorneys’ fees), judgments, fines and
amounts paid in settlement actually and reasonably incurred by such person in connection with any such Proceeding.

The Corporation shall have the power to indemnify, to the extent permitted by the DGCL, as it presently exists or may hereafter be
amended from time to time, any employee or agent of the Corporation who was or is a party or is threatened to be made a party to any
Proceeding by reason of the fact that he or she is or was a director, officer, employee or agent of the Corporation or is or was serving at the
request of the Corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or other enterprise,
including service with respect to employee benefit plans, against expenses (including attorneys’ fees), judgments, fines and amounts paid in
settlement actually and reasonably incurred by such person in connection with any such Proceeding.

A right to indemnification or to advancement of expenses arising under a provision of this Amended and Restated Certificate of
Incorporation or the Bylaws of the Corporation shall not be eliminated or impaired by an amendment to this Amended and Restated Certificate
of Incorporation or the Bylaws of the Corporation after the occurrence of the act or omission that is the subject of the civil, criminal,
administrative or investigative action, suit or proceeding for which indemnification or advancement of expenses is sought, unless the provision
in effect at the time of such act or omission explicitly authorizes such elimination or impairment after such action or omission has occurred.

ARTICLE IX

Unless the Corporation consents in writing to the selection of an alternative forum, the Court of Chancery of the State of Delaware
shall be the sole and exclusive forum for (i) any derivative action or proceeding brought on behalf of the Corporation, (ii) any action asserting a
claim of breach of a fiduciary duty owed by any director, officer or other employee of the Corporation to the Corporation or the Corporation’s
stockholders, (iii) any action asserting a claim arising pursuant to any provision of the Delaware General Corporation Law or the Corporation’s
Certificate of Incorporation or Bylaws, or (iv) any action asserting a claim against the Corporation governed by the internal affairs doctrine.
Any person or entity purchasing or otherwise acquiring any interest in shares of capital stock of the Corporation shall be deemed to have notice
of and consented to the provisions of this ARTICLE IX.



ARTICLE X

If any provision of this Amended and Restated Certificate of Incorporation becomes or is declared on any ground by a court of
competent jurisdiction to be illegal, unenforceable or void, portions of such provision, or such provision in its entirety, to the extent necessary,
shall be severed from this Amended and Restated Certificate of Incorporation, and the court will replace such illegal, void or unenforceable
provision of this Amended and Restated Certificate of Incorporation with a valid and enforceable provision that most accurately reflects the
Corporation’s intent, in order to achieve, to the maximum extent possible, the same economic, business and other purposes of the illegal, void
or unenforceable provision. The balance of this Amended and Restated Certificate of Incorporation shall be enforceable in accordance with its
terms.

Except as provided in ARTICLE VII and ARTICLE VIII above, the Corporation reserves the right to amend, alter, change or repeal any
provision contained in this Amended and Restated Certificate of Incorporation, in the manner now or hereafter prescribed by statute, and all
rights conferred upon stockholders herein are granted subject to this reservation; provided, however, that, notwithstanding any other provision
of this Amended and Restated Certificate of Incorporation or any provision of law that might otherwise permit a lesser vote or no vote, but in
addition to any vote of the holders of any class or series of the stock of this Corporation required by law or by this Amended and Restated
Certificate of Incorporation, the affirmative vote of the holders of at least sixty-six and two-thirds percent (66-2/3%) of the voting power of the
outstanding shares of stock of the Corporation entitled to vote generally in the election of directors, voting together as a single class, shall be
required to amend or repeal, or adopt any provision of this Amended and Restated Certificate of Incorporation inconsistent with, ARTICLE V,
ARTICLE VI, ARTICLE VII, ARTICLE VIII, ARTICLE IX or this ARTICLE X.

* * * *
IN WITNESS WHEREOF, this Amended and Restated Certificate of Incorporation has been signed on behalf of the Corporation by its

duly authorized officer effective this 25th day of June, 2015.

AppFolio, Inc.

By: /s/ Brian Donahoo    
Brian Donahoo
President and Chief Executive Officer



Exhibit 3.2

AMENDED AND RESTATED

BYLAWS

OF

APPFOLIO, INC.

1

DOCSOC/1705939v2/100382-0017



TABLE OF CONTENTS

   Page
    
ARTICLE I - CORPORATE OFFICES 2

1.1  Registered Office 2
1.2  Other Offices 2
1.3  Books and Records 2

ARTICLE II - MEETINGS OF STOCKHOLDERS 2
2.1  Place of Meetings 2
2.2  Annual Meetings 2
2.3  Special Meeting 2
2.4  Advance Notice Procedures 3
2.5  Notice of Stockholders' Meetings 9
2.6  Quorum 9
2.7  Adjoumed Meeting; Notice 9
2.8  Conduct of Business 10
2.9  Voting 10
2.10  Stockholder Action by Written Consent Without a Meeting 10
2.11  Record Dates 10
2.12  Proxies 11
2.13  List of Stockholders Entitled to Vote 11
2.14  Inspectors of Election 12

ARTICLE III - DIRECTORS 13
3.1  Powers 13
3.2  Number of Directors 13
3.3  Election, Qualification and Term of Office of Directors 13
3.4  Resignation & Vacancies 13
3.5  Place of Meetings; Meetings by Telephone 14
3.6  Regular Meetings 14
3.7  Special Meetings; Notice 14
3.8  Quorum; Voting 15
3.9  Board Action by Written Consent Without a Meeting 15
3.10  Fees and Compensation of Directors 16
3.11  Removal of Directors 16

ARTICLE IV - COMMITTEES 16
4.1  Committees of Directors 16
4.2  Committee Minutes 16
4.3  Meetings and Action of Committees 16
4.4  Subcommittees 17

ARTICLE V - OFFICERS 17
5.1  Officers 17
5.2  Appointment of Officers 17

i

DOCSOC/1705939v2/100382-0017



5.3  Subordinate Officers 17
5.4  Removal and Resignation of Officers 18
5.5  Vacancies in Offices 18
5.6  Representation of Shares of Other Corporations 18
5.7  Authority and Duties of Officers 18

ARTICLE VI - STOCK 18
6.1  Stock Certificates; Partly Paid Shares 18
6.2  Special Designation on Certificates 19
6.3  Lost Certificates 19
6.4  Dividends 20
6.5  Transfer of Stock 20
6.6  Stock Transfer Agreements 20
6.7  Registered Stockholders 20

ARTICLE VII - MANNER OF GIVING NOTICE AND WAIVER 20
7.1  Notice of Stockholders' Meetings 20
7.2  Notice by Electronic Transmission 21
7.3  Notice to Stockholders Sharing an Address 22
7.4  Name of Person With Whom Communication is Unlawful 22
7.5  Waiver of Notice 22

ARTICLE VIII - INDEMNIFICATION 22
8.1  Indemnification of Directors and Officers in Third Party Proceedings 22

8.2  
Indemnification of Directors and Officers in Actions by or in the Right of the Corporation

23
8.3  Successful Defense 23
8.4  Indemnification of Others 24
8.5  Advance Payment of Expenses 24
8.6  Limitation on Indemnification 24
8.7  Determination; Claim 25
8.8  Non-Exclusivity of Rights 25
8.9  Insurance 25
8.10  Surivival 26
8.11  Effect of Repeal or Modification 26
8.12  Certain Definitions 26

ARTICLE IX - GENERAL MATTERS 26
9.1  Execution of Corporate Contracts and Instruments 26
9.2  Fiscal Year 27
9.3  Seal 27
9.4  Construction; Definitions 27
9.5  Conflict With Applicable Law or Certificate of Incorporation 27
9.6  Construction; Definitions 27

ARTICLE X - AMENDMENTS 27

ii

DOCSOC/1705939v2/100382-0017



AMENDED AND RESTATED 
BYLAWS 

OF 
APPFOLIO, INC.

1

DOCSOC/1705939v2/100382-0017



ARTICLE I - CORPORATE OFFICES

1.1    Registered Office. The registered office of AppFolio, Inc. shall be fixed in the corporation’s certificate of incorporation, as
the same may be amended from time to time.

1.2    Other Offices. The corporation’s board of directors may at any time establish other offices at any place or places where the
corporation is qualified to do business.

1.3    Books and Records. Any records maintained by the Corporation in the regular course of its business, including its stock
ledger, books of account and minute books, may be maintained on any information storage device or method; provided that the records
so kept can be converted into clearly legible paper form within a reasonable time. The Corporation shall so convert any records so kept
upon the request of any person entitled to inspect such records pursuant to applicable law.

ARTICLE II - MEETINGS OF STOCKHOLDERS

2.1    Place of Meetings. Meetings of stockholders shall be held at any place, within or outside the State of Delaware, designated
by the board of directors. The board of directors may, in its sole discretion, determine that a meeting of stockholders shall not be held at
any place, but may instead be held solely by means of remote communication as authorized by Section 211(a)(2) of the Delaware
General Corporation Law (the “DGCL”). In the absence of any such designation or determination, stockholders’ meetings shall be held
at the corporation’s principal executive office.

2.2    Annual Meeting. The annual meeting of stockholders shall be held on such date, at such time, and at such place (if any)
within or without the State of Delaware as shall be designated from time to time by the board of directors and stated in the corporation’s
notice of the meeting. At the annual meeting, directors shall be elected and any other proper business, brought in accordance with
Section 2.4 of these bylaws, may be transacted. The board of directors may cancel, postpone or reschedule any previously scheduled
annual meeting at any time, before or after the notice for such meeting has been sent to the stockholders.

