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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One),
[  Quarterly Report Pursuant to Section 13 or 15{dh@ Securities Exchange Act of 1934
For the quarterly period ended September 30, 2014 .

or
O Transition Report Pursuant to Section 13 or 16{dhe Securities Exchange Act of 1934

Q2 Holdings, Inc.

(Exact name of Registrant as Specified in Its Gnart

Delaware 001-36350 20-2706637
(State or Other Jurisdiction of (Commission File Number) (IRS Employer
Incorporation or Organization) Identification No.)

13785 Research Blvd, Suite 150
Austin, Texas 78750
(512) 275-0072
(Address, Including Zip Code, and Telephone Numlmetuding Area Code, of Registrant's Principal &xese Offices)

Indicate by check mark whether the registranthéy filed all reports required to be filed by Seeti3 or 15(d) of the Securities Exchange Act (g4l8uring the
preceding 12 months (or for such shorter periotittiaregistrant was required to file such reppesjl (2) has been subject to such filing requirgmtor the past 90 days. Yes
No O

Indicate by check mark whether the registrant iasnitted electronically and posted on its corpokib site, if any, every Interactive Data File riegd to be
submitted and posted pursuant to Rule 405 of Régnl8&-T (8232.405 of this chapter) during the precedigrbnths (or for such shorter period that the tegyis was required 1
submit and post such files). Yekl No O

Indicate by check mark whether the registrantlazge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting comp&@uee the definitions
of “large accelerated filer”, “accelerated filedihd “smaller reporting company” in Rule 12b-2 of tixchange Act.

O Large accelerated filer m} Accelerated filer [ Non-accelerated filer (| Smaller reporting company

(do not check if a
smaller reporting company)

Indicate by check mark whether the registrantsbell company (as defined in Rule 12b-2 of the Bxge Act). YesO  No

Indicate the number of shares outstanding of ehtedssuer's classes of common stock, as ofatiest] practicable date: 34,218,697 shares of Con8tark, $0.0001
par value per share as of October 31, 2014 .
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PART | - FINANCIAL INFORMATION
Item 1. Financial Statements

Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(in thousands, except per share data)



September 30,

December 31,

Assets
Current assets:
Cash and cash equivalents $
Restricted cash
Investments
Accounts receivable, net
Prepaid expenses and other current assets
Deferred solution and other costs, current portion

Deferred implementation costs, current portion

Total current assets
Property and equipment, net
Deferred solution and other costs, net of currentign
Deferred implementation costs, net of current parti

Other long-term assets

Total assets $

Liabilities, redeemable convertible preferred stockredeemable common stock and stockholders' equifgeficit)
Current liabilities:
Accounts payable $
Accrued liabilities
Deferred revenues, current portion
Capital lease obligations, current portion

Total current liabilities
Deferred revenues, net of current portion
Capital lease obligations, net of current portion
Long-term debt, net of current portion
Deferred rent, net of current portion

Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 6)

Redeemable convertible preferred stock and reddernammon stock:

Series A preferred stock: $0.0001 par value; noeshauthorized, issued or outstanding as of Seme8th 2014, and 7,908 share!
authorized, issued and outstanding as of Decemhet(3 3

Series B preferred stock: $0.0001 par value; neeshauthorized, issued or outstanding as of Semte8th) 2014, and 1,818 shares
authorized, issued and outstanding as of Decenmhet(3.3

Series C preferred stock: $0.0001 par value; ncesteuthorized, issued or outstanding as of Seefth 2014, and 2,605 shares
authorized, issued and outstanding as of Decenlhe2(3.3

Common stock: $0.0001 par value; no shares outisiguiad of September 30, 2014, and 3,829 sharetndisg as of December 31,
2013

Stockholders' equity (deficit):

Junior convertible preferred stock: $0.0001 pauegaho shares authorized, issued or outstandiof3sptember 30, 2014, and
1,251 shares authorized, issued and outstandiofjRecember 31, 2013

Common stock: $0.0001 par value; 150,000 sharémerned, 34,195 shares issued and outstanding @spémber 30, 2014, and
35,000 shares authorized, 8,288 shares issuedusstdrading as of December 31, 2013

Additional paid-in capital
Accumulated other comprehensive loss

Accumulated deficit

Total stockholders' equity (deficit)

Total liabilities, redeemable convertible preferstdck, redeemable common stock and stockholdgugygdeficit) $

2014 2013
(unaudited)

72,340 $ 18,67¢
82¢ 11¢€
18,02¢ —
6,50¢ 9,06:
2,321 1,07¢
4,32¢ 3,12«
2,03 1,81¢
106,38« 33,87
14,25: 14,83:
6,50t 5,35¢
5,34¢ 4,56(
81t 2,48¢
13329 $ 61,10¢
2,641 % 4,08t
7,08¢ 11,66«
18,03: 12,72¢
45¢ 714
28,21+« 29,19
18,61¢ 14,77
25¢ 57¢
46 6,28¢
4,88¢ 4,44
7 101
52,03( 55,37:
— 10,81¢
— 10,91t
— 18,99¢
— 1,325
— 1,74C
3 1
140,89( 6,67¢
(20) =
(59,6060 (44,73)
81,26 (36,316
133,29 % 61,10¢

The accompanying notes are an integral part oethesdensed consolidated financial statements.
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Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE LOSS
(unaudited)
(in thousands, except per share data)

Three Months Ended Nine Months Ended Septembe
September 30, 30,
2014 2013 2014 2013
Revenues $ 20,98¢ $ 14,328 $ 56,98 $ 41,20:
Cost of revenue$ 12,14: 9,167 33,18¢ 25,38:
Gross profit 8,84¢ 5,15¢ 23,79¢ 15,82
Operating expenses:

Sales and marketiry 5,642 4,59¢ 17,18: 11,79:

Research and developmént 3,15¢ 2,25¢ 8,67¢ 6,277

General and administratié 4,572 3,207 12,35( 8,31¢

Unoccupied lease charges — 88 — 23¢€

Total operating expenses 13,37: 10,15¢ 38,21: 26,62¢
Loss from operations (4,525 (4,999 (14,419 (10,807
Other income (expense):

Interest and other income 25 — 30 5

Interest and other expense (207) 270 (43¢) (342)

Total other expense, net (82 170 (40¢) (337)
Loss before income taxes (4,607) (5,16%) (14,82 (11,14¢)
Provision for income taxes (18 (19 (53 (33
Loss from continuing operations (4,625 (5,179 (14,879 (12,1779
Loss from discontinued operations, net of tax — — — (299
Net loss $ (4,625 $ 5,179 $ (14,879 $ (11,37¢)
Other comprehensive loss:

Unrealized gain (loss) on available-for-sale inwrestts (20 — (20 —
Comprehensive loss $ (4,645 $ 5,179 % (14,899 $ (11,37¢)
Net loss per common share:

Loss from continuing operations per common shaasictand diluted $ 019 $ 049 $ 059 $ (0.95)

Loss from discontinued operations per common stsic and diluted $ — 3 —  $ — 3 (0.09)

Net loss per common share, basic and diluted $ 019 % (049 ¢ (059 % (0.96)
Weighted average common shares outstanding:

Basic and diluted 34,17: 12,04¢ 27,52 11,79¢
@ Includes stockased compensation expenses as foll

Three Months Ended Nine Months Ended Septembe
September 30, 30,
2014 2013 2014 2013
Cost of revenues $ 15¢ % 7 $ 43z % 192
Sales and marketing 18¢ 81 54% 18C
Research and development 131 64 36C 18¢
General and administrative 622 197 1,752 561
Total stock-based compensation expenses $ 1,101 $ 41z % 3081 $ 112

The accompanying notes are an integral part oetheedensed consolidated financial statements.
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Q2 HOLDINGS, INC.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited)
(in thousands)

Nine Months Ended September

30,
2014 2013
Cash flows from operating activities:
Net loss $ (14,87) $ (11,37¢)
Adjustments to reconcile net loss to net cash (irseprovided by operating activities:
Amortization of deferred implementation, solutiardeother costs 3,19¢ 2,03
Depreciation and amortization 3,12 2,071
Amortization of debt issuance costs 72 44
Amortization of premiums on investments 24 —
Stock-based compensation expenses 3,087 1,12
Loss from discontinued operations — 19¢
Allowance for sales credits 51 5€
Loss on disposal of long-lived assets — 18
Unoccupied lease charges — 23€
Changes in operating assets and liabilities:
Accounts receivable, net 2,507 (1,059
Prepaid expenses and other current assets (1,249) (443)
Deferred solution and other costs (3,500 (1,947
Deferred implementation costs (3,049 (2,550
Other long-term assets 211 104
Accounts payable (427) (239)
Accrued liabilities (2,939) 1,841
Deferred revenue 9,147 5,66%
Deferred rent and other long-term liabilities 351 4,25(
Net cash (used in) provided by continuing operation (4,25¢) 35
Net cash used in discontinued operating activities — (236)
Net cash used in operating activities (4,25¢) (207)
Cash flows from investing activities:
Purchases of investments (18,079 —
Purchases of property and equipment (3,819 (10,05%)
Acquisitions and purchase of intangible assets — (125)
Increase in restricted cash (719) —
Cash included in distribution of spin-off — (4€)
Net cash used in investing activities (22,60() (10,229
Cash flows from financing activities:
Proceeds from issuance of preferred stock, netsofance costs — 18,99!
Proceeds from borrowings on line of credit 12,50( 6,35(
Payments on line of credit (18,710 (2,687)
Payments on capital lease obligations (60€) (510
Proceeds from the issuance of common stock, nesoénce costs 86,28¢ —
Proceeds from exercise of stock options to purchasemon stock 1,05: 33¢
Net cash provided by financing activities 80,52¢ 22,49:
Net increase in cash and cash equivalents 53,66¢ 12,06:
Cash and cash equivalents, beginning of period 18,67¢ 9,111
Cash and cash equivalents, end of period $ 72340 % 21,17:
Supplemental disclosures of cash flow information:
Cash paid for taxes $ 55 $ 164
Cash paid for interest $ 207 % 26¢

Crinnlamantal dicalaniiva Af na Annbh fnuiantine Antiitian,



Equipment acquired under capital lease $ — $ 97t

The accompanying notes are an integral part oethesdensed consolidated financial statements.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

1. Organization and Description of Business

Q2 Holdings, Inc., or the Company, is a leadingvjater of secure, cloud-based virtual banking sohgi The Company enables regional
and community financial institutions, or RCFIsd@liver a robust suite of integrated virtual bagkgervices and more effectively engage with
their retail and commercial account holders whoeexpo bank anytime, anywhere and on any device.ddmpany delivers its solutions to the
substantial majority of its customers using a safwas-a-service, or SaaS, model under which itSIRGstomers pay subscription fees for the
use of the Company's solutions.

The Company, formerly known as CBG Holdings, Im@as incorporated in Delaware in March 2005 andtislding company that owns
100% of the outstanding capital stock of Q2 Sofeyémc. On March 1, 2013, the Company reorganiigdusiness operations in conjunction
with the private placement of its Series C rededenabnvertible preferred stock. Prior to the reaigation, the Company owned 100% of the
outstanding capital stock of cbanc Network Inccleanc. Pursuant to the reorganization, the Compatsibuted all shares of cbanc to its
stockholders in a spin-off, and the Company waamed Q2 Holdings, Inc.

The Company's headquarters are located in Austixad.
2. Summary of Significant Accounting Policies

Basis of Presentation and Principles of Consolidati
As used in this report, the terms "we," "us," oar"orefer to Q2 Holdings, Inc. and its wholly-ownedbsidiary. These interim unaudited
condensed consolidated financial statements hase e pared in accordance with accounting prinsigknerally accepted in the United
States, or GAAP, and Securities and Exchange Cosimnisor SEC, requirements for interim financialtetnents. The interim unaudited
condensed consolidated financial statements indlwelaccounts of the Company and its wholly-owndasiliary. All intercompany accounts
and transactions have been eliminated in consadiulat

In the Company's opinion, the accompanying intenraudited condensed consolidated financial statenfeve been prepared on the
same basis as the audited consolidated finaneitdeents and include all adjustments necessagyfimir presentation. Certain information anc
disclosures normally included in the notes to thieual consolidated financial statements prepareddordance with GAAP have been omittec
from these interim unaudited condensed consolid@tedcial statements pursuant to the rules andlagigns of the SEC. Accordingly, these
interim unaudited condensed consolidated finarst&ements should be read in conjunction with tresolidated financial statements and the
accompanying notes for the fiscal year ended Deeeib, 2013 which are included in the Company's prospectad foursuant to Rule 424
under the Securities Act of 1933, as amended,eoE#turities Act, with the SEC on March 20, 2014e Tesults of operations for the three anc
nine months ended September 30, 2014 are not reiteasdicative of the results to be expectedtfer year ending December 31, 2014 or for
any other period.

Use of Estimates

The preparation of the accompanying interim unaaditondensed consolidated financial statementsrifoomity with GAAP requires
management to make estimates and assumptiondfénztttae reported amounts of assets and liakslitiksclosure of contingent assets and
liabilities at the date of the interim unauditechdensed consolidated financial statements, anceff@ted amounts of revenues and expenses
Significant items subject to such estimates inclstdek-based compensation, the useful lives ofgntgmnd equipment and income taxes. In
accordance with GAAP, management bases its essmoatlistorical experience and on various otharraptions that management believes
are reasonable under the circumstances. Manageewiarly evaluates its estimates and assumptising tnistorical experience and other
factors; however, actual results could differ sfigantly from those estimates.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

Cash and Cash Equivalents

The Company considers all highly liquid investmeartguired with an original maturity of ninety daysless at the date of purchase to b
cash equivalents. Cash equivalents are statedsttvaoich approximates market value, because ofhioet maturity of these instruments.

Restricted Casl
Restricted cash consists of deposits held in momanket accounts for leased office space.
Investments

Investments consists of primarily of U.S. governtreggency bonds, corporate bonds, commercial papsificates of deposits and
money market funds. All investments are carriefhiatvalue.

Concentration of Credit Risk

Financial instruments that potentially subject @mmpany to concentrations of credit risk consistagh and cash equivalents, restricted
cash and accounts receivable. The Company's casteah equivalents and restricted cash are plaitedhigh credit quality financial
institutions and issuers, and at times may exceéerélly-insured limits. The Company has not exgrered any loss relating to cash and cash
equivalents or restricted cash in these accouhts.Jompany provides credit, in the normal courdeusfness, to a number of its customers.
The Company performs periodic credit evaluationgso€ustomers' financial condition and generafigsinot require collateral. No individual
customer accounted for 10% or more of revenuesdoh of the three and nine months ended Septer@b2034 and 2013 . No individual
customer accounted for 10% or more of accountsvalke, net, as of September 30, 2014 or Decembe2(BL3 .

Accounts Receivabl

Accounts receivable are stated at net realizableeyancluding both billed and unbilled receivabtesustomers. Unbilled receivable
balances arise primarily when the Company earnsmgss based on the number of registered userbhamiinber of bill-pay and certain other
transactions that registered users perform on trepgany's virtual banking solutions in excess oflévels included in the Company's
minimum subscription fee. Generally, billing forckurevenues occurs one month in arrears.

The Company assesses the collectability of outstgraiccounts receivable on an ongoing basis andtaias an allowance for doubtful
accounts for accounts receivable deemed uncolliectahis allowance is recorded as a reduction agaiccounts receivable. As of
September 30, 2014 and December 31, 2013 , the &ontid not provide for an allowance for doubtfataunts, as all amounts outstanding
were deemed collectable. Historically, the Companwgllection experience has not varied signifiggreghd bad debt expenses have been
insignificant.

The Company maintains a reserve for estimated sadelts issued to customers for billing disputestber service-related reasons. This
allowance is recorded as a reduction against cupenind revenues and accounts receivable. In astimthis allowance, the Company
analyzes prior periods to determine the amounsalefs credits issued to customers compared tetemues in the period that related to the
original customer invoice. This estimate is anatiygaarterly and adjusted as necessary. The allevansales credits was $0.2 million and
$0.1 million as of September 30, 2014 and Decer@8be2013 , respectively.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

Deferred Implementation Cosl

The Company capitalizes certain personnel and atb&s, such as employee salaries, benefits arabtueiated payroll taxes that are
direct and incremental to the implementation ofdgitions. The Company analyzes implementatiotsdbat may be capitalized to assess
recoverability, and only capitalizes costs tharnticipates to be recoverable. The Company asstssescoverability of its deferred
implementation costs by comparing the greater ®fttmount of the non-cancellable portion of a custtstontract and the non-refundable
customer prepayments received as it relates tegleific implementation costs incurred. The Compaegins amortizing the deferred
implementation costs for an implementation oncerdvenue recognition criteria have been met, aadCthimpany amortizes those deferred
implementation costs ratably over the remainingitef the customer agreement. The portion of defieimglementation costs expected to be
amortized during the succeeding twelve-month peisaécorded in current assets as deferred impl&tien costs, current portion, and the
remainder is recorded in long-term assets as @efémplementation costs, net of current portion.

Deferred Solution and Other Cos

The Company capitalizes sales commissions and ttlidrparty costs, such as third party licensesmaintenance related to its
customer agreements. The Company capitalizes catesiissions because the commission charges atesaycrelated to the revenues from
the non-cancellable customer agreements that thayld be recorded as an asset and charged to expeasthe same period that the related
revenue is recognized. The Company begins amaytitéferred solution and other costs for a partictlstomer agreement once the revenue
recognition criteria are met and amortizes thoserded costs over the remaining term of the custaageeement. The Company analyzes
solution and other costs that may be capitalizeabs®ss their recoverability and only capitalizestscthat it anticipates to be recoverable. The
portion of capitalized costs expected to be amedtiduring the succeeding twelve-month period isn@&d in current assets as deferred
solution and other costs, current portion, and-émeainder is recorded in long-term assets as @efawlution and other costs, net of current
portion. Deferred commissions were $6.3 million &4d6 million as of September 30, 2014 and DecerBbeP013 , respectively.

Property and Equipmen

Property and equipment are stated at cost lessradated depreciation and amortization. Depreciaaralculated on a straight-line
basis over the estimated useful lives of the rdlassets. Leasehold improvements are amortizedtioeeshorter of the lease term or the
estimated useful lives of the related assets. Maarice and repairs that do not extend the lifer ohprove an asset are expensed in the perio
incurred.

The estimated useful lives of property and equipraes as follows:

Computer hardware and equipment 3 -5years

Purchased software and licenses 3-5years

Furniture and fixtures 7 years

Leasehold improvements Lesser of estimatediLbfef or lease term

Deferred Revenue

Deferred revenues primarily consist of amounts lfaaie been billed to or received from customeimdvance of revenue recognition and
prepayments received from customers in advancienglementation, maintenance and other servicewgdisas initial subscription fees. The
Company recognizes deferred revenues as revenwerstivl services are performed and the correspomeifggnue recognition criteria are met.
Customer prepayments are generally applied agawvsices issued to customers when services arenpeed and billed. Deferred revenues
that are expected to be recognized as revenuasydine succeeding twelve month period are recordedrrent liabilities as deferred revent
current portion and the remaining portion is reearth long-term liabilities as deferred revenueg,af current portion.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

Revenue:

All revenue-generating activities are directly tethto the sale, implementation and support ofdbmpany's solutions within a single
operating segment. The Company derives the subdtardgjority of its revenues from subscription féesthe use of its solutions hosted in the
Company's data centers as well as revenues foemmgaitation and customer support services relatdtbt€@ompany's solutions. A small
portion of the Company's customers host the Conpamutions in their own data centers under técenke and maintenance agreements, ar
the Company recognizes the corresponding revemataisly over the term of those customer agreements.

Revenues are recognized net of sales credits fowdagices. The Company begins to recognize reveiouescustomer when all of the
following criteria are satisfied:

» there is persuasive evidence of an arrange!

» the service has been or is being provided to tiseouer

the collection of the fees is reasonably assuned
» the amount of fees to be paid by the customexéifor determinabl

Determining whether and when these criteria haes leet can require significant judgment and estsidh general, revenue
recognition commences when the Company's soluionémplemented and made available to the customers

The Company's software solutions are availablei$erin hosted application arrangements under splisorfee agreements.
Subscription fees from these applications, inclgdiglated customer support, are recognized rataldy the customer agreement term
beginning on the date the solution is made availathe customer. Amounts that have been invaitedecorded in accounts receivable and
deferred revenues or revenues, depending on whitiln€@ompany's revenue recognition criteria hawnlmet.

The Company considers subscription fees to be fxatbterminable unless the fees are subject tmdedr adjustment or are not payable
within the Company's standard payment terms. lard@hing whether collection of subscription feesdgasonably assured, the Company
considers financial and other information about@uners, such as a customer's current credit-wasiand payment history over time.
Historically bad debt expenses have not been sogmif.

The Company enters into arrangements with muliijgiéverables that generally include multiple sulpgions and implementation
services.

For multiple-deliverable arrangements, arrangernensideration is allocated to deliverables basethein relative selling price. In order
to treat deliverables in a multiple-deliverableaagement as separate units of accounting, theedlables must have standalone value upon
delivery. If the deliverables have standalone vaipen delivery, each deliverable must be accoufatedeparately. The Company's
subscription services have standalone value assareites are often sold separately. In determinihgther implementation services have
standalone value apart from the subscription sesyithe Company considers various factors incluttiegavailability of the services from ot}
vendors. To date, the Company has concluded thatrthlementation services included in multiple-detable arrangements do not have
standalone value. As a result, when implementaéaices are sold in a multiple-deliverable arranget, the Company defers any
arrangement fees for implementation services atagrizes such amounts ratably over the period dbpaance for the initial agreement te

When multiple-deliverables included in an arrangetage separated into different units of accountihg arrangement consideration is
allocated to the identified separate units basea @lative selling price hierarchy. The sellingcprfor a deliverable is based on its vendor-
specific objective evidence of selling price, orQf if available, third-party evidence of sellindge, or TPE, if VSOE is not available or best
estimate of selling price, or BESP, if neither VS@dt TPE is available. The Company has not estadudia/SOE for its subscription services
due to lack of pricing consistency, the introductad new
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

services and other factors. The Company has detechthat TPE is not a practical alternative dudifferences in its service offerings
compared to other parties and the availabilityedévant thirdparty pricing information. Accordingly, the Companges BESP to determine 1
relative selling price. The amount of revenue alted to delivered items is limited by contingentereues.

The Company determined BESP by considering itsalvpricing objectives and market conditions. Siigaint pricing practices taken
into consideration include the Company's discogniractices, the size and volume of its transastionstomer characteristics, price lists, go-
to-market strategy, historical standalone salesagmdement prices. As the Company's go-to-markagesfies evolve, it may modify its pricing
practices in the future, which could result in apemin relative selling prices, and include botfOEsand BESP.

Subscription Fee Revenues

The Company's solutions are available as hostedi@o$ under subscription fee agreements withaehking perpetual rights to the
software. Subscription fees from a hosted soludi@recognized monthly over the customer agreeteemtbeginning on the date the
Company's solution is made available to the custoAdditional fees for monthly usage above the lewecluded in the standard subscription
fee, which include fees for transactions proceskeihg the period, are recognized as revenue imitveth when the usage amounts are
determined and reported. Any revenues related fimmipimplementation services are recognized rgtajer the same customer agreement
term. Amounts that have been invoiced are recoiledcounts receivable and deferred revenues entms, depending on whether the
revenue recognition criteria have been met.

Professional Services Reveni

When professional services are not combined willsstiption services or term licenses as a singteafimccounting, these professional
services revenues are recognized as the serviegedbrmed. Revenues from professional servicesarbined with subscription services
were not significant in the periods presented.

Certain out-of-pocket expenses billed to custoraeesrecorded as revenues rather than an offske¢ teetated expense. Revenues
recorded from out-of-pocket expense reimbursentetated approximately $0.2 million and $0.1 millidaring the three months ended
September 30, 2014 and 2013 , respectively, and $@56 million and $0.3 million for the nine mon#rsded September 30, 2014 and 2013,
respectively. The out-of-pocket expenses are regart cost of revenues.

Term Licenses and Maintenance Revenues

A small portion of the Company's customers hostraadage the Company's solutions on-premises airah-party data centers under
term license and maintenance agreements. Ternsbsesold with maintenance, which entitles the castdo technical support and upgrades
and updates to the software made available on asahd-if-available basis, are accounted for undmolinting Standards Codification 985-
605, "Software Revenue RecognitidiThe Company does not have VSOE of fair valualiermaintenance and professional services so the
entire arrangement consideration is recognized hiypower the term of the software license wherofthe other revenue recognition criteria
have been met. Revenues from term licenses andenaimce agreements were not significant in theodsmpresented.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

Cost of Revenues

Cost of revenues is comprised primarily of salasied other personnel-related costs, including eygadoenefits, bonuses and stock-
based compensation, for employees providing sesviwéhe Company's customers. Costs associatedheisie services include the costs of the
Company's implementation, customer support, dattecend customer training personnel as well dassification of certain research and
development expenses related to research and gevett personnel who perform services related tdémentation and customer support.
Cost of revenues also includes the direct costsllghay and other third-party intellectual propeimcluded in the Company's solutions, the
amortization of deferred solution and servicess;ast-location facility costs and depreciationtaf Company's data center assets, an allocati
of general overhead costs and referral fees. Doests of third-party intellectual property inclualmounts paid for third-party licenses and
related maintenance that are incorporated int&Crapany's software, with the costs amortized td absevenues over the useful lives of the
purchased assets.

The amount of research and development expensestt to cost of revenues was $0.5 million and #tllion for the three months
ended September 30, 2014 and 2013, respectivelywas $1.3 million and $1.2 million for the nin@mths ended September 30, 2014 and
2013, respectively.

The Company capitalizes certain personnel costetlirrelated to the implementation of its solutida the extent those costs are
considered to be recoverable from future reverilies.Company amortizes the costs for a particulatiémentation once revenue recognition
commences, and the Company amortizes those imptatiancosts over the remaining term of the custaageeement. Other costs not dire
recoverable from future revenues are expenseceipehiod incurred. The Company capitalized impletagon costs in the amount of $1.2
million and $0.9 million during the three monthsled September 30, 2014 and 2013 , respectively$admillion and $2.6 million during
the nine months ended September 30, 2014 and 2@%Bectively.

Software Development Cos

Software development costs include salaries arer grsonnel-related costs, including employee fitsnbonuses and stock-based
compensation, attributed to programmers, softwaggneers and quality control teams working on tleengany's solutions. Costs related to
software development incurred between reachinghtdolyical feasibility and the point at which thdtaare solution is ready for general
release have been insignificant through Septemibe2@®L4 , and accordingly all of the Company'svgafe development costs have been
expensed as incurred as research and development.

Research and Development Co

Research and development costs include salariesthadpersonnel-related costs, including empldaefits, bonuses and stock-based
compensation, thirgharty contractor expenses, software developmeig,tan allocation of facilities and depreciatioperses and other rela
expenses incurred in developing new solutions gmgplading and enhancing existing solutions. Reseandndevelopment costs are expenst
incurred.
Advertising

All advertising costs of the Company are expenbeditst time the advertising takes place. Advargsosts were $0.1 million for each
of the three months ended September 30, 2014 atl,2hd were $0.4 million and $0.1 million for thiee months ended September 30, 2
and 2013, respectively.

