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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.

Retirement of Brian Donahoo as President, Chief Executive Officer and Director

On August 7, 2017, Brian Donahoo and AppFolio, Inc. (the “Company”) announced Mr. Donahoo’s intention to retire from his position
as President and Chief Executive Officer, and as a member of the Board of Directors (the “Board”), effective as of August 8, 2017 (the
“Retirement Date”). Following the Retirement Date, Mr. Donahoo will continue to serve as an employee of the Company through December
31, 2017 for the principal purpose of assisting the Company in the orderly transition of his roles and responsibilities. Mr. Donahoo’s retirement
was not the result of any disagreement with respect to the Company’s operations, policies or practices.

In connection with Mr. Donahoo’s retirement, the Board has approved, and the Company and Mr. Donahoo have entered into, a
Resignation Agreement and General Release of Claims (the “Resignation Agreement”). Pursuant to the Resignation Agreement, Mr. Donahoo
will be eligible to receive: (i) continued payment of his current base salary through December 31, 2017; (ii) continued eligibility to receive his
previously announced cash bonus pursuant to the Company’s 2017 short-term cash incentive plan (the “Short-Term Cash Plan”), subject to the
Company’s achievement of a pre-established target related to free cash flow for fiscal year 2017; and (iii) continued vesting of outstanding
equity awards from the Retirement Date through December 31, 2017, and accelerated vesting of any then-unvested equity awards on December
31, 2017.

In addition, Mr. Donahoo will be eligible for a reduced bonus opportunity pursuant to the Company’s previously announced 2016 long-
term cash incentive plan (“Long-Term Cash Plan”). Under the Long-Term Cash Plan, Mr. Donahoo was initially eligible to receive a one-time
cash bonus of up to $2,000,000 upon the Company’s achievement of a pre-established target related to free cash flow for fiscal year 2018. In
light of Mr. Donahoo’s retirement, the Committee has approved a modification to the bonus opportunity such that Mr. Donahoo will instead be
eligible to receive $1,333,333 upon the Company’s achievement of a free cash flow target for fiscal year 2017. The modified bonus opportunity
is intended to reward Mr. Donahoo for his individual contributions to our achievement during his tenure as Chief Executive Officer, while also
reducing the bonus opportunity by one-third in recognition that he is retiring prior to the end of the original performance period established for
the Long-Term Cash Plan.

Mr. Donahoo’s receipt of the aforementioned payments and other benefits is conditioned upon the effectiveness of a general release of
claims in favor of the Company (and certain affiliates and related parties) that is included within the Resignation Agreement, as well as his
compliance with certain confidentiality, non-competition, non-solicitation, non-disparagement and other standard covenants included in the
Resignation Agreement and the Employee Proprietary Information and Inventions Agreement to which he remains subject.

The foregoing description of the Resignation Agreement does not purport to be complete and is qualified in its entirety by reference to
the complete text of the Resignation Agreement, a copy of which is attached as Exhibit 10.1 to this Current Report on Form 8-K (this “Current
Report”).

Appointment of Jason Randall as President, Chief Executive Officer and Director

On August 7, 2017, the Company announced that Jason Randall has been appointed as President and Chief Executive Officer, effective
as of August 8, 2017.

Mr. Randall has served at the Company for over nine years, including serving in key leadership roles within both of the Company’s
verticals. Mr. Randall most recently served as Senior Vice President, AppFolio Property Manager, the Company’s software solution for the
property management industry. From 2014 to early 2016, he served as Senior Vice President of MyCase, the Company’s practice management
software that serves the legal industry. From 2008 to 2014 he served as the Vice President, Product for AppFolio Property Manager. Prior to



joining the Company, Mr. Randall served in various leadership and product development positions, including Senior Director, Product
Management, at ExpertCity, Inc., a provider of web-based remote desktop access software, which was acquired by Citrix Systems, Inc. in 2004.
Mr. Randall received a B.S. in Environmental Studies from the University of California, Santa Barbara. The Board believes Mr. Randall is
qualified to serve as a director due to the valuable perspective he brings as a result of serving as a Company executive for over nine years in
leadership positions within both of the Company’s verticals, his considerable experience in the software industry, his significant contributions
to the Company’s success, and his extensive leadership and strategic planning skills.

In connection with Mr. Randall’s appointment as President and Chief Executive Officer, his base salary has been increased from
$240,000 to $360,000 per year effective immediately. Mr. Randall will continue to be eligible to receive a cash bonus pursuant to the Short-
Term Cash Plan, subject to the Company’s achievement of a free cash flow target for fiscal year 2017 and his achievement of pre-established
MBOs, provided that his target bonus opportunity under the plan for fiscal year 2017 will be increased from $100,000 to approximately
$210,000. Mr. Randall will not immediately be granted any additional equity compensation in connection with his appointment. Consistent
with the Company’s practice, Mr. Randall will not enter into any employment agreement, severance agreement or other similar agreement.

Effective as of August 8, 2017, Mr. Randall has also been elected by the Board to serve as a Class III director, with a term expiring at
the 2018 annual meeting of stockholders. In accordance with the Company’s standard compensation policies applicable to employee-directors,
Mr. Randall will not receive any additional compensation for serving as a director. Mr. Randall has entered into the Company’s standard form
of indemnification agreement providing for indemnification by the Company in certain circumstances for actions taken in connection with his
service to the Company.

There are no arrangements or understandings between Mr. Randall and any other person pursuant to which he was selected to serve as
President and Chief Executive Officer or as a director. There are no family relationships between Mr. Randall and any director, executive
officer or person nominated or chosen by the Company to become a director or executive officer. Except for his existing employment
relationship with the Company and the compensation arrangements arising in connection therewith, there are no relationships involving Mr.
Randall that are required to be reported pursuant to SEC regulations.

Approval of Compensation Changes for Chief Financial Officer

The Committee has also approved changes to the compensation package for Ida Kane, the Company’s Chief Financial Officer.
Effective as of August 8, 2017, Ms. Kane’s base salary has been increased from $300,000 to $340,000 per year, and her target bonus
opportunity for fiscal year 2017 under the Short-Term Cash Plan has been increased from $100,000 to approximately $200,000. The cash bonus
is subject to the Company’s achievement of a free cash flow target for fiscal year 2017 and Ms. Kane’s achievement of pre-established MBOs.

Issuance of Press Release

On August 7, 2017, the Company issued a press release announcing the appointment of Mr. Randall and retirement of Mr. Donahoo. A
copy of the press release is attached hereto as Exhibit 99.1.

The press release is being furnished with this Current Report and shall not be deemed “filed” for the purposes of Section 18 of the
Securities and Exchange Act of 1934, as amended, or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by
reference into any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except as
expressly set forth by specific reference in such filing.



Item 9.01 Exhibits.

(d) Exhibits. The following exhibits are attached to this Current Report:

Exhibit
Number  Description

10.1
 

Resignation Agreement and General Release of Claims between the Company and Brian Donahoo, dated
August 3, 2017.

99.1  Press release issued on August 7, 2017.



SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its

behalf by the undersigned hereunto duly authorized.

 AppFolio, Inc.  
    

 By: /s/ Ida Kane  

 Name: Ida Kane  
 Title: Chief Financial Officer  



Exhibit 10.1

RESIGNATION AGREEMENT

AND GENERAL RELEASE OF CLAIMS

This Resignation Agreement and General Release of Claims (the “Agreement”) is entered into as of this 3rd day of August, 2017
between Brian Donahoo (the “Employee”) and AppFolio, Inc., a Delaware corporation (the “Company”).

RECITALS:

A.    Employee is currently employed by the Company as the Company’s Chief Executive Officer and President (collectively, “CEO”)
and is a member of the Company’s Board of Directors.

B.    In connection with this employment, Employee and the Company entered into an Employee Proprietary Information and
Inventions Agreement (the “Confidentiality Agreement”).

C.    Employee is resigning (i) his employment with the Company as CEO, (ii) all positions as a director of the Company and all of its
subsidiaries (the “Director Positions”) and (iii) all positions as an officer of the Company and all of its subsidiaries (the “Officer Positions”), all
as provided in this Agreement (collectively, the “Resignations”).