2.3    Special Meeting.

(i)    A special meeting of the stockholders, other than those required by statute, may be called at any time by (A) the
board of directors pursuant to a resolution adopted by a majority of the board of directors, (B) the chairman of the board of directors,
(C) the chief executive officer or (D) the president (in the absence of a chief executive officer), but a special meeting may not be called
by any other person or persons. The board of directors may cancel, postpone or reschedule any previously scheduled special meeting at
any time, before or after the notice for such meeting has been sent to the stockholders.
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(ii)    The notice of a special meeting shall include the purpose for which the meeting is called. Only such business shall
be conducted at a special meeting of stockholders as shall have been brought before the meeting by or at the direction of the board of
directors, chairman of the board of directors, chief executive officer or president (in the absence of a chief executive officer). Nothing
contained in this Section 2.3(ii) shall be construed as limiting, fixing or affecting the time when a meeting of stockholders called by
action of the board of directors may be held.

2.4    Advance Notice Procedures.

(i)    Advance Notice of Stockholder Business. At an annual meeting of the stockholders, only such business shall be
conducted as shall have been properly brought before the meeting. To be properly brought before an annual meeting, business must be
brought: (A) pursuant to the corporation’s proxy materials with respect to such meeting, (B) by or at the direction of the board of
directors, or (C) by a stockholder of the corporation who (1) is a stockholder of record at the time of the giving of the notice required by
this Section 2.4(i) and on the record date for the determination of stockholders entitled to vote at the annual meeting and (2) has timely
complied in proper written form with the notice procedures set forth in this Section 2.4(i). In addition, for business to be properly brought
before an annual meeting by a stockholder, such business must be a proper matter for stockholder action pursuant to these bylaws and
applicable law. For the avoidance of doubt, except for proposals properly made in accordance with Rule 14a-8 under the Securities and
Exchange Act of 1934, as amended, or any successor thereto (the “1934 Act”), and the regulations thereunder (or any successor rule and
in any case as so amended), clause (C) above shall be the exclusive means for a stockholder to bring business before an annual meeting
of stockholders.

(a)    To comply with clause (C) of Section 2.4(i) above, a stockholder’s notice must set forth all information
required under this Section 2.4(i) and must be timely received by the secretary of the corporation. To be timely, a stockholder’s notice
must be received by the secretary at the principal executive offices of the corporation not later than the 45th day nor earlier than the 75th
day before the one-year anniversary of the date on which the corporation first mailed its proxy materials or a notice of availability of
proxy materials (whichever is earlier) for the preceding year’s annual meeting; provided, however, that in the event that no annual
meeting was held in the previous year or if the date of the annual meeting is advanced by more than 30 days prior to or delayed by more
than 60 days after the one-year anniversary of the date of the previous year’s annual meeting, then, for notice by the stockholder to be
timely, it must be so received by the secretary not earlier than the close of business on the 120th day prior to such annual meeting and not
later than the close of business on the later of (i) the 90th day prior to such annual meeting, or (ii) the tenth day following the day on
which Public Announcement (as defined below) of the date of such annual meeting is first made. In no event shall any adjournment,
rescheduling or postponement of an annual meeting or the announcement thereof commence a new time period for the giving of a
stockholder’s notice as described in this Section 2.4(i)(a). “Public Announcement” shall mean disclosure in a press release reported by
the Dow Jones News Service, Associated Press or a comparable national news service, in a document publicly filed by the
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corporation with the Securities and Exchange Commission pursuant to Section 13, 14 or 15(d) of the 1934 Act.

(b)    To be in proper written form, a stockholder’s notice to the secretary must set forth as to each matter of
business the stockholder intends to bring before the annual meeting: (1) a brief description of the business intended to be brought before
the annual meeting and the reasons for conducting such business at the annual meeting, (2) the name and address, as they appear on the
corporation’s books, of the stockholder proposing such business and any Stockholder Associated Person (as defined below), (3) the class
and number of shares of the corporation that are held of record or are beneficially owned by the stockholder or any Stockholder
Associated Person and any derivative positions held or beneficially held by the stockholder or any Stockholder Associated Person,
(4) whether and the extent to which any hedging or other transaction or series of transactions has been entered into by or on behalf of
such stockholder or any Stockholder Associated Person with respect to any securities of the corporation, and a description of any other
agreement, arrangement or understanding (including any short position or any borrowing or lending of shares), the effect or intent of
which is to mitigate loss to, or to manage the risk or benefit from share price changes for, or to increase or decrease the voting power of,
such stockholder or any Stockholder Associated Person with respect to any securities of the corporation, (5) any material interest of the
stockholder or a Stockholder Associated Person in such business, and (6) a statement whether either such stockholder or any Stockholder
Associated Person will deliver a proxy statement and form of proxy to holders of at least the percentage of the voting power of the
corporation’s voting shares required under applicable law to carry the proposal (such information provided and statements made as
required by clauses (1) through (6), a “Business Solicitation Statement”). In addition, to be in proper written form, a stockholder’s
notice to the secretary must be supplemented not later than ten days following the record date for the determination of stockholders
entitled to notice of the meeting to disclose the information contained in clauses (3) and (4) above as of the record date. For purposes of
this Section 2.4, a “Stockholder Associated Person” of any stockholder shall mean (i) any person controlling, directly or indirectly, or
acting in concert with, such stockholder, (ii) any beneficial owner of shares of stock of the corporation owned of record or beneficially by
such stockholder and on whose behalf the proposal or nomination, as the case may be, is being made, or (iii) any person controlling,
controlled by or under common control with such person referred to in the preceding clauses (i) and (ii).

(c)    A stockholder providing written notice required by this Section 2.4(i) shall update and supplement such
notice in writing, if necessary, so that the information provided or required to be provided in such notice is true and correct in all material
respects as of (i) the record date for the meeting and (ii) the date that is five business days prior to the meeting and, in the event of any
adjournment or postponement thereof, five business days prior to such adjourned or postponed meeting. In the case of an update and
supplement pursuant to clause (i) of this Section 2.4(i)(c), such update and supplement shall be received by the secretary at the principal
executive offices of the corporation not later than five business days after the record date for the meeting. In the case of an update and
supplement pursuant to clause (ii) of this Section 2.4(i)(c), such update and supplement shall be received by the
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secretary at the principal executive offices of the corporation not later than two business days prior to the date for the meeting, and, in the
event of any adjournment or postponement thereof, two business days prior to such adjourned or postponed meeting.

(d)    Without exception, no business shall be conducted at any annual meeting except in accordance with the
provisions set forth in this Section 2.4(i) and, if applicable, Section 2.4(ii). In addition, business proposed to be brought by a stockholder
may not be brought before the annual meeting if such stockholder or a Stockholder Associated Person, as applicable, takes action
contrary to the representations made in the Business Solicitation Statement applicable to such business or if the Business Solicitation
Statement applicable to such business contains an untrue statement of a material fact or omits to state a material fact necessary to make
the statements therein not misleading. The chairperson of the annual meeting shall, if the facts warrant, determine and declare at the
annual meeting that business was not properly brought before the annual meeting and in accordance with the provisions of this
Section 2.4(i), and, if the chairperson should so determine, he or she shall so declare at the annual meeting that any such business not
properly brought before the annual meeting shall not be conducted.

(ii)    Advance Notice of Director Nominations at Annual Meetings. Notwithstanding anything in these bylaws to the
contrary, only persons who are nominated in accordance with the procedures set forth in this Section 2.4(ii) shall be eligible for election
or re-election as directors at an annual meeting of stockholders. Nominations of persons for election to the board of directors of the
corporation shall be made at an annual meeting of stockholders only (A) by or at the direction of the board of directors or (B) by a
stockholder of the corporation who (1) was a stockholder of record at the time of the giving of the notice required by this Section 2.4(ii)
and on the record date for the determination of stockholders entitled to vote at the annual meeting and (2) has complied with the notice
procedures set forth in this Section 2.4(ii). In addition to any other applicable requirements, for a nomination to be made by a
stockholder, the stockholder must have given timely notice thereof in proper written form to the secretary of the corporation.

(a)    To comply with clause (B) of Section 2.4(ii) above, a nomination to be made by a stockholder must set forth
all information required under this Section 2.4(ii) and must be received by the secretary of the corporation at the principal executive
offices of the corporation at the time set forth in, and in accordance with, the final three sentences of Section 2.4(i)(a) above; provided
additionally, however, that in the event that the number of directors to be elected to the board of directors is increased and there is no
Public Announcement naming all of the nominees for director or specifying the size of the increased board made by the corporation at
least ten days before the last day a stockholder may deliver a notice of nomination pursuant to the foregoing provisions, a stockholder’s
notice required by this Section 2.4(ii) shall also be considered timely, but only with respect to nominees for any new positions created by
such increase, if it shall be received by the secretary of the corporation at the principal executive offices of the corporation not later than
the close of business on the tenth day following the day on which such Public Announcement is first made by the corporation.

