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Item 5.02. Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

2016 Cash Bonus Plan

On May 20, 2016, the Board of Directors (the “Board”), upon recommendation of the Compensation Committee of the Board (the “Committee”) of
AppFolio, Inc. (the “Company”) adopted a short-term cash incentive plan that will be utilized to calculate the cash bonuses that may become payable to Brian
Donahoo, the Company’s President and Chief Executive Officer, Ida Kane, the Company’s Chief Financial Officer, and Jonathan Walker, the Company’s
Chief Technology Officer (together, the “Named Executive Officers”). The bonus plan is intended to reward participants for the Company’s achievement
relative to a pre-established target related to free cash flow for fiscal year 2016. The target cash bonus amount for each Named Executive Officer is $100,000
(“Target Cash Bonus Amount”).

The actual cash bonus amount payable to each Named Executive Officer pursuant to the cash bonus plan will be determined based on the Company’s
achievement relative to the performance target. For Company performance equal to or greater than 150% of the performance target, 150% of the Target Cash
Bonus Amount will be earned. For Company performance below 90% of the performance target, no cash bonus will be paid. For Company performance
between 90% and 150%, the cash bonus will be determined by reference to a sliding payout scale.

Long-Term Performance Award for Chief Executive Officer

On the same date, the Board, upon recommendation of the Committee, approved a long-term cash incentive plan applicable to Mr. Donahoo. The
cash bonus plan is intended to reward Mr. Donahoo for his individual contributions to the Company’s achievement relative to a pre-established target related
to free cash flow for fiscal year 2018. Mr. Donahoo is eligible to earn a one-time cash bonus of up to $2,000,000 upon the Company’s achievement of the
performance target. If the Company’s performance for fiscal year 2018 is not equal to or greater than 100% of the performance target, no portion of the bonus
will be paid. In addition, no additional amount will be payable pursuant to the bonus plan regardless of the level of Company achievement relative to the
performance target.

Long-Term Equity Incentive Awards    

On the same date, the Board, upon recommendation of the Committee, approved the grant of incentive stock options under the Company’s 2015
Stock Incentive Plan, to Ms. Kane and Mr. Walker, in the amounts of 250,001 and 50,001 shares, respectively (the “Performance Options”). The Performance
Options vest as to 50% of the underlying shares based upon the Company’s achievement relative to pre-established targets related to free cash flow for each
of fiscal year 2017 and fiscal year 2018.

The actual number of Performance Options that are subject to vesting will be determined by reference to the Company’s achievement relative to the
performance targets. In order for 100% of the Performance Options to vest, Company performance must be at or above 150% of the performance targets. For
Company performance at 100% of the performance targets, 67% of the Performance Options will vest. For fiscal year 2017, Company performance below
50% of target will result in no Performance Options vesting. For fiscal year 2018, Company performance below 80% of target will result in no Performance
Options vesting. The specific vesting percentages for Company achievement relative to the performance targets will be determined by reference to sliding
vesting scales for each of fiscal year 2017 and fiscal year 2018.
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