AGREEMENT:

1. Resignations. Employee hereby confirms that he resigned voluntarily from his employment as CEO with the Company, the
Director Positions and the Officer Positions effective as of August 8, 2017 (the “Resignation Date”). The Company confirms that it has
accepted all such Resignations as of the Resignation Date.

2. Indemnity Claims; Terms of Resignation.

(a) Indemnity Claims. The Company shall, with respect to any claims hereafter made against Employee based
on any of Employee’s positions as an employee, officer or director of the Company or any subsidiary of the Company, provide to Employee the
same rights to indemnification with respect thereto as the Employee has on the date hereof. In addition, the Company shall use its commercially
reasonable efforts to purchase “tail” insurance, in liability amounts and with scope of coverage comparable to the officer and director policy in
effect on the date hereof, to the maximum extent commercially reasonable.

(b) Continued Employment. Employee shall continue to be employed by the Company, at will, after the
Resignation Date through December 31, 2017, at the same base salary and with the same health care benefits as Employee had immediately
prior to the Resignation Date. Employee shall perform such services as reasonably requested of him by the then CEO or the Chairman of the
Board during this period of employment.

(c) 2017 Short Term Incentive Bonus. Employee shall remain eligible to earn the 2017 short-term incentive
cash bonus for which he is currently eligible as an employee of the Company. If any such bonus is earned it will be paid at such time as other
such bonus recipients are paid.

(d) Current Stock Options. The Employee currently holds the stock options set forth on Exhibit A. These
options shall vest as set forth on Exhibit A, and shall be exercisable in accordance with the terms of their respective agreements, except as
provided on Exhibit A.

(e) Long Term Incentive Bonus. Employee is currently, as an employee, eligible for a long term incentive cash
bonus in the gross amount of $2,000,000 (the “LTI Bonus”). The LTI Bonus is currently a performance bonus which can be earned based on the
Company’s “proxy free cash flow” for the calendar year 2018. In lieu of the LTI Bonus, the Company shall pay to Employee a bonus of
$1,333,333 if the Company’s “proxy free
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cash flow”, as defined in the Company’s long term cash incentive plan, for the calendar year 2017 is equal to or greater than the 100% long
term incentive payout target amount established by the Board. This bonus shall be paid, if earned, promptly after the audit of the Company’s
2017 financial statements is completed.

(f) COBRA Payments. Employee will make a COBRA election after his termination of services as an employee
of the Company. The Company will pay or reimburse Employee through calendar 2018 for the premiums Employee will be obligated to make
because of this election. However, in lieu of paying these COBRA premiums, the Company may, in its discretion, pay to Employee the lump
sum amount of $10,000 on the date of Employee’s final paycheck.

(g) Taxes, Withholdings and Other Payroll Obligations. All payments and vestings provided for in this Section
2 shall be subject to any state, federal or other (i) deductions required by any law, rule or regulation, and/or (ii) any withholdings required
thereon.

3. Payment of All Wages/Equity Rights. Except as otherwise provided in this Agreement, Employee acknowledges that, through
the date hereof, he has been paid all wages and benefits (including, but not limited to, base salary, annual variable compensation, commissions,
bonuses, expense reimbursements, and paid time off/vacation) that Employee earned during his employment with the Company. Employee
understands and acknowledges that he shall not be entitled to any additional compensation, payments, reimbursements, or benefits of any kind
from the Company, other than as provided in Section 2 above. With respect to any stock options or other equity granted to Employee by the
Company (the “Equity”), except as otherwise provided in this Agreement, Employee understands and acknowledges that Employee’s rights
with respect to any Equity that is now vested or that hereafter vests, including any rights to purchase such Equity, shall continue to be subject to
and governed by the terms and conditions of the applicable Company equity plans and equity award agreements between Employee and the
Company.