5

DOCSOC/1705939v2/100382-0017



(b)    To be in proper written form, such stockholder’s notice to the secretary must set forth:

(1)    as to each person (a “nominee”) whom the stockholder proposes to nominate for election or re-
election as a director: (A) the name, age, business address and residence address of the nominee, (B) the principal occupation or
employment of the nominee, (C) the class and number of shares of the corporation that are held of record or are beneficially owned by
the nominee and any derivative positions held or beneficially held by the nominee, (D) whether and the extent to which any hedging or
other transaction or series of transactions has been entered into by or on behalf of the nominee with respect to any securities of the
corporation, and a description of any other agreement, arrangement or understanding (including any short position or any borrowing or
lending of shares), the effect or intent of which is to mitigate loss to, or to manage the risk or benefit of share price changes for, or to
increase or decrease the voting power of the nominee, (E) a description of all arrangements or understandings between or among any of
the stockholder, each nominee and/or any other person or persons (naming such person or persons) pursuant to which the nominations are
to be made by the stockholder or relating to the nominee’s potential service on the board of directors, (F) a written statement executed by
the nominee acknowledging that as a director of the corporation, the nominee will owe a fiduciary duty under Delaware law with respect
to the corporation and its stockholders, and (G) any other information relating to the nominee that would be required to be disclosed
about such nominee if proxies were being solicited for the election of the nominee as a director, or that is otherwise required, in each case
pursuant to Regulation 14A under the 1934 Act (including without limitation the nominee’s written consent to being named in the proxy
statement, if any, as a nominee and to serving as a director if elected); and

(2)    as to such stockholder giving notice, (A) the information required to be provided pursuant to clauses
(2) through (5) of Section 2.4(i)(b) above, and the supplement referenced in the second sentence of Section 2.4(i)(b) above (except that
the references to “business” in such clauses shall instead refer to nominations of directors for purposes of this paragraph), and (B) a
statement whether either such stockholder or Stockholder Associated Person will deliver a proxy statement and form of proxy to holders
at least the percentage of the corporation’s voting shares reasonably believed by such stockholder or Stockholder Associated Person to be
necessary to elect such nominee(s) (such information provided and statements made as required by clauses (A) and (B) above, a
“Nominee Solicitation Statement”).

(c)    At the request of the board of directors, any person nominated by a stockholder for election as a director
must furnish to the secretary of the corporation (1) that information required to be set forth in the stockholder’s notice of nomination of
such person as a director as of a date subsequent to the date on which the notice of such person’s nomination was given and (2) such
other information as may reasonably be required by the corporation to determine the eligibility of such proposed nominee to serve as an
independent director of the corporation or that could be material to a reasonable stockholder’s understanding of the independence, or lack
thereof, of such nominee; in the
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absence of the furnishing of such information if requested, such stockholder’s nomination shall not be considered in proper form
pursuant to this Section 2.4(ii).

(d)    A stockholder providing written notice required by this Section 2.4(ii) shall update and supplement such
notice in writing, if necessary, so that the information provided or required to be provided in such notice is true and correct in all material
respects as of (i) the record date for the meeting and (ii) the date that is five business days prior to the meeting and, in the event of any
adjournment or postponement thereof, five business days prior to such adjourned or postponed meeting. In the case of an update and
supplement pursuant to clause (i) of this Section 2.4(ii)(d), such update and supplement shall be received by the secretary at the principal
executive offices of the corporation not later than five business days after the record date for the meeting. In the case of an update and
supplement pursuant to clause (ii) of this Section 2.4(ii)(d), such update and supplement shall be received by the secretary at the principal
executive offices of the corporation not later than two business days prior to the date for the meeting, and, in the event of any
adjournment or postponement thereof, two business days prior to such adjourned or postponed meeting.

(e)    Without exception, no person shall be eligible for election or re-election as a director of the corporation at an
annual meeting of stockholders unless nominated in accordance with the provisions set forth in this Section 2.4(ii). In addition, a
nominee shall not be eligible for election or re-election if a stockholder or Stockholder Associated Person, as applicable, takes action
contrary to the representations made in the Nominee Solicitation Statement applicable to such nominee or if the Nominee Solicitation
Statement applicable to such nominee contains an untrue statement of a material fact or omits to state a material fact necessary to make
the statements therein not misleading. The chairperson of the annual meeting shall, if the facts warrant, determine and declare at the
annual meeting that a nomination was not made in accordance with the provisions prescribed by these bylaws, and if the chairperson
should so determine, he or she shall so declare at the annual meeting, and the defective nomination shall be disregarded.

(f)    To be eligible to be a nominee for election as a director of the corporation, the proposed nominee must
deliver (in accordance with the time periods prescribed for delivery of notice under this Section 2.4(iii) to the secretary at the principal
executive offices of the corporation a written questionnaire with respect to the background and qualification of such proposed nominee
(which questionnaire shall be provided by the secretary upon written request) and a written representation and agreement (in form
provided by the secretary upon written request) that such proposed nominee (i) is not and will not become a party to (A) any agreement,
arrangement or understanding with, and has not given any commitment or assurance to, any person or entity as to how such proposed
nominee, if elected as a director of the corporation, will act or vote on any issue or question (a “Voting Commitment”) that has not been
disclosed to the corporation or (B) any Voting Commitment that could limit or interfere with such proposed nominee’s ability to comply,
if elected as a director of the corporation, with such proposed nominee’s fiduciary duties under applicable law, (ii) is not, and will not
become a party to, any agreement, arrangement or understanding with any person or entity other than the corporation with
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respect to any direct or indirect compensation, reimbursement or indemnification in connection with service or action as a director that
has not been disclosed to the corporation and (iii) in such proposed nominee’s individual capacity and on behalf of the stockholder (or the
beneficial owner, if different) on whose behalf the nomination is made, would be in compliance, if elected as a director of the
corporation, and will comply with applicable publicly disclosed corporate governance, conflict of interest, confidentiality and stock
ownership and trading policies and guidelines of the corporation.

(iii)    Advance Notice of Director Nominations for Special Meetings.

(a)    For a special meeting of stockholders at which directors are to be elected pursuant to Section 2.3,
nominations of persons for election to the board of directors shall be made only (1) by or at the direction of the board of directors or
(2) by any stockholder of the corporation who (A) is a stockholder of record at the time of the giving of the notice required by this
Section 2.4(iii) and on the record date for the determination of stockholders entitled to vote at the special meeting and (B) delivers a
timely written notice of the nomination to the secretary of the corporation that includes the information set forth in Sections 2.4(ii)(b) and
(ii)(c) above. To be timely, such notice must be received by the secretary at the principal executive offices of the corporation not later
than the close of business on the later of the 90th day prior to such special meeting or the tenth day following the day on which Public
Announcement is first made of the date of the special meeting and of the nominees proposed by the board of directors to be elected at
such meeting. In no event shall any adjournment, rescheduling or postponement of a special meeting or the announcement thereof
commence a new time period for the giving of a stockholder’s notice. A person shall not be eligible for election or re-election as a
director at a special meeting unless the person is nominated (i) by or at the direction of the board of directors or (ii) by a stockholder in
accordance with the notice procedures set forth in this Section 2.4(iii). In addition, a nominee shall not be eligible for election or re-
election if a stockholder or Stockholder Associated Person, as applicable, takes action contrary to the representations made in the
Nominee Solicitation Statement applicable to such nominee or if the Nominee Solicitation Statement applicable to such nominee contains
an untrue statement of a material fact or omits to state a material fact necessary to make the statements therein not misleading.

(b)    The chairperson of the special meeting shall, if the facts warrant, determine and declare at the meeting that a
nomination or business was not made in accordance with the procedures prescribed by these bylaws, and if the chairperson should so
determine, he or she shall so declare at the meeting, and the defective nomination or business shall be disregarded.

(iv)    Other Requirements and Rights. In addition to the foregoing provisions of this Section 2.4, a stockholder must also
comply with all applicable requirements of state law and of the 1934 Act and the rules and regulations thereunder with respect to the
matters set forth in this Section 2.4, including, with respect to business such stockholder intends to bring before the annual meeting that
involves a proposal that such stockholder requests to be included in the corporation’s proxy statement, the requirements of Rule 14a-8 (or
any successor provision) under the 1934 Act. Nothing in this
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Section 2.4 shall be deemed to affect any right of the corporation to omit a proposal from the corporation’s proxy statement pursuant to
Rule 14a-8 (or any successor provision) under the 1934 Act.

2.5    Notice of Stockholders’ Meetings. Whenever stockholders are required or permitted to take any action at a meeting, a
written notice of the meeting shall be given which shall state the place, if any, date and hour of the meeting, the means of remote
communications, if any, by which stockholders and proxy holders may be deemed to be present in person and vote at such meeting, the
record date for determining the stockholders entitled to vote at the meeting, if such date is different from the record date for determining
stockholders entitled to notice of the meeting, and, in the case of a special meeting, the purpose or purposes for which the meeting is
called. Except as otherwise provided in the DGCL, the certificate of incorporation or these bylaws, the written notice of any meeting of
stockholders shall be given not less than 10 nor more than 60 days before the date of the meeting to each stockholder entitled to vote at
such meeting as of the record date for determining the stockholders entitled to notice of the meeting.