Sales Tax

The Company presents sales taxes and other taktested from customers and remitted to governmeaitthorities on a net basis and
such, excludes them from revenues.
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Comprehensive Loss

Comprehensive loss includes net loss as well & otimnges in stockholders' equity that result fa@msactions and economic events
other than those with stockholders. Other comprsirerioss consists of net loss and unrealized gaiddosses on investments.

Stock-Based Compensation

Stock options awarded to employees, directors andudtants are measured at fair value at each dedat The Company recognizes
compensation expense ratably over the requisitéceeperiod of the option award. Generally, optigast 25% on the one -year anniversary o
the grant date with the balance vesting monthly ¢ive following 36 months.

The Company values stock options using the Bladiefes option-pricing model, which requires the inplusubjective assumptions,
including the risk-free interest rate, expected, léxpected stock price volatility and dividenddielhe risk-free interest rate assumption is
based upon observed interest rates for constaniritydt).S. Treasury securities consistent witheélpected term of the Company's employee
stock options. The expected life represents thegef time the stock options are expected to ketanding and is based on the simplified
method. Under the simplified method, the expedfedlf an option is presumed to be the mid-poirttvaen the vesting date and end of the
contractual term. The Company used the simplifiedhmd due to the lack of sufficient historical eige data to provide a reasonable basis
upon which to otherwise estimate the expectedlfifine stock options. Expected volatility is basedhistorical volatilities for publicly traded
stock of comparable companies over the estimatpdatad life of the stock options. The Company aszslino dividend yield because it does
not expect to pay dividends in the near futurechwtis consistent with the Company's history of penting dividends.

Income Taxes

Deferred income taxes are provided for the taxctdfef temporary differences between the carryingunts of assets and liabilities for
financial reporting purposes and the amounts usethfome tax purposes and operating loss carngodsvand credits using enacted tax rates
expected to be in effect in the years in whichdlfferences are expected to reverse. The Compagssss the likelihood that deferred tax
assets will be realized and recognizes a valuatiiomvance if it is more likely than not that sonmrton of the deferred tax assets will not be
realized. This assessment requires judgment &etlikelihood and amounts of future taxable incdyeax jurisdiction. To date, the Company
has provided a full valuation allowance againstiégerred tax assets as it believes the objectidevarifiable evidence of its historical pretax
net losses outweighs any positive evidence obitsdasted future results. Although the Companyekes that its tax estimates are reasonable
the ultimate tax determination involves significardgment that is subject to audit by tax authesitin the ordinary course of business. The
Company will continue to monitor the positive arefjative evidence, and it will adjust the valuattiowance as sufficient objective positive
evidence becomes available.

The Company evaluates its uncertain tax positi@t®t on a determination of whether and how muehtak benefit taken by the
Company in its tax filings or positions is moredlik than not to be realized. Potential interest padklties associated with any uncertain tax
positions are recorded as a component of incomexp&nse. Through September 30, 2014 , the Contpaspot identified any material
uncertain tax positions for which liabilities woubé required to be recorded.
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Basic and Diluted Net Loss per Common Shz

The Company uses the two-class method to comptifesseeper common share because the Company haslisecurities, other than
common stock, that contractually entitle the hadderparticipate in dividends and earnings of thenBany. The two-class method requires
earnings for the period to be allocated betweennsomstock and participating securities based upein tespective rights to receive
distributed and undistributed earnings. HolderthefCompany's Series A, B and C preferred stoclkmtidled, on a pari passu basis, to receive
dividends when, as and if declared by the boawirettors, prior and in preference to any declaratir payment of any dividend on the
common stock or junior convertible preferred staokil such time as the total dividends paid on estidre of Series A, B and C preferred si
is equal to the original issue price of the sharkdders of junior convertible preferred stock argitled to receive a pro rata share of any
dividend declared, based on the number of sharesmfon and preferred stock outstanding. As ateallkeries of the Company's preferred
stock are considered participating securities.

Under the two-class method, for periods with nebme, basic net income per common share is comjwytéd/iding the net income
attributable to common stockholders by the weigtateerage number of shares of common stock outstgriliring the period. Net income
attributable to common stockholders is computeduigtracting from net income the portion of curngedir earnings that the participating
securities would have been entitled to receiveyansto their dividend rights had all of the yea@gsnings been distributed. No such adjusti
to earnings is made during periods with a net lasghe holders of the participating securitiesehaw obligation to fund losses. Diluted net los:
per common share is computed under the two-clafisathdy using the weighted-average number of stafresmmon stock outstanding plus,
for periods with net income attributable to comnstockholders, the potential dilutive effects ofcét@ptions and warrants. In addition, the
Company analyzes the potential dilutive effecthaf butstanding participating securities under ttenverted method when calculating diluted
earnings per share, in which it is assumed thabthstanding participating securities convert imbonmon stock at the beginning of the period.
The Company reports the more dilutive of the apginea as its diluted net income per share duringé¢hied. Due to net losses for each of the
three and nine months ended September 30, 201204131, basic and diluted net loss per share weredame, as the effect of all potentially
dilutive securities would have been anti-dilutive.
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The following table sets forth the computation$osk per share for the periods listed:

Three months ended September 30, Nine months ended September 30,

2014 2013 2014 2013
Numerators:

Loss from continuing operations attributable to coom

stockholders $ (4,625 $ (5,179 $ (14,87 $ (1117)

Loss from discontinued operations attributabledmmon

stockholders — — — (299

Net loss attributable to common stockholders $ (4,629 $ (5,179 $ (14879 $§ (11,379
Denominator:

Weighted-average common shares outstanding, badidikted 34,17: 12,04¢ 27,52: 11,79«
Loss from continuing operations per share, basicdinited $ (0.19 $ (047 % (0.59) % (0.95
Loss from discontinued operations per share, tasicdiluted $ — 3 — $ — $ (0.0))
Net loss per common share, basic and diluted $ (019 $ (043 $ (059 $ (0.96)

Due to net losses for each of the three and ningtm@ended September 30, 2014 and 2013 , basidilaibed loss per share were the
same, as the effect of all potentially dilutive w&ties would have been anti-dilutive. The followitable sets forth the anti-dilutive common
share equivalents for the periods listed:

Three months ended September 30, Nine months ended September 30,

2014 2013 2014 2013

Redeemable convertible preferred stock:

Series A preferred stock — 7,90¢ — 7,90¢

Series B preferred stock — 1,81¢ — 1,81¢

Series C preferred stock — 2,60t — 2,04z
Junior preferred stock — 1,251 — 1,251
Stock options 6,55 5,361 6,551 5,361
Total anti-dilutive common share equivalents 6,551 18,94 6,551 18,38(

Recent Accounting Pronouncemen

In May 2014, the Financial Accounting StandardsrBassued Accounting Standards Update No. 2014R@9enue from Contracts with
Customers (Topic 606), or ASU 2014-09, which amehdsexisting accounting standards for revenuegmrition. ASU 2014-09 is based on
principles that govern the recognition of reventiaraamount an entity expects to be entitled tonwgreducts are transferred to customers.
ASU 201409 will be effective for the Company beginning tis first quarter of 2017. Early adoption is notrpéted. The new revenue stand
may be applied retrospectively to each prior pepoesented or retrospectively with the cumulatiffeat recognized as of the date of adoption.
The Company is currently evaluating the impactdifing the new revenue standard on its condermesbtidated financial statements.

Subsequent Event

The Company has evaluated subsequent events thtioaiglate of filing this Form 10-Q.
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3. Cash, Cash Equivalents and Investments

The Company's cash, cash equivalents and investrasrdf September 30, 2014 and as of Decembef23cdnsisted primarily of cas
U.S. government agency bonds, corporate bonds, eoaiahpaper, certificates of deposits and monegketdunds.

The Company classifies investments as availabledte at the time of purchase and reevaluatesdassification as of each balance
sheet date. All investments are recorded at estitfair value. Unrealized gains and losses on abvi@itfor-sale investments are included in
accumulated other comprehensive loss, a compofistihakholders' equity. The Company evaluatesiigstments to assess whether those
with unrealized loss positions are other than temaily impaired. The Company considers impairmeatise other than temporary if they are
related to deterioration in credit risk or if itlikely the Company will sell the investments be&fdine recovery of their cost basis. Realized gain
and losses and declines in value judged to be tithartemporary are determined based on the spabéfintification method and are reporter
other income (expense), net, in the condensed tdated statements of operations and comprehelsige Interest, amortization of premiut
and accretion of discount on all investments cfesbias available-for-sale are also included asmaponent of other income (expense), net, in
the condensed consolidated statements of operaimhsomprehensive loss.

A summary of the Company's cash, cash equivalentsraeestments as of September 30, 2014 is asafsilo

Cash and Cash Equivalents: Amortized Cost ~ Unrealized Gains ~ Unrealized Losses  Fair Value
Cash $ 50,12¢ $ — 3 — $ 50,12¢
Money market funds 20,52¢ — — 20,52¢
Certificates of deposits 1,68¢ — — 1,68¢
$ 72,34C $ — % — $ 72,34
Investments: Amortized Cost Unrealized Gains  Unrealized Losses Fair Value
U.S. government agency bonds $ 7,002 $ — 9 $ 6,99:
Corporate bonds and commercial paper 6,201 — (171) 6,19(
Certificates of deposit 4,84¢ — — 4,84~
$ 18,04¢ % — 3 (200 $  18,02¢

A summary of the Company's cash and cash equiwaésnof December 31, 2013 is as follows:

Amortized Cost Unrealized Gains  Unrealized Losses Fair Value
Cash $ 18,67 $ — 3 — % 18,67¢
$ 18,67 $ — % — 3 18,67t

The Company may sell its investments at any timthout significant penalty, for use in current ogt@wns or for other purposes, even if
they have not yet reached maturity. As a resultGbmpany classifies its investments, includingstinents with maturities beyond 12 month:
as current assets in the accompanying condensedlmated balance sheets.
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The following table summarizes the estimated falug of the Company's investments, designatedaikahble-for-sale and classified by
the contractual maturity date of the investmentsfdabe dates shown:

September 30, 201 December 31, 2013

Due within one year or less $ 492¢ $ =
Due after one year through five years 13,10: —
Total $ 18,02¢ $ —

The Company has certain available-fale investments in a gross unrealized loss pasisilb of which have been in such position for
than 12 months. The Company reviews its debt siesidlassified as short-term investments on alaedpasis to evaluate whether or not any
security has experienced an other than temporaiinddn fair value. The Company considers factrsh as the length of time and extent to
which the market value has been less than thettastinancial position and near-term prospecthefissuer and its intent to sell, or whether it
is more likely than not the Company will be reqdite sell the investment before recovery of theestment's amortized-cost basis. If the
Company determines that an other than temporanjnéexists in one of these investments, the ragmemvestment would be written down
fair value. For debt securities, the portion of Wiriéte-down related to credit loss would be recagdito other income, net in the condensed
consolidated statements of operations and compseareeloss. Any portion not related to credit losswd be included in accumulated other
comprehensive loss. Because the Company doestantlito sell any investments which have an unredliass position at this time, and it is
not more likely than not that the Company will leguired to sell the investment before recoverysodimortized cost basis, which may be
maturity, the Company does not consider the investewith unrealized loss positions to be othen teaporarily impaired as of September
30, 2014 .

The following table shows the fair values and thesg unrealized losses of these available-forieatstments aggregated by investmen
category as of as of September 30, 2014 :

Gross Unrealized

Fair Value Loss
U.S. government agency bonds $ 6,99 $ 9
Corporate bonds and commercial paper 6,19( (17)
Total $ 13,18! $ (20

The Company did not have any available-for-salestments as of December 31, 2013 .
4. Fair Value Measurements
The carrying values of the Company's financialrinstents, principally cash equivalents, accountsivable, restricted cash and accot

payable, approximated their fair values due tosti@rt period of time to maturity or repayment. Thaerying values of the Company's debt
instruments approximated their fair value basedabes currently available to the Company.
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Fair value is defined as the exchange price thatidvioe received for an asset or an exit price fmtdansfer a liability in the principal or
most advantageous market for the asset or lialilign orderly transaction between market participan the measurement date. Valuation
techniques used to measure fair value must maxithzese of observable inputs and minimize theofismobservable inputs. The current
accounting guidance for fair value measurementaegf three-level valuation hierarchy for disclesias follows:

» Level —Unadjusted quoted prices in active markets fortidahassets or liabilitie

* Level ll—Inputs other than quoted prices incldaethin Level | that are observable, unadjustedtgd prices in markets that are not
active, or other inputs that are observable orbmanorroborated by observable market data; and

* Level lll—Unobservable inputs that are suppoittgdittle or no market activity, which requirestompany to develop its own
assumptions.

The categorization of a financial instrument witttie valuation hierarchy is based upon the loweastllof input that is significant to the
fair value measurement.

The following table details the fair value hierayaf the Company's financial assets measured ratdisie on a recurring basis as of

September 30, 2014 :

Fair Value Measurements Using:
Quoted Prices

in Active Significant
Markets for Significant Other Unobservable
. Identical Assets Observable Inputs Inputs
Cash Equivalents: Fair Value (Level 1) (Level 2) (Level 3)
Money market funds $ 20,52¢ $ 20,52¢ $ — $ =
Certificates of deposits 1,68¢ — 1,68t —
$ 22,21¢ % 20,52¢ $ 1,68 $ —

Quoted Prices

in Active Significant

Markets for Significant Other Unobservable
Identical Assets Observable Inputs Inputs

Investments: Fair Value (Level 1) (Level 2) (Level 3)
U.S. government agency bonds $ 6,99: $ — 3 6,99: $ =
Corporate bonds and commercial paper 6,19( — 6,19( —
Certificates of deposit 4,84t — 4,84°¢ —
$ 18,02¢ $ — 3 18,02¢ $ —

All Company assets with fair values measured agcarming basis, which consists only of cash andl eagiivalents, as of December 31,
2013, were classified as Level 1 assets.

The Company determines the fair value of its inmestt holdings based on pricing from our pricingdens. The valuation techniques
used to measure the fair value of financial insgnta having Level 2 inputs were derived from namdbig consensus prices that are
corroborated by observable market data or quotettehprices for similar instruments. Such markétgs may be quoted prices in active
markets for identical assets (Level 1 inputs) acipg determined using inputs other than quotedgsrithat are observable either directly or
indirectly (Level 2 inputs).
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5. Debt

In September 2008, the Company entered into adodrsecurity agreement with a financial institutioprovide a line of credit and tel
loan facility. The loan and security agreement esended periodically as the Company's operatiosw,gnost recently in May 2012 when
line of credit was increased from $7.0 million tt0$0 million . Amounts borrowed under the line oédit which were deemed an accounts
receivable advance accrued interest at an anniga¢qaial to the greater of the financial institmtsoprime rate plus 1.50% , or 5.50%mounts
borrowed under the line of credit which were deemedntract revenue advance accrued interestatraumal rate equal to the greater of the
financial institution's prime rate plus 2.25% ,6025% . From January 1, 2013 through the April 2@&tfination of the loan and security
agreement, the Company paid interest of 5.50% ort¥ngs deemed accounts receivable advances, add no borrowings deemed to be
contract revenue advances. In April 2013 the Compgartered into a new credit agreement with andthancial institution at which time the
Company paid and terminated this loan and secagtgement.

In April 2013 the Company entered into a securediitfacility agreement, or Credit Facility, withes Fargo Bank, National
Association, or Wells Fargavhich the Company and Wells Fargo subsequently deteon March 24, 2014 and again on August 11, 2014.
The Credit Facility, as amended, provides for a b credit of up to $25.0 million , with an accimad feature, or Accordion Feature, allowing
the Company to increase its maximum borrowingspyouan additional $25.0 million , subject to certeonditions and limitations, including
that borrowings at any time shall be limited to 764he Company's trailing twelve -month recurriegenues. Access to the total borrowings
available under the Credit Facility is restricte&d on covenants related to the Company's minihquidity and adjusted EBITDA. Amounts
borrowed under the Credit Facility accrue interasthe Company's election at either: (i) the pgnen rate equal to the LIBOR rate plus an
applicable margin; or (ii) the current base ratespihe greater of the U.S. Federal Funds rategulagpercentage point, the one-month LIBOR
plus one percentage point, or the lending finarip&titution's prime rate. The Company pays a migrffe based on the total unused
borrowings balance, an annual administrative fektha initial closing fee, which is paid in thregual annual installments over the first three
yearsof the Credit Facility. The Accordion Feature exgiin October 2016, at which time maximum borrowingder the Facility are reduced
to $25.0 million , and the Credit Facility matuiesApril 2017, at which time any outstanding borings and accrued interest become payable
In April 2013, the Company drew an advance on tredi€ Facility of $2.5 million to pay off its exisig loan and security agreement with
another institution. In June 2013, the Company dravadvance on the Credit Facility of $3.9 milliorfund capital expenditures and secured
letter of credit for the benefit of the landlorditsf new corporate headquarters in the amount & §lion . On February 26, 2014, the
Company drew an advance of $12.5 million on thed®eacility, which was subsequently repaid in fofi March 17, 2014.

On March 24, 2014, the Company entered into Amemiilidember One to the Credit Facility in connectwith, and effective upon, the
closing of the Company's initial public offering stiares of its common stock, or IPO, which occuamed/arch 25, 2014. The amendment
primarily modified the definition of "Change of Ciol" in the Credit Facility. On April 22, 2014,¢HCompany paid $4.2 million on the Credit
Facility.

On August 11, 2014, the Company entered into AmamdiNumber Two to the Credit Facility, which moddithe Credit Facility to add
the Accordion Feature and modified or eliminatedaie of the Company's financial covenants and fieeses under the Credit Facility. On
September 5, 2014, the Company paid $2.0 milliotherCredit Facility.

As of September 30, 2014 , the Company had borgsvirfi less than $0.1 million and a secured letteredit of $3.0 million against the
Credit Facility, leaving an available balance opapximately $22.0 million , and the interest rappléicable to the Credit Facility was 4.7% .
The Credit Facility is collateralized by substalfyiall of the Company's assets and requires timGompany maintain certain financial
covenants as provided in the Credit Facility. Tloenpany was in compliance with all financial covetsaas of September 30, 2014 .
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6. Commitments and Contingencies
Operating and Capital Lease Commitments

The Company leases office space for its corporadeljuarters in Austin, Texas under a non-cancetgideating lease that expires in
April 2021 and a regional sales office in AtlarBeorgia under a non-cancelable operating leasexpates in January 2016. In addition, the
Company leases office space for its previous caedneadquarters in Austin, Texas under a non-tatrieeoperating lease that expires in
March 2015. All of the rentable space covered Iy ldase has been sublet to a tenant for subdtamtibof the remainder of the lease. Rent
expense under operating leases was $0.3 millioadoh of the three months ended September 30,&812013 and was $0.8 million afdl.1
million for the nine months ended September 304281d 2013, respectively. In 2013, the Companyeaddu its current headquarters. As a
result, the Company vacated its former leased heatlrs and recorded an estimated unoccupied ¢basge of $0.2 million for the remaining
contractual lease payments less estimated subileasae.

New Facilities Leas

On July 18, 2014, the Company entered into an@fase agreement, or the Lease, with CREF Asplkea Bailding II, LLC to lease
approximately 70,000 rentable square feet, or thenides, of an office building to be located imnag¢ely adjacent to the Company's current
headquarters in order to expand the Company's beaggs. The Lease provides for phased commencataty, with commencement of the
first phase covering 55,000 rentable square fe@tipated to occur on November 1, 2015, or thadhifommencement Date, with the
remaining space becoming available nine montheé#fer. The actual commencement dates are subjéntely completion of the
construction of the Premises. The term of the Leasemences on the Initial Commencement Date arsl 184 months , with a five year
renewal option, and the rent obligations underLibase begin with rents of $98 per month, which leseaver the course of the Lease to $160
per month in the final four months of the Leasefsit

The Company has entered into various capital lags@gements to obtain property and equipmentgatdta center and corporate
operations. These agreements expire over varioons ttom September 2014 through May 2017 and thseleare secured by the underlying
leased property and equipment.

Future minimum payments required under capital@etating leases that have initial or remaining-cancelable lease terms in excess
of one year at September 30, 2014 were as follows:

Operating
Capital Leases Leases
Year Ended December 31,
2014 (from October 1 to December 31) $ 14z $ 504
2015 41€ 2,05¢
2016 164 3,02t
2017 4 3,28¢
2018 — 3,371
Thereafter — 16,89¢
Total minimum lease payments 72¢ $ 29,14(
Less: imputed interest ()]
Less: current portion (459
Capital lease obligations, net of current portion $ 25¢
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Contractual Commitments

The Company has non-cancelable contractual commismelated to third-party products, lowation fees and other product costs. Fu
minimum contractual commitments that have initiat@maining non-cancelable terms in excess of @ae were as follows:

Contractual
Commitments

Year Ended December 31,

2014 (from October 1 to December 31) $ 1,34(
2015 4,81¢
2016 4,18¢
2017 2,60¢
2018 2,01¢
Thereafter 2,95t
Total commitments $ 17,92¢

Legal Proceeding:

From time to time, the Company may become invoinddgal proceedings arising in the ordinary cows#s business. The Company is
not presently a party to any legal proceedings thdetermined adversely to the Company, wouldehavnaterial adverse effect on the
Company.

7. Stockholder's Equity
Initial Public Offering

On March 25, 2014, the Company completed its IP@, 881 shares of common stock at $13.00 per siiheetotal shares sold in the IPO
included 1,511 shares sold by selling stockhold&iter deducting the payment of underwriters' distts and commissions and offering costs,
the net proceeds to the Company from the salearkstin the offering were approximately $72.6 oili

Underwriter's Exercise Of Option to Purchase Additial Shares

On April 2, 2014, pursuant to the terms of the Canys IPO, which occurred on March 25, 2014, thedennriters exercised their option
to purchase an additional 1,164 shares to covarali@ments. After deducting the payment of und#éews' discounts and commissions and
offering costs, the Company received net proceexas the sale of shares totaling approximately $b3llion .
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Conversion of Redeemable Common and Preferred Stock

Immediately prior to the closing of the IPO, whiotcurred on March 25, 2014, each share of the Coymautstanding preferred, junior
preferred and redeemable common stock was conviettedne share of undesignated common stock. dltenfing table presents the
conversion of all classes of stock on March 254201

Prior to Subsequent to
Conversion Conversion

Convertible preferred stock
Series A 7,90¢ —
Series B 1,81¢ —
Series C 2,60¢ —
Redeemable common stock 3,82¢ —
Junior preferred stock 1,251 —
Undesignated common stock — 17,41

8. Stock-Based Compensation

In March 2014, the Company's board of directorsaygd the 2014 Equity Incentive Plan, or 2014 Planrder which stock options, sta
appreciation rights, restricted stock, restrictextls units, performance shares and units and atshr-based or stock-based awards may be
granted to employees, consultants and directorexeStof common stock that are issued and avaitablesuance under the 2014 Plan consist
of authorized, but unissued or reacquired sharesmimon stock or any combination thereof.

A total of 1,850 shares of the Company's commocksigas initially authorized and reserved for issteaander the 2014 Plan. This
reserve will automatically increase on JanuaryOlL,®2and each subsequent anniversary through 292#h bmount equal to the smaller of (a)
4.5%o0f the number of shares of common stock issuedatgtanding on the immediately preceding DecembeoB(b) an amount determin
by the Company's board of directors. This reses\aitomatically increased to include any outstapdhmares under the Company's 2007 Stocl
Plan, or 2007 Plan, at the time of its terminatioiissuable upon expiration or termination of opsigranted under the Company's 2007 Plan
that expire or terminate without having been exsadiin full. Pursuant to the terms of the 2014 P1&7 shares available for future issuance
under the 2007 Plan were transferred to the 2044, Providing a total of 1,957 shares of commonlstdlocated for issuance under the 2014
Plan. In addition, 40 shares have been returnétet@014 Plan as a result of termination of optitvas expired or terminated without having
been exercised under the previously terminated 208, resulting in a total of 1,997 shares avéslfdr issuance under the 2014 Plan. As of
September 30, 2014 , options to purchase a to&0®Bfkhares of common stock have been granted tiel@014 Plan, 4 shares have been
returned to the 2014 Plan as a result of terminadfaoptions that expired or terminated withoutingween exercised, and 1,496 shares of
common stock remain available for future issuanudeu the 2014 Plan.

In July 2007, the Company adopted the 2007 Plaemuwdich options or stock purchase rights may laatgd to employees, consultants
and directors. In February 2014, the board of dims¢ under the authority granted to it by the 280, increased the number of shares
available to be granted under the plan by 1,400eshand as of September 30, 2014 , a total o2%h8res of common stock were allocatec
issuance under the plan. Upon the completion oCitvapany's IPO in March 2014, the board of directerminated the 2007 Plan in
connection with the IPO and pursuant to the terfriea2014 Plan, 107 shares that were availabléufare issuance under the 2007 Plan at
such time were transferred to the 2014 Plan. Noeesh@main available for future issuance of awardter the 2007 Plan. The 2007 Plan will
continue to govern the terms and conditions opatstanding equity awards granted under the 208id. Mhares of common stock that are
issued and were available for issuance under th& Pan consist of authorized, but unissued orq@iaed shares of common stock or any
combination thereof.
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

The following summarizes the assumptions useddtmating the fair value of stock options granteding the periods indicated:

Three Months Ended September ~ Nine Months Ended September

30, 30,
2014 2013 2014 2013
Risk-free interest rate 1.6% 1.3% 1.2-2.0% 0.7 -1.3%
Expected life (in years) 4.8 4.8 3.8-6.3 4.8
Expected volatility 46.5% 46.8% 45.1-46.8% 46.8 - 49.4%
Dividend yield — — — —
Weighted-average grant date fair value per share $6.20 $3.17 $5.55 $3.09
Stock option activity during the nine months en&sgtember 30, 2014 was as follows:
Weighted
Number of Average
Options Exercise Price
Balance as of January 1, 2014 542, % 2.7¢€
Granted 2,25¢ 9.8(
Exercised (1,087 0.97
Forfeited (48) 7.22
Balance as of September 30, 2014 6,551 ¢ 5.4¢
The summary of stock options outstanding as ofe®aper 30, 2014 is as follows:
Options Outstanding Options Exercisable
Weighted Weighted
Weighted Average Weighted Average
Average Remaining Average Remaining
Number of Exercise Contractual Life Number of Exercise Contractual Life
Range of Exercise Prices Options Price (in years) Options Price (in years)
$0.29 - $0.35 1,138 $ 0.3 3.4 1,138 % 0.3 3.4
$0.54 - $0.84 592 0.74 5.3 58¢€ 0.7¢ 5.3
$1.74 - $3.10 1,181 2.8C 7.1 884 2,72 7.1
$4.00 - $7.82 1,40¢ 6.8¢ 5.9 477 6.2(C 5.¢
$8.35 1,73 8.3t 6.3 — — —
$13.00 - $15.50 50C 14.8: 6.8 14 13.0( 6.5
6,551 ¢ 5.4t 5.8 309 ¢  20¢ 5.2

The aggregate intrinsic value of stock options eised during each of the three months ended Septedih 2014 and 2013 was $1.4
million and less than $0.1 million , respectivelfhe aggregate intrinsic value of stock options eised during each of the nine months ended
September 30, 2014 and 2013 was $9.1 million andl $dlion , respectively. The total fair value stbck options vested during each of the
three months ended September 30, 2014 and 2018 &snillion and $0.5 million , respectively. Thadl fair value of stock options vested
during each of the nine months ended Septembe2(308, and 2013 was $1.3 million and $1.1 millioespectively. As of September 30, 2014
total unrecognized stock-based compensation expadgested for estimated forfeitures, related tzlsptions was $14.5 million , which the
Company expects to recognize over the next 3.Xyear
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Q2 HOLDINGS, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S (unaudited)
(in thousands, except per share amounts and unlestherwise indicated)

9. Income Taxes

In accordance with applicable accounting guidatitejncome tax provision for the three and nine thq@eriods ended September 30,
2014 is based on the estimated annual effectiveataxfor fiscal year 2014. The estimated effectaserate may be subject to adjustment in
subsequent quarterly periods as the estimatestdpincome for the year, along with other iteret thay affect the rate, change.