4. Release of Claims. In consideration for the benefits to Employee in Section 2 above, except as otherwise provided in this
Agreement, Employee and his successors release the Company and its parents, divisions, subsidiaries, and affiliated entities, and each of their
respective current and former shareholders, investors, directors, officers, employees, agents, attorneys, insurers, legal successors, assigns, and
affiliates of and from any and all claims, actions and causes of action, whether now known or unknown, which Employee now has, or at any
other time had, or shall or may have against those released parties based upon or arising out of any matter, cause, fact, thing, act or omission
whatsoever occurring or existing at any time up to and including the date on which Employee signs this Agreement, including, but not limited
to, any claims of breach of express or implied contract, wrongful termination, constructive discharge, retaliation, fraud, defamation, infliction
of emotional distress or national origin, race, sex, sexual orientation, disability or other discrimination or harassment under the Civil Rights Act
of 1964, the Americans with Disabilities Act, the California Fair Employment and Housing Act, Texas Labor Code Chapter 21, the Texas
Payday Act, and any claims under the Fair Labor Standards Act, the Fair Credit Reporting Act, the California Labor Code, or any other
applicable federal, state, or local law (all listed statutes in this Section as they have been, or are in the future, amended). This release of claims
will not apply to any rights or claims that cannot be released as a matter of law or that the Securities and Exchange Commission has determined
may not be released.

5. Section 1542 Waiver. Employee acknowledges that he has read section 1542 of the Civil Code of the State of California,
which states in full:

“A general release does not extend to claims which the creditor does not know or suspect to exist in his or her favor at the time
of executing the release, which if known by him or her must have materially affected his or her settlement with the debtor.”

Employee waives any rights that Employee has or may have under section 1542 (or any similar provision of the laws of any other jurisdiction,
including Texas) to the full extent that Employee may lawfully waive such rights pertaining to this general release of claims, and affirms that he
is releasing all known and unknown claims that Employee has or may have against the parties listed above.

6. Release on Termination of Employment. The Company and Employee agree to execute and deliver the General Release
attached to this Agreement as Exhibit B upon the termination of Employee’s continued employment under Section 2(b). The Company’s
obligation to accelerate options as provided on Exhibit A is expressly conditioned
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upon the Company’s timely receipt of a valid and properly executed General Release from Employee as described herein. The terms of the
release provided for in Sections 4 and 5 above shall remain in full force and effect even if Employee fails to execute the attached General
Release.

7. Continuing Obligations and Return of Company Property. Employee acknowledges and agrees that he shall continue to be
bound by and comply with the terms of the Confidentiality Agreement, including, without limitation, any non-solicitation or (if applicable)
non-competition provisions of such agreement. To the extent that Employee has not done so already upon the last day of his employment by the
Company, Employee will return to the Company, in good working condition, all Company property and equipment that is in Employee’s
possession or control, including, but not limited to, any files, records, computers, computer equipment, cell phones, credit cards, keys,
programs, manuals, business plans, financial records, customer or partner information, and all documents (whether in paper, electronic, or other
format, and any copies thereof) that Employee prepared or received, or to which Employee had access, in the course of Employee’s
employment with the Company, without retaining any copies thereof.

8. Non-Disparagement. Employee agrees that Employee will not, at any time in the future, make any critical or disparaging
statements to any third parties (including, without limitation, any print or broadcast media) or through any form of social media about the
Company, including all of its subsidiaries, divisions, and affiliated entities, or any of those entities’ products, services, directors, or employees,
unless such statements are made truthfully in response to a subpoena or other legal process.

9. No Other Claims. Employee represents and warrants that he has not already, and shall not at any time in the future, file any
lawsuit, administrative claim, or other legal action against the Company or any of the other parties released above that are based upon or arise
out of any of the matters released above.

10. Agreement Not To Assist With Other Claims. Employee agrees that he shall not, at any time in the future, encourage any
current or former Company employee, or any other person or entity, to file any legal or administrative claim of any type or nature against any
of the parties released above. Employee further agrees that he shall not, at any time in the future, assist in any manner any current or former
Company employee, or any other person or entity, in the pursuit or prosecution of any legal or administrative claim of any type or nature
against any of the parties released above, unless pursuant to a duly-issued subpoena or other compulsory legal process.

11. Attorneys’ Fees. Employee and the Company will bear their own costs and attorneys’ fees incurred in the negotiation,
preparation, and execution of this Agreement. In the event of any legal action relating to or arising out of this Agreement, the prevailing party
shall be entitled to recover from the losing party its/his attorneys’ fees and costs incurred in that action.