2.6    Quorum. The holders of a majority of the voting power of the stock issued and outstanding and entitled to vote, present in
person or represented by proxy, shall constitute a quorum for the transaction of business at all meetings of the stockholders, unless
otherwise required by law, the certificate of incorporation, these bylaws or the rules of any applicable stock exchange. Where a separate
vote by a class or series or classes or series is required, a majority of the voting power of the issued and outstanding shares of such class
or series or classes or series, present in person or represented by proxy, shall constitute a quorum entitled to take action with respect to
that vote on that matter, except as otherwise required by law, the certificate of incorporation, these bylaws or the rules of any applicable
stock exchange. A quorum, once established, shall not be broken by the subsequent withdrawal of enough votes to leave less than a
quorum. At any such adjourned meeting at which there is a quorum, any business may be transacted that might have been transacted at
the meeting originally called.

Whether or not a quorum is present at a meeting of stockholders, the chairperson of the meeting shall have power to adjourn the
meeting from time to time, without notice other than announcement at the meeting. At such adjourned meeting at which a quorum is
present or represented, any business may be transacted that might have been transacted at the original meeting.

2.7    Adjourned Meeting; Notice. When a meeting is adjourned to another time or place, unless these bylaws otherwise require,
notice need not be given of the adjourned meeting if the time, place, if any, thereof, and the means of remote communications, if any, by
which stockholders and proxy holders may be deemed to be present in person and vote at such adjourned meeting are announced at the
meeting at which the adjournment is taken. At the adjourned meeting, the corporation may transact any business which might have been
transacted at the original meeting. If the adjournment is for more than 30 days, a notice of the adjourned meeting shall be given to each
stockholder of record entitled to vote at the meeting. If after the adjournment a new record date for stockholders entitled to vote is fixed
for the adjourned meeting, the board of directors shall fix a new record date for notice of such adjourned meeting in accordance with
Section 213(a) of the DGCL and Section 2.11 of these bylaws, and shall
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give notice of the adjourned meeting to each stockholder of record entitled to vote at such adjourned meeting as of the record date fixed
for notice of such adjourned meeting.

2.8    Conduct Of Business. The chairperson of any meeting of stockholders shall determine the order of business and the
procedure at the meeting, including such regulation of the manner of voting and the conduct of business. The chairperson of any meeting
of stockholders shall be designated by the board of directors; in the absence of such designation, the chairman of the board, if any, the
chief executive officer (in the absence of the chairman) or the president (in the absence of the chairman of the board and the chief
executive officer), or in their absence any other executive officer of the corporation, shall serve as chairperson of the stockholder
meeting.

2.9    Voting. The stockholders entitled to vote at any meeting of stockholders shall be determined in accordance with the
provisions of Section 2.11 of these bylaws, subject to Section 217 (relating to voting rights of fiduciaries, pledgors and joint owners of
stock) and Section 218 (relating to voting trusts and other voting agreements) of the DGCL.

Except as may be otherwise provided in the certificate of incorporation, each stockholder shall be entitled to one vote for each
share of capital stock held by such stockholder.

Except as otherwise required by law, the certificate of incorporation, these bylaws or the rules of any applicable stock exchange,
in all matters other than the election of directors, the affirmative vote of a majority of the voting power of the shares present in person or
represented by proxy at the meeting and entitled to vote on the subject matter shall be the act of the stockholders. Except as otherwise
required by law, the certificate of incorporation, these bylaws or the rules of any applicable stock exchange, directors shall be elected by
a plurality of the voting power of the shares present in person or represented by proxy at the meeting and entitled to vote on the election
of directors. Where a separate vote by a class or series or classes or series is required, in all matters other than the election of directors,
the affirmative vote of the majority of the voting power of shares of such class or series or classes or series present in person or
represented by proxy at the meeting shall be the act of such class or series or classes or series, except as otherwise provided by law, the
certificate of incorporation, these bylaws or the rules of any applicable stock exchange. Voting at meetings of stockholders need not be by
written ballot.

2.10    Stockholder Action by Written Consent Without a Meeting. Subject to the rights of the holders of the shares of any series
of preferred stock or any other class of stock or series thereof that have been expressly granted the right to take action by written consent,
any action required or permitted to be taken by the stockholders of the corporation must be effected at a duly called annual or special
meeting of stockholders of the corporation and may not be effected by any consent in writing by such stockholders.

2.11    Record Dates. In order that the corporation may determine the stockholders entitled to notice of any meeting of
stockholders or any adjournment thereof, the board of directors may fix a
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record date, which record date shall not precede the date upon which the resolution fixing the record date is adopted by the board of
directors and which record date shall not be more than 60 nor less than 10 days before the date of such meeting. If the board of directors
so fixes a date, such date shall also be the record date for determining the stockholders entitled to vote at such meeting unless the board
of directors determines, at the time it fixes such record date, that a later date on or before the date of the meeting shall be the date for
making such determination.

If no record date is fixed by the board of directors, the record date for determining stockholders entitled to notice of and to vote at
a meeting of stockholders shall be at the close of business on the day next preceding the day on which notice is given, or, if notice is
waived, at the close of business on the day next preceding the day on which the meeting is held.

A determination of stockholders of record entitled to notice of or to vote at a meeting of stockholders shall apply to any
adjournment of the meeting; provided, however, that the board of directors may fix a new record date for determination of stockholders
entitled to vote at the adjourned meeting, and in such case shall also fix as the record date for stockholders entitled to notice of such
adjourned meeting the same or an earlier date as that fixed for determination of stockholders entitled to vote in accordance with the
provisions of Section 213 of the DGCL and this Section 2.11 at the adjourned meeting.

In order that the corporation may determine the stockholders entitled to receive payment of any dividend or other distribution or
allotment of any rights or the stockholders entitled to exercise any rights in respect of any change, conversion or exchange of stock, or for
the purpose of any other lawful action, the board of directors may fix a record date, which record date shall not precede the date upon
which the resolution fixing the record date is adopted, and which record date shall be not more than 60 days prior to such action. If no
record date is fixed, the record date for determining stockholders for any such purpose shall be at the close of business on the day on
which the board of directors adopts the resolution relating thereto.

2.12    Proxies. Each stockholder entitled to vote at a meeting of stockholders may authorize another person or persons to act for
such stockholder by proxy authorized by an instrument in writing or by a transmission permitted by law filed in accordance with the
procedure established for the meeting, but no such proxy shall be voted or acted upon after three years from its date, unless the proxy
provides for a longer period. The revocability of a proxy that states on its face that it is irrevocable shall be governed by the provisions of
Section 212 of the DGCL. A written proxy may be in the form of a telegram, cablegram, or other means of electronic transmission which
sets forth or is submitted with information from which it can be determined that the telegram, cablegram, or other means of electronic
transmission was authorized by the stockholder.

2.13    List of Stockholders Entitled to Vote. The officer who has charge of the stock ledger of the corporation shall prepare and
make, at least 10 days before every meeting of stockholders, a complete list of the stockholders entitled to vote at the meeting; provided,
however, if the record date for
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determining the stockholders entitled to vote is less than 10 days before the meeting date, the list shall reflect the stockholders entitled to
vote as of the tenth day before the meeting date, arranged in alphabetical order, and showing the address of each stockholder and the
number of shares registered in the name of each stockholder. The corporation shall not be required to include electronic mail addresses or
other electronic contact information on such list. Such list shall be open to the examination of any stockholder for any purpose germane
to the meeting for a period of at least 10 days prior to the meeting: (i) on a reasonably accessible electronic network, provided that the
information required to gain access to such list is provided with the notice of the meeting, or (ii) during ordinary business hours, at the
corporation’s principal place of business. In the event that the corporation determines to make the list available on an electronic network,
the corporation may take reasonable steps to ensure that such information is available only to stockholders of the corporation. If the
meeting is to be held at a place, then a list of stockholders entitled to vote at the meeting shall be produced and kept at the time and place
of the meeting during the whole time thereof, and may be examined by any stockholder who is present. If the meeting is to be held solely
by means of remote communication, then such list shall also be open to the examination of any stockholder during the whole time of the
meeting on a reasonably accessible electronic network, and the information required to access such list shall be provided with the notice
of the meeting.

2.14    Inspectors of Election. Before any meeting of stockholders, the board of directors shall appoint an inspector or inspectors
of election to act at the meeting or its adjournment. The number of inspectors shall be either one (1) or three (3). If any person appointed
as inspector fails to appear or fails or refuses to act, then the chairperson of the meeting may, and upon the request of any stockholder or
a stockholder’s proxy shall, appoint a person to fill that vacancy; provided further that, in any case, if no inspector or alternate is able to
act at a meeting of stockholders, the chairperson of the meeting shall appoint at least one (1) inspector to act at the meeting.

Each inspector, before entering upon the discharge of his or her duties, shall take and sign an oath to execute faithfully the duties
of inspector with strict impartiality and according to the best of his or her ability. Such inspectors shall:

(i)    determine the number of shares outstanding and the voting power of each, the number of shares represented at the
meeting, the existence of a quorum, and the authenticity, validity, and effect of proxies;

(ii)    receive votes, ballots or consents;

(iii)    hear and determine all challenges and questions in any way arising in connection with the right to vote;

(iv)    count and tabulate all votes or consents;

(v)    determine when the polls shall close;
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(vi)    determine the result; and

(vii)    do any other acts that may be proper to conduct the election or vote with fairness to all stockholders.

The inspectors of election shall perform their duties impartially, in good faith, to the best of their ability and as expeditiously as is
practical. If there are three (3) inspectors of election, the decision, act or certificate of a majority is effective in all respects as the
decision, act or certificate of all. Any report or certificate made by the inspectors of election is prima facie evidence of the facts stated
therein.