For each of the three and nine month periods eBéptember 30, 2014 , the Company's provision farire taxes reflected an effective
tax rate of approximately 0.3% , and for each efttiree and nine month periods ended Septemb&038,the Company's provision for
income taxes reflected an effective tax rate ofeximately 0.3% . For the three and nine monthsedrBeptember 30, 2014 and 2013, the
Company's effective tax rate was lower than the t&&eral statutory rate primarily due to changeist valuation allowance.

The Company has significant deferred tax assedsaéto its net operating loss carryforwards ardtadits and has provided a valuation
allowance for the full amount of its deferred tasets, as it is not more likely than not that anyre benefit from deductible temporary
differences, net operating loss carryforwards, tandcredit carryforwards will be realized. This essment requires judgment as to the
likelihood and amounts of future taxable incomedyjurisdiction.

To date, the Company has provided a full valuatibmwance against its deferred tax assets asiéuss the objective and verifiable
evidence of its historical pretax net losses oujiweiany positive evidence of its forecasted futasellts. Although the Company believes that
its tax estimates are reasonable, the ultimateeésermination involves significant judgment thasigject to audit by tax authorities in the
ordinary course of business. The Company will cargito monitor the positive and negative evideaod, it will adjust the valuation allowan
as sufficient objective positive evidence becomaslable.

The Company had no unrecognized tax benefits &epfember 30, 2014 . The Company's tax years 20@0gh 2013 remain open to
examination by the major taxing jurisdictions toigththe Company is subject. However, the Compampicurrently under examination by
any taxing jurisdiction.

10. Discontinued Operations

On March 1, 2013, the Company distributed all &f shares of a subsidiary to the Company's stockheid a spin-off. However, since
all shares of the subsidiary were distributed i6®0he Company's condensed consolidated statemwfeoperations and comprehensive loss
and statements of cash flows have been presenstbwo the discontinued operations of the subsidiaparately from continuing operations
for all periods presented. Since the transactios bedween entities under common control, the Bistion of the shares of the subsidiary did
not result in a gain or loss on distribution awdts recorded at historical carrying values.
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Item 2. Management's Discussion and Analysis of Famcial Condition and Results of Operations
Special Note Regarding Forward-Looking Statements

This quarterly report on Form 10-Q contains forwdabking statements that are based on our managésnagitefs and assumptions ¢
on information currently available to our managemérhe statements contained in this quarterly répor Form 10-Q that are not purely
historical are forward-looking statements withiretmeaning of the Private Securities Litigation Refé\ct of 1995, Section 27A of the
Securities Act of 1933, as amended, or the Seesitct, and Section 21E of the Securities Exchawogef 1934, as amended, or the Exchang
Act. You can identify these statements by words asiCanticipates,” "believes," "can," "continuégbuld," "estimates," "expects," "intend:
"may," "plans,” "seeks," "should,"” "will," "stratgg' "future," "likely," or "would" or the negativef these terms or similar expressions. These
statements are not guarantees of future performanckevelopment and involve known and unknown rigksertainties and other factors that
are in some cases beyond our control. All of omvérd-looking statements are subject to risks andautainties that may cause our actual
results to differ materially from our expectatiofsctors that may cause such differences includeale not limited to, the risks described
under "Risk Factors" in this Form 10-Q and thosscdissed in other documents we file with the Séesidind Exchange Commission, or the
SEC.

Given these risks and uncertainties, you shouldotaate undue reliance on these forward-lookingestegnts. Also, forward-looking
statements represent our management's beliefs ssuhgtions only as of the date of this quarterhoreon Form 10-Q. You should read this
quarterly report on Form 10-Q completely and witle understanding that our actual future results rhaymaterially different from what we
expect. We hereby qualify our forward-looking stadats by these cautionary statements. Except asreedpy law, we assume no obligation
to update these forward-looking statements publmiyto update the reasons actual results coultediinaterially from those anticipated in
these forward-looking statements, even if new médion becomes available in the future.

The following discussion and analysis of our firiahcondition and results of operations should kad in conjunction with our interim
condensed consolidated financial statements aradegéelnotes included elsewhere in this quarterlyorepn Form 10-Q and in our other SEC
filings, including the audited consolidated finaglcstatements included in our prospectus filed parg to Rule 424(b) under the Securities
with the SEC on March 20, 2014, related to ouriahipublic offering, or IPO.

Overview

We are a leading provider of secure, cloud-basedalibanking solutions. We enable regional androomity financial institutions, or
RCFIs, to deliver a robust suite of integratedudattbanking services and engage more effectivelly thieir retail and commercial account
holders who expect to bank anytime, anywhere anahgrdevice. Our solutions are often the most feagjpoint of interaction between our
RCFI customers and their account holders. As swelpurpose-built our solutions to deliver a comipgll consistent user experience across
digital channels and drive the success of our coste by extending their local brands, enabling ompd account holder retention and creating
incremental sales opportunities.

The effective delivery and management of secureaaivdnced virtual banking solutions in the com@eg heavily-regulated financial
services industry require significant resourcessqanel and expertise. We provide virtual bankiolgtions that are designed to be highly
configurable, scalable and adaptable to the sjpendfeds of our RCFI customers. Our solutions detivaccount holders a unified virtual
banking experience across online, mobile, voicetabtkt channels by leveraging a common platforat ititegrates our solutions with each
other and with our customers' other internal aivditparty systems. In addition, we design our sohg and our data center infrastructure to
comply with stringent security and technical regjolas applicable to financial institutions and &deguard our customers and their account
holders through features such as real-time riskfend analytics.

We deliver our solutions to the substantial majooit our customers using a software-as-a-servic€aaS, model under which our
customers pay subscription fees for the use obolutions. A small portion of our customers host salutions in their own data centers under
term license and maintenance agreements. Our castdrave numerous account holders, and those adooldiers can represent one or more
registered users on our solutions. We price owrtigwnls based on the number of solutions purchagedibcustomers and the number of
registered users utilizing our solutions. We eatdit#onal revenues based on the number off@lf-and certain other transactions that regis
users perform on our virtual banking solutionsxness of the levels included in our standard sitson fee. As a result, our revenues grov
our customers buy more
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solutions from us and increase the number of regadtusers utilizing our solutions and as thosesuserease their number of transactions on
our solutions.

We have achieved significant growth since our itioep During each of the past three years, ouragenumber of registered users per
installed customer has grown, and we have beent@alskell additional solutions to existing custom&sr revenues per installed customer and
per registered user vary period-to-period basetherength and timing of customer implementatiamsnges in the average number of
registered users per customer, sales of additgwiations to existing customers, changes in thebmurof transactions on our solutions by
registered users and variations among existingpmests and new customers with respect to the mpuathased solutions and related pricing.

We believe we have a significant opportunity totoare to grow our business, and we intend to ingesbss our organization to increase
our revenues and improve our operating efficiendiégse investments will increase our costs orbaolate dollar basis, but the timing and
amount of these investments will vary based onrdle at which we expect to add new customers nipdeimentation and support needs of our
customers, our software development plans, ountdolyy infrastructure requirements and the intengadds of our organization. Many of th
investments will occur in advance of our realizary resultant benefit which may make it difficdtdetermine if we are effectively allocating
our resources.

If we are successful in growing our revenues byeasing the number and scope of our customeragakdtips, we anticipate that greater
economies of scale and increased operating leveviigenprove our margins over the long term. Weahnticipate that increases in the
number of registered users for existing customdismprove our margins. However, we do not havg aantrol or influence over whether
account holders elect to become registered usersrafustomers' virtual banking services.

We sell our solutions primarily through our profiessl sales organization. Our target market of d86500 RCFIs is well-defined as a
result of applicable governmental regulations. Assult, we are able to effectively concentratesales and marketing efforts on these readily
identifiable financial institutions. We intend tddisales representatives for both banks and areitins across the U.S. We also expect to
increase our number of sales support and markpgrgpnnel, as well as our investment in marketiitgatives designed to increase awarenes:
of our solutions and generate new customer oppitiean

We seek to help our RCFI customers succeed by d¢irgyadvanced virtual banking solutions that allmw customers to distinguish
themselves from competing financial institutionsl ¥etter engage with their account holders. Weshbelithat we successfully compete in our
market due to our deep domain expertise, reputédioimnovation and the quality, breadth and in&ign of our solutions and common
platform. We have made significant investments, iatehd to increase investments, in technologywation and software development as we
enhance our solutions and platform and increassmand the number of solutions that we offer to R@hd their account holders.

We believe that delivery of consistent, high-qyatiistomer support is a significant driver of R@EFchasing and renewal decisions. To
develop and maintain a reputation for high-quadiéyvice, we seek to build deep relationships withaustomers through our customer service
organization, which we staff with personnel who m@tivated by our common mission of using techngltmghelp RCFIs succeed and who are
knowledgeable with respect to the regulated andpdexmature of the financial services industry.wesgrow our business, we must continue
to invest in and grow our services organizatiosupport our customers' needs and maintain our agput

On March 25, 2014, we completed our IPO of 7,760 @Tares of common stock at a price of $13.00 lperes before underwriting
discounts and commissions, and on April 2, 2014wrapleted the sale of an additional 1,164,131 shaffeur common stock, at a price of
$13.00 per share, before underwriting discountscamdmissions, as a result of the underwriters'@serof their over-allotment option to
purchase additional shares. We sold 7,414,131df shares, and existing stockholders sold an agtged 1,510,870 of such shares. The IPC
generated net proceeds to us of approximately $&6lidn, after deducting $10.1 million in undentimig discounts and commissions and
offering costs, which have been recorded agaimspthceeds received from the IPO. We did not recany proceeds from the sale of share
the selling stockholders in the IPO.

There have been no material changes in the plamsedf proceeds from our IPO from that describatiénfinal prospectus filed with the
SEC pursuant to Rule 424(b) on March 20, 2014. Wigortion of the proceeds of the IPO, we repajat@aamately $6.2 million of our
outstanding indebtedness under our credit faaiith Wells Fargo Bank, National Association, or ditd-acility.
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Key Operating Measures

In addition to the GAAP measures described beloiivianagement's Discussion and Analysis of Finar€@idition and Results of
Operations—Components of Operating Results," weitoothe following operating measures to evaluatangh trends, plan investments and
measure the effectiveness of our sales and magketiarts:

Installed Customer:

We define installed customers as the number obawsts from which we are currently recognizing rexes The average size of our
installed customers, measured in both registeresyser installed customer and revenues per iadtalistomer, has increased over time as ol
existing installed customers continue to add regést users and buy more solutions from us, andeasdd larger RCFIs to our installed
customer base. The rate at which we add installstbmers varies based on our implementation capdcé size and unique needs of our
customers and the readiness of our customers temngnt our solutions. We had 334, 299 and 249liadtaustomers as of December 31,
2013, 2012 and 2011, respectively.

Registered User

We define a registered user as an individual rdlagean account holder of an installed customer hd®registered to use one or more of
our solutions and has current access to use tlohsoss as of the last day of the reporting pepoglsented. We price our solutions based on
the number of registered users, so as the numbregistered users of our solutions increases,exanues grow. Our average number of
registered users per installed customer grows eeasting customers add more registered useraamee add larger RCFIs to our installed
customer base. We anticipate that the number @ftergd users will grow at a faster rate than aumiper of installed customers. The rate at
which our customers add registered users and thenrental revenues we recognize from new regisigsers vary significantly period-to-
period based on the timing of our implementatiohsew customers and the timing of registration @fvrusers. Our installed customers had
approximately 3.1 million, 2.4 million and 1.1 nidlh registered users as of December 31, 2013 , 20d2011 , respectively. Registered user
at September 30, 2014 were 4.1 million compare®i@anillion at September 30, 2013 .

Revenue Retention Ra

We believe that our ability to retain our installagstomers and expand their use of our productsarndces over time is an indicator of
the stability of our revenue base and the lterga value of our customer relationships. We assesperformance in this area using a metric
refer to as our revenue retention rate. We calewdat revenue retention rate as the total reveinugsalendar year from customers who were
installed customers as of December 31 of the ygar, expressed as a percentage of the total reseturing the prior year from those insta
customers. Our revenue retention rate provideghiénto the impact on current year revenues ohtlmaber of new customers implemented
during the prior year, the timing of our implemeita of those new customers in the prior year, ghow the number of registered users and
changes in their usage of our solutions, salegwfproducts and services to our existing instatiestomers during the current year and
customer attrition. The most significant driverscbnges in our revenue retention rate each year Hiatorically been the number of new
customers in the prior year and the timing of aaplementation of those new customers. The timingusfimplementation of new customer:
the prior year is significant because we do nat s&zognizing revenues from new customers ungythecome installed customers. If
implementations are weighted more heavily in th& for second half of the prior year, our reveretention rate will be lower or higher,
respectively. Our revenue retention rate was 12886% and 126% for the years ended December 31, 2208 and 2011 , respectively.

Churn

We utilize churn to monitor the satisfaction of @lients and evaluate the effectiveness of ourrtass strategies. We define churn as the
amount of any monthly recurring revenue lossestduweistomer cancellations and downgrades, net@fages and additions of new solutions,
during a year, divided by our monthly recurringepue at the beginning of the year. Cancellatiofes te customers that have either stopped
using our services completely or remained a custdmeterminated a particular service. Downgradesaaresult of customers taking less of a
particular service or renewing their contract figntical services at a lower price. We had annliatrcof 3.5%, 3.6% and 5.4% for the years
ended December 31, 2013, 2012 and 2011 , resphctur use of churn has limitations as an anadytiool, and investors should not
consider it in isolation. Other companies in ouwfustry may calculate churn differently, which redsiits usefulness as a comparative measur
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Adjusted EBITDA

We define adjusted EBITDA as net loss before degtien, amortization, loss from discontinued opierad, stock-based compensation,
provision for income taxes, total other expensg, uneoccupied lease charges and disposal of lmegHassets. We believe that adjusted
EBITDA provides useful information to investors amttiers in understanding and evaluating our opegagsults for the following reasons:

» adjusted EBITDA is widely used by investors aedurities analysts to measure a company's opgiatiriormance without regard to
items that can vary substantially from companyampany depending upon their financing, capitalctnes and the method by whi
assets were acquired;

e our management uses adjusted EBITDA in conjonatiith GAAP financial measures for planning pugmsn the preparation of our
annual operating budget, as a measure of our apg@trformance, to assess the effectiveness dfusiness strategies and to
communicate with our board of directors concerrangfinancial performance;

» adjusted EBITDA provides more consistency anugarability with our past financial performance;ifitates period-to-period
comparisons of our operations and also facilitatesparisons with other companies, many of whichsirséar non-GAAP financial
measures to supplement their GAAP results; and

« ourinvestor and analyst presentations includeste§LEBITDA as a supplemental measure of our oveparating performanc

Adjusted EBITDA should not be considered as arrméiive to net loss or any other measure of firelmmrformance calculated and
presented in accordance with GAAP. The use of &eljluSBITDA as an analytical tool has limitationgsas:

» depreciation and amortization are non-cash @wr@and the assets being depreciated or amortiileaften have to be replaced in the
future and adjusted EBITDA does not reflect casjuiements for such replacements;

« adjusted EBITDA may not reflect changes in, or a&sjuirements for, our working capital needs ornti@riual commitment
» adjusted EBITDA does not reflect the potentiailtive impact of stocksased compensatic
» adjusted EBITDA does not reflect interest or tayrpants that could reduce cash available for usd

» other companies, including companies in our &gy might calculate adjusted EBITDA or similatifed measures differently, which
reduces their usefulness as comparative measures.

Because of these and other limitations, you shoaitsider adjusted EBITDA together with our GAAPditial measures including cash
flow from operations and net loss. The followingleapresents a reconciliation of net loss to adui&BITDA for each of the periods indicated
(in thousands):

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013

Reconciliation of net loss to adjusted EBITDA:

Net loss $ (4,625 $ (5,179 $ (14879 $ (11,376
Depreciation and amortization 1,092 80¢ 3,122 2,071
Stock-based compensation expense 1,101 412 3,08 1,122
Loss from discontinued operations, net of tax — — — 19¢
Provision for income taxes 18 14 51 33
Interest (income) expense, net 82 17C 40¢ 337
Unoccupied lease charges — 88 — 23€

Adjusted EBITDA $ (233) $ (368) $ (8200 $ (7,379
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Components of Operating Results
Revenue:

All of our revenue-generating activities directglate to the sale, implementation and support oSolutions within a single operating
segment. We derive the substantial majority ofrewenues from subscription fees for the use ofsolrtions hosted in our data centers as we
as revenues for implementation and customer sugpovices related to our solutions. A small portddiour customers host our solutions in
their own data centers under term license and era@mce agreements, and we recognize the corresigoradienues over the term of those
customer agreements.

Subscription fees are based on the number of sakippurchased by our customers, the number ofteegisusers and the number of bill-
pay and certain other transactions those useraucbnding our solutions in excess of the leveltuished in our standard subscription fee.
Subscription fees are billed and recognized mortkiBr the term of our customer agreements. Thialitérm of our customer agreements
averages over five years, although it varies byatnsr. We begin recognizing subscription fees enddite a solution is implemented and mad
available to the customer. The timing of our impéstations vary period-to-period based on our imgletation capacity, the number of
solutions purchased by our customers, the sizeinitgie needs of our customers and the readinesg @ustomers to implement our solutic
We recognize any related implementation servicesmees ratably over the initial agreement termioggg on the date we commence
recognizing subscription fees. Amounts that hawenbrvoiced but not paid are recorded in accoweusivable and in revenues or deferred
revenues, depending on whether our revenue redmgieititeria have been met.

We consider subscription fees to be fixed or deitgaibie unless the fees are subject to refund arsadent or are not payable within our
standard payment terms. In determining whetheectitin of subscription fees is reasonably asswredsonsider financial and other
information about customers, such as a customersrt credit-worthiness and payment history oiraet Historically, our bad debt expenses
have not been significant.

Cost of Revenues

Cost of revenues is comprised primarily of salasied other personnel-related costs, including eygadenefits, bonuses and stock-
based compensation, for employees providing sesviweur customers. This includes the costs ofraptementation, customer support, data
center and customer training personnel as wellraslassification of costs related to researchadeelopment personnel who perform
implementation and customer support services. Gfagvenues also includes the direct costs ofgall-and other third-party intellectual
property included in our solutions, the amortizatad deferred solution and services costs, co-londacility costs and depreciation of our date
center assets, an allocation of general overhestd end referral fees. We allocate general overbgpenses to all departments based on the
number of employees in each department, which wsider to be a fair and representative means atation.

The amount of research and development costs s#f@aisto cost of revenues was $0.5 million andi$illion for the three months
ended September 30, 2014 and 2013 , respectivedywas $1.3 million and $1.2 million for the nin@mths ended September 30, 2014 and
2013, respectively.

We capitalize certain personnel costs directlyteeldo the implementation of our solution to thée@x those costs are considered to be
recoverable from future revenues. We amortize tiséscfor a particular implementation once revemoegnition commences, and we amortize
those implementation costs over the remaining @frthe customer agreement. Other costs not direetgverable from future revenues are
expensed in the period incurred. We capitalizedémgntations costs in the amount of $1.2 milliod &0.9 million for thehree months ende
September 30, 2014 and 2013, respectively, ar@iriBlion and $2.6 million for the nine months eddgeptember 30, 2014 and 2013,
respectively.

We intend to continue to increase our investmantaur implementation and customer support teamgexithology infrastructure to

serve our customers and support our growth. Weaqusst of revenues to continue to grow in absddioiéars as we grow our business but to
fluctuate as a percentage of revenues based pihcgn the level and timing of implementation awpport activities and other related costs.
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Operating Expenses

Operating expenses consist of sales and marke&esgarch and development and general and admiiistexpenses. We intend to
continue to hire new employees and make other imesss to support our anticipated growth. As altesie expect our operating expenses to
increase in absolute dollars but to decrease ascaiptage of revenues over the long term as we guowusiness.

Sales and Marketing

Sales and marketing expenses consist primarilglafies and other personmelated costs, including commissions, benefitsulses an
stock-based compensation. Additional expensesertdaadvertising, lead generation, promotional epeograms, corporate communications,
travel and allocated overhead.

Sales and marketing expenses as a percentag@lafee¢nues will change in any given period basedaveral factors including the
addition of newly-hired sales professionals, thenbar and timing of newly-installed customers areldmount of sales commissions expense
amortized related to those customers. Commissiangenerally capitalized and then amortized ovelife of the customer agreement.

Sales and marketing expenses are also impactdukliyriing of significant marketing programs sucltoasannual user conference wh
we typically hold during the second quarter. Wengilacontinue investing in sales and marketingrwyeasing our number of sales and
marketing personnel and expanding our sales anketiiag activities. We believe these investments$ élp us build brand awareness, add
new customers and expand sales to our existingmgss as they continue to buy more solutions frepthe number of registered users
utilizing our solutions grows and those users iaseethe number of transactions on our solutions.

Research and Development

We believe that continuing to improve and enhangesolutions is essential to maintaining our reparafor innovation and growing our
customer base and revenues. Research and develogxpenses include salaries and personnel-relagd,dncluding benefits, bonuses and
stock-based compensation, third-party contractpesges, software development costs, allocated eadraind other related expenses incurrec
in developing new solutions and enhancing exissioigtions. Research and development expenses peased as incurred. To date, software
development costs eligible for capitalization hawe been significant. Accordingly, we have not talfied any software development costs,
and we do not anticipate capitalizing any suchswsthe foreseeable future.

General and Administrative

General and administrative expenses consist piliynafrsalaries and other personnel-related costduding benefits, bonuses and stock-
based compensation, of our administrative, finaammeaccounting, information systems, legal and hureaources employees. Additional
expenses include consulting and professional feesrance and travel. We expect our general andrasinative expenses to increase as a
result of our operating as a newly public compdrhese expenses will include costs to comply witttia 404 of the Sarbanes-Oxley Act of
2002, or the Sarban@&xley Act, and other regulations governing pubbienpanies, increased costs of directors' and offidiability insurance
increased professional services expenses andassisiated with enhanced investor relations aietsvit

Unoccupied Lease Charges

Unoccupied lease charges include costs relatdtbtedrly exit from our previous headquarters fggipartially offset by anticipated
sublease income from that facility.

Total Other Expense, Net

Total other expense, net, consists primarily afiiest income and expense. We earn interest incomerccash, cash equivalents and
investments, and expect interest income to incrdasdo the increase in our cash, cash equivadentsnvestments as a result of our IPO.
Interest expense consists primarily of the inteiresirred on outstanding borrowings under our Gredcility. We expect interest expense to
decrease in future periods as we have utilizedrigmoof the proceeds from our IPO to pay down gipo of our Credit Facility.
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Provision for Income Taxe:!

As a result of our current net operating loss pasjtincome tax expenses consist primarily of stateme taxes. We incurred minir
state income taxes for each of the three and norghs ended September 30, 2014 and 2013 .

Results of Operations
Condensed Consolidated Statements of OperationsaDat

The following table sets forth our condensed cddatéd statements of operations data for eacheopéhniods indicated (in thousands):

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013
Revenues $ 2098 $ 14,32F % 56,981 $ 41,20
Cost of revenue®® 12,14 9,167 33,18¢ 25,38:
Gross profit 8,84¢ 5,15¢ 23,79¢t 15,82:
Operating expenses:
Sales and marketirig 5,642 4,59¢ 17,18 11,79
Research and developméht 3,15¢ 2,25¢ 8,67¢ 6,271
General and administratiy@ 4,57¢ 3,201 12,35( 8,31¢
Unoccupied lease charges — 88 — 23¢
Total operating expenses 13,37: 10,15 38,21: 26,62¢
Loss from operations (4,52Y) (4,99 (14,41% (10,807
Total other expense, net (82 (270 (40¢) (337)
Loss before income taxes (4,607 (5,165 (14,827 (11,149
Provision for income taxes (18) (29 (51 (33
Loss from continuing operations (4,625 (5,179 (14,879 (11,179
Loss from discontinued operations, net of ax — — — (199
Net loss $ (4,625 $ (5,279 $ (14,879 $ (11,379
@ Includes reclassified costs of research and dewaop personnel who performed certain implementatioh customer support services as follows (in
thousands):
Three Months Ended September
30, Nine Months Ended September 3(
2014 2013 2014 2013
Research and development costs reclassified istoofoevenues $ 517 $ 43z $ 1,298 % 1,24¢
@ Includes stockbased compensation expenses as follows (in thos}s
Three Months Ended September
30, Nine Months Ended September 3(
2014 2013 2014 2013
Cost of revenues $ 15¢ $ 7C % 43z $ 192
Sales and marketing 18¢ 81 545 18C
Research and development 131 64 36C 18¢
General and administrative 622 197 1,752 561
Total stock-based compensation expenses $ 1101 $ 41z % 3081 $ 1,122

@ We previously had a subsidiary which we fully diseesin March 2013. Loss from discontinued operajaret of tax, reflects the financial results aéth
divested subsidiary.
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The following table sets forth our condensed cddatéd statements of operations data as a pereeotagvenues for each of the perir

indicated:

Revenues

Cost of revenue®®

Gross profit

Operating expenses:
Sales and marketirig
Research and developméht
General and administrative
Unoccupied lease charges

Total operating expenses

Loss from operations

Total other expense, net

Loss before income taxes

Provision for income taxes

Loss from continuing operations

Loss from discontinued operations, net of ®x

Net loss

Three Months Ended September 3(

Nine Months Ended September 3(

2014 2013 2014 2013
100.0 % 100.0 % 100.0 % 100.0 %
57. 64.C 58.2 61.€
42.1 36.C 41.€ 38.4
26.¢ 32.1 30.2 28.€
15.C 15.€ 15.2 15.2
21.¢ 22.4 21.7 20.2
— 0.€ — 0.€
63.7 70.¢ 67.1 64.€
(21.6) (34.9) (25.9) (26.2)
(0.4) 1.2) ©.7) 0.8
(22.0) (36.1) (26.0) (27.0
(0.2) (0.2) (0.2) (0.2)
(22.1) (36.2) (26.1) (27.1)
— — — (0.5)
(22.% (36.2% (26.1)% (27.6%

@ Includes reclassified costs of research and dewsdop personnel who performed certain implementagith customer support services as

follows:

Research and development costs reclassified irsioodmevenues

@ Includes stockased compensation expenses as foll

Cost of revenues

Sales and marketing
Research and development
General and administrative

Total stock-based compensation expenses

®  We previously had a subsidiary which we fully ditegsin March 2013.

results of this divested subsidiary.