12. Counterparts and Delivery. This Agreement may be executed by the parties separately in counterparts, and facsimile or
electronic (PDF) copies of the separately-executed Agreement shall, upon exchange by delivery, facsimile, or PDF/email between the parties or
their counsel, have the same force and effect as if a mutually-signed, single original agreement had been executed.

13. Governing Law. This Agreement shall be interpreted in accordance with and governed by the laws of the State of California.

14. Severability. If any provision of this Agreement is deemed invalid, illegal, or unenforceable, that provision will be modified
so as to make it valid, legal, and enforceable, or if it cannot be so modified, it will be stricken from this Agreement, and the validity, legality,
and enforceability of the remainder of the Agreement shall not in any way be affected.

15. Integration and Modification. This Agreement, along with the Confidentiality Agreement and any other agreements
referenced herein, constitutes the entire agreement between the parties with respect to the termination of their employment relationship and the
other matters covered herein, and they supersede all prior negotiations and agreements between the parties regarding those matters, whether
written or oral. This Agreement may not be modified or amended except by a document signed by an authorized officer of the Company and by
Employee.
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16. No Tax Advice. Employee hereby acknowledges that he has obtained no advice from the Company, nor its employees,
officers, directors, agents, representatives or attorneys, regarding the tax consequences resulting from this Agreement or any terms or
provisions thereof.

17. Venue and Jurisdiction. The parties each hereby consent to the exclusive jurisdiction and venue for all purposes in the state
courts located in Santa Barbara County, California, or the Federal District Court, located in Los Angeles, California. Employee and Company
each irrevocably submit to the exclusive jurisdiction of such courts and waive the defense of inconvenient forum to the maintenance of any
such action in such venue.

EMPLOYEE UNDERSTANDS THAT EMPLOYEE MAY CONSULT WITH AN ATTORNEY PRIOR TO SIGNING THIS AGREEMENT,
THAT EMPLOYEE IS ADVISED TO CONSULT WITH AN ATTORNEY AND THAT EMPLOYEE IS GIVING UP ANY LEGAL CLAIMS
EMPLOYEE HAS AGAINST THE PARTIES RELEASED ABOVE BY SIGNING THIS AGREEMENT. EMPLOYEE ACKNOWLEDGES
THAT EMPLOYEE IS SIGNING THIS AGREEMENT KNOWINGLY, WILLINGLY AND VOLUNTARILY IN EXCHANGE FOR THE
BENEFITS DESCRIBED IN SECTION 2 WHICH BENEFITS EMPLOYEE WOULD NOT BE ENTITLED TO RECEIVE BUT FOR
EMPLOYEE’S EXECUTION OF THIS AGREEMENT.

In Witness Whereof, the parties have executed this Agreement on August 3, 2017:

/s/ Brian Donahoo

Brian Donahoo

 
   

   

AppFolio, Inc.  
   

   

By: /s/ Ida Kane  
   

Its: CFO  
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EXHIBIT A

Brian Donahoo Outstanding Equity Awards

Grant Date Plan/Type Shares Price Vested
Unvested as of

12/31/17
12/03/2014 2007/ISO 75,000 $4.9200 48,438 18,750*

            
            

* Vesting is 1,562 per month through December 3, 2018. Employee shall continue to vest shares through December 31, 2017 as long as
Employee is employed by the Company pursuant to Section 2(b) of the Agreement. If Employee is still employed on December 31, 2017,
all remaining shares not then vested shall, subject to Section 6 of the Agreement, vest on December 31, 2017.