ARTICLE III - DIRECTORS

3.1    Powers. The business and affairs of the corporation shall be managed by or under the direction of the board of directors,
except as may be otherwise provided in the DGCL or the certificate of incorporation.

3.2    Number of Directors. The board of directors shall consist of one or more members, each of whom shall be a natural person.
Unless the certificate of incorporation fixes the number of directors, the number of directors shall be determined from time to time by
resolution of the board of directors. No reduction of the authorized number of directors shall have the effect of removing any director
before that director’s term of office expires.

3.3    Election, Qualification and Term of Office of Directors. Except as provided in Section 3.4 of these bylaws, each director,
including a director elected to fill a vacancy, shall hold office until the expiration of the term for which elected and until such director’s
successor is elected and qualified or until such director’s earlier death, resignation or removal. Directors need not be stockholders unless
so required by the certificate of incorporation or these bylaws. The certificate of incorporation or these bylaws may prescribe other
qualifications for directors.

In accordance with the provisions of the certificate of incorporation, the directors of the corporation shall be divided into three
classes.

3.4    Resignation and Vacancies. Any director may resign at any time upon notice given in writing or by electronic transmission
to the corporation. A resignation is effective when the resignation is delivered unless the resignation specifies a later effective date or an
effective date determined upon the happening of an event or events. A resignation which is conditioned upon the director failing to
receive a specified vote for reelection as a director may provide that it is irrevocable. Unless otherwise provided in the certificate of
incorporation or these bylaws, when one or more directors resign from the board of directors, effective at a future date, a majority of the
directors then in office, including those who have so resigned, shall have power to fill such vacancy or vacancies, the vote thereon to take
effect when such resignation or resignations shall become effective.
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Unless otherwise provided in the certificate of incorporation or these bylaws, vacancies and newly created directorships resulting
from any increase in the authorized number of directors elected by all of the stockholders having the right to vote as a single class shall
be filled only by a majority of the directors then in office, although less than a quorum, or by a sole remaining director. If the directors
are divided into classes, a person so elected by the directors then in office to fill a vacancy or newly created directorship shall hold office
until the next election of the class for which such director shall have been chosen and until his or her successor shall have been duly
elected and qualified.

If at any time, by reason of death or resignation or other cause, the corporation should have no directors in office, then any officer
or any stockholder or an executor, administrator, trustee or guardian of a stockholder, or other fiduciary entrusted with like responsibility
for the person or estate of a stockholder, may call a special meeting of stockholders in accordance with the provisions of the certificate of
incorporation or these bylaws, or may apply to the Delaware Court of Chancery for a decree summarily ordering an election as provided
in Section 211 of the DGCL.

If, at the time of filling any vacancy or any newly created directorship, the directors then in office constitute less than a majority
of the whole board of directors (as constituted immediately prior to any such increase), the Court of Chancery may, upon application of
any stockholder or stockholders holding at least 10% of the voting power of the voting stock at the time outstanding having the right to
vote for such directors, summarily order an election to be held to fill any such vacancies or newly created directorships, or to replace the
directors chosen by the directors then in office as aforesaid, which election shall be governed by the provisions of Section 211 of the
DGCL as far as applicable.

3.5    Place of Meetings; Meetings by Telephone. The board of directors may hold meetings, both regular and special, either
within or outside the State of Delaware.

Unless otherwise restricted by the certificate of incorporation or these bylaws, members of the board of directors, or any
committee designated by the board of directors, may participate in a meeting of the board of directors, or any committee, by means of
conference telephone or other communications equipment by means of which all persons participating in the meeting can hear each other,
and such participation in a meeting shall constitute presence in person at the meeting.

3.6    Regular Meetings. Regular meetings of the board of directors may be held without notice at such time and at such place as
shall from time to time be determined by the board of directors.

3.7    Special Meetings; Notice. Special meetings of the board of directors for any purpose or purposes may be called at any time
by the chairman of the board of directors, the chief executive officer, the president, the secretary or a majority of the authorized number
of directors, at such times and places as he or she or they shall designate.

Notice of the time and place of special meetings shall be:

(i)    delivered personally by hand, by courier or by telephone;
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(ii)    sent by United States first-class mail, postage prepaid;

(iii)    sent by facsimile; or

(iv)    sent by electronic mail,

directed to each director at that director’s address, telephone number, facsimile number or electronic mail address, as the case may be, as
shown on the corporation’s records.

If the notice is (i) delivered personally by hand, by courier or by telephone, (ii) sent by facsimile or (iii) sent by electronic mail, it
shall be delivered or sent at least 24 hours before the time of the holding of the meeting. If the notice is sent by United States mail, it
shall be deposited in the United States mail at least four days before the time of the holding of the meeting. Any oral notice may be
communicated to the director. The notice need not specify the place of the meeting (if the meeting is to be held at the corporation’s
principal executive office) nor the purpose of the meeting.

3.8    Quorum; Voting. At all meetings of the board of directors, a majority of the total authorized number of directors shall
constitute a quorum for the transaction of business. If a quorum is not present at any meeting of the board of directors, then the directors
present thereat may adjourn the meeting from time to time, without notice other than announcement at the meeting, until a quorum is
present. A meeting at which a quorum is initially present may continue to transact business notwithstanding the withdrawal of directors,
if any action taken is approved by at least a majority of the required quorum for that meeting.

The vote of a majority of the directors present at any meeting at which a quorum is present shall be the act of the board of
directors, except as may be otherwise specifically provided by statute, the certificate of incorporation or these bylaws.

If the certificate of incorporation provides that one or more directors shall have more or less than one vote per director on any
matter, every reference in these bylaws to a majority or other proportion of the directors shall refer to a majority or other proportion of
the votes of the directors.

3.9    Board Action by Written Consent Without a Meeting. Unless otherwise restricted by the certificate of incorporation or these
bylaws, any action required or permitted to be taken at any meeting of the board of directors, or of any committee thereof, may be taken
without a meeting if all members of the board of directors or committee, as the case may be, consent thereto in writing or by electronic
transmission and the writing or writings or electronic transmission or transmissions are filed with the minutes of proceedings of the board
of directors or committee. Such filing shall be in paper form if the minutes are maintained in paper form and shall be in electronic form if
the minutes are maintained in electronic form. Any person (whether or not then a director) may provide, whether through instruction to
an agent or otherwise, that a consent to action will be effective at a future time (including a time determined upon the happening of an
event), no later than 60 days after such instruction is given or such provision is made and such consent shall be deemed to have been
given for purposes of this
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Section 3.9 at such effective time so long as such person is then a director and did not revoke the consent prior to such time. Any such
consent shall be revocable prior to its becoming effective.

3.10    Fees and Compensation of Directors. Unless otherwise restricted by the certificate of incorporation or these bylaws, the
board of directors shall have the authority to fix the compensation of directors.

3.11    Removal of Directors. Unless otherwise provided in the certificate of incorporation, any director may be removed from
office by the stockholders of the corporation only for cause by a majority of the voting power of all the then outstanding shares then
entitled to vote at the election of directors.

No reduction of the authorized number of directors shall have the effect of removing any director prior to the expiration of such
director’s term of office.

ARTICLE IV - COMMITTEES

4.1    Committees of Directors. The board of directors may designate one or more committees, each committee to consist of one
or more of the directors of the corporation. The board of directors may designate one or more directors as alternate members of any
committee, who may replace any absent or disqualified member at any meeting of the committee. In the absence or disqualification of a
member of a committee, the member or members thereof present at any meeting and not disqualified from voting, whether or not such
member or members constitute a quorum, may unanimously appoint another member of the board of directors to act at the meeting in the
place of any such absent or disqualified member. Any such committee, to the extent provided in the resolution of the board of directors or
in these bylaws, shall have and may exercise all the powers and authority of the board of directors in the management of the business and
affairs of the corporation, and may authorize the seal of the corporation to be affixed to all papers that may require it; but no such
committee shall have the power or authority to (i) approve or adopt, or recommend to the stockholders, any action or matter (other than
the election or removal of directors) expressly required by the DGCL to be submitted to stockholders for approval, or (ii) adopt, amend
or repeal any bylaw of the corporation.

4.2    Committee Minutes. Each committee shall keep regular minutes of its meetings and report the same to the board of directors
when required.

4.3    Meetings and Action of Committees. Meetings and actions of committees shall be governed by, and held and taken in
accordance with, the provisions of:

(i)    Section 3.5 (place of meetings and meetings by telephone);

(ii)    Section 3.6 (regular meetings);

(iii)    Section 3.7 (special meetings and notice);
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(iv)    Section 3.8 (quorum; voting);

(v)    Section 7.5 (waiver of notice); and

(vi)    Section 3.9 (action without a meeting)

with such changes in the context of those bylaws as are necessary to substitute the committee and its members for the board of directors
and its members. However:

(i)    the time of regular meetings of committees may be determined either by resolution of the board of directors or by
resolution of the committee;

(ii)    special meetings of committees may also be called by resolution of the board of directors; and

(iii)    notice of special meetings of committees shall also be given to all alternate members, who shall have the right to
attend all meetings of the committee. The board of directors or a committee may adopt rules for the government of any committee not
inconsistent with the provisions of these bylaws.