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013
2.5% 3.C% 2.2% 3.C%

Three Months Ended September

30, Nine Months Ended September 3(
2014 2013 2014 2013
0.8% 0.5% 0.8% 0.5%
0.¢ 0.€ 1.C 0.4
0.€ 04 0.€ 0.t
3.C 14 3.1 14
5.2% 2.% 5.5% 2.8%

Loss from discontinued operatjoret of tax reflects the financial
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Comparison of Three and Nine Months Ended Septembe30, 2014 and 2013
Revenue:

The following table presents our revenues for exdhe periods indicated (dollars in thousands):

Three Months Ended September Nine Months Ended September
30, Change 30, Change
2014 2013 $ (%) 2014 2013 $ (%)
Revenues $ 20,98¢ $ 14,32 $ 6,66/ 46.5% $ 56,98. $ 41,200 $ 15,77¢ 38.2%

Three Months Ended September 30, 2014 Comparelkée Months Ended September 30, 20R8venues increased by $6.7 millicor
46.5% , from $14.3 million for the three months etdd&eptember 30, 2013 to $21.0 million for theehrenths ended September 30, 2014 .
$5.5 million of this increase was generated froendhowth in new registered users from existingausgtrs and the addition of registered users
from new installed customers. The remaining $1 oniof increase was generated from increasesemumber of transactions processed
using our solutions. In particular, the numberegfistered users on our solutions increased frorm8lidn at September 30, 201340l million
at September 30, 2014 .

Nine Months Ended September 30, 2014 Comparedi®Months Ended September 30, 20R8venues increased by $15.8 million , or
38.3% , from $41.2 million for the nine months edd@eptember 30, 2013 to $57.0 million for the mmanths ended September 30, 2014 .
$12.9 millionof this increase was generated from the growtteim registered users from existing customers andddéion of registered use
from new installed customers. The remaining $2 Mioniof increase was generated from increasesemumber of transactions processed
using our solutions. In particular, the numberegfistered users on our solutions increased frorm3lidn at September 30, 201340l million
at September 30, 2014 .

Cost of Revenues

The following table presents our cost of revenwesfch of the periods indicated (dollars in thoadsy:

Three Months Ended September 3( Change Nine Months Ended September 30, Change
2014 2013 $ (%) 2014 2013 $ (%)
Cost of revenues $ 12,14: $ 9,167 $ 2,97¢ 32.5% $ 33,18¢ $ 25,38: $ 7,80¢ 30.7%
Percentage of
revenues 57.% 64.(% 58.2% 61.€%

Three Months Ended September 30, 2014 Compareltréz Months Ended September 30, 20@8st of revenues increased by $3.0
million , or 32.5% , from $9.2 million for the theamonths ended September 30, 2013 to $12.1 mfthothethree months ended September
2014 . This increase was attributable to a $1.1lianiincrease in personnel costs due to an incrieethee number of personnel who provide
implementation and customer support and maintairdata centers and other technical infrastruce®).9 million increase in direct costs
related to bill-pay transaction processing and motthied-party intellectual property included in asolutions which was related to the increase i
registered users from existing customers and ttre@se in registered users from new customersransctions processed on our solutions, a
$0.4 million increase in co-location facility costsd depreciation of our data center assets regutbm the increased infrastructure necessary
to support our growing customer base, a $0.2 millicrease in facilities and other overhead castd,a $0.2 million increase in partner
referral fees which was related to the increasewenue generated by customers subject to refegraements.

Nine Months Ended September 30, 2014 Comparechi»Months Ended September 30, 20C8st of revenues increased by $7.8
million , or 30.7% , from $25.4 million for the rermonths ended September 30, 2013 to $33.2 mfitiothenine months ended September
2014 . This increase was attributable to a $3.Hanilncrease in personnel costs due to an incrieaethe number of personnel who provide
implementation and customer support and maintairdata centers and other technical infrastructu&l.9 million increase in direct costs
related to bill-pay transaction processing and wotthied-party intellectual property included in aolutions which was related to the increase i
registered users from existing customers and tre&se in registered users from new customersransiactions processed on our solutions, a
$1.8 million increase in co-location facility costsd depreciation of our data center assets regdtbm the increased infrastructure necessary
to support our growing customer base, a $0.5 millicrease in partner referral fees which was edl#d the increase in revenue generated by
customers subject to referral agreements, and3arillion increase in facilities and other overheadts.
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We defer certain payroll costs directly relatedh® implementation of our solutions to the extéioise costs are considered to be
recoverable from future revenues. However, a sahatgortion of our implementation costs are rigible for deferral and, as a result, are
expensed in the period incurred. Costs relatethfddmentations that have been deferred are amamizer the same period in which the
related revenue is recognized. Additionally, weested in personnel, business processes and syistieassructure to standardize our business
processes and drive future efficiency in our impatations, customer support and data center opesatiVe expect these investments in
capacity and process improvement to provide oppii#s for future expansion of our gross marginvasbegin to achieve economies of scale.

Operating Expenses
The following tables present our operating expeifsesach of the periods indicated (dollars in thands):

Sales and Marketing

Three Months Ended September 3( Change Nine Months Ended September 30, Change
2014 2013 $ (%) 2014 2013 $ (%)
Sales and marketing $ 564: $ 459¢ $ 1,04: 22.7% $ 17,18 $ 11,797 $ 5,38¢ 45.7%
Percentage of
revenues 26.9% 32.1% 30.2% 28.6%

Three Months Ended September 30, 2014 Comparelré® Months Ended September 30, 20%8les and marketing expenses incre
by $1.0 million , or 22.7% , from $4.6 million ftine three months ended September 30, 2013 to #i8i6fior the three months ended
September 30, 2014 . This increase was primatitipatable to a $1.0 million increase in persorougts due to the growth of our sales and
marketing organizations, and a $0.1 million incee@stravel and entertainment costs due to increasgloyee travel to attract new customers
and efforts to support our sales and marketingptinies. These increases were offset by a $0.1omilecrease in recruiting expenses. We
anticipate that sales and marketing expenses auitlicue to increase in absolute dollars in therfuas we add personnel to support our rev
growth and as we increase discretionary marketiegd to attract new customers, retain and growiegisustomers and drive brand
awareness. We expect such expenses to declinpaasentage of our revenues over time as our resagnosy.

Nine Months Ended September 30, 2014 Comparedi®Months Ended September 30, 20%ales and marketing expenses increasec
by $5.4 million , or 45.7% , from $11.8 million ftlie nine months ended September 30, 2013 to $difli@n for the nine months ended
September 30, 2014 . This increase was primatitipatable to a $4.3 million increase in persorewdts due to the growth of our sales and
marketing organizations. Travel, recruiting andeotbmployee related expenses increased by $0.i@mille to increased employee travel to
attract new customers and efforts to support diessand marketing initiatives and our investmerttiilng new sales and marketing personnel.
Discretionary marketing spend increased by $0.8aniprimarily due to our increased advertisingoet$ to drive brand awareness and our
expanded marketing efforts to attract new custorapdsretain and grow existing customers, whichuidetl a $0.1 million increase in costs
incurred as a result of the growth in our annuigintlconference. Sales and marketing expensesaseeoy $0.2 million due to an increase in
facilities and other overhead costs which werecalled to the increased personnel in our sales ankieting departments.
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Research and Development

Three Months Ended September 3( Change Nine Months Ended September 30, Change
2014 2013 $ (%) 2014 2013 $ (%)
Research and
development $ 3,158 % 2,25¢  $ 89¢ 39.7% $ 8,67¢ % 6,277 $ 2,401 38.2%
Percentage of
revenues 15.(% 15.8% 15.2% 15.2%

Three Months Ended September 30, 2014 Comparelkée Months Ended September 30, 20R8search and development expenses
increased by $0.9 million , or 39.7% , from $2.3liom for the three months ended September 30, 20%3.2 million for the three months
ended September 30, 2014 . This increase was pigratributable to a $0.8 million increase in pamael costs as a result of the growth in our
research and development organization for contimmincements to our solutions and a $0.1 milliereiase in facilities and other overhead
costs.

Nine Months Ended September 30, 2014 Comparedi® Months Ended September 30, 20R8search and development expenses
increased by $2.4 million , or 38.3% , from $6.3liom for the nine months ended September 30, 26188.7 million for the nine months
ended September 30, 2014 . This increase was piyratributable to a $2.3 million increase in pamael costs as a result of the growth in our
research and development organization for contimmincements to our solutions and a $0.1 milliereiase in facilities and other overhead
costs.

General and Administrative

Three Months Ended September 3( Change Nine Months Ended September 30, Change
2014 2013 $ (%) 2014 2013 $ (%)
General and
administrative $ 457 % 3,200 $ 1,36 42€% $ 12,35( $ 8,31t $ 4,03Z 48.5%
Percentage of
revenues 21.8% 22.4% 21.7% 20.2%

Three Months Ended September 30, 2014 Comparelkée Months Ended September 30, 20G8neral and administrative expenses
increased by $1.4 million , or 42.6% , from $3.2liom for the three months ended September 30, 20%31.6 million for the three months
ended September 30, 2014 . The increase in gaaedadministrative expenses was primarily attriblgtéo a $1.0 million increase in
personnel costs to support the growth of our bissin€he remaining increase was attributable to.2®lion increase in corporate insurance
expense due to our recent initial public offeriags0.1 million increase in information technologiesl other corporate expenses associated
with our continued efforts to enhance and improweioformation infrastructure, and a $0.1 milliorciease in executive travel associated witt
developing and improving relations with the investommunity. We anticipate that general and adrratise expenses will increase in
absolute dollars in the future as a result of bangra public company. General and administratiyeegses include costs to comply with
Section 404 of the Sarbanes-Oxley Act and otharlagigns governing public companies, increasedscoftlirectors' and officers' liability
insurance, and increased professional servicemegpeand costs associated with enhanced invettions activities. We expect such
expenses to decline as a percentage of our revereesime as our revenues grow.

Nine Months Ended September 30, 2014 Comparedi®Months Ended September 30, 20G&neral and administrative expenses
increased by $4.0 million , or 48.5% , from $8.3liom for the nine months ended September 30, 20183.2.4 million for the nine months
ended September 30, 2014 . The increase in gaaedadministrative expenses was primarily attriblgtéo a $3.3 million increase in
personnel costs to support the growth of our bissin€he remaining increase was attributable to.@i®lion increase in corporate insurance
expense due to our recent initial public offerimgl@ $0.2 million increase in executive travel agged with developing and improving
relations with the investor community, all of whialere partially offset by a decrease of $0.1 millio professional services expense as we
have hired fewer outside consultants as our geaedhbdministrative personnel has increased.
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Seasonality and Quarterly Resul

Our overall operating results fluctuate from quartequarter as a result of a variety of factans|uding the timing of investments in
growing our business. The timing of our implemeptatctivities and corresponding revenues from nestomers are subject to fluctuation
based on the timing of our sales. Sales may tebe tower in the first quarter of each year thaaubsequent quarters but any resulting impac
on our results of operation has been difficult teasure due to the timing of our implementationsaratall growth in our business. The timi
of our implementations also vary period-to-peri@ddd on our implementation capacity, the numbephbiftions purchased by our customers,
the size and unique needs of our customers ang#aeness of our customers to implement our salati@ur solutions are often the most
frequent point of interaction between our custonagis their account holders. As a result, we anccastomers are very deliberate and careful
in our implementation activities to help ensuraiecessful rolleut of the solutions to account holders and in@éhs registration of new use
Unusually long or short implementations, for evesmaall number of customers, may result in shoritquarterly variability in our results of
operations.

Our quarterly results of operations may vary sigaiitly in the future, and period-to-period compans of our operating results may not
be meaningful and should not be relied upon asdication of future results.

Liquidity and Capital Resources
Sources of Liquidity

Since our inception, we have financed our operatfpmmarily through the proceeds from the issuafaaur preferred stock, issuance of
common stock in our IPO, borrowings under creditliides and cash flows from operations. At Septem®0, 2014 , our principal sources of
liquidity were cash, cash equivalents and investmeh$90.4 million and $22.0 million of availatderrowings under our Credit Facility.

Cash Flows

The following table summarizes our cash flows fag periods indicated (in thousands):

Nine Months Ended September 30,

2014 2013
Net cash provided by (used in):
Operating activities $ (4,25¢) $ (201)
Investing activities (22,600 (10,229
Financing activities 80,52: 22,49;
Net increase in cash and cash equivalents $ 53,66¢ $ 12,06:

Cash Flows from Operating Activities

Cash used in operating activities is primarily irgfhced by the amount and timing of customer regeiptl vendor payments and by the
amount of cash we invest in personnel and infratire to support the anticipated growth of our bess and increase the number of installed
customers.

For the nine months ended September 30, 2014naiwash and cash equivalents used in operatingtiastwere $4.3 million , which
consisted of a net loss of $14.9 million , offsgtdash inflows from changes in operating assetdiabtities of $1.0 million and non-cash
adjustments of $9.6 million . Cash inflows were tasult of a $9.1 million increase in deferred rave due to increased payments and deposi
received from customers prior to the recognitiomesienue from those related payments, a $2.5 mitliecrease in accounts receivable due to
the timing of billings at the end of the prior yeard increased collection efforts, and a net chamgéher assets and liabilities of $0.5 million.
Cash outflows are the result of a $6.5 million @ase in deferred solution and implementation ahssto our increased customer growth and
new and existing customers undergoing implementatituring the period, a $3.4 million decrease toants payable and accrued liabilities
due to the timing of payments in support of ouranging customer base and related growth in ounteahinfrastructure, and a $1.2 million
increase in prepaid expenses and other assetscaftnitems consisted primarily of $3.2 million afi@tization of
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deferred implementation and deferred solution ahérocosts, $3.1 million of depreciation and anzation expense due to growth in our fixed
asset base, and $3.1 million of stock-based conapiensexpense.

For the nine months ended September 30, 2013naiwrash and cash equivalents used in operatingtiastwere $0.2 million , which
primarily consisted of a net loss of $11.4 milliooffset by cash inflows from changes in operatingets and liabilities of $5.6 million and non-
cash adjustments of $5.8 million . Cash inflowsenére result of a $5.7 million increase in defem@¢eenue due to increased payments and
deposits received from customers prior to the reitimyp of revenue from those related payments,.2 $#llion increase in deferred rent and
other longterm liabilities primarily due to the lease for aurrent corporate headquarters, and a net incafa&k6 million in accounts payat
and accrued liabilities due to the timing of paymseén support of our expanding customer base adateegrowth in our technical
infrastructure. Cash outflows were primarily theuk of a $4.5 million increase in deferred solntand implementation costs due to our
increased customer growth and new and existinggmests undergoing implementations during the peadtl.0 million increase in accounts
receivable, and a $0.4 million increase in pregaidenses and other assets. Non-cash items congistetily of $2.1 million of depreciation
and amortization expense due to growth in our fixssket base, $2.0 million of amortization of deférimplementation and deferred solution
and other costs, $1.1 million of stock-based corapton expense, $0.2 million of unoccupied leasggds, and $0.2 million of loss from our
discontinued operations.

Cash Flows from Investing Activities

Our investing activities have consisted primarifyparchases of investments and purchases of psoped equipment to support our
growth. Purchases of property and equipment may fvam period to period due to the timing of theparsion of our operations and data
center and other technical infrastructure.

For the nine months ended September 30, 2014casbtused in investing activities was $22.6 milli@onsisting primarily of $18.1
million for the purchase of investments, $3.8 naillifor the purchase of property and equipment,aa$i@d.7 million increase in restricted cash
for the deposit securing the lease for the expansi@ur corporate headquarters.

For the nine months ended September 30, 2013casbtused in investing activities was $10.2 milli@onsisting primarily of $10.1
million used for the purchase of property and emugpt and $0.1 million for the purchase of intelledtproperty.

Cash Flows from Financing Activities

Our financing activities have consisted primarifynet proceeds from the issuance of preferred sisskance of common stock in our
IPO, proceeds from the exercises of options tolmse common stock and payments on capital leagmbbhs as well as proceeds from, and
repayments on, our Credit Facility.

For the nine months ended September 30, 2014casbtprovided by financing activities was $80.5iomil, consisting primarily of
proceeds from the completion of our IPO, which ommtion March 25, 2014. We received $86.3 milliomét proceeds from our IPO after
deducting the payment of underwriters' discounts@mmissions and offering costs. In addition, vaslendraws of $12.5 millioan our Cred
Facility, and we received $1.0 million from the eoise of stock options, which were partially offegtpayments of $18.7 million on our Credit
Facility and $0.6 million on capital lease obliges.

For the nine months ended September 30, 2013casbtprovided by financing activities was $22.5iomil, consisting primarily 0$19.C
million in proceeds from the issuance of our Se@gzeferred stock, $6.4 million in proceeds froomrbwings on our Credit Facility, $0.3
million from the exercise of stock options, whiclene partially offset by approximately $2.7 millionpayments made on our previous credit
facility and $0.5 million in payments made on capiéase obligations.

Contractual Obligations and Commitments

During the three months ended September 30, 201ete were two material changes, as noted beloayit@ontractual obligations and
commitments disclosures as set forth under thaarapiContractual Obligations and Commitments"he Management's Discussion and
Analysis of Financial Condition and Results of Ggtiems, as reported in our prospectus filed pursteaRule 424(b) under the Securities Act
with the SEC on March 20, 2014.

On July 18, 2014, we entered into an office le@gea@ment, or the Lease, with CREF Aspen Lake Bugldli, LLC to lease approximate
70,000 rentable square feet, or the Premises, offee building to be located immediately adjacenour
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current headquarters, in order to expand our heatleys. The Lease provides for phased commencetaéeg, with commencement of the first
phase covering 55,000 rentable square feet antiziga occur on November 1, 2015, or the InitiahBeencement Date, with the remaining
space becoming available nine months thereafter.attual commencement dates are subject to tinoetpletion of the construction of the
Premises. The term of the Lease commences onitied @ommencement Date and runs 124 months, witheayear renewal option, and the
rent obligations under the Lease begin with montahts of $98,198, which escalate over the coufrtigeoLease to $160,037 per month in the
final four months of the Lease's term.

On August 11, 2014, we entered into Amendment Nurfilba® to the Credit Facility, which modified the &tiit Facility to add an
accordion feature which allows us to increase oaximum borrowings under the Credit Facility by ogs25 million, subject to certain
conditions and limitations. The amendment modified eliminated certain of our financial covenamd fees owed under the Credit Facility.
On September 5, 2014, we paid $2.0 million on thed® Facility.

Our principal commitments consist of obligationglenour outstanding Credit Facility, n@ancelable capital and operating leases re
to our facilities and equipment and minimum purehasmmitments for third-party products, co-locatiees and other product costs. The
following table summarizes our contractual obliga and commitments at September 30, 2014 (in #muls3:

Payment due by period

More Than 5
Less Than 1 Year 1to 3 Years 3to5 Years Years Total
Principal payments - line of credit $ — % — 3 46 % — 4€
Interest payments - line of credit 2 4 1 — 7
Operating lease obligations 1,91¢ 6,12¢ 6,78 14,317 29,14(
Capital lease obligations 46¢ 261 — — 72¢
Purchase commitments 4,952 7,352 3,86: 1,757 17,92
Total $ 733t % 13,747 % 10,69¢ $ 16,07 $ 47,84¢

Off-Balance Sheet Arrangements

As of September 30, 2014 , we did not have anyafénce sheet arrangements, as defined in Itenag@}(ii) of SEC Regulation S-K,
such as the use of unconsolidated subsidiariesstated finance, special purpose entities or végiatierest entities.

Critical Accounting Policies and Estimates

The preparation of our interim unaudited condertgatsolidated financial statements in accordancke GAAP requires estimates,
judgments and assumptions that affect the repar@alints and classifications of assets and liadslitievenues and expenses and the re
disclosures of contingent liabilities in our intarunaudited condensed consolidated financial seésrand accompanying notes. The SEC he
defined a company's critical accounting policiesh@sones that are most important to the portrafygie company's financial condition and
results of operations, and which require the compamake its most difficult and subjective judgrermften as a result of the need to make
estimates of matters that are inherently unceriased on this definition, we have identified thidiwing critical accounting policies and
estimates:

* Revenue recognitio

e Deferred revenue

» Deferred implementation cos

» Deferred solution and other co:
« Accounts receivable, ni

e Stockbased compensation; ¢

e Income taxe:

We have other key accounting policies, which inedifire use of estimates, judgments, and assumgkiahare significant to
understanding our results. See NotS@mmary of Significant Accounting Policieg'the interim unaudited condensed consolidateahfiial
statements included in this quarterly report. @sthpolicies, we believe that the accounting pedi@numerated above involve the greatest
degree of complexity and exercise of judgment lymanagement. During the
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three months ended September 30, 2B&de were no significant changes in our criticaaainting policies or estimates which were incluite
our prospectus filed pursuant to Rule 424(b) unlderSecurities Act with the SEC on March 20, 2014.

We evaluate our estimates, judgments and assumsptioan ongoing basis, and while we believe thaestimates, judgments and
assumptions are reasonable, they are based umomatfon available at the time. Actual results rdéfer significantly from these estimates
under different assumptions, judgments or condition

JOBS Act

The Jumpstart Our Business Startups Act of 20120®S Act, contains provisions that, among othiegh reduce certain reporting
requirements for qualifying public companies. A§ikd in the JOBS Act, a public company whose ahitiublic offering of common equity
securities occurred after December 8, 2011 and evhoeual gross revenues are less than $1.0 billibrin general, qualify as an "emerging
growth company" until the earliest of:

« the last day of its fiscal year following the fiftmniversary of the date of its initial public offeg of common equity securiti

» the last day of its fiscal year in which it has aalhgross revenue of $1.0 billion or m¢

» the date on which it has, during the previousekyear period, issued more than $1.0 billionan-convertible debt; ar

» the date on which it is deemed to be a "largelecated filer," which will occur at such timetas company (a) has an aggregate
worldwide market value of common equity securitietd by non-affiliates of $700 million or more dstloe last business day of its
most recently completed second fiscal quarterhés)been required to file annual and quarterlyntspmder the Exchange Act for a
period of at least 12 months and (c) has filecdéast one annual report pursuant to the Exchange Act

Under this definition, we are an "emerging grombimpany” and could remain one until as late as Déeerd1, 2019.

As an "emerging growth company" we have choseelyoan such exemptions and are therefore not requa, among other things, (i)
provide an auditor's attestation report on ouresyistf internal controls over financial reportingguant to Section 404 of the Sarbanes-Oxley
Act, (ii) provide all of the compensation disclosuhat may be required of non-emerging growth putdimpanies under the Dodd-Frank Wall
Street Reform and Consumer Protection Act, (iinpty with any requirement that may be adopted leyRhbblic Company Accounting
Oversight Board regarding mandatory audit firm tiotaor a supplement to the auditor's report primgjchdditional information about the audit
and the financial statements (auditor discussi@haaralysis) and (iv) disclose certain executive pensation-related items such as the
correlation between executive compensation andpaegnce and comparisons of the Chief Executivec®ffs compensation to median
employee compensation.

In addition, Section 107 of the JOBS Act also pdesi that an emerging growth company can take aagardf the extended transition
period provided in Section 7(a)(2)(B) of the Setesi Act for complying with new or revised accoumgtistandards. In other words, an emer
growth company can delay the adoption of certagoanting standards until those standards wouldraile apply to private companies.
However, we have chosen to "opt out" of such ex@dridansition period, and as a result, we will chynwith new or revised accounting
standards on the relevant dates on which adoptienah standards is required for non-emerging gnaempanies. Section 107 of the JOBS
Act provides that our decision to opt out of théeexled transition period for complying with newrevised accounting standards is irrevoce

ltem 3. Quantitative and Qualitative Disclosures Alout Market Risk
Market risk is the risk of loss to future earningalues or future cash flows that may result frdrarges in the price of a financial
instrument. The value of a financial instrumentimighange as a result of changes in interest ratebange rates, commodity prices, equity

prices and other market changes. We do not useadieg financial instruments for speculative, hedgor trading purposes, although in the
future we might enter into exchange rate hedgingnarements to manage the risks described below.
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Interest Rate Risl

We are exposed to market risk related to changigdrest rates. Borrowings under our Credit Fgchiear interest at rates that are
variable. Increases in the LIBOR or prime rate widntrease the amount of interest payable on mdstg borrowings on our Credit Facility.
A hypothetical 10% change in either the LIBOR dna rate would not have a material impact on oterast expense or cash flows on an
annual basis. We do not believe that an increaseaease in interest rates of 100-basis pointddimave a material effect on our operating
results or financial condition.

Foreign Currency Risk

Our results of operations and cash flows are nojestito fluctuations due to changes in foreigrrency exchange rates. We bill our
customers in U.S. dollars and receive payment # dollars, and substantially all of our operatxgenses are denominated in U.S. dollars. |
we grow sales of our solutions outside the U.S: agueements with foreign customers may not be m@mated in U.S. dollars, and we may
become subject to changes in currency exchange rate

Inflation Risk

We do not believe that inflation has had a matefifg@ct on our business, financial condition owufesof operations. We continue to
monitor the impact of inflation in order to reduteeffects through pricing strategies, producgiwhprovements and cost reductions. If our
costs were to become subject to significant irdleiry pressures, we may not be able to fully oseh higher costs through price increases.
Our inability or failure to do so could harm oursiness, financial condition and results of operetio

Iltem 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

The term "disclosure controls and procedures,"edisield in Rules 13a-15(e) and 15d-15(e) under tteh&nge Act refers to controls and
procedures that are designed to ensure that infameequired to be disclosed by a company in éports that it files or submits under the
Exchange Act is recorded, processed, summarizedegmited, within the time periods specified in 8€C's rules and forms. Disclosure
controls and procedures include, without limitatioantrols and procedures designed to ensure dichtiaformation is accumulated and
communicated to a company's management, inclutbngrincipal executive and principal financial o#frs, as appropriate to allow timely
decisions regarding required disclosure.

Our management, with the participation of our Cligécutive Officer and Chief Financial Officer, fasluated the effectiveness of our
disclosure controls and procedures as of SepteBthet014 , the end of the period covered by thiar@uly Report on Form 10-Q. Based upor
such evaluation, our Chief Executive Officer ande€Rinancial Officer have concluded that our discire controls and procedures were
effective as of such date.

Changes in Internal Control over Financial Reportirg

There was no change in our internal control oveairfcial reporting during the three month periodered by this Quarterly Report on
Form 10-Q, which were identified in connection wittanagement's evaluation required by
Rules 13a-15(d) and 15d-15(d) under the Exchanggetidat have materially affected, or are reasonbkdyy to materially affect, our internal
control over financial reporting.
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PART Il - OTHER INFORMATION
ltem 1. Legal Proceedings

From time to time, we may become involved in lqgaiceedings arising in the ordinary course of aigifiess. Management believes tha
there are no claims or actions pending againstCtmpany, the ultimate disposition of which wouldrd@a material impact on our business,
financial condition, results of operations or céskwvs.