A-1
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EXHIBIT B

General Release

1.    Release of Claims. In consideration for the Company accelerating the stock options as provided on Exhibit A to that certain
Resignation Agreement and General Release between the Company and Employee dated August 3, 2017 (the “Agreement”), and except as
otherwise provided in Section 2 of the Agreement, Employee and his successors release the Company and its parents, divisions, subsidiaries,
and affiliated entities, and each of their respective current and former shareholders, investors, directors, officers, employees, agents, attorneys,
insurers, legal successors, assigns, and affiliates of and from any and all claims, actions and causes of action, whether now known or unknown,
which Employee now has, or at any other time had, or shall or may have against those released parties based upon or arising out of any matter,
cause, fact, thing, act or omission whatsoever occurring or existing at any time up to and including the date on which Employee signs this
General Release, including, but not limited to, any claims of breach of express or implied contract, wrongful termination, constructive
discharge, retaliation, fraud, defamation, infliction of emotional distress or national origin, race, sex, sexual orientation, disability or other
discrimination or harassment under the Civil Rights Act of 1964, the Americans with Disabilities Act, the California Fair Employment and
Housing Act, Texas Labor Code Chapter 21, the Texas Payday Act, and any claims under the Fair Labor Standards Act, the Fair Credit
Reporting Act, the California Labor Code, or any other applicable federal, state, or local law (all listed statutes in this Paragraph as they have
been, or are in the future, amended). This release of claims will not apply to any rights or claims that cannot be released as a matter of law or
that the Securities and Exchange Commission has determined may not be released.

2.    Section 1542 Waiver. Employee acknowledges that he has read section 1542 of the Civil Code of the State of California, which
states in full:

“A general release does not extend to claims which the creditor does not know or suspect to exist in his or her favor at the time
of executing the release, which if known by him or her must have materially affected his or her settlement with the debtor.”

Employee waives any rights that Employee has or may have under section 1542 (or any similar provision of the laws of any other jurisdiction,
including Texas) to the full extent that Employee may lawfully waive such rights pertaining to this general release of claims, and affirms that he
is releasing all known and unknown claims that Employee has or may have against the parties listed above.

In Witness Whereof, the parties have executed this General Release as of this 31st day of December, 2017.

    

   

Brian Donahoo

 
   

   

AppFolio, Inc.  
   

   

By:   
   

Its:   

B-1





Exhibit 99.1

News Release

AppFolio, Inc. Announces Executive Management Transition
Jason Randall Appointed President & CEO as Brian Donahoo Retires

SANTA BARBARA, Calif., August 7, 2017 (GLOBE NEWSWIRE) -- AppFolio, Inc. (NASDAQ: APPF) ("AppFolio" or the "Company"), a
leading provider of cloud-based business software solutions, announced that Jason Randall will succeed Brian Donahoo as President and Chief
Executive Officer following Mr. Donahoo’s retirement, effective August 8, 2017. Mr. Donahoo will also be stepping down from his role as a
director on the same date, and the Board of Directors has elected Mr. Randall to serve in his place. Mr. Donahoo will continue to serve as an
employee through December 31, 2017 to assist in the orderly transition of his roles and responsibilities.

“Throughout our CEO succession planning process it was important to the Board of Directors and founders to find the right person to succeed
me in leading AppFolio,” said Mr. Donahoo. “During his long tenure with AppFolio, Jason has played an instrumental role in building our
company vision and strategy, successfully serving in key leadership roles within both the AppFolio Property Manager and MyCase verticals
and delivering industry leading technology that delights our customers. Having worked closely with Jason for many years, I am confident that
no one is better suited for this role and I’m so proud and happy to hand over the steering oar to Jason as he leads our Company through our
future stages of growth.”

Mr. Randall has worked at the Company for over nine years, serving in key leadership roles within both the AppFolio Property Manager and
MyCase verticals. Most recently, Mr. Randall has served as Senior Vice President, AppFolio Property Manager, the Company’s software
solution for the property management industry. Prior to that he served as Senior Vice President, MyCase, the Company’s practice management
software for the legal industry. He served as Vice President, Product for AppFolio Property Manager from 2008 to 2014. Prior to joining the
Company, Mr. Randall served in various leadership and product development positions in a number of public and private software companies.

“I look forward to the opportunity to lead AppFolio through the next stage of our growth and continue to build on the great progress our team
has made to date," Mr. Randall said. "Our commitment to our customers, our team and to delivering innovative technology to the market will
continue to be our priority as we move forward. I’m proud of the company we’ve built and am eager to continue to expand on and leverage our
solid foundation as we grow.”

Second Quarter 2017 Financial Results
In a separate press release issued today, the Company announced its financial results for the quarter ended June 30, 2017.

Investor Relations Contact: ir@appfolio.com