Any provision in the certificate of incorporation providing that one or more directors shall have more or less than one vote per
director on any matter shall apply to voting in any committee or subcommittee, unless otherwise provided in the certificate of
incorporation or these bylaws.

4.4    Subcommittees. Unless otherwise provided in the certificate of incorporation, these bylaws or the resolutions of the board of
directors designating the committee, a committee may create one or more subcommittees, each subcommittee to consist of one or more
members of the committee, and delegate to a subcommittee any or all of the powers and authority of the committee.

ARTICLE V - OFFICERS

5.1    Officers. The officers of the corporation shall be a president and a secretary. The corporation may also have, at the
discretion of the board of directors, a chairman of the board of directors, a vice chairman of the board of directors, a chief executive
officer, a chief financial officer or treasurer, one or more vice presidents, one or more assistant vice presidents, one or more assistant
treasurers, one or more assistant secretaries, and any such other officers as may be appointed in accordance with the provisions of these
bylaws. Any number of offices may be held by the same person.

5.2    Appointment of Officers. The board of directors shall appoint the officers of the corporation, except such officers as may be
appointed in accordance with the provisions of Sections 5.3 of these bylaws, subject to the rights, if any, of an officer under any contract
of employment.

5.3    Subordinate Officers. The board of directors may appoint, or empower the chief executive officer or, in the absence of a
chief executive officer, the president, to appoint, such other
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officers and agents as the business of the corporation may require. Each of such officers and agents shall hold office for such period, have
such authority, and perform such duties as are provided in these bylaws or as the board of directors may from time to time determine.

5.4    Removal and Resignation of Officers. Subject to the rights, if any, of an officer under any contract of employment, any
officer may be removed, either with or without cause, by an affirmative vote of the majority of the board of directors at any regular or
special meeting of the board of directors or, except in the case of an officer chosen by the board of directors, by any officer upon whom
such power of removal may be conferred by the board of directors.

Any officer may resign at any time by giving written notice to the corporation. Any resignation shall take effect at the date of the
receipt of that notice or at any later time specified in that notice. Unless otherwise specified in the notice of resignation, the acceptance of
the resignation shall not be necessary to make it effective. Any resignation is without prejudice to the rights, if any, of the corporation
under any contract to which the officer is a party.

5.5    Vacancies in Offices. Any vacancy occurring in any office of the corporation shall be filled by the board of directors or as
provided in Section 5.3.

5.6    Representation of Shares of Other Corporations. The chairman of the board of directors, the president, any vice president,
the treasurer, the secretary or assistant secretary of this corporation, or any other person authorized by the board of directors or the
president or a vice president, is authorized to vote, represent, and exercise on behalf of this corporation all rights incident to any and all
shares or other equity interests of any other corporation or corporations or entity or entities standing in the name of this corporation. The
authority granted herein may be exercised either by such person directly or by any other person authorized to do so by proxy or power of
attorney duly executed by such person having the authority.

5.7    Authority and Duties of Officers. All officers of the corporation shall respectively have such authority and perform such
duties in the management of the business of the corporation as may be designated from time to time by the board of directors or the
stockholders and, to the extent not so provided, as generally pertain to their respective offices, subject to the control of the board of
directors.

ARTICLE VI - STOCK

6.1    Stock Certificates; Partly Paid Shares. The shares of the corporation shall be represented by certificates, provided that the
board of directors may provide by resolution or resolutions that some or all of any or all classes or series of its stock shall be
uncertificated shares that may be evidenced by a book-entry system maintained by the registrar of such stock. Any such resolution shall
not apply to shares represented by a certificate until such certificate is surrendered to the corporation. Every holder of stock represented
by certificates shall be entitled to have a certificate signed by, or in the name of the corporation by the chairman of the board of directors
or vice- chairman of the board of directors, or

18

DOCSOC/1705939v2/100382-0017



the president or a vice-president, and by the treasurer or an assistant treasurer, or the secretary or an assistant secretary of the corporation
representing the number of shares registered in certificate form. Any or all of the signatures on the certificate may be a facsimile. In case
any officer, transfer agent or registrar who has signed or whose facsimile signature has been placed upon a certificate has ceased to be
such officer, transfer agent or registrar before such certificate is issued, it may be issued by the corporation with the same effect as if such
person were such officer, transfer agent or registrar at the date of issue. The corporation shall not have power to issue a certificate in
bearer form.

The corporation may issue the whole or any part of its shares as partly paid and subject to call for the remainder of the
consideration to be paid therefor. Upon the face or back of each stock certificate issued to represent any such partly-paid shares, or upon
the books and records of the corporation in the case of uncertificated partly-paid shares, the total amount of the consideration to be paid
therefor and the amount paid thereon shall be stated. Upon the declaration of any dividend on fully-paid shares, the corporation shall
declare a dividend upon partly-paid shares of the same class, but only upon the basis of the percentage of the consideration actually paid
thereon.

6.2    Special Designation on Certificates. If the corporation is authorized to issue more than one class of stock or more than one
series of any class, then the powers, the designations, the preferences, and the relative, participating, optional or other special rights of
each class of stock or series thereof and the qualifications, limitations or restrictions of such preferences and/or rights shall be set forth in
full or summarized on the face or back of the certificate that the corporation shall issue to represent such class or series of stock;
provided, however, that, except as otherwise provided in Section 202 of the DGCL, in lieu of the foregoing requirements there may be set
forth on the face or back of the certificate that the corporation shall issue to represent such class or series of stock, a statement that the
corporation will furnish without charge to each stockholder who so requests the powers, designations, preferences and relative,
participating, optional or other special rights of each class of stock or series thereof and the qualifications, limitations or restrictions of
such preferences and/or rights. Within a reasonable time after the issuance or transfer of uncertificated stock, the corporation shall send to
the registered owner thereof a written notice containing the information required to be set forth or stated on certificates pursuant to this
Section 6.2 or Sections 151, 156, 202(a) or 218(a) of the DGCL or with respect to this Section 6.2 a statement that the corporation will
furnish without charge to each stockholder who so requests the powers, designations, preferences and relative, participating, optional or
other special rights of each class of stock or series thereof and the qualifications, limitations or restrictions of such preferences and/or
rights. Except as otherwise expressly provided by law, the rights and obligations of the holders of uncertificated stock and the rights and
obligations of the holders of certificates representing stock of the same class and series shall be identical.

6.3    Lost Certificates. Except as provided in this Section 6.3, no new certificates for shares shall be issued to replace a
previously issued certificate unless the latter is surrendered to the corporation and cancelled at the same time. The corporation may issue
a new certificate of stock or uncertificated shares in the place of any certificate theretofore issued by it, alleged to have been lost, stolen
or destroyed,
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and the corporation may require the owner of the lost, stolen or destroyed certificate, or such owner’s legal representative, to give the
corporation a bond sufficient to indemnify it against any claim that may be made against it on account of the alleged loss, theft or
destruction of any such certificate or the issuance of such new certificate or uncertificated shares.

6.4    Dividends. The board of directors, subject to any restrictions contained in the certificate of incorporation or applicable law,
may declare and pay dividends upon the shares of the corporation’s capital stock.

The board of directors may set apart out of any of the funds of the corporation available for dividends a reserve or reserves for
any proper purpose and may abolish any such reserve. Such purposes shall include but not be limited to equalizing dividends, repairing
or maintaining any property of the corporation, and meeting contingencies.

6.5    Transfer of Stock. Transfers of record of shares of stock of the corporation shall be made only upon its books by the holders
thereof, in person or by an attorney duly authorized, and, subject to Section 6.3 of these bylaws, if such stock is certificated, upon the
surrender of a certificate or certificates for a like number of shares, properly endorsed or accompanied by proper evidence of succession,
assignation or authority to transfer.

6.6    Stock Transfer Agreements. The corporation shall have power to enter into and perform any agreement with any number of
stockholders of any one or more classes of stock of the corporation to restrict the transfer of shares of stock of the corporation of any one
or more classes owned by such stockholders in any manner not prohibited by the DGCL.

6.7    Registered Stockholders. The corporation:

(i)    shall be entitled to recognize the exclusive right of a person registered on its books as the owner of shares to receive
dividends and to vote as such owner;

(ii)    shall be entitled to hold liable for calls and assessments the person registered on its books as the owner of shares;
and

(iii)    shall not be bound to recognize any equitable or other claim to or interest in such share or shares on the part of
another person, whether or not it shall have express or other notice thereof, except as otherwise provided by the laws of Delaware.

ARTICLE VII - MANNER OF GIVING NOTICE AND WAIVER

7.1    Notice of Stockholders’ Meetings. Notice of any meeting of stockholders, if mailed, is given when deposited in the United
States mail, postage prepaid, directed to the stockholder at such stockholder’s address as it appears on the corporation’s records. An
affidavit of the secretary or an
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assistant secretary of the corporation or of the transfer agent or other agent of the corporation that the notice has been given shall, in the
absence of fraud, be prima facie evidence of the facts stated therein.

7.2    Notice by Electronic Transmission. Without limiting the manner by which notice otherwise may be given effectively to
stockholders pursuant to the DGCL, the certificate of incorporation or these bylaws, any notice to stockholders given by the corporation
under any provision of the DGCL, the certificate of incorporation or these bylaws shall be effective if given by a form of electronic
transmission consented to by the stockholder to whom the notice is given. Any such consent shall be revocable by the stockholder by
written notice to the corporation. Any such consent shall be deemed revoked if:

(i)    the corporation is unable to deliver by electronic transmission two consecutive notices given by the corporation in
accordance with such consent; and

(ii)    such inability becomes known to the secretary or an assistant secretary of the corporation or to the transfer agent, or
other person responsible for the giving of notice.