Item 1A. Risk Factors

Our business, prospects, financial condition, ofiegaresults and the trading price of our commarc&tcould be materially adversely
affected by any of the risks and uncertainties dlesd below, as well as other risks not currentiplwn to us or that are currently considered
immaterial. In assessing these risks, you showdd edfer to the other information contained in tQisarterly Report on Form 10-Q, including
our condensed consolidated financial statementsrataded notes.

Risks Related to Our Business

We have experienced rapid growth in recent perioalsd if we fail to manage our growth effectivelyewnay be unable to execute our
business plan, maintain high levels of service anubktomer satisfaction or adequately address contpetichallenges, and our financial
performance may be adversely affect:

Since our inception, our business has rapidly gramimich has resulted in large increases in our rarmobemployees, expansion of our
infrastructure, enhancement of our internal systantsother significant changes and additional cexifiés. Our revenues increased from
$14.3 million for the three months ended Septer36e2013 to $21.0 million for the three months eh8eptember 30, 2014 , and $41.2
million for the nine months ended September 303201$57.0 million for the nine months ended Seften80, 2014 . While we intend to
further expand our overall business, customer lzas®number of employees, our recent growth ratetismiecessarily indicative of the growth
that we will achieve in the future. The growth ir dousiness generally and our management of a ggpworkforce and customer base
geographically-dispersed across the U.S. will nregsiubstantial management effort, infrastructuick @gperational capabilities. To support our
growth, we must continue to improve our managemesdurces and our operational and financial comtintl systems, and these
improvements may increase our expenses more thimipated and result in a more complex businesswillalso have to anticipate the
necessary expansion of our relationship managenmepliementation, customer service and other pemaorsupport our growth and achieve
high levels of customer service and satisfactismuw customers and their systems increase irasdeomplexity. Our success will depend on
our ability to plan for and manage this growth efifeely. If we fail to anticipate and manage ouowth or are unable to provide high levels of
customer service, our reputation, as well as osinass, results of operations and financial comwljtcould be harmed.

If the market for our cloud-based virtual bankingodutions develops more slowly than we expect orrofpes in a way that we fail to
anticipate, our sales would suffer and our operagimesults would be harmed.

Use of and reliance on cloud-based virtual bankisigtions is at an early stage, and we do not kwbether RCFIs will continue to
adopt virtual banking solutions such as ours inftiere, or whether the market will change in wiyst we do not anticipate. Many RCFIs h
invested substantial personnel and financial ressuin legacy software, and these institutions beageluctant or unwilling to convert from
their existing systems to our solutions. Furtheensome RCFIs may be reluctant or unwilling to astoudbased solution over concerns si
as the security of their data and reliability of telivery model. These concerns or other condidesamay cause RCFIs to choose not to a
cloud-based solutions such as ours or to adophalige solutions, either of which would harm opemating results. If RCFIs are unwilling to
transition from their legacy systems, the demamaiw virtual banking solutions and related sersiceuld decline and adversely affect our
business, operating results and financial condition

Our future success also depends on our abilitgltadditional solutions and enhanced solutionsuocurrent customers. As we create
new solutions and enhance our existing solutiorssipport new technologies and devices, these spkiind related services may not be
attractive to customers. In addition, promoting aetling these new and enhanced solutions maynmemdreasingly costly sales and marke
efforts, and if customers choose not to adopt tkekgions, our business could suffer.
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Our business could be adversely affected if ourtoumsers are not satisfied with our virtual bankingkitions or our systems and
infrastructure fail to meet their needs.

Our business depends on our ability to satisfyomstomers and meet their virtual banking needs.ddstomers use a variety of network
infrastructure, hardware and software, which tylhidacreases in complexity the larger the customeand our virtual banking solutions must
support the specific configuration of our custorhexssting systems, including in many cases thet&wis of third-party providers. If our
solutions do not currently support a customer'sireq data format or appropriately integrate wittuatomer's applications and infrastructure,
then we must configure our solutions to do so, Witieuld negatively affect the performance of owstemns and increase our expenses and th
time it takes to implement our solutions. Any fadwf or delays in our systems could cause seimtegruptions or impaired system
performance. Some of our customer agreements eegsito issue credits for downtime in excess dhaethresholds, and in some instances
give our customers the ability to terminate thesagrents in the event of significant amounts of doma If sustained or repeated, these
performance issues could reduce the attractivarfessr solutions to new and existing customersseaus to lose customers, and lower ren
rates by existing customers, each of which couleeesely affect our revenue and reputation. In aalditnegative publicity resulting from issi
related to our customer relationships, regardiésscuracy, may damage our business by adversielgtiafg our ability to attract new
customers and maintain and expand our relationshithsexisting customers.

If the use of our virtual banking solutions incressor if our customers demand more advanced &saftom our solutions, we will need
to devote additional resources to improving ouusohs, and we also may need to expand our tedhinftastructure at a more rapid pace thar
we have in the past. This would involve spendirfgstantial amounts to purchase or lease data cempacity and equipment, upgrade our
technology and infrastructure and introduce newrdranced solutions. It takes a significant amodititree to plan, develop and test changes t
our infrastructure, and we may not be able to aely forecast demand or predict the results wereéllize from such improvements. There
are inherent risks associated with changing, upggadmnproving and expanding our technical infrasture. Any failure of our solutions to
operate effectively with future infrastructure aedhnologies could reduce the demand for our siatiresulting in customer dissatisfaction
and harm to our business. Also, any expansion oirdtastructure would likely require that we appriately scale our internal business
systems and services organization, including impleiation and customer support services, to servgrowing customer base. If we are
unable to respond to these changes or fully aretfely implement them in a cost-effective andeiynmanner, our service may become
ineffective, we may lose customers, and our opagagsults may be negatively impacted.

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

We began our operations in March 2005. Our lim@pdrating history makes it difficult to evaluater current business and future
prospects. We have encountered and will continembounter risks and difficulties frequently expaded by growing companies in rapidly
developing and changing industries, including @rajkes in forecasting the future growth of our coobase, the number of our customers'
account holders and the number of users registerese our solutions as well as the number of &etiens that registered users perform on
solutions. In addition, we have and may continuiate challenges with our infrastructure, servimemnization and related expenses, market
acceptance of our existing and future solutionmpmetition from established companies with gredterfcial and technical resources as well a
new competitive entrants, acquiring and retainimgf@mers, managing customer implementations anelajging new solutions. We cannot
assure you that we will be successful in addregsiege difficulties and other challenges we mayg fache future.
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The markets in which we participate are intenselynepetitive, and pricing pressure, new technologaesother competitive dynamics
could adversely affect our business and operatiegults.

We currently compete with providers of technologg aervices in the financial services industryluding point system vendors and
core processing vendors, as well as systems ifigiaeveloped by RCFIs. We have a number of popstem competitors, including Digital
Insight Corporation (acquired by NCR Corporatidfiyst Data Corporation and ACI Worldwide, Inc. iretonline, consumer and small
business banking space and Fundtech Ltd., ACI Wadlel, Inc., Clear2Pay NV/SA and Bottomline Techmys (de), Inc. in the commercial
banking space. We also compete with core proces®gndors that provide systems and services suEfsasy, Inc., Jack Henry and
Associates, Inc. and Fidelity National Informati®ervices, Inc. Many of our competitors have sigatfitly more financial, technical, market
and other resources than we have, may devote greatairces to the promotion, sale and suppotiaif systems than we can, have more
extensive customer bases and broader customdonships than we have and have longer operatirigrigs and greater name recognition 1
we have. In addition, many of our competitors expamreater amount of funds on research and davelop

We may also face competition from new companiesrarg our markets, which may include large establisbusinesses that decide to
develop, market or resell virtual banking solutiomsquire one of our competitors or form a stratedfiance with one of our competitors. In
addition, new companies entering our markets maypsé to offer virtual banking applications at éittr no additional cost to the customer by
bundling them with their existing applications, liding adjacent banking technologies and core msing software. New entrants to the
market might also include non-banking providerpayment solutions and other technologies. Compatftom these new entrants may make
our business more difficult and adversely affeatr@gults.

If we are unable to compete in this environmenrgsand renewals of our virtual banking solutioosld decline and adversely affect our
business, operating results and financial conditigith the introduction of new technologies andgmiital new entrants into the virtual banking
solutions market, we expect competition to intgnsifthe future, which could harm our ability tachease sales and achieve profitability. Our
industry has experienced consolidation. For exanipléanuary 2014, NCR Corporation acquired Diditalght Corporation. We believe that
our industry could experience further consolidatiwhich could lead to increased competition andltés pricing pressure or loss of market
share, either of which could have a material agveffect on our business, limit our growth prospectreduce our revenues.

If we are unable to effectively integrate our soloms with other systems used by our customers araspective customers, or if there
are performance issues with such third-party systemur solutions will not operate effectively androperations will be adversely affected.

The functionality of our solutions depends on duifity to integrate with other third-party systemsed by our customers, including core
processing software. Certain providers of thegeltharty systems also offer solutions that are cafitipe with our solutions and may have an
advantage over us with customers using their sofog having better ability to integrate with theaftware and by being able to bundle their
competitive products with other applications usgabr customers and prospective customers at falemicing. We do not have formal
arrangements with many of these third-party prawidegarding our access to their application pnogreerfaces to enable these customer
integrations.

Our business may be harmed if any of our thirdypproviders:

» change the features or functionality of their aggtiions and platforms in a manner adverse 1

» discontinue or limit our solutions' access to tlsgstems

» terminate or do not allow us to renew or replaceexisting contractual relationships on the samieatter term:

» modify their terms of service or other policieglirding fees charged to, or other restrictionsusnor our customel

» establish more favorable relationships with onenore of our competitors, or acquire one or nafreur competitors and offer
competing services; or

» otherwise have or develop their own competitiveioffgs
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Such changes could limit or prevent us from intéggaour solutions with these third-party systembich could impair the functionality
of our solutions, prohibit the use of our soluti@amdimit our ability to sell our solutions to cashers, each of which could harm our business.
we are unable to integrate with such third-parfiveare as a result of changes to or restrictedssctethe software by such third parties during
the terms of existing agreements with customersgusiich third-party software, we may not be ablméet our contractual obligations to
customers, which may result in disputes with cugiemnand harm to our business. In addition, if durgltparty software providers experience
an outage, our virtual banking solutions integratét such software will not function properly drall, and our customers may be dissatisfied
with our virtual banking solutions. If the softwasésuch third-party providers have performancetber problems, such issues may reflect
poorly on us and the adoption and renewal of onai banking solutions and our business may bmédr Although our customers may be
able to switch to alternative technologies if ayier's services were unreliable or if a providasvto limit such customer's access and
utilization of its data or the provider's functidibg our business could nevertheless be harmedaltiee risk that our customers could reduce
their use of our solutions.

Our customers are highly regulated and subject to@mber of challenges and risks. Our failure to cq@hy with laws and regulations
applicable to us as a technology provider to fingdnstitutions and to enable our RCFI customers tomply with the laws and regulations
applicable to them could adversely affect our busés and results of operations, increase costs angdse constraints on the way we conc
our business.

Our customers and prospective customers are higglylated and may be required to comply with s#irigegulations in connection
with subscribing to and implementing our virtuahking solutions. As a provider of technology to RERve are examined on a periodic basis
by various regulatory agencies and required tcesg\dertain of our suppliers and partners. The eratitin handbook and other guidance
issued by the Federal Financial Institutions Exatiam Council govern the examination of our operaiand include a review of our systems
and data center and technical infrastructure, memagt, financial condition, development activitesl our support and delivery capabilitie:
deficiencies are identified, customers may choogeriminate or reduce their relationships withlosaddition, while much of our operations
not directly subject to the same regulations applie to RCFIs, we are generally obligated to ostamers to provide software solutions and
maintain internal systems and processes that cowigiyfederal and state regulations applicabléntont. In particular, as a result of obligations
under our customer agreements, we are requireght@ly with certain provisions of the Gramm-Leaclid3l Act related to the privacy of
consumer information and may be subject to othieapy and data security laws because of the salsitiee provide to RCFIs. In addition,
numerous regulations have been proposed and Bigestig written to implement the Doderank Wall Street Reform and Consumer Protec
Act of 2010, including requirements for enhanced diligence of the internal systems and procesesmpanies like ours by their financial
institution customers. If we have to make changesur internal processes and solutions as a reftiits heightened scrutiny, we could be
required to invest substantial additional time &ntls and divert time and resources from othera@ate purposes to remedy any identified
deficiency.

This evolving, complex and often unpredictable fatpry environment could result in our failure tmpide compliant solutions, which
could result in customers' not purchasing our gmhstor terminating their agreements with us orithygosition of fines or other liabilities for
which we may be responsible. In addition, fedestate and/or foreign agencies may attempt to furégulate our activities in the future. For
example, Congress could enact legislation to regudeoviders of electronic commerce services aslftancial services providers or under
another regulatory framework. If enacted or deeapgalicable to us, such laws, rules or regulatianddbe imposed on our activities or our
business thereby rendering our business or opasatimre costly, burdensome, less efficient or imsjtds, any of which could have a material
adverse effect on our business, financial conditiod operating results.
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If our or our customers' security measures are coramised or unauthorized access to customer datatieerwise obtained, our
solutions may be perceived as not being securetarasrs may curtail or cease their use of our soarts, our reputation may be harmed, a
we may incur significant liabilities.

Our operations involve access to and transmisdi@noprietary information and data and transactletails of our customers and their
account holders. Our security measures and theigemeasures of our customers may not be suffidieprevent our systems from being
compromised. Security incidents could result inutharized access to, loss of or unauthorized disek of this information, litigation,
indemnity obligations and other possible liabikti@s well as negative publicity, which could damagr reputation, impair our sales and harm
our business. Cyber-attacks, account take-overlattfraudulent representations and other malicintesnet-based activity continue to
increase and financial institutions, their accduritlers and virtual banking providers are oftegé#s of such attacks. In addition, third parties
may attempt to fraudulently induce employees otausrs into disclosing sensitive information sushuaer names, passwords or other
information to gain access to our confidential aygietary information or the data of our custormemd their account holders. A party who is
able to compromise the security of our facilitiesikd cause interruptions or malfunctions in ourragiens. If security measures are
compromised as a result of third-party action,afrer or intentional misconduct of employees, conrs or their account holders, malfeasanc
or stolen or fraudulently obtained log-in credelstiaur reputation could be damaged, our businessbra harmed and we could incur
significant liability. We may be unable to anticipar prevent techniques used to obtain unauthibareess or sabotage systems because the
change frequently and generally are not detectétlaiter an incident has occurred. As we increasecustomer base and our brand becomes
more widely known and recognized, we may becomeeroba target for third parties seeking to compgs@E@ur security systems or gain
unauthorized access to the data of our customelrshair account holders. A failure or inabilityriweet our customers' expectations with res
to security and confidentiality could seriously daya our reputation and affect our ability to retaistomers and attract new business.

Federal and state regulations may require us ifyriotividuals of data security incidents involgrertain types of personal data.
Security compromises experienced by our competiby®ur customers or by us may lead to publicld@gaes and widespread negative
publicity. Any security compromise in our industwhether actual or perceived, could erode custamefidence in the effectiveness of our
security measures, negatively impact our abilitgttoact new customers, cause existing customesketd not to renew their subscriptions or
subject us to third-party lawsuits, regulatory §irer other action or liability, which could matéljeand adversely affect our business and
operating results.

In addition, some of our customers contractualtyuiee notification of any data security compromasel include representations and
warranties that our solutions comply with certaggulations related to data security and privacth@lgh our customer agreements typically
include limitations on our potential liability, treecan be no assurance that such limitations bilittawould be enforceable or adequate or
would otherwise protect us from any such liabifitey damages with respect to any particular cl&ifa.also cannot be sure that our existing
general liability insurance coverage and coverageffrors or omissions will continue to be avaiéabh acceptable terms or will be available ir
sufficient amounts to cover one or more claimghat our insurers will not deny or attempt to denyerage as to any future claim. The
successful assertion of one or more claims agasjghe inadequacy of or denial of coverage undeirmsurance policies, litigation to pursue
claims under our policies or the occurrence of glearin our insurance policies, including premiuréases or the imposition of large
deductible or co-insurance requirements, could laavaterial adverse effect on our business, fiheandition and results of operations.
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We may experience quarterly fluctuations in our apéing results due to a number of factors, which k&s our future results difficult
to predict and could cause our operating resultsfatl below expectations or our guidance.

Our quarterly operating results have fluctuatethepast and are expected to fluctuate in the éudue to a variety of factors, many of
which are outside of our control. As a result, canig our operating results on a periodpriod basis may not be meaningful. Our past r§
may not be indicative of our future performanceadidition to the other risks described in this régactors that may affect our quarterly
operating results include the following:

« the addition or loss of customers, including thioagquisitions, consolidations or failui

« the amount of use of our solutions in a period thiedamount of any associated revenues and exp

» budgeting cycles of our customers and changesendipg on virtual banking solutions by our currenprospective custome

» seasonal variations in sales of our solutions, whiay be lowest in the first quarter of the calenasar

» changes in the competitive dynamics of our indystigiuding consolidation among competitors, changepricing or the introductic
of new products and services that limit demancbforvirtual banking solutions or cause customeideiay purchasing decisions;

« the amount and timing of cash collections from customers

* long or delayed implementation times for new cugmnincluding larger customers, or other changeke levels of customer supp
we provide;

» the timing of customer payments and payment defdnyitcustomers, including any buyouts by custoroktBe remaining term of the
contracts with us in a lump sum payment that weldvbave otherwise recognized over the term of tloasgracts;

» the amount and timing of our operating costs amitalbexpenditure
» changes in tax rules or the impact of new accogmiionouncement

» general economic conditions that may adverségcaour customers' ability or willingness to pase solutions, delay a prospective
customer's purchasing decision, reduce our reveinoigscustomers or affect renewal rates;

» unexpected expenses such as those related taiditigar other dispute

» the timing of stock awards to employees andedladverse financial statement impact of havingxmense those stock awards over
their vesting schedules; and

« the amount and timing of costs associated vethuiting, hiring, training and integrating new doyees, many of whom we hire in
advance of anticipated needs.

Moreover, our stock price might be based on expiects of investors or securities analysts of fufpeeformance that are inconsistent

with our actual growth opportunities or that we htifail to meet and, if our revenues or operatieguits fall below expectations, the price of
our common stock could decline substantially.
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We have a history of losses, and we do not expebEt profitable for the foreseeable future.

We have incurred losses from operations in eacieghsince our inception in 2005, except for 201@whwve recognized a gain on the
sale of a subsidiary. We incurred net losses @ #$4llion and $5.2 million for the three months eddSeptember 30, 2014 and 2013 ,
respectively, and $14.9 million and $11.4 milliar the nine months ended September 30, 2014 ar?l , 2@%pectively. As of September 30,
2014 , we had an accumulated deficit of $59.6 omilliThese losses and accumulated deficit reflecstifistantial investments we have mac
develop our solutions and acquire customers. Aseed to continue to grow our number of customeesexpect to incur significant sales,
marketing, implementation and other related experSear ability to achieve or sustain profitabilt§ll depend on our obtaining sufficient sc
and productivity so that the cost of adding andpsufing new customers does not adversely impactrargins. We also expect to make other
significant expenditures to develop and expandsolrtions and our business, including continuingntwease our marketing, services and ¢
operations and continuing our significant investtriemesearch and development and our technicadstructure. We expect to incur losses for
the foreseeable future as we continue to focusdding new customers, and we cannot predict whethethen we will achieve or sustain
profitability. Our efforts to grow our business miag more costly than we expect, and we may nobleta increase our revenues enough to
offset our higher operating expenses. In additaena public company, we will incur significant Iggeccounting and other expenses that we
not incur as a private company. These increaseenshiures will make it harder for us to achieve araintain profitability. While our revenu
have grown in recent periods, it may not be suatd@) and our revenues could decline or grow miorgly than we expect. We also may incur
additional losses in the future for a number oo, including due to litigation and other unfeess reasons and the risks described in this
report. Accordingly, we cannot assure you that ileaghieve profitability in the future, nor that,we do become profitable, we will be able to
sustain profitability. If we are unable to achiered sustain profitability, our customers may losefitlence in us and slow or cease their
purchases of our solutions and we may be unaldéract new customers, which would adversely impactoperating results.

Our sales cycle can be unpredictable, time-consugnand costly, which could harm our business and ogiéeng results.

Our sales process involves educating prospectigmmers and existing customers about the use,itadtuapabilities and benefits of ¢
solutions. Prospective customers, especially lafigancial institutions, often undertake a prolodgsaluation process, which typically
involves not only our solutions, but also thos@wf competitors and lasts from six to nine monthiwger. We may spend substantial time,
effort and money on our sales and marketing effeitisout any assurance that our efforts will proglany sales. It is also difficult to predict
level and timing of sales opportunities that conoenf our referral partners.

Events affecting our customers' businesses mayr akteing the sales cycle that could affect the sizéming of a purchase, contributing
to more unpredictability in our business and opegatesults. As a result of these factors, we na@g fgreater costs, longer sales cycles and le
predictability in the future.

We do not have an adequate history with our subptidn or pricing models to accurately predict therlg-term rate of customer
subscription renewals or adoption, or the impacete renewals and adoption will have on our revenoesperating results

We have limited experience with respect to deteimgithe optimal prices for our solutions. As therkeas for our existing solutions
develop, we may be unable to attract new custoatdfrse same price or based on the same pricing Irasdee have used historically.
Moreover, large or influential RCFIs may demand enfavorable pricing or other contract terms. Assuit, in the future we may be required
to reduce our prices or accept other unfavoralbitraot terms, each of which could adversely aftestrevenues, gross margin, profitability,
financial position and cash flow.

Our customers have no obligation to renew theisstiptions for our solutions after the expiratidrttee initial subscription term, and our
customers may renew for fewer solutions or on diffi¢ pricing terms, if at all. Since the averag#ahterm of our customer agreements is ¢
five years and we only began selling our solution2005, we have limited historical data with rese rates of customer subscription
renewals, so we cannot be certain of our pricingehéor renewals or the accuracy of our anticipatetewal rates. Our renewal rates may
decline or fluctuate as a result of a number offdies; including our customers' satisfaction with pricing or our solutions or their ability to
continue their operations and spending levelsutfaustomers do not renew their subscriptions torsmlutions on similar pricing terms, our
revenues may decline and our business could séféewe create new solutions or enhance our existihgtions to support new technologies
and devices, our pricing of these solutions anateel services may be unattractive to customerailaiofcover our costs.
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Defects or errors in our virtual banking solutionsould harm our reputation, result in significant s to us, impair our ability to sell
our solutions and subject us to substantial lialbyli

Our virtual banking solutions are inherently comxpdend may contain defects or errors, particulathewfirst introduced or as new
versions are released. Despite extensive testiog, fime-to-time we have discovered defects orrsriour solutions. In addition, due to
changes in regulatory requirements relating toomstomers or to technology providers to finanaiatitutions like us, we may discover
deficiencies in our software processes relatetided requirements. Material performance problenuef#cts in our solutions might arise in
future.

Any such errors, defects, other performance problendisruptions in service to provide bug fixesipgrades, whether in connection
with day-to-day operations or otherwise, could bstly for us to remedy, damage our customers' kasas and harm our reputation. In
addition, if we have any such errors, defects beoperformance problems, our customers could segtminate their agreements, elect not tc
renew their subscriptions, delay or withhold paytrammake claims against us. Any of these actianddcresult in lost business, increased
insurance costs, difficulty in collecting our acotaireceivable, costly litigation and adverse puityli Such errors, defects or other problems
could also result in reduced sales or a loss adetay in, the market acceptance of our solutions.

Moreover, software development is time-consumixgeasive, complex and requires regular maintenddietareseen difficulties can
arise. If we do not complete our periodic mainteraccording to schedule or if customers are otiserdissatisfied with the frequency and/or
duration of our maintenance services, customerkledact not to renew, or delay or withhold paymtenais or cause us to issue credits, make
refunds or pay penalties. Because our solutionsféea customized and deployed on a customer-byemes basis, rather than through a multi
tenant SaaS method of distribution, applying bugdj upgrades or other maintenance services mayreagpdating each instance of our
software, which could be time consuming and cass® incur significant expense. We might also entautechnical obstacles, and it is
possible that we discover problems that prevensolutions from operating properly. If our solutsotio not function reliably or fail to achieve
customer expectations in terms of performance powsts could seek to cancel their agreements wiindsassert liability claims against us,
which could damage our reputation, impair our #ptl attract or maintain customers and harm osults of operations.

Failures or reduced accessibility of third-party hdware and software on which we rely could impaiiret delivery of our solutions and
adversely affect our business.

We rely on hardware that we purchase or lease aftdare that we develop or license from, or thdtdsted by third parties, to offer our
virtual banking solutions. In addition, we obtaitehses from third parties to use intellectual propassociated with the development of our
solutions. These licenses might not continue tavalable to us on acceptable terms, or at all.lg\Mle are not substantially dependent upon
any third party hardware or software, the losdhefright to use all or a significant portion of ahird party hardware or software required for
the development, maintenance and delivery of olutisms could result in delays in the provisionooir solutions until we develop or identify,
obtain and integrate equivalent technology, whighld harm our business.

Any errors or defects in the hardware or softwaeeuse could result in errors, interruptions oriufa of our solutions. Although we
believe that there are alternatives, any signitidaerruption in the availability of all or a sificant portion of such hardware or software cc
have an adverse impact on our business unlessrdihgva can replace the functionality provided hgde products at a similar cost.
Furthermore, this hardware and software may n@Madable on commercially reasonable terms, oflaThe loss of the right to use all or a
significant portion of this hardware or softwareiltblimit access to our solutions. Additionally, wedy upon third parties' abilities to enhance
their current products, develop new products dmaly and cost-effective basis and respond to eimgrigdustry standards and other
technological changes. We may be unable to effeamges to such third-party technologies, which prayent us from rapidly responding to
evolving customer requirements. We also may be lertalreplace the functionality provided by thedhparty software currently offered in
conjunction with our solutions in the event thattssoftware becomes obsolete or incompatible withré versions of our solutions or is
otherwise not adequately maintained or updated.
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We depend on data centers operated by third pardied third-party Internet hosting providers, and grdisruption in the operation of
these facilities or access to the Internet couldvadsely affect our business.

We currently serve our customers from two thirdepdata center hosting facilities located in Austiexas and Dallas, Texas. The
owners and operators of these current and futwikitiss do not guarantee that our customers' actesur solutions will be uninterrupted,
error-free or secure. We may experience websitepli®ns, outages and other performance problemkjding problems resulting from our
anticipated data center migration. These probleiag loe caused by a variety of factors, includingastructure changes, human or software
errors, viruses, security attacks, fraud, spikesustomer usage and denial of service issues.nire sostances, we may not be able to identify
the cause or causes of these performance probléhis an acceptable period of time. We do not aairttie operation of these data center
facilities, and such facilities are vulnerable smthge or interruption from human error, intentidvead acts, power loss, hardware failures,
telecommunications failures, fires, wars, terrogigacks, floods, earthquakes, hurricanes, torradosimilar catastrophic events. They also
could be subject to break-ins, computer virusasotsae, intentional acts of vandalism and othecariduct. The occurrence of a natural
disaster or an act of terrorism, a decision toectbe facilities without adequate notice or terrteénaur hosting arrangement or other
unanticipated problems could result in lengthyrintptions in the delivery of our solutions, caugstem interruptions, prevent our customers'
account holders from accessing their accounts enteputational harm and loss of critical dataypne us from supporting our solutions or
cause us to incur additional expense in arrangingéw facilities and support.

We also depend on third-party Internet-hosting jglens and continuous and uninterrupted accesstimternet through third-party
bandwidth providers to operate our business. Ifose the services of one or more of our Intetretting or bandwidth providers for any rea
or if their services are disrupted, for example thueiruses or denial of service or other attaaksheir systems, or due to human error,
intentional bad acts, power loss, hardware failuedecommunications failures, fires, wars, tegbaittacks, floods, earthquakes, hurricanes,
tornadoes or similar catastrophic events, we cexfierience disruption in our ability to offer owligtions and adverse perception of our
solutions' reliability, or we could be requiredrégain the services of replacement providers, whalld increase our operating costs and harn
our business and reputation.

We derive all of our revenues from customers in tiirancial services industry, and any downturn oogsolidation in the financial
services industry could harm our busines

All of our revenues are derived from RCFls. RCRisénexperienced significant pressure in recentsyéiae to economic uncertainty,
liquidity concerns and increased regulation. Inrdeent past, many RCFIs have failed, merged an bequired. Failures and consolidations
may continue, and there are very few new RCFlsgheinated. Further, if our customers merge withreracquired by other entities such as
financial institutions that have in-house developitlal banking solutions or that are not our ousérs or use fewer of our solutions, our
customers may discontinue, reduce or change thestef their use of our solutions. It is also polesthat the larger RCFIs that result from
mergers or consolidations could have greater |geeianegotiating terms with us or could decidesfgace some or all of our solutions. In
addition, any downturn in the financial servicedusatry may cause our customers to reduce theidgpgion virtual banking solutions or to
seek to terminate or renegotiate their contractis us. Any of these developments could have anradwedfect on our business, results of
operations and financial condition.

Because we recognize revenues from our virtual biugksolutions over the terms of our customer agresmts, the impact of changes
in the subscriptions for our solutions will not benmediately reflected in our operating results, anapid growth in our customer base may
adversely affect our operating results in the shtegtm since we expense a substantial portion of iempentation costs as incurred.

We generally recognize revenues monthly over thragef our customer agreements. The initial termawfcustomer agreements
averages over five years, although it varies byaraer. As a result, the substantial majority of eeenues we report in each quarter are re
to agreements entered into during previous quar@assequently, a change in the level of new custagreements or implementations in any
guarter may have a small impact on our revenu#isainquarter but will affect our revenues in futgrearters. Accordingly, the effect of
significant downturns in sales and market accegtafi©our solutions, or changes in our rate of realewnay not be fully reflected in our results
of operations until future periods. Our subscriptinodel also makes it difficult for us to rapidhcrease our revenues through additional sale:
in any period.

Additionally, we recognize our expenses over varyeriods based on the nature of the expense rlicydar, we recognize a portion of
implementation expenses as incurred even thougteeagnize the related revenues over extended
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periods. As a result, we may report poor operatasglts in periods in which we are incurring highieplementation expenses, including for
implementations of larger more complex customeisited to revenues which we will recognize in faetperiods. Alternatively, we may report
better operating results in periods due to lowegsl@mentation expenses, but such lower expensedmmgdicative of slower revenue growtt
future periods. As a result, our expenses mayuhitetas a percentage of revenues and changeshusiness generally may not be
immediately reflected in our results of operations.

As the number, size and complexity of customerg tiva serve increases, we may encounter implementathallenges, and we may
have to delay revenue recognition for some compegagements, which would harm our business and apieg results.

We may face unexpected implementation challendaterkto the complexity of our customers' impleraéioh and integration
requirements, particularly implementations invotylarger customers that typically have more extenand complex hardware and software
infrastructures. Our implementation expenses irsgreghen customers have unexpected data, hardwaodtware technology challenges, or
complex or unanticipated business requirementadtition, our customers typically require complegeptance testing related to the
implementation of our solutions. Implementationagsl may also require us to delay revenue recognitimer the related customer agreement
longer than expected. Further, because we do Hgtcluntrol our customers' implementation schedufesur customers do not allocate the
internal resources necessary to meet implementatieriines or if there are unanticipated impleméatadelays or difficulties, our revenue
recognition may be delayed. Losses of registeredsus any difficulties or delays in implementatjmocesses could cause customers to dela;
or forgo future purchases of our solutions, whiduld adversely affect our business, operating tesuld financial condition.

Shifts over time in the number of account holderadaregistered users of our solutions, their useanfr solutions and our customers'
implementation and customer support needs could aweely affect our profit margins.

Our profit margins can vary depending on numeragofs, including the scope and complexity of ouplementation efforts, the
number of account holders and registered usersioeadutions, the frequency and volume of their ofseur solutions and the level of custol
support services required by our customers. Famel@ our services offerings typically have a mbhayher cost of revenues than subscripti
to our solutions, so any increase in sales of sesvais a proportion of our subscriptions would tevadverse effect on our overall gross
margin and operating results. If we are unabl@todase the number of registered users and theeruwhtransactions they perform on our
solutions, the types of RCFIs that purchase owrtwis changes, or the mix of solutions purchasedus customers changes, our profit
margins could decrease and our operating resulisl &@ adversely affected.

If we fail to provide effective customer trainingnoour virtual banking solutions and high-quality cstomer support, our business and
reputation would suffer.

Effective customer training on our virtual banksgutions and high-quality, ongoing customer suppog important to the successful
marketing and sale of our solutions and for thewal of existing customer agreements. Providing titsiining and support requires that our
customer training and support personnel have filahgervices knowledge and expertise, making fiadift for us to hire qualified personnel
and scale our training and support operations.demeand on our customer support organization wildase as we expand our business and
pursue new customers, and such increased suppidt rmuire us to devote significant developmentises and support personnel, which
could strain our team and infrastructure and readueeprofit margins. If we do not help our customa@uickly resolve any post-implementation
issues and provide effective ongoing customer suppor ability to sell additional solutions to sting and future customers could suffer and
our reputation would be harmed.
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If we fail to respond to evolving technological remements or introduce adequate enhancements andieatures, our virtual
banking solutions could become obsolete or less petitive.

The market for our solutions is characterized tpiddechnological advancements, changes in custoegeirements and technologies,
frequent new product introductions and enhancemardschanging regulatory requirements. The lifdessyof our solutions are difficult to
estimate. Rapid technological changes and thedattion of new products and enhancements by neaxisting competitors or large financial
institutions could undermine our current marketifiams. Other means of digital or virtual banking yrize developed or adopted in the future,
and our solutions may not be compatible with thresg technologies. In addition, the technologicadegeof, and services provided by, RCFls
may change if they or their competitors offer n@mwges to account holders. Maintaining adequatearch and development resources to
the demands of the market is essential. The prafedsveloping new technologies and solutions imgiex and expensive. The introduction of
new solutions by our competitors, the market acep of competitive solutions based on new orratére technologies or the emergence of
new technologies or solutions in the broader fimgrservices industry could render our solutionsadéte or less effective.

The success of any enhanced or new solution defmensisveral factors, including timely completiodequate testing and market releast
and acceptance of the solution. Any new solutibas we develop or acquire may not be introducesltimely or cost-effective manner, may
contain defects or may not achieve the broad mad@tptance necessary to generate significantuegeif we are unable to anticipate
customer requirements or work with our customeceassfully on implementing new solutions or feadurea timely manner or enhance our
existing solutions to meet our customers' requirgmeur business and operating results may beselyaffected.

If we fail to effectively expand our sales and mating capabilities and teams, including through gaer relationships, we may not be
able to increase our customer base and achieve bevanarket acceptance of our solutions.

Increasing our customer base and achieving braadgtet acceptance of our virtual banking solutiwiisdepend on our ability to
expand our sales and marketing organizations aiddbhilities to obtain new customers and sell foldal solutions and services to existing
customers. We believe there is significant comioetifor direct sales professionals with the slalfsl knowledge that we require, and we may
be unable to hire or retain sufficient numbersudlified individuals in the future. Our ability schieve significant future revenue growth will
depend on our success in recruiting, training ataiming a sufficient number of direct sales prsi@sals. New hires require significant train
and time before they become fully productive ang mat become as productive as quickly as we ardieipAs a result, the cost of hiring and
carrying new representatives cannot be offset by¢lrenues they produce for a significant periotinaé. Our growth prospects will be harmn
if our efforts to expand, train and retain our dirgales team do not generate a correspondindisantiincrease in revenues. Additionally, if
we fail to sufficiently invest in our marketing @@ms or they are unsuccessful in creating maskateness of our company and solutions, oL
business may be harmed and our sales opportulirtigsd.

In addition to our direct sales team, we also ekiaur sales distribution through formal and informedationships with referral partners.
While we are not substantially dependent upon rafefrom any partner, our ability to achieve sfgpaint revenue growth in the future will
depend upon continued referrals from our partnedsgrowth of the network of our referral partnérsese partners are under no contractual
obligation to continue to refer business to us,dmthese partners have exclusive relationshigs wdtand may choose to instead refer pote
customers to our competitors. We cannot be ceti@inthese partners will prioritize or provide adatg resources for promoting our solutions
or that we will be successful in maintaining, exgiag or developing our relationships with refepaltners. Our competitors may be effective
in providing incentives to third parties, includingr partners, to favor their solutions or prevanteduce subscriptions to our solutions either
by disrupting our relationship with existing custens or limiting our ability to win new customersstgblishing and retaining qualified partners
and training them with respect to our solutionauiess significant time and resources. If we areblm$o devote sufficient time and resource
establish and train these partners, or if we asblento maintain successful relationships with them may lose sales opportunities and our
revenues could suffer.
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We rely on our management team and other key empésy and the loss of one or more key employeesdclatm our business.

Our success and future growth depend upon therz@mdiservices of our management team, in particulaChief Executive Officer, at
other key employees, including in the areas ofaedeand development, marketing, sales, servicggeaneral and administrative functions.
From time to time, there may be changes in our igament team resulting from the hiring or deparbifrexecutives, which could disrupt our
business. We also are dependent on the continumeidesef our existing development professionalsause of the complexity of our solutions,
including complexity arising as a result of theulegory requirements that are applicable to outarasrs and the pace of technology changes
impacting our customers and their account hold&es may terminate any employee's employment atiamg, with or without cause, and any
employee may resign at any time, with or withoutseg however, our employment agreements with oonedaexecutive officers provide for
the payment of severance under certain circumssafii¢e have also entered into employment agreemeétitour other executive officers
which provide for the payment of severance undailar circumstances as in our named executive effleemployment agreements. The loss
of one or more of our key employees could harmbusiness.

Because competition for key employees is intensewvay not be able to attract and retain the higldigilled employees we need to
support our operations and future growtl

Competition for executive officers, software deysos and other key employees in our industry &nisé. In particular, we compete with
many other companies for executive officers, fdtveare developers with high levels of experienceasigning, developing and managing
software, as well as for skilled sales and openatjorofessionals and knowledgeable customer suppafessionals, and we may not be
successful in attracting the professionals we n@ed.research and development organization is ipaitlg located in Austin, Texas, where
competition for software development and enginggpi@arsonnel is intense. We may have difficultyrigrand retaining suitably skilled
personnel or expanding our research and developongahization. In addition, job candidates andtégsemployees often consider the actual
and potential value of the equity awards they rexas part of their overall compensation. Thuthéfperceived value or future value of our
stock declines, our ability to attract and retaihly skilled employees may be adversely affectkediddition, with the September 16, 2014
expiration of the lock-up period related to our IB@I other selling restrictions, many of our erigtemployees may exercise vested options
and sell our stock, which may make it more diffidal us to retain key employees. If we fail taatt and retain new employees, our business
and future growth prospects could be harmed.

Our failure to comply with laws and regulations reed to the Internet and mobile usage could advéysefect our business and
results of operations, increase costs and imposest@ints on the way we conduct our business.

We and our customers are subject to laws and regigsapplicable to doing business over the Inteand through the use of mobile
devices. It is often not clear how existing lawsgming issues such as property ownership, salkoter taxes apply to the Internet and
mobile usage, as these laws have in some cased faikeep pace with technological change. Lawgigong the Internet could also impact
business or the business of our customers. Fariost existing and future regulations on taxingrimét use, pricing, characterizing the types
and quality of services and products or restrictimgexchange of information over the Internet obite devices could result in reduced gro
of our business, a general decline in the useefriternet by financial service institutions oritreccount holders, diminished viability of our
solutions and could significantly restrict our @mers' ability to use our solutions. Changing fatland state laws and regulations, industry
standards and industry self-regulation regardimgctiilection, use and disclosure of certain datg have similar effects on our and our
customers' businesses. Any such constraint onrtivetly in Internet and mobile usage could decretssaciceptance as a medium of
communication and commerce or result in increasiegiEon of new modes of communication and comm#raemay not be supported by our
solutions. Any such adverse legal or regulatoryettgyments could substantially harm our operatisglte and our business.
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Legislation relating to consumer privacy may affeatir ability to collect data that we use in provij our customers' account holder
information, which, among other things, could negeaely affect our ability to satisfy our customensteds.

We collect and store personal and identifying infation regarding our customer's account holdeem#ble certain functionality of our
solutions and provide our customers with data abwit account holders. The enactment of new omal®eé legislation or industry regulations
pertaining to consumer or private sector privasués could have a material adverse impact on dlecton, storage and sharing of such
information. Legislation or industry regulationgaeding consumer or private sector privacy isswesgdcplace restrictions upon the collection,
sharing and use of information that is currenttyaldy available, which could materially increase oast of collecting some data. These types
of legislation or industry regulations could alsolgbit us from collecting or disseminating certéypes of data, which could adversely affect
our ability to meet our customers' requirements @ndprofitability and cash flow targets. While diaites and the District of Columbia have
enacted data breach notification laws, there isuah federal law generally applicable to our busses. These legislative measures impose
strict requirements on reporting time frames faviling notice, as well as the contents of suclicest The costs of compliance with, and o
burdens imposed by, such laws and regulations eey/tb significant fines, penalties or liabilitfes any noncompliance with such privacy
laws. Even the perception of privacy concerns, tviiedr not valid, may inhibit market adoption of solutions.

In addition to government activity, privacy advogagoups and the technology and other industriecansidering various new,
additional or different self-regulatory standardattmay place additional burdens on us. If theectithg, storing and processing of personal
information were to be curtailed, our solutions Vbloe less effective, which may reduce demand @orsolutions and adversely affect our
business.

Any use of our virtual banking solutions by our ctemers in violation of regulatory requirements calbdamage our reputation and
subject us to additional liability

If our customers or their account holders use atmal banking solutions in violation of regulataquirements and applicable laws, we
could suffer damage to our reputation and couleivecsubject to claims. We rely on contractual ail@ns made to us by our customers that
their use and their account holders' use of owtismis will comply with applicable laws. Howeverewlo not audit our customers or their
account holders to confirm compliance. We may bexeabject to or involved with claims for violatiobg our customers or their account
holders of applicable laws in connection with these of our solutions. Even if claims assertedregais do not result in liability, we may incur
costs in investigating and defending against sl&iims. If we are found liable in connection withr@wstomers' or their account holders'
activities, we could incur liabilities and be reepd to redesign our solutions or otherwise expesdurces to remedy any damages caused by
such actions and to avoid future liability.

Any future litigation against us could be costly driime-consuming to defend.

We may become subject, from time to time, to lggateedings and claims that arise in the ordinatyse of business such as claims
brought by our customers in connection with comna¢disputes or employment claims made by our curoe former employees. Litigation
might result in substantial costs and may divemaggment's attention and resources, which migldusdy harm our business, overall
financial condition and operating results. Insusamight not cover such claims, might not providiisient payments to cover all the costs to
resolve one or more such claims and might not naetto be available on terms acceptable to usa#ndbrought against us that is uninsure
underinsured could result in unanticipated cokeraby reducing our operating results and leadiadyats or potential investors to reduce thei
expectations of our performance, which could redhedrading price of our stock.

Lawsuits by third parties against us and our custers for alleged infringement of the third partiegroprietary rights or for other
intellectual property related claims could results significant expenses and harm our operating rdsu

Our industry is characterized by the existencelafge number of patents, copyrights, trademarksietsecrets and other intellectual
property and proprietary rights. Companies in adlustry are often required to defend against litigaclaims based on allegations of
infringement or other violations of intellectuabperty rights. Furthermore, our customer agreemtgptsally require us to indemnify our
customers against liabilities incurred in connettigth claims alleging our solutions infringe theallectual property rights of a third party.
From time to time, we have been involved in disputdated to patent and other intellectual propegtyts of third parties, none of which have
resulted in material liabilities. We expect thegees of disputes to continue to arise in the futGner business could be adversely affected by
any significant disputes between us and our custoaeto the applicability or scope of our inderncaifion obligations to them. There can be
no assurances that
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any existing limitations of liability provisions iour contracts would be enforceable or adequatepatd otherwise protect us from any such
liabilities or damages with respect to any particwalaim. If such claims are successful, or if we required to indemnify or defend our
customers from these or other claims, these mattensl be disruptive to our business and managearmehhave an adverse effect on our
business, operating results and financial condition

Furthermore, our technologies may not be able thstand any third-party claims or rights againsirtiise. As a result, our success
depends upon our not infringing upon the intellatproperty rights of others. Our competitors, &l &s a number of other entities and
individuals, may own or claim to own intellectuabperty relating to our industry. We have a venyited patent portfolio, which will likely
prevent us from deterring patent infringement cliand our competitors and others may now andditittture have significantly larger patent
portfolios than we have. From time to time, we heageived and may continue to receive threatergtigrs or notices or in the future may be
the subject of claims that our solutions and unydegltechnology infringe or violate the intellectyaoperty rights of others, and we may be
found to be infringing upon such rights. The riglpatent litigation has been amplified by the irrme in the number of non-practicing patent
asserting entities, or patent trolls. Any claimditigation could cause us to incur significant erpes and, if successfully asserted against us ¢
our customers whom we indemnify, could require thatpay substantial damages or ongoing royalty gays) prevent us from offering our
solutions or require that we comply with other wafi@ble terms. Even if the claims do not resulitigation or are resolved in our favor, these
claims and the time and resources necessary ttveetbem, could divert the resources of our managgrand harm our business and operatin
results.

The frequency of these types of claims may incraasge continue to add new customers and as d ofégulr becoming a public
company.

If we are unable to protect our intellectual propgr our business could be adversely affected.

Our success depends upon our ability to protectrdellectual property, which may require us tounsignificant costs. We have
developed much of our intellectual property intdsnand we rely on a combination of confidentialitbligations in contracts, patents,
copyrights, trademarks, service marks, trade sémnet and other contractual restrictions to esshldind protect our intellectual property and
other proprietary rights. In particular, we entaoiconfidentiality and invention assignment agreets with our employees and consultants
enter into confidentiality agreements with the jgsrivith whom we have business relationships irctvtiey will have access to our
confidential information. We also rely upon liceage intellectual property from third parties. Nssarance can be given that these agreemen
or other steps we take to protect our intellecpwaperty or the third party intellectual propersed in our solutions will be effective in
controlling access to and distribution of our sioiug and our confidential and proprietary inforraatiWe will not be able to protect our
intellectual property if we are unable to enforce dghts or if we do not detect unauthorized usfesur intellectual property.

Despite our precautions, it may be possible fadtparties to copy our solutions and use infornmatiat we regard as proprietary to
create solutions and services that compete with. dlnird parties may also independently developrietogies that are substantially equivalen
to our solutions. Some license provisions protgcéigainst unauthorized use, copying, transfer &uaogure of our solutions may be
unenforceable under the laws of certain jurisdittio

In some cases, litigation may be necessary to eafour intellectual property rights or to proteat trade secrets. Litigation could be
costly, time consuming and distracting to manageraed could result in the impairment or loss oftipmis of our intellectual property.
Furthermore, our efforts to enforce our intelletfur@perty rights may be met with defenses, cowteéns and countersuits attacking the
validity and enforceability of our intellectual grerty rights and exposing us to significant damagesjunctions. Our inability to protect our
intellectual property against unauthorized copyingise, as well as any costly litigation or diversof our management's attention and
resources, could delay sales or the implementafi@ur solutions, impair the functionality of owlstions, delay introductions of new
solutions, result in our substituting less-advanmenhore-costly technologies into our solutiondiarm our reputation. In addition, we may be
required to license additional intellectual propdrom third parties to develop and market new sohs, and we cannot assure you that we
could license that intellectual property on comriadhg reasonable terms or at all.

We cannot be certain that any patents will be isdweith respect to our current or future patent apgdtions.

As of September 30, 2014ve had one U.S. patent application pending amdigaued U.S. patents. We do not know whether ending
patent application will result in the issuance @fagent or whether the examination process williequs to narrow the scope of our claims. Tc
the extent that our pending patent applicationngr@ortion of such application proceeds to issuasca patent, any such future patent may be
opposed, contested, circumvented, designed aropadhird party or
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found to be invalid or unenforceable. In additionr existing and any future issued patents mayppesed, contested, circumvented, designe
around by a third party or found to be invalid oenforceable. The process of seeking patent piotecan be lengthy and expensive. We rely
on a combination of patent, copyright, trade setratiemark and other intellectual property lawprimtect our intellectual property, and much
of our technology is not covered by any patentaiept application.

We use "open source" software in our solutions, vehi may restrict how we use or distribute our sotuts, require that we release the
source code of certain software subject to openrseudicenses or subject us to litigation or othections that could adversely affect ol
business.

We currently use in our solutions, and may usé&énftiture, software that is licensed under "opanc®" "free" or other similar licenses
where the licensed software is made availabled¢agyéneral public on an "as-is" basis under thederia specific nomegotiable license. Sor
open source software licenses require that softeagect to the license be made available to thdigpand that any modifications or derivat
works based on the open source code be licensalinge code form under the same open source liseAkBough we monitor our use of of
source software, we cannot assure you that all eparce software is reviewed prior to use in olutsms, that our programmers have not
incorporated open source software into our solgtion that they will not do so in the future. Irdé&n, some of our products may incorporate
third-party software under commercial licenses. &&lienot be certain whether such third-party softviazerporates open source software
without our knowledge. In the past, companies itharporate open source software into their proglhetve faced claims alleging
noncompliance with open source license terms oingdment or misappropriation of proprietary softeval herefore, we could be subject to
suits by parties claiming noncompliance with opeurse licensing terms or infringement or misappiatfon of proprietary software. Because
few courts have interpreted open source liceneesnanner in which these licenses may be intemgp@td enforced is subject to some
uncertainty. There is a risk that open source soivicenses could be construed in a manner thaises unanticipated conditions or
restrictions on our ability to market or provider @olutions. As a result of using open source saféasubject to such licenses, we could be
required to release our proprietary source codedpaages, re-engineer our products, limit or difoae sales or take other remedial action,
any of which could adversely affect our business.

Uncertain or weakened economic conditions may achedy affect our industry, business and results gleoations.

Our overall performance depends on economic camditiwhich may remain challenging or uncertairtltierforeseeable future. Financ
developments seemingly unrelated to us or our ingusay adversely affect us. Domestic and inteoreti economies have been impacted by
threatened sovereign defaults and ratings downgrdalding demand for a variety of goods and sevjcestricted credit, threats to major
multinational companies, poor liquidity, reducedpmrate profitability, volatility in credit, equitgnd foreign exchange markets, bankruptcies
and overall uncertainty. These conditions affeetrite of technology spending and could adverdégteour customers' ability or willingness
to purchase our virtual banking solutions, delayspective customers' purchasing decisions, redigceaiue or duration of their subscriptions
or affect renewal rates, any of which could advgra#fect our operating results. We cannot prettiettiming, strength or duration of the
economic recovery or any subsequent economic shawdio the U.S. or in our industry.

We may not be able to utilize a significant portiaf our net operating loss carryforwards, which clouadversely affect our operating
results and cash flows.

As of December 31, 2013, we had approximately $48lidon of U.S. federal net operating loss carryfards. Utilization of these net
operating loss carryforwards depends on many factocluding our future income, which cannot beuass. Our loss carryforwards begin to
expire in 2026. In addition, Section 382 of theelial Revenue Code generally imposes an annuaationi on the amount of net operating |
carryforwards that may be used to offset taxalbdenme when a corporation has undergone an ownerkhipge. An ownership change is
generally defined as a greater than 50% changeguiityeownership by value over a 3-year period. Vdeehundergone one or more ownership
changes as a result of prior financings, and anf shange in ownership and the corresponding adimigdtion may prevent us from using «
current net operating losses prior to their exjpratFuture ownership changes or future regulatbianges could further limit our ability to
utilize our net operating loss carryforwards. Te #xtent we are not be able to offset our futucerime against our net operating loss
carryforwards, this would adversely affect our @pieig results and cash flows if we attain profiliapi
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Our business may be subject to additional obligatido collect and remit sales tax and other taxasd we may be subject to tax
liability for past sales. Any successful action btate, local or other authorities to collect additial or past sales tax could adversely harm
our business.

We file sales tax returns in certain states withimU.S. as required by law and certain custometracts for a portion of the solutions
that we provide. Our sales tax liabilities withpest to sales and use taxes in various statesaatjurisdictions were $0.2 million as of
September 30, 2014 . It is possible that we coate Sales tax audits and our liability for thesesacould exceed our estimates as state tax
authorities could still assert that we are obligatecollect additional amounts as taxes from ast@mers and remit those taxes to those
authorities.

We do not collect sales or other similar taxestireostates and many of the states do not appg salsimilar taxes to certain of our
solutions. State and local taxing jurisdictionséndiffering rules and regulations governing sales ase taxes, and these rules and regulation:
are subject to varying interpretations that mayngesover time. In particular, the applicabilitysafles taxes to our virtual banking solutions in
various jurisdictions is unclear. We review thagles and regulations periodically and, when weeveliwe are subject to sales and use taxes
a particular state, we may voluntarily engage stateuthorities to determine how to comply withittrules and regulations. A successful
assertion by one or more states, including statewliich we have not accrued tax liability, requirius to collect sales or other taxes with
respect to sales of our solutions or customer stigpald result in substantial tax liabilities fpast transactions, including interest and
penalties, discourage customers from purchasingalutions or otherwise harm our business and tipgreesults.

Changes in financial accounting standards or pracéis may cause adverse, unexpected financial repgrfluctuations and affect our
reported results of operations.

Financial accounting standards may change or iieirpretation may change. A change in accountiagdards or practices can have a
significant effect on our reported results and reegn affect our reporting of transactions complétefre the change becomes effective.
Changes to existing rules or the re-examining ofenit practices may adversely affect our reporiegiicial results or the way we conduct our
business. Accounting for revenues from sales ofolutions is particularly complex, is often thdat of intense scrutiny by the SEC and
evolve as the Financial Accounting Standards Beardinues to consider applicable accounting stafsdiar this area.

We may acquire or invest in companies, or pursuesimess partnerships, which may divert our managert®attention, result in
ownership dilution to our stockholders, and we miag unable to integrate acquired businesses and tedbgies successfully or achieve the
expected benefits of such acquisitions or investisen

We may evaluate and consider potential strategitstictions, including acquisitions of, or investtaen, businesses, technologies,
services, products and other assets in the fufleealso may enter into relationships with otherifiesses to expand our solutions, which coul
involve preferred or exclusive licenses, additicctznnels of distribution, discount pricing or istraents in other companies. Negotiating tl
transactions can be time-consuming, difficult arpemsive, and our ability to close these transastinay be subject to approvals that are
beyond our control. In addition, we have limiteghesience in acquiring other businesses. We maypaaible to find and identify desirable
acquisition targets, we may incorrectly estimatevhlue of an acquisition target, and we may nauseessful in entering into an agreement
with any particular target. Consequently, thesedaations, even if undertaken and announced, miagiose.