However, the inadvertent failure to treat such inability as a revocation shall not invalidate any meeting or other action.

Any notice given pursuant to the preceding paragraph shall be deemed given:

(i)    if by facsimile telecommunication, when directed to a number at which the stockholder has consented to receive
notice;

(ii)    if by electronic mail, when directed to an electronic mail address at which the stockholder has consented to receive
notice;

(iii)    if by a posting on an electronic network together with separate notice to the stockholder of such specific posting,
upon the later of (A) such posting and (B) the giving of such separate notice; and

(iv)    if by any other form of electronic transmission, when directed to the stockholder.

An affidavit of the secretary or an assistant secretary or of the transfer agent or other agent of the corporation that the notice has
been given by a form of electronic transmission shall, in the absence of fraud, be prima facie evidence of the facts stated therein.

An “electronic transmission” means any form of communication, not directly involving the physical transmission of paper, that
creates a record that may be retained, retrieved, and reviewed by a recipient thereof, and that may be directly reproduced in paper form
by such a recipient through an automated process.
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Notice by a form of electronic transmission shall not apply with respect to Sections 164, 296, 311, 312 or 324 of the DGCL.

7.3    Notice to Stockholders Sharing an Address. Except as otherwise prohibited under the DGCL, without limiting the manner
by which notice otherwise may be given effectively to stockholders, any notice to stockholders given by the corporation under the
provisions of the DGCL, the certificate of incorporation or these bylaws shall be effective if given by a single written notice to
stockholders who share an address if consented to by the stockholders at that address to whom such notice is given. Any such consent
shall be revocable by the stockholder by written notice to the corporation. Any stockholder who fails to object in writing to the
corporation, within 60 days of having been given written notice by the corporation of its intention to send the single notice, shall be
deemed to have consented to receiving such single written notice.

7.4    Notice to Person with Whom Communication is Unlawful. Whenever notice is required to be given, under the DGCL, the
certificate of incorporation or these bylaws, to any person with whom communication is unlawful, the giving of such notice to such
person shall not be required and there shall be no duty to apply to any governmental authority or agency for a license or permit to give
such notice to such person. Any action or meeting which shall be taken or held without notice to any such person with whom
communication is unlawful shall have the same force and effect as if such notice had been duly given. In the event that the action taken
by the corporation is such as to require the filing of a certificate under the DGCL, the certificate shall state, if such is the fact and if
notice is required, that notice was given to all persons entitled to receive notice except such persons with whom communication is
unlawful.

7.5    Waiver of Notice. Whenever notice is required to be given under any provision of the DGCL, the certificate of incorporation
or these bylaws, a written waiver, signed by the person entitled to notice, or a waiver by electronic transmission by the person entitled to
notice, whether before or after the time of the event for which notice is to be given, shall be deemed equivalent to notice. Attendance of a
person at a meeting shall constitute a waiver of notice of such meeting, except when the person attends a meeting for the express purpose
of objecting at the beginning of the meeting, to the transaction of any business because the meeting is not lawfully called or convened.
Neither the business to be transacted at, nor the purpose of, any regular or special meeting of the stockholders need be specified in any
written waiver of notice or any waiver by electronic transmission unless so required by the certificate of incorporation or these bylaws.

ARTICLE VIII - INDEMNIFICATION

8.1    Indemnification of Directors and Officers in Third Party Proceedings. Subject to the other provisions of this Article VIII, the
corporation shall indemnify, to the fullest extent permitted by the DGCL, as now or hereinafter in effect, any person who was or is a
party or is threatened to be made a party to any threatened, pending or completed action, suit or proceeding, whether civil, criminal,
administrative, arbitrative, investigative or other (a “Proceeding”) (other than an action by or in the
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right of the corporation) by reason of the fact that such person is or was a director or officer of the corporation, or is or was a director or
officer of the corporation serving at the request of the corporation as a director, officer, employee, member, manager, trustee or agent of
another corporation, limited liability company, partnership, joint venture, trust or other enterprise, against expenses (including attorneys’
fees), damages, losses, liabilities, judgments, fines, penalties, ERISA excise taxes, amounts paid or payable in settlement, any federal,
state, local or foreign taxes, and all other charges paid or payable by such person in connection with investigating, defending, being a
witness in or participating in, or preparing to defend, be a witness or participate in, any Proceeding if such person acted in good faith and
in a manner such person reasonably believed to be in or not opposed to the best interests of the corporation, and, with respect to any
criminal action or proceeding, had no reasonable cause to believe such person’s conduct was unlawful. The termination of any
Proceeding by judgment, order, settlement, conviction, or upon a plea of nolo contendere or its equivalent, shall not, of itself, create a
presumption that the person did not act in good faith and in a manner which such person reasonably believed to be in or not opposed to
the best interests of the corporation, and, with respect to any criminal action or proceeding, had reasonable cause to believe that such
person’s conduct was unlawful.

8.2    Indemnification of Directors and Officers in Actions by or in the Right of the Corporation. Subject to the other provisions of
this Article VIII, the corporation shall indemnify, to the fullest extent permitted by the DGCL, as now or hereinafter in effect, any person
who was or is a party or is threatened to be made a party to any threatened, pending or completed action or suit by or in the right of the
corporation to procure a judgment in its favor by reason of the fact that such person is or was a director or officer of the corporation, or is
or was a director or officer of the corporation serving at the request of the corporation as a director, officer, employee, member, manager,
trustee or agent of another corporation, limited liability company, partnership, joint venture, trust or other enterprise against expenses
(including attorneys’ fees), damages, losses, liabilities, judgments, fines, penalties, ERISA excise taxes, amounts paid or payable in
settlement, any federal, state, local or foreign taxes, and all other charges paid or payable by such person in connection with the defense
or settlement of such action or suit if such person acted in good faith and in a manner such person reasonably believed to be in or not
opposed to the best interests of the corporation; except that no indemnification shall be made in respect of any claim, issue or matter as to
which such person shall have been adjudged to be liable to the corporation unless and only to the extent that the Court of Chancery or the
court in which such action or suit was brought shall determine upon application that, despite the adjudication of liability but in view of all
the circumstances of the case, such person is fairly and reasonably entitled to indemnity for such expenses which the Court of Chancery
or such other court shall deem proper.

8.3    Successful Defense. To the extent that a present or former director or officer of the corporation has been successful on the
merits or otherwise in defense of any action, suit or proceeding described in Section 8.1 or Section 8.2, or in defense of any claim, issue
or matter therein, such person shall be indemnified against expenses (including attorneys’ fees), damages, losses, liabilities, judgments,
fines, penalties, ERISA excise taxes, amounts paid or payable in settlement, any federal, state, local or foreign taxes, and all other
charges paid or payable by such person in connection therewith.
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8.4    Indemnification of Others. Subject to the other provisions of this Article VIII, the corporation shall have power to indemnify
its employees and agents to the extent not prohibited by the DGCL or other applicable law. The board of directors shall have the power to
delegate to such person or persons as the board shall in its discretion determine the determination of whether employees or agents shall
be indemnified.

8.5    Advance Payment of Expenses. Expenses (including attorneys’ fees) actually and reasonably incurred by an officer or
director of the corporation in defending any Proceeding shall be paid by the corporation in advance of the final disposition of such
Proceeding upon receipt of a written request therefor (together with documentation reasonably evidencing such expenses) and an
undertaking by or on behalf of the person to repay such amounts if it shall ultimately be determined that the person is not entitled to be
indemnified under this Article VIII or the DGCL. Such expenses (including attorneys’ fees) incurred by former directors and officers or
other employees and agents of the corporation or by persons serving at the request of the corporation as directors, officers, employees or
agents of another corporation, partnership, joint venture, trust or other enterprise may be so paid upon such terms and conditions, if any,
as the corporation deems appropriate. The right to advancement of expenses shall not apply to any claim for which indemnity is excluded
pursuant to these bylaws, but shall apply to any Proceeding referenced in Section 8.6(ii) or 8.6(iii) prior to a determination that the person
is not entitled to be indemnified by the corporation.