If we acquire additional businesses, we may noieaehthe anticipated benefits from the acquiredri®ss due to a number of factors,
including:

» our inability to integrate or benefit from acquiregthnologies or servict

» unanticipated costs or liabilities associated i acquisitior

» incurrence of acquisitiorelated cost

« difficulty integrating the accounting systems, ggiems and personnel of the acquired busii

« difficulties and additional expenses associateti sitpporting legacy solutions and hosting infratiee of the acquired busine
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« difficulty converting the customers of the aagdi business to our solutions and contract tenmetding disparities in the revenues,
licensing, support or professional services modl¢he acquired company;

+ diversion of management's attention from otherrmss concerr

+ adverse effects to our existing business relatipsshith business partners and customers as & #ghk acquisitior

» use of resources that are needed in other paatsrdfusines:

» the issuance of additional equity securities thatilel dilute the ownership interests of our stockleos

» the use of a substantial portion of our cash thatmay need to operate our busin

» incurrence of debt on terms unfavorable to us ar e are unable to rep

* incurrence of large charges or substantial liabdi

« difficulties retaining key employees of the acqdiemmpany or integrating diverse software coddsusiness culture; a

* become subject to adverse tax consequences, stidlsti@preciation or deferred compensation cha

In addition, a significant portion of the purchgsi&e of companies we acquire may be allocateaddqoiged goodwill and other intangible
assets, which must be assessed for impairmerasttdanually. In the future, if our acquisitionsrau yield expected returns, we may be
required to take charges to our operating resalgt on this impairment assessment process, wbigt adversely affect our results of
operations.

We may not be able to secure sufficient additiofiabncing on favorable terms, or at all, to meet ofuture capital needs.

We may require additional capital in the futurg@tosue business opportunities or acquisitions gpard to challenges and unforeseen
circumstances. We may also decide to engage ityegudebt financings or enter into credit facéifor other reasons. We may not be able tc
secure additional debt or equity financing in agiyrmanner, on favorable terms, or at all. Any det#ncing we obtain in the future could
involve restrictive covenants relating to our cabpitising activities and other financial and opieraal matters, which may make it more
difficult for us to obtain additional capital andnsue business opportunities, including potentguasitions.

Risks Related to Ownership of Our Common Stock

Our stock price could decline due to the large nuemlof outstanding shares of our common stock eligilfor future sale.

Sales of substantial amounts of our common stotkdrpublic market following our IPO, or the pertiep that these sales could occur,
could cause the market price of our common stodetdine. These sales could also make it morecdifffor us to sell equity or equity-related
securities in the future at a time and price thatdeem appropriate. We have 34,218,697 sharesywohoo stock outstanding as of October 31
2014, excluding shares issuable upon the exer€iseramutstanding stock options and shares otherigsuable pursuant to our stock plans.
The shares sold in the IPO were immediately trasalithout restriction, except for any shares puselsby our affiliates as defined in Rule
144 of the Securities Act or by immediate familymieers of our directors and officers in the directhdre program. In addition, as of
September 16, 2014, 66.4% of our outstanding constark became tradable upon the expiration of igqglagreements executed in
connection with our initial public offering. Sharesneficially owned by our affiliates and employeaes subject to volume and other restrict

under Rules 144 and 701 under the Securities At988, as amended, or the Securities Act, variesgting agreements, our insider trading
policy and any applicable 10b5-1 trading plan.
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On May 15, 2014, we registered 8,960,341 sharesioEommon stock that we have issued or may issderwur stock plans. These
shares can be freely sold in the public market upsmance, subject in some cases to volume and retteictions under Rules 144 and 701
under the Securities Act, and various vesting ageses and trading windows under our insider tragiolicy. In addition, some of our
employees, including some of our named executifieass, have entered into 10b5-1 trading plansndigg sales of shares of our common
stock. If any of these additional shares are smwid,it is perceived that they will be sold, iretipublic market, the trading price of our common
stock could decline.

Holders of approximately 66.0% of our common stack entitled to rights with respect to the registraof these shares under the
Securities Act. If we register their shares of camrstock following the expiration of the lock-upragments, these stockholders could sell
those shares in the public market without beingemitio the volume and other restrictions of Ruld and Rule 701.

In the future, we may issue securities in connectiith investments and acquisitions. The amoumtumsfcommon stock issued in
connection with an investment or acquisition catddstitute a material portion of our then outstagditock. Due to these factors, sales of a
substantial number of shares of our common stothkarpublic market could occur at any time. Thedess or the perception in the market thai
the holders of a large number of shares intenéltskares, could reduce the market price of outroon stock.

We have incurred and will continue to incur signdant increased expenses and administrative burdass public company, which
could have a material adverse effect on our opesas and financial results.

We face increased legal, accounting, administratie other costs and expenses as a public companweé did not incur as a private
company. The Sarbanéxley Act, including the requirements of Sectio48s well as rules and regulations subsequenfijeimented by th
SEC, the Public Company Accounting Oversight Baard the New York Stock Exchange, impose additiogabrting and other obligations
public companies. Compliance with public comparguieements have and will increase our costs ancersakne activities more time-
consuming. A number of those requirements havendihdequire us to carry out activities we have done previously. For example, we have
created new board committees and have adoptedmexal controls and disclosure controls and progesi In addition, we have and will
continue to incur additional expenses associat#it auir SEC reporting requirements. We recently appd a new chief financial officer and
hired several finance and accounting personnekant individuals have only worked for us for a tidi period of time and have limited
experience in managing public companies. Furthegmbwe identify any issues in complying with teagquirements (for example, if we or
our auditors identify a material weakness or sigaift deficiency in our internal control over firgal reporting), we could incur additional
costs rectifying those issues, and the existentieosk issues could adversely affect us, our réipatar investor perceptions of us. It is also
more expensive to maintain director and officebility insurance as a public company. Risks assediavith our status as a public company
may make it more difficult for us to attract andkie qualified persons to serve on our board afadors or as executive officers. The additiona
reporting and other obligations imposed on us legdtrules and regulations have and we expectneiltase our legal and financial complia
costs and the costs of our related legal, accogiatid administrative activities. These increasedscwill require us to divert a significant
amount of money that we could otherwise use to momair business and achieve our strategic objectR®posals submitted by stockholders
at our annual meeting or other advocacy effortstbgkholders and third parties may also prompttaddil changes in governance and
reporting requirements, which could further inceeaar costs.

In addition, changing laws, regulations and stagislaglating to corporate governance and publidaisce are creating uncertainty for
public companies, increasing legal and financiahptiance costs and making some activities more tiomsuming. These laws, regulations
standards are subject to varying interpretationsjany cases due to their lack of specificity, asda result, their application in practice may
evolve over time as new guidance is provided byletgry and governing bodies. This situation caelsult in continuing uncertainty regard
compliance matters and higher costs necessitateddpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased ig¢aed administrative expenses and a
diversion of management's time and attention fremenuegenerating activities to compliance activitiesour efforts to comply with new law
regulations and standards differ from the actisitirdended by regulatory or governing bodies duanbiguities related to their application and
practice, regulatory authorities may initiate invgations, inquiries, administrative proceedingsegial proceedings against us and our busine:
may be adversely affected.
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Insiders continue to have substantial control oves, which may limit our stockholders' ability to fuence corporate matters and del
or prevent a third party from acquiring control oveis.

As of October 31, 2014, our directors, executiviicefs and holders of more than 5% of our commoulsttogether with their affiliates,
beneficially owned, in the aggregate, approxima@ely’% of our outstanding common stock. This sigaift concentration of ownership may
adversely affect the trading price for our commtmtls because investors often perceive disadvaniagesning stock in companies with one
or more large stockholders. In addition, theseldtolders will be able to exercise significant ihce over all matters requiring stockholder
approval, including the election of directors appmval of corporate transactions, such as a mengether sale of our company or its assets.
This concentration of ownership could limit oth&yckholders' ability to influence corporate mattensl may have the effect of delaying or
preventing a change in control, including a mergensolidation or other business combination inW@ws, or discouraging a potential
acquirer from making a tender offer or otherwigerapting to obtain control, even if that changeantrol would benefit our other
stockholders.

Our management has broad discretion over the us¢hef proceeds we received in our IPO and might apply those proceeds in ways
that increase the value of our common stock.

Our management has broad discretion to use theroeteds from our IPO. Our management might ndiapp net proceeds of the IPO
in ways that increase the value of our common stéék used approximately $6.2 million of our netqeeds to repay outstanding indebtednes
under our Credit Facility and expect to use theuhed for general corporate purposes, including ingrkapital and capital expenditures, wh
may in the future include investments in, or acijoiss of, complementary businesses, servicesatmn@ogies. Our management might not be
able to yield a significant return, if any, on armse of these net proceeds.

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

Ensuring that we have adequate internal financidlaccounting controls and procedures in placéavwe can produce accurate
financial statements on a timely basis is a caatly time-consuming effort that needs to be re-atatlifrequently. Our internal control over
financial reporting is a process designed to prev&hsonable assurance regarding the reliabilitinafcial reporting and preparation of
financial statements in accordance with GAAP. Weiarthe process of documenting, reviewing and awmg our internal controls and
procedures for compliance with Section 404(a) ef$larbane®xley Act, which requires annual management assa#sof the effectiveness
our internal control over financial reporting. Ieviail to maintain proper and effective internahtols, our ability to produce accurate and
timely financial statements could be impaired, hiould harm our operating results, harm our ahititoperate our business and reduce the
trading price of our stock.

Our stock price may be volatile.

The trading price of our common stock may be higluiatile and could be subject to wide fluctuatiamsesponse to various factors,
including the risk factors described in this repartd other factors beyond our control. Factorsaiffig the trading price of our common stock
include:

» variations in our operating results or the operat&sults of similar companit

» announcements of technological innovations, selutions or enhancements or strategic partnersiipgreements by us or by our
competitors;

» changes in the estimates of our operating resoilir financial guidance or changes in recomméonaby any securities analysts that
follow our common stock;

» the gain or loss of custome

» adoption or modification of regulations, policigspcedures or programs applicable to our busined®ar customers' busine
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* marketing and advertising initiatives by us or campetitors
» threatened or actual litigatic
e changes in our senior managem
e recruitment or departure of key person
» market conditions in our industry, the industrié®or customers and the economy as a w
» the overall performance of the equity mark
» sales of shares of our common stock by existingkstolders
» volatility in our stock price, which may leadhiggher stockbased compensation expenses under applicable dtgpatandards; ai
* the market's reaction to our reduced disclosugerasult of being an emerging growth company utitedOBS Ac

In addition, the stock market in general and theketsfor technology companies in particular, haxpegienced extreme price and volt
fluctuations that have often been unrelated orrdiggrtionate to the operating performance of treasapanies. Broad market and industry
factors may harm the market price of our commonkstegardless of our actual operating performaBoee companies that have had volatile
market prices for their securities have had sdesritlass action lawsuits filed against them.dtia were filed against us, regardless of its
merits or outcome, it could result in substant@dts and divert management's attention.

We currently do not intend to pay dividends on aeommon stock.

We have never declared nor paid cash dividendsiogapital stock. We currently do not plan to deeldividends on shares of our
common stock in the foreseeable future. We cuiyenténd to retain any future earnings to finartee dperation and expansion of our busir
Any payment of future dividends will be at the detton of our board of directors, subject to commptie with certain covenants contained in
credit facility, which limit our ability to pay didends, and will depend on our financial conditimsults of operations, capital requirements,
general business conditions and other factorsatimaboard of directors may deem relevant.

As an "emerging growth company" under the JOBS Aetge are permitted to, and intend to, rely on exeiops from certain disclosur
requirements, which could make our common stockdedtractive to investors.

As an "emerging growth company" under the JOBS etare permitted to, and intend to, rely on exéongtfrom certain disclosure
requirements. In particular, we did not includeddiithe executive compensation related informatiai would be required in the prospectus fo
our IPO dated March 19, 2014 if we were not an gingrgrowth company. We also only provided threargef selected financial data in our
prospectus dated March 19, 2014 instead of theytaes of selected financial data required for canigs that do not qualify for emerging
growth company status. In addition, for so longvasare an emerging growth company, we will notdmpuired to:

* have an auditor report on our internal contr@rdinancial reporting pursuant to Section 404(bjhe Sarbane®xley Act;

» comply with any requirement that may be adoptethlkeyPublic Company Accounting Oversight Board rdgey mandatory audit firr
rotation or a supplement to the auditor's repastjoling additional information about the audit ahd financial statements (auditor
discussion and analysis); and

* submit certain executive compensation mattersocksiblder advisory votes, such as "say on pay™aay on frequency

Because of these exemptions and the other reduseldslire obligations for emerging growth companies stock may appear less
attractive to investors and could cause our stoidefo decline.
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Although we intend to rely on certain of the exelmps provided in the JOBS Act, the exact implicasi@f the JOBS Act for us are still
subject to interpretations and guidance by the §&€other regulatory agencies. Also, as our busigesys, we may no longer satisfy the
conditions of an emerging growth company. We véthain an "emerging growth company" until the eatld (i) the last day of the fiscal ye
during which we have total annual gross revenudldfillion or more; (ii) the last day of the fidgeear following the fifth anniversary of our
IPO; (iii) the date on which we have, during thepous three-year period, issued more than $bhilla non-convertible debt; and (iv) the date
on which we are deemed to be a "large accelerd&tidinder the Exchange Act. We will be deemedrgé accelerated filer on the first day of
the fiscal year after the market value of our commaquity held by non-affiliates exceeds $700 milJimeasured on June 30. If investors find
our common stock less attractive as a result ofeliance on certain of the JOBS Act exemptionstgalmay be a less active trading market fol
our common stock, and our stock price may be molatie.

In addition, Section 107 of the JOBS Act also pdes that an emerging growth company can take aagardf the extended transition
period provided in Section 7(a)(2)(B) of the Setesi Act for complying with new or revised accoumgtistandards. In other words, an emer
growth company can delay the adoption of certagoanting standards until those standards wouldraile apply to private companies.
However, we have chosen to "opt out" of such ex@dridansition period, and as a result, we will chynwith new or revised accounting
standards on the relevant dates on which adopfion o
such standards is required for non-emerging gr@ethpanies. Section 107 of the JOBS Act providesdbadecision to opt out of the
extended transition period for complying with nesrevised accounting standards is irrevocable.

Anti-takeover provisions in our charter documents@ Delaware law could discourage, delay or prevarghange in control of our
company and may affect the trading price of our coran stock.

We are a Delaware corporation and the anti-takepraisions of the Delaware General Corporation LaWwich apply to us, may
discourage, delay or prevent a change in contrgrbhibiting us from engaging in a business comtmnawith an interested stockholder for a
period of three years after the stockholder beccaandaterested stockholder, even if a change itrobwould be beneficial to our existing
stockholders. In addition, our amended and resizeificate of incorporation and amended and tedthylaws may discourage, delay or
prevent a change in our management or control esénat stockholders may consider favorable. Odificate of incorporation and bylaws:

» authorize the issuance of "blank check" preféstock that could be issued by our board of dimscto help defend against a takeover
attempt;

» establish a classified board of directors, assalt of which the successors to the directorsselierms have expired will be elected to
serve from the time of election and qualificationtilthe third annual meeting following their elext;

* require that directors only be removed from officecause and only upon a supermajority stockholdés

« provide that vacancies on the board of dire¢ioduding newly created directorships, may bkedilonly by a majority vote of
directors then in office rather than by stockhadgler

« prevent stockholders from calling special meeti

e include advance notice procedures for stockhelttienominate candidates for election as direciotzing matters before an annual
meeting of stockholders;

» prohibit stockholder action by written consent,uieiqg all actions to be taken at a meeting ofdtuekholders; ar

e provide that certain litigation against us can dodgybrought in Delawal
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Item 2. Unregistered Sales of Equity Securitiesral Use of Proceeds

(a) Sales of Unregistered Securities
None.

(b) Use of Proceeds

On March 25, 2014, we completed our IPO of 7,760 &Yares of common stock, at a price of $13.0Gpare, before underwriting
discounts and commissions, and on April 2, 2014 wrmapleted the sale of an additional 1,164,131 shaireur common stock, at a price of
$13.00 per share, before underwriting discountscamamissions, as a result of the underwriters'@sgerof their over-allotment option to
purchase additional shares. We sold 7,414,131df shares and existing stockholders sold an aggredd,510,870 of such shares. The IPO
generated net proceeds to us of $86.3 millionr d@iéelucting $10.1 million in underwriting discount®emmissions and offering expenses. We
did not receive any proceeds from the sale of shayeahe selling stockholders in the IPO. The jomatnaging underwriters of the offering were
J.P. Morgan Securities LLC and Stifel, Nicolaus &@pany, Incorporated.

There have been no material changes in the plamsedf proceeds from our IPO from that describetiénfinal prospectus filed with the
SEC pursuant to Rule 424(b) on March 20, 2014. Wiglortion of the proceeds of the IPO, we repat@amately $6.2 million of our
outstanding indebtedness under our Credit Facility.

(c) Repurchases

None.

Item 3. Defaults Upon Senior Securities
None.

Item 4. Mine Safety Disclosures
Not applicable.

Item 5. Other Information

None.
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Item 6. Exhibits
Exhibit
Number Description of Document
3.1 *  Fourth Amended and Restated Certificate of Incapon of the Registrant (filed as Exhibit 3.2 of tRegistrant’'s Form $-

Registration Statement (Registration No. 333-193P11

3.2 * Amended and Restated Bylaws of the Regis{ffded as Exhibit 3.4 of the Registrant’s Forrl Registration Statement
(Registration No. 333-193911)).

10.1 * Lease Agreement, dated July 18, 2014, by and ar@@goftware, Inc. and CREF Aspen Lake Buildind-LUC (filed as
Exhibit 10.1 to the Registration's Current Reporform 8-K filed with the Securities and Exchangarnission on July
23, 2014).

10.2 **  Forms of Restricted Stock Units Agreensemhder the Registrant's 2014 Equity Incentive Plan

311 ™ Certification of Chief Executive Officer pursuantExchange Act Rule, 13a-14(a) and 15d-14(a), aptad pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 ™ Certification of Chief Financial Officer pursuawot Exchange Act Rule, 13a-14(a) and 15d-14(a), aptad pursuant to

Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 ™ Certification pursuant to 18 U.S.C. 1350, adoptespant to Section 906 of the Sarbanes-Oxley A2006P, by Chief

Executive Officer.

32.2 ™ Certification pursuant to 18 U.S.C. 1350, adoptespant to Section 906 of the Sarbanes-Oxley A2DOR, by Chief

Financial Officer.

101.INS *** XBRL Instance Document.

101.SCH *** XBRL Taxonomy Extension Schema Document.

101.CAL *** XBRL Taxonomy Extension Calculation Linkbase Docume

101.DEF *** XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB *** XBRL Taxonomy Extension Label Linkbase Document.

101.PRE *** XBRL Taxonomy Extension Presentation Linkbase Doenin
* Incorporated herein by reference to the intiddiling.
**  Furnished herewith.
rk Pursuant to applicable securities laws andulagons, these interactive data files are deenmdiled or part of a registration statement
or prospectus for purposes of Sections 11 or tBeSecurities Act, are deemed not filed for puegasf Section 18 of the Exchange
Act and otherwise are not subject to liability untleese sections.
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the Registrant has duly causiscRéport to be signed on its
behalf by the undersigned, thereunto duly authdrize

Q2 HOLDINGS, INC.
November 10, 2014 By: /sl MATTHEW P. FLAKE
Matthew P. Flake
President and Chief Executive Officer

November 10, 2014 By: /s/ JENNIFER N. HARRIS
Jennifer N. Harris

Chief Financial Officer
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INDEX TO EXHIBITS

Exhibit
Number Description of Document
3.1 *  Fourth Amended and Restated Certificate of Incapon of the Registrant (filed as Exhibit 3.2 oé tRegistrant’'s Form S-
1 Registration Statement (Registration No. 333-193p
3.2 *  Amended and Restated Bylaws of the Regis{ffded as Exhibit 3.4 of the Registrant’s Forrl Registration Statement

(Registration No. 333-193911)).

10.1 *  Lease Agreement, dated July 18, 2014, by and ar@@goftware, Inc. and CREF Aspen Lake Buildind-LUC (filed as
Exhibit 10.1 to the Registration's Current Report@rm 8-K filed with the Securities and Exchangarinission on July
23, 2014).

10.2 **  Forms of Restricted Stock Units Agreensemtder the Registrant's 2014 Equity Incentive Plan

311 ™ Certification of Chief Executive Officer pursuantExchange Act Rule, 13a-14(a) and 15d-14(a), aptad pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

31.2 ™ Certification of Chief Financial Officer pursuawctExchange Act Rule, 13a-14(a) and 15d-14(a), aptad pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002.

32.1 ™ Certification pursuant to 18 U.S.C. 1350, adopterbpant to Section 906 of the Sarbanes-Oxley A20D6P, by Chief
Executive Officer.

32.2 *

Certification pursuant to 18 U.S.C. 1350, adoptexspant to Section 906 of the Sarbanes-Oxley ARDOR, by Chief
Financial Officer.

101.INS *** XBRL Instance Document.

101.SCH *** XBRL Taxonomy Extension Schema Document.

101.CAL *** XBRL Taxonomy Extension Calculation LinkbaseoBument.

101.DEF *** XBRL Taxonomy Extension Definition hkbase Document.

101.LAB ***  XBRL Taxonomy Extension Label Linkbase Docunten

101.PRE ** XBRL Taxonomy Extension Presentatldnkbase Document.

* Incorporated herein by reference to the intiddiling.

**  Furnished herewith.

rk Pursuant to applicable securities laws andulagons, these interactive data files are deenmdiled or part of a registration statement
or prospectus for purposes of Sections 11 or tBeSecurities Act, are deemed not filed for puegasf Section 18 of the Exchange
Act and otherwise are not subject to liability untleese sections.
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EXHIBIT 10.2

Q2 HOLDINGS, INC.
RESTRICTED STOCK UNITS AGREEMENT
(For U.S. Participants)

Q2 Holdings, Inc. has granted to the Participamedin theNotice of Grant of Restricted Stock Ur(ilse“ Grant Notice” ) to whick
this Restricted Stock Units Agreement (th&greement’ ) is attached an Award consisting of Restrictedstdnits (each & Unit ” ) subjec
to the terms and conditions set forth in the GNwmtice and this Agreement. The Award has been gdaptirsuant to and shall in all respect
subject to the terms conditions of the Q2 Holdings, 2014 Equity Incentive Plan (tffePlan ” ), as amended to the Date of Grant,
provisions of which are incorporated herein by mefiee. By signing the Grant Notice, the Participga) acknowledges receipt of ¢
represents that the Participant has read and iidanvith the Grant Notice, this Agreement, the®land a prospectus for the Plan prepar
connection with the registration with the Secusitiend Exchange Commission of the shares issuabkignt to the Award (thé Plan
Prospectus” ), (b) accepts the Award subject to all of the ternms @onditions of the Grant Notice, this Agreemerd #me Plan and (c) agre
to accept as binding, conclusive and final all diecis or interpretations of the Committee upon qugstions arising under the Grant Not
this Agreement or the Plan.

1. DEFINITIONS AND CONSTRUCTION .

1.1 Definitions . Unless otherwise defined herein, capitalized teshal have the meanings assigned to such ternts
Grant Notice or the Plan.

(@) “Good Reasori means any one or more of the following (i) anyuiel by the Participating Company Gri
to pay, or any material reduction by the PartigipCompany Group of, the Participabase salary in effect immediately prior to theed#
the Change in Control (unless reductions comparabdéenount and duration are concurrently made Hoother employees of the Participat
Company Group with responsibilities, organizatiotelel and title comparable to the Participapt'or (ii) any failure by the Participati
Company Group to (1) continue to provide the Pgdiat with the opportunity to participate, on terntsless favorable than those in effec
the benefit of any employee or service provideugrarhich customarily includes a person holdingeh®loyment or service provider posit
or a comparable position with the Participating @amy Group then held by the Participant, in anyefieror compensation plans &
programs, including, but not limited to, the Papi#ting Company Group'life, disability, health, dental, medical, sa\sngrofit sharing, stoc
purchase and retirement plans, if any, in whichRbheicipant was participating immediately priorthe date of the Change in Control, or t
equivalent, or (2) provide the Participant with edher fringe benefits (or their equivalent) froome to time in effect for the benefit of ¢
employee or service provider group which customarnitiudes a person holding the employment or serpirovider position or a compara
position with the Participating Company Group thetd by the Participant.

(b) “ Termination After Change in Controf means the occurrence of either of the followingnéspon or pric
to the first anniversary of the consummation ofte@@e in Control: (i) termination by the Participgt Company Group of the Participant’
Service for any reason other than for Cause oth@)Participans resignation for Good Reason from all capacitiew/hich the Participant
then rendering Service; provided, however, thatmieation After Change in Control shall not includey termination of the Participasat’
Service which (1) is for Cause, (2) is a resulthaf Participant’s death or disability, (3) is aule®sf the Participang voluntary termination
Service other than for Good Reason, or (4) occrios o the effectiveness of a Change in Control.

1.2  Construction . Captions and titles contained herein are for comrere only and shall not affect the meanin
interpretation of any provision of this Agreemeikcept when otherwise indicated by the context,sihgular shall include the plural and
plural shall include the singular. Use of the téof is not intended to be exclusive, unless thateat clearly requires otherwise.




2. ADMINISTRATION

All questions of interpretation concerning the Grilotice, this Agreement, the Plan or any othemfaf agreement or ot
document employed by the Company in the administrabf the Plan or the Award shall be determinedthg Committee. All suc
determinations by the Committee shall be finaldiig and conclusive upon all persons having arrésten the Award, unless fraudulen
made in bad faith. Any and all actions, decisiomd determinations taken or made by the Committébarexercise of its discretion pursuar
the Plan or the Award or other agreement thereufadier than determining questions of interpretaparsuant to the preceding sentence)
be final, binding and conclusive upon all persoasiig an interest in the Award. Any Officer shadivie the authority to act on behalf of
Company with respect to any matter, right, obligiatior election which is the responsibility of ohigh is allocated to the Company her
provided the Officer has apparent authority witkpect to such matter, right, obligation, or elettio

3. THE AWARD .

3.1 Grant of Units. On the Date of Grant, the Participant shall acquitdject to the provisions of this Agreement,
Total Number of Units set forth in the Grant Nofisabject to adjustment as provided in Sectioné&hBJnit represents a right to receive
date determined in accordance with the Grant Natiwkthis Agreement one (1) share of Stock.

3.2 No Monetary Payment Required. The Participant is not required to make any momgetmyment (other thi
applicable tax withholding, if any) as a conditimnreceiving the Units or shares of Stock issueghugettlement of the Units, the considere
for which shall be past services actually renderefiiture services to be rendered to a Particigaiompany or for its benefit. Notwithstand
the foregoing, if required by applicable law, thartizipant shall furnish consideration in the foohcash or past services rendered
Participating Company or for its benefit havingadue not less than the par value of the sharesockSssued upon settlement of the Units.

4. VESTING OF UNITS .

Units acquired pursuant to this Agreement shallobee Vested Units as provided in the Grant Notioar. purposes ¢
determining the number of Vested Units following@wnership Change Event, credited Service shallidecall Service with any corporati
which is a Participating Company at the time thevige is rendered, whether or not such corporaisoa Participating Company both bet
and after the Ownership Change Event.

5. COMPANY REACQUISITION RIGHT

5.1 Grant of Company Reacquisition Right.Except to the extent otherwise provided by the S&quling Agreement,
any, in the event that the ParticipanBervice terminates for any reason or no reasith,ovwithout cause, the Participant shall forgiid thi
Company shall automatically reacquire all Units ethare not, as of the time of such termination,t&@&Jnits (“Unvested Units”) , and th
Participant shall not be entitled to any paymeatefor (thé‘Company Reacquisition Right).

5.2  Ownership Change Event, Non-Cash Dividends, Distristions and Adjustments. Upon the occurrence of
Ownership Change Event, a dividend or distributimthe stockholders of the Company paid in shafe&dtack or other property, or any ot
adjustment upon a change in the capital structfiteeoCompany as described in Section 9, any dnueal, substituted or additional securi
or other property (other than regular, periodichcdiwidends paid on Stock pursuant to the Compadividend policy) to which the Particip
is entitled by reason of the Participantwnership of Unvested Units shall be immediagelpject to the Company Reacquisition Right
included in the terms “Units” and “Unvested Unifst all purposes of the Company Reacquisition Rigih the same force and effect as
Unvested Units immediately prior to the Ownershipa@ge Event, dividend, distribution or adjustmexst,the case may be. For purpose
determining the number of Vested Units following @wnership Change Event, dividend, distributionadjustment, credited Service sl
include all Service with any corporation which iParticipating Company at the time the Serviceerglered, whether or not such corporatic
a Participating Company both before and after ach ®vent.




6. SETTLEMENT OF THE AWARD .

6.1 Issuance of Shares of StockSubject to the provisions of Section 6.3, the Camypshall issue to the Participant
the Settlement Date with respect to each VestetitOitie settled on such date one (1) share of Siduk Settlement Date with respect to a
shall be the date on which such Unit becomes aedelShit as provided by the Grant Notice (a®riginal Settlement Datée ); provided
however, that if the Original Settlement Date woottur on a date on which a sale by the Participhtite shares to be issued in settleme
the Vested Units would violate the Trading ComptiarPolicy of the Company and if the Company hasaadtl the Participant to satisfy its
obligations pursuant to Section 7.2 of this Agreetnthe Settlement Date for such Vested Units dialtleferred until the next day on wt
the sale of such shares would not violate the Tim@lompliance Policy, but in any event on or betbree15th day of the third calendar mc
following calendar year of the Original Settlem&wte. Shares of Stock issued in settlement of Uhitdl not be subject to any restrictior
transfer other than any such restriction as manetaired pursuant to Section 6.3, Section 7 oCbpany’s Trading Compliance Policy.

6.2 Beneficial Ownership of Shares; Certificate Registition . The Participant hereby authorizes the Companyts
sole discretion, to deposit any or all shares aeduby the Participant pursuant to the settleménh® Award with the Compang’transfe
agent, including any successor transfer agentetoeid in book entry form, or to deposit such shdoe the benefit of the Participant with :
broker with which the Participant has an accouthati@nship of which the Company has notice. Excaptprovided by the foregoing
certificate for the shares acquired by the Paricishall be registered in the name of the Paaitipor, if applicable, in the names of the t
of the Participant.

6.3 Restrictions on Grant of the Award and Issuance oShares. The grant of the Award and issuance of shar
Stock upon settlement of the Award shall be suliecompliance with all applicable requirementdexferal, state or foreign law with resy
to such securities. No shares of Stock may be dgsteeeunder if the issuance of such shares wouldtitote a violation of any applical
federal, state or foreign securities laws or other or regulationsr the requirements of any stock exchange or mak&em upon which tl
Stock may then be listed. The inability of the Camp to obtain from any regulatory body having jdigsion the authority, if any, deemed
the Companys legal counsel to be necessary to the lawful isseiaf any shares subject to the Award shall relibe Company of any liabili
in respect of the failure to issue such shares agich such requisite authority shall not haverbeketained. As a condition to the settlemel
the Award, the Company may require the Participarsatisfy any qualifications that may be necessargppropriate, to evidence complia
with any applicable law or regulation and to makg eepresentation or warranty with respect theastmay be requested by the Company.

6.4 Fractional Shares. The Company shall not be required to issue fraatishares upon the settlement of the Award.

7. TAXWITHHOLDING

7.1 In General. At the time the Grant Notice is executed, or at &éinye thereafter as requested by a Particip
Company, the Participant hereby authorizes withhgldrom payroll and any other amounts payablén®Rarticipant, and otherwise agree
make adequate provision for, any sums requirectisfg the federal, state, local and foreign tanclfiding any social insurance) withhold
obligations of the Participating Company, if anyhigh arise in connection with the Award, the vegtof Units or the issuance of share
Stock in settlement thereof. The Company shall haweobligation to deliver shares of Stock until tiae withholding obligations of ti
Participating Company have been satisfied by thédizant.

7.2  Assignment of Sale ProceedsSubject to compliance with applicable law and tlemPanys Trading Complianc
Policy, if permitted by the Company, the Participaray satisfy the Participating Compasyax withholding obligations in accordance \
procedures established by the Company providingd@ivery by the Participant to the Company or eker approved by the Company
properly executed instructions, in a form approkgdhe Company, providing for the assignment toGoenpany of the proceeds of a sale"
respect to some or all of the shares being acquiped settlement of Units.




7.3  Withholding in Shares. The Company shall have the right, but not the @i, to require the Participant to sat
all or any portion of a Participating Compasyax withholding obligations by deducting from tieares of Stock otherwise deliverable tc
Participant in settlement of the Award a numbewbble shares having a fair market value, as det@thby the Company as of the datt
which the tax withholding obligations arise, notemcess of the amount of such tax withholding allaps determined by the applice
minimum statutory withholding rates.

8. EFFECT OF CHANGE IN CONTROL .

In the event of a Change in Control, except toakient that the Committee determines to cash @ufAthiard in accordan
with Section 13.1(c) of the Plan, the survivingntiouing, successor, or purchasing entity or patieeteof, as the case may be (th&ctuiror
"), may, without the consent of the Participanguame or continue in full force and effect the Compa rights and obligations under all or .
portion of the outstanding Units or substitute &iror any portion of the outstanding Units substdly equivalent rights with respect to
Acquiror’s stock. For purposes of this Section, a Unit dballeemed assumed if, following the Change in ©@brthe Unit confers the right
receive, subject to the terms and conditions oPfa@ and this Agreement, the consideration (whettwek, cash, other securities or proper
a combination thereof) to which a holder of a star&tock on the effective date of the Change imt&d was entitled (and if holders w
offered a choice of consideration, the type of abersition chosen by the holders of a majority & tutstanding shares of Stock); provi
however, that if such consideration is not sola@ynmon stock of the Acquiror, the Committee mayhwite consent of the Acquiror, prov
for the consideration to be received upon settléragthe Unit to consist solely of common stockiled Acquiror equal in Fair Market Value
the per share consideration received by holderStotk pursuant to the Change in Control. The Awslndll terminate and cease to
outstanding effective as of the time of consumnmatiothe Change in Control to the extent that Usitsject to the Award are neither assu
or continued by the Acquiror in connection with tBlkeange in Control nor settled as of the time ef@nange in Control.

9. ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURE .

Subject to any required action by the stockholdérthe Company and the requirements of Section 46Bthe Code to tt
extent applicable, in the event of any change eStock effected without receipt of consideratigntie Company, whether through mer
consolidation, reorganization, reincorporation agatalization, reclassification, stock dividendyak split, reverse stock split, split-up, spiit;
spin-off, combination of shares, exchange of sharesjroilar change in the capital structure of the Camyp or in the event of payment ¢
dividend or distribution to the stockholders of thempany in a form other than Stock (other thamliaag periodic cash dividends paid on St
pursuant to the Comparsytividend policy) that has a material effect om Hair Market Value of shares of Stock, appropréeté proportiona
adjustments shall be made in the number of Unibgesti to the Award and/or the number and kind @frek or other property to be issue
settlement of the Award, in order to prevent ddator enlargement of the Participantights under the Award. For purposes of the foiray
conversion of any convertible securities of the @any shall not be treated as “effected withoutiptas consideration by the Companyhy
and all new, substituted or additional securitieother property (other than regular, periodic cdalidends paid on Stock pursuant to
Companys dividend policy) to which the Participant is #etl by reason of ownership of Units acquired pansuo this Award will b
immediately subject to the provisions of this Awanml the same basis as all Units originally acquireceunder. Any fractional Unit or sh
resulting from an adjustment pursuant to this $ecshall be rounded down to the nearest whole nunSueh adjustments shall be determ
by the Committee, and its determination shall balfibinding and conclusive.

10. RIGHTS AS A STOCKHOLDER, DIRECTOR, EMPLOYEE OR CONS ULTANT .

The Participant shall have no rights as a stocldroldth respect to any shares which may be issoeskitlement of th
Award until the date of the issuance of such sh@s®videnced by the appropriate entry on the dodkhe Company or of a duly authori
transfer agent of the Company). No adjustment diemlihade for dividends, distributions or other tigior which the record date is prior to
date the shares are issued, except as provideectios 9. If the Participant is an Employee, theiBipant understands and acknowledges
except as




otherwise provided in a separate, written employnagreement between a Participating Company andP#réicipant, the Participant’
employment is “at will’and is for no specified term. Nothing in this Agremnt shall confer upon the Participant any rightaatinue in th
Service of a Participating Company or interferaity way with any right of the Participating CompaByoup to terminate the Participant’
Service at any time.

11. LEGENDS.
The Company may at any time place legends refengramy applicable federal, state or foreign seiegritaw restrictions ¢
all certificates representing shares of stock idguérsuant to this Agreement. The Participant slaélthe request of the Company, prom

present to the Company any and all certificatesesmting shares acquired pursuant to this Awattdarpossession of the Participant in o
to carry out the provisions of this Section.

12. COMPLIANCE WITH SECTION 409A .

It is intended that any election, payment or bemetfich is made or provided pursuant to or in catioa with this Award thi
may result in Section 409A Deferred Compensaticadl stomply in all respects with the applicable riegments of Section 409A (includi
applicable regulations or other administrative guice thereunder, as determined by the Committgeadd faith) to avoid the unfavorable
consequences provided therein for aoompliance. In connection with effecting such caanpde with Section 409A, the following shall apply:

12.1 Separation from Service; Required Delay in Paymento Specified EmployeeNotwithstanding anything set fo
herein to the contrary, no amount payable purstmatitis Agreement on account of the Participamt¢rmination of Service which constitute
“deferral of compensation” within the meaning oé thireasury Regulations issued pursuant to Secti@h 4f the Code (thé Section 409;
Regulations” ) shall be paid unless and until the Participarst ingurred a “separation from serviaosithin the meaning of the Section 40
Regulations. Furthermore, to the extent that théiddzant is a “specified employestithin the meaning of the Section 409A Regulatiaeso
the date of the Participastseparation from service, no amount that consttatdeferral of compensation which is payableamownt of th
Participant’s separation from service shall be paithe Participant before the date (th®elayed Payment Daté ) which is first day of th
seventh month after the date of the Participantjsagtion from service or, if earlier, the datetloé Participants death following suc
separation from service. All such amounts that wptilut for this Section, become payable prior te elayed Payment Date will
accumulated and paid on the Delayed Payment Date.

12.2 Other Changes in Time of PaymentNeither the Participant nor the Company shall take action to accelerate
delay the payment of any benefits under this Agesgtrim any manner which would not be in compliawith the Section 409A Regulations.

12.3 Amendments to Comply with Section 409A; Indemnificion. Notwithstanding any other provision of t
Agreement to the contrary, the Company is authdrizeamend this Agreement, to void or amend angtiele made by the Participant un
this Agreement and/or to delay the payment of amnies and/or provision of any benefits in such nesires may be determined by
Company, in its discretion, to be necessary or@mate to comply with the Section 409A Regulati@righout prior notice to or consent of -
Participant. The Participant hereby releases aldsH@mrmless the Company, its directors, officeid stockholders from any and all claims
may arise from or relate to any tax liability, pkies, interest, costs, fees or other liability ined by the Participant in connection with
Award, including as a result of the applicatiorSafction 409A.

12.4  Advice of Independent Tax Advisor.The Company has not obtained a tax ruling or otlo@firmation from th
Internal Revenue Service with regard to the apfitioaof Section 409A to the Award, and the Compedogs not represent or warrant that
Agreement will avoid adverse tax consequenceseadPdrticipant, including as a result of the appiicaof Section 409A to the Award. T
Participant hereby acknowledges that he or shébbas advised to seek the advice of his or her omdapgendent tax advisor prior to ente
into this Agreement




and is not relying upon any representations of Goenpany or any of its agents as to the effect otheradvisability of entering into tt
Agreement.

13. MISCELLANEOUS PROVISIONS .

13.1 Termination or Amendment. The Committee may terminate or amend the Plan isrAgreement at any tirr
provided, however, that except as provided in 8adiin connection with a Change in Control, nohstezmination or amendment may ha
materially adverse effect on the Participantights under this Agreement without the consdnthe Participant unless such terminatiol
amendment is necessary to comply with applicabledagovernment regulation, including, but not kied to, Section 409A. No amendmer
addition to this Agreement shall be effective uslgswriting.

13.2 Nontransferability of the Award. Prior to the issuance of shares of Stock on théicgigpe Settlement Date, neitl
this Award nor any Units subject to this Award sl subject in any manner to anticipation, aliemtsale, exchange, transfer, assignn
pledge, encumbrance, or garnishment by creditoth@fParticipant or the Participasmtheneficiary, except transfer by will or by thevéaol
descent and distribution. All rights with respezthie Award shall be exercisable during the Pauaici's lifetime only by the Participant or 1
Participant’s guardian or legal representative.

13.3 Further Instruments. The parties hereto agree to execute such furtisénuiments and to take such further actic
may reasonably be necessary to carry out the iofethis Agreement.

13.4 Binding Effect. This Agreement shall inure to the benefit of thecessors and assigns of the Company and, s
to the restrictions on transfer set forth herem binding upon the Participant and the Particigahgirs, executors, administrators, succe
and assigns.

13.5 Delivery of Documents and NoticesAny document relating to participation in the Plamany notice required
permitted hereunder shall be given in writing ahdlisbe deemed effectively given (except to theeekthat this Agreement provides
effectiveness only upon actual receipt of suchaedtupon personal delivery, electronic deliveryhat email address, if any, provided for
Participant by a Participating Company, or uponadépn the U.S. Post Office or foreign postal seey by registered or certified mail, or w
a nationally recognized overnight courier serviwéh postage and fees prepaid, addressed to tler pHrty at the address of such part
forth in the Grant Notice or at such other addesssuch party may designate in writing from timénee to the other party.

(&) Description of Electronic DeliveryThe Plan documents, which may include but do neessarily include
the Plan, the Grant Notice, this Agreement, then FPaospectus, and any reports of the Company pedvigkenerally to the Compary’
stockholders, may be delivered to the Participdattenically. In addition, if permitted by the Cpamy, the Participant may deli
electronically the Grant Notice to the Company@istich third party involved in administering theaPlas the Company may designate
time to time. Such means of electronic delivery nragjude but do not necessarily include the delivafra link to a Company intranet or
Internet site of a third party involved in admieishg the Plan, the delivery of the document vimait or such other means of electrc
delivery specified by the Company.

(b)  Consent to Electronic DeliveryThe Participant acknowledges that the Participastriead Section 13.5(a)
this Agreement and consents to the electronic esfiof the Plan documents and, if permitted byGbenpany, the delivery of the Grant Not
as described in Section 13.5(a). The Participakh@eledges that he or she may receive from the Gom@ paper copy of any docume
delivered electronically at no cost to the Partcipby contacting the Company by telephone or itivg: The Participant further acknowled
that the Participant will be provided with a papepy of any documents if the attempted electroeiovdry of such documents fails. Simila
the Participant understands that the Participardt provide the Company or any designated thirdypadiministrator with a paper copy of «
documents if the attempted electronic deliveryumfsdocuments fails.




The Participant may revoke his or her consent ¢éoetlectronic delivery of documents described intiSecl3.5(a) or may change the electr
mail address to which such documents are to beeateli (if Participant has provided an electronidl mddress) at any time by notifying
Company of such revoked consent or revisedad-address by telephone, postal service or @eictrmail. Finally, the Participant understa
that he or she is not required to consent to elaidrdelivery of documents described in Sectiorb(5.

13.6 Integrated Agreement.The Grant Notice, this Agreement and the Plan,ttegewith the Superseding Agreemer
any, shall constitute the entire understanding agréement of the Participant and the Participaflogipany Group with respect to the suk
matter contained herein or therein and supersegedor agreements, understandings, restrictioegraesentations, or warranties among
Participant and the Participating Company Grouphwispect to such subject matter. To the extenteamplated herein or therein,
provisions of the Grant Notice, this Agreement #relPlan shall survive any settlement of the Awaard shall remain in full force and effect.

13.7 Applicable Law. This Agreement shall be governed by the laws ofState of Texas as such laws are applit
agreements between Texas residents entered intio dxedperformed entirely within the State of Texas

13.8 Counterparts. The Grant Notice may be executed in counterpaaish ef which shall be deemed an original, bt
of which together shall constitute one and the sersteument.




Q2 HOLDINGS, INC.
NOTICE OF GRANT OF RESTRICTED STOCK UNITS
(For U.S. Participants)

Q2 Holdings, Inc. (th& Company” ) has granted to the Participant an award ‘(thevard” ) of certain units pursuant to the Q2 Holdings,
2014 Equity Incentive Plan (tHe Plan " ), each of which represents the right to receive endpplicable Settlement Date one (1) sha
Stock, as follows:

Participant: - Employee ID: _

Date of Grant: -

Total Number of Units: __, subject to adjustment as provided by the Restti&tock Units Agreement.

Settlement Date: Exgept as provided by the Restricted Stock UnitseAment, the date on which a Unit becomes a Vi
nit.

Vesting Start Date: _

Vested Units: Except as provided in the Restricted Stock Uniggse&ment and provided that the Participai8ervice ha

not terminated prior to the applicable date, theber of Vested Units (disregarding any resultiragfional
Unit) as of any date is determined by multiplyirige tTotal Number of Units by the Vested Ratio”
determined as of such date, as follows:

Vested Ratio

Prior to anniversary of Vesting Start Date 0
On anniversary of Vesting Start Date (theitial Vesting Date” ) _
Plus

For each additional period of of the iBipent's Service from th

Initial Vesting Date until the Vested Ratio equad$, an additional

Accelerated Vesting: Notwithstanding any other provision containedhis tGrant Notice or the Restricted Stock Units Asgnent,
the total Number of Units shall become Vested Uiniiediately prior to, but conditioned upon, the
occurrence of either (i) the consummation of a @ean Control in which the Acquiror elects not &same
or continue in full force and effect the Companyéhts and obligations under all of the Award obstitute
for all of the Award in connection with the CharigeControl a substantially equivalent Award for the
Acquiror’s stock, provided that the Participantsr@ce has not terminated prior to the date ofGhange in
Control or (ii) the cessation of the Participar8arvice as a result of a Termination After Chamg€antrol
and where in connection with such Change in CotitlAcquiror has so assumed, continued or sutesitu
for all of the Award.

Superseding Agreement: None

By their signatures below or by electronic acceptanr authentication in a form authorized by thenany, the Company and the Participant
agree that the Award is governed by this Grantd¢osind by the provisions of the Restricted StockdJgreement and the Plan, both of
which are made a part of this document, and bystifgerseding Agreement, if any. The Participant aglt@dges that copies of the Plan, the
Restricted Stock Units Agreement and the prospdotubie Plan are available on the Company'’s irgeweb site and may be viewed and
printed by the Participant for attachment to theiiBipant’s copy of this Grant Notice. The Part&iy represents that the Participant has read
and is familiar with the provisions of the Res&ittStock Units Agreement and the Plan, and heretgpas the Award subject to all of their
terms and conditions.




Q2 HOLDINGS, INC. PARTICIPANT

By: _ —
[officer name] Signature
[officer title] _
Date
Address: _
Address

ATTACHMENTS: 2014 Equity Incentive Plan, as amended to the Daf&rant; Restricted Stock Units Agreement and PleospecttL




Q2 HOLDINGS, INC.
RESTRICTED STOCK UNITS AGREEMENT
(For Executive Officers)

Q2 Holdings, Inc. has granted to the Participamedin theNotice of Grant of Restricted Stock Ur(ilse“ Grant Notice” ) to whick
this Restricted Stock Units Agreement (th&greement’ ) is attached an Award consisting of Restrictedstdnits (each & Unit ” ) subjec
to the terms and conditions set forth in the GNwmtice and this Agreement. The Award has been gdaptirsuant to and shall in all respect
subject to the terms conditions of the Q2 Holdings, 2014 Equity Incentive Plan (tffePlan ” ), as amended to the Date of Grant,
provisions of which are incorporated herein by mefiee. By signing the Grant Notice, the Participga) acknowledges receipt of ¢
represents that the Participant has read and iidanvith the Grant Notice, this Agreement, thea®land a prospectus for the Plan prepar
connection with the registration with the Secusitiend Exchange Commission of the shares issuabkignt to the Award (thé Plan
Prospectus” ), (b) accepts the Award subject to all of the terms @onditions of the Grant Notice, this Agreemerd #me Plan and (c) agre
to accept as binding, conclusive and final all diecis or interpretations of the Committee upon qugstions arising under the Grant Not
this Agreement or the Plan.

1. DEFINITIONS AND CONSTRUCTION .

1.3  Definitions . Unless otherwise defined herein, capitalized teshadl have the meanings assigned to such ternig
Grant Notice or the Plan.

(&) *“ Good Reasorf means any one or more of the following (i) the arating Company Group materia
reduces the Participasttitle or position or assigns to the Participapermtional authority or duties which are materidtigonsistent with tt
usual and customary operational authority and duti&é a person in the Participant's position in kirhi-situated companies, (ii)t
Participating Company Group materially reduces Blagticipants base compensation, or (iii) the Participating @any Group requires t
Participant to relocate to any place outside & {f0) mile radius of the Participating Company @' current headquarters; provided th:
each such event the Participant notifies the Compawmriting of the acts or omissions constitutithg basis for Good Reason within thirty (
days following the initial existence of such baarsl the Participating Company Group has failedui® @ll such acts and omissions wi
thirty (30) days following its receipt of such weih notice.

(b) “ Termination After Change in Controf means the occurrence of either of the followingnés@ipon or pric
to the first anniversary of the consummation ofte@@e in Control: (i) termination by the Participgt Company Group of the Participant’
Service for any reason other than for Cause oth@)Participans resignation for Good Reason from all capacitiew/ich the Participant
then rendering Service; provided, however, thatmieation After Change in Control shall not includey termination of the Participasat’
Service which (1) is for Cause, (2) is a resulthaf Participant’s death or disability, (3) is aule®sf the Participang voluntary termination
Service other than for Good Reason, or (4) occrios o the effectiveness of a Change in Control.

1.4  Construction . Captions and titles contained herein are for comve® only and shall not affect the meanin
interpretation of any provision of this Agreemeikcept when otherwise indicated by the context,sihgular shall include the plural and
plural shall include the singular. Use of the téori is not intended to be exclusive, unless thateat clearly requires otherwise.

2. ADMINISTRATION

All questions of interpretation concerning the Grilotice, this Agreement, the Plan or any othemfaf agreement or ot
document employed by the Company in the administrabf the Plan or the Award shall be determinedthg Committee. All suc
determinations by the Committee shall be finaldiig and conclusive upon all persons having arrésten the Award, unless fraudulen
made in bad faith. Any and all actions, decisiomd determinations taken or made by the Committébarexercise of its discretion pursuar
the Plan or the Award or other agreement thereugadler than determining questions of interpretaparsuant to the preceding sentence)




shall be final, binding and conclusive upon allgmas having an interest in the Award. Any Offickalt have the authority to act on behal
the Company with respect to any matter, right,gailon, or election which is the responsibilityasfwhich is allocated to the Company her
provided the Officer has apparent authority witkpect to such matter, right, obligation, or elettio

3. THE AWARD .

3.3  Grant of Units. On the Date of Grant, the Participant shall acquitbject to the provisions of this Agreement,
Total Number of Units set forth in the Grant Notisabject to adjustment as provided in Sectiong&hBJnit represents a right to receive
date determined in accordance with the Grant Natiwkthis Agreement one (1) share of Stock.

3.4 No Monetary Payment Required. The Participant is not required to make any momgetmyment (other th:
applicable tax withholding, if any) as a conditimnreceiving the Units or shares of Stock issueghugettlement of the Units, the considere
for which shall be past services actually renderefiiture services to be rendered to a Particigaiompany or for its benefit. Notwithstand
the foregoing, if required by applicable law, thartiRipant shall furnish consideration in the foohcash or past services rendered
Participating Company or for its benefit havingadue not less than the par value of the sharesoockSssued upon settlement of the Units.

4. VESTING OF UNITS .

Units acquired pursuant to this Agreement shallobee Vested Units as provided in the Grant Noticar. purposes ¢
determining the number of Vested Units following@wnership Change Event, credited Service shallidecall Service with any corporati
which is a Participating Company at the time thevige is rendered, whether or not such corporaisoa Participating Company both bet
and after the Ownership Change Event.

5. COMPANY REACQUISITION RIGHT

5.3 Grant of Company Reacquisition Right.Except to the extent otherwise provided by the 8eming Agreement,
any, in the event that the Participan8ervice terminates for any reason or no reasih,ovwithout cause, the Participant shall forgaiid th
Company shall automatically reacquire all Units ethare not, as of the time of such termination,t&@&Jnits (“Unvested Units”) , and th
Participant shall not be entitled to any paymeatefor (thé‘Company Reacquisition Right’).

5.4  Ownership Change Event, Non-Cash Dividends, Distriltions and Adjustments. Upon the occurrence of
Ownership Change Event, a dividend or distributimthe stockholders of the Company paid in shafe&stack or other property, or any ot
adjustment upon a change in the capital structfiteeoCompany as described in Section 9, any dnukeal, substituted or additional securi
or other property (other than regular, periodichcdiwidends paid on Stock pursuant to the Compadividend policy) to which the Particip
is entitled by reason of the Participantwnership of Unvested Units shall be immediagelpject to the Company Reacquisition Right
included in the terms “Units” and “Unvested Unifst all purposes of the Company Reacquisition Rigih the same force and effect as
Unvested Units immediately prior to the Ownershipa@ige Event, dividend, distribution or adjustmexst,the case may be. For purpose
determining the number of Vested Units following @wnership Change Event, dividend, distributionadjustment, credited Service sl
include all Service with any corporation which iParticipating Company at the time the Serviceerglered, whether or not such corporatic
a Participating Company