8.6    Limitation on Indemnification. Subject to the requirements in Section 8.3 and the DGCL, the corporation shall not be
obligated to indemnify any person pursuant to this Article VIII in connection with any Proceeding (or any part of any Proceeding):

(i)    for which payment has actually been made to or on behalf of such person under any statute, insurance policy,
indemnity provision, vote or otherwise, except with respect to any excess beyond the amount paid;

(ii)    for the disgorgement of profits arising from the purchase or sale by such person of securities of the corporation in
violation of Section 16(b) of the 1934 Act, or any similar successor statute, state law or other law;

(iii)    for any reimbursement to the corporation of any bonus or other incentive-based or equity-based compensation
previously received by such person or payment of any profits realized by such person from the sale of securities of the corporation, as
required in each case under the 1934 Act (including any such reimbursements under Section 304 of the Sarbanes-Oxley Act of 2002 in
connection with an accounting restatement of the corporation or the payment to the corporation of profits arising from the purchase or
sale by such person of securities in violation of Section 306 of the Sarbanes-Oxley Act);

(iv)    initiated by such person, including any Proceeding against the corporation or its directors, officers, employees, or
other indemnitees and not by way of defense, except (a) proceedings
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regarding indemnification for expenses in enforcing rights (unless a court of competent jurisdiction determines that each of the material
assertions made by such person in such proceeding was not made in good faith or was frivolous); or (b) where the corporation has joined
in or the board has consented to the initiation of such proceedings; or

(v)    if a final decision by a court of competent jurisdiction determines that such indemnification is prohibited by
applicable law; provided, however, that if any provision or provisions of this Article VIII shall be held to be invalid, illegal or
unenforceable for any reason whatsoever: (1) the validity, legality and enforceability of the remaining provisions of this Article VIII
(including, without limitation, each portion of any paragraph or clause containing any such provision held to be invalid, illegal or
unenforceable, that is not itself held to be invalid, illegal or unenforceable) shall not in any way be affected or impaired thereby; and
(2) to the fullest extent possible, the provisions of this Article VIII (including, without limitation, each such portion of any paragraph or
clause containing any such provision held to be invalid, illegal or unenforceable) shall be construed so as to give effect to the intent
manifested by the provision held invalid, illegal or unenforceable.

8.7    Determination; Claim. The corporation shall indemnify any claimants person against any and all expenses that are incurred
by such person in connection with any action for indemnification or advancement of expenses from the corporation under this
Article VIII, to the extent such person is successful in such action, and to the extent not prohibited by law. In any such suit, the
corporation shall, to the fullest extent not prohibited by law, have the burden of proving that the claimant is not entitled to the requested
indemnification or advancement of expenses.

8.8    Non-Exclusivity of Rights. The indemnification and advancement of expenses provided by, or granted pursuant to, this
Article VIII shall not be deemed exclusive of any other rights to which those seeking indemnification or advancement of expenses may
be entitled under the certificate of incorporation or any statute, bylaw, agreement, vote of stockholders or disinterested directors or
otherwise, both as to action in such person’s official capacity and as to action in another capacity while holding such office. The
corporation is specifically authorized to enter into individual contracts with any or all of its directors, officers, employees or agents
respecting indemnification and advancement of expenses, to the fullest extent not prohibited by the DGCL or other applicable law.

8.9    Insurance. The corporation may purchase and maintain insurance on behalf of any person who is or was a director, officer,
employee or agent of the corporation, or is or was serving at the request of the corporation as a director, officer, employee or agent of
another corporation, partnership, joint venture, trust or other enterprise against any liability asserted against such person and incurred by
such person in any such capacity, or arising out of such person’s status as such, whether or not the corporation would have the power to
indemnify such person against such liability under the provisions of the DGCL.
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8.10    Survival. The rights to indemnification and advancement of expenses conferred by this Article VIII shall continue as to a
person who has ceased to be a director, officer, employee or agent and shall inure to the benefit of the heirs, executors and administrators
of such a person.

8.11    Effect of Repeal or Modification. A right to indemnification or to advancement of expenses arising under a provision of the
certificate of incorporation or a bylaw shall not be eliminated or impaired by an amendment to the certificate of incorporation or these
bylaws after the occurrence of the act or omission that is the subject of the civil, criminal, administrative or investigative action, suit or
proceeding for which indemnification or advancement of expenses is sought, unless the provision in effect at the time of such act or
omission explicitly authorizes such elimination or impairment after such action or omission has occurred.

8.12    Certain Definitions. For purposes of this Article VIII, references to the “corporation” shall include, in addition to the
resulting corporation, any constituent corporation (including any constituent of a constituent) absorbed in a consolidation or merger
which, if its separate existence had continued, would have had power and authority to indemnify its directors, officers, employees or
agents, so that any person who is or was a director, officer, employee or agent of such constituent corporation, or is or was serving at the
request of such constituent corporation as a director, officer, employee or agent of another corporation, partnership, joint venture, trust or
other enterprise, shall stand in the same position under the provisions of this Article VIII with respect to the resulting or surviving
corporation as such person would have with respect to such constituent corporation if its separate existence had continued. For purposes
of this Article VIII, references to “other enterprises” shall include employee benefit plans; references to “fines” shall include any excise
taxes assessed on a person with respect to an employee benefit plan; and references to “serving at the request of the corporation” shall
include any service as a director, officer, employee or agent of the corporation which imposes duties on, or involves services by, such
director, officer, employee or agent with respect to an employee benefit plan, its participants or beneficiaries; and a person who acted in
good faith and in a manner such person reasonably believed to be in the interest of the participants and beneficiaries of an employee
benefit plan shall be deemed to have acted in a manner “not opposed to the best interests of the corporation” as referred to in this
Article VIII.

ARTICLE IX - GENERAL MATTERS

9.1    Execution of Corporate Contracts and Instruments. Except as otherwise provided by law, the certificate of incorporation or
these bylaws, the board of directors may authorize any officer or officers, or agent or agents, to enter into any contract or execute any
document or instrument in the name of and on behalf of the corporation; such authority may be general or confined to specific instances.
Unless so authorized or ratified by the board of directors or within the agency power of an officer, no officer, agent or employee shall
have any power or authority to bind the corporation by any contract or engagement or to pledge its credit or to render it liable for any
purpose or for any amount.
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9.2    Fiscal Year. The fiscal year of the corporation shall be fixed by resolution of the board of directors and may be changed by
the board of directors.

9.3    Seal. The corporation may adopt a corporate seal, which shall be adopted and which may be altered by the board of
directors. The corporation may use the corporate seal by causing it or a facsimile thereof to be impressed or affixed or in any other
manner reproduced.

9.4    Checks, Notes, Drafts, Etc. All checks, notes, drafts or other orders for the payment of money of the Corporation shall be
signed, endorsed or accepted in the name of the corporation by such officer, officers, person or persons as from time to time may be
designated by the board of directors or by an officer or officers authorized by the board of Directors to make such designation.

9.5    Conflict With Applicable Law or Certificate of Incorporation. These bylaws are adopted subject to any applicable law and
the certificate of incorporation. Whenever these bylaws may conflict with any applicable law or the certificate of incorporation, such
conflict shall be resolved in favor of such law or the certificate of incorporation.

9.6    Construction; Definitions. Unless the context requires otherwise, the general provisions, rules of construction, and
definitions in the DGCL shall govern the construction of these bylaws. Without limiting the generality of this provision, the singular
number includes the plural, the plural number includes the singular, and the term “person” includes both a corporation and a natural
person.

ARTICLE X - AMENDMENTS

These bylaws may be adopted, amended or repealed by the stockholders entitled to vote; provided, however, that the affirmative
vote of the holders of at least eighty percent (80%) of the total voting power of outstanding voting securities, voting together as a single
class, shall be required for the stockholders of the corporation to alter, amend or repeal, or adopt any provision of these bylaws. The
board of directors shall also have the power to adopt, amend or repeal bylaws.

A bylaw amendment adopted by stockholders which specifies the votes that shall be necessary for the election of directors shall
not be further amended or repealed by the board of directors.
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APPFOLIO, INC.

CERTIFICATE OF AMENDMENT OF BYLAWS

The undersigned hereby certifies that he or she is the duly elected, qualified, and acting Secretary or Assistant Secretary of
AppFolio, Inc., a Delaware corporation and that the foregoing bylaws were amended and restated on June 25, 2015 by the corporation’s
board of directors.

IN WITNESS WHEREOF, the undersigned has hereunto set his or her hand this day of June 25, 2015.

/s/ C. Craig Carlson    
Secretary
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EXHIBIT 31.1
 

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Brian Donahoo, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of AppFolio, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

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

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

 

b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

 

c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.
 
 

Date: August 6, 2015  /s/ Brian Donahoo

   Brian Donahoo
   Chief Executive Officer



EXHIBIT 31.1
 

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Ida Kane, certify that:

1. I have reviewed this Quarterly Report on Form 10-Q of AppFolio, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by this report;

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

4. The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules 13a-15(e) and 15d-15(e)) for the registrant and have:

 

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made
known to us by others within those entities, particularly during the period in which this report is being prepared;

 

b. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions
about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on
such evaluation; and

 

c. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially
affected, or is reasonably likely to materially affect, the registrant’s internal control over financial reporting; and

5. The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial
information; and

 

 
b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the

registrant’s internal control over financial reporting.

Date: August 6, 2015  /s/ Ida Kane

   Ida Kane
   Chief Financial Officer
 



EXHIBIT 32.1

 

CERTIFICATIONS OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The following certifications are hereby made in connection with the Quarterly Report on Form 10-Q of AppFolio, Inc. (the “Company”) for the
period ended June 30, 2015, as filed with the Securities and Exchange Commission on the date hereof (the “Report”):

I, Brian Donahoo, President and Chief Executive Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002, that, to my knowledge, (i) the Report fully complies with the requirements of Section 13(a) or 15(d) of the
Securities Exchange Act of 1934, as amended, and (ii) the information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company as of the dates and for the periods presented.

Date: August 6, 2015 By: /s/ Brian Donahoo

   Brian Donahoo
   President and Chief Executive Officer
    
    

I, Ida Kane, Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, that, to my knowledge, (i) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange
Act of 1934, as amended, and (ii) the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of the Company as of the dates and for the periods presented.

    
Date: August 6, 2015 By: /s/ Ida Kane

   Ida Kane
   Chief Financial Officer
 

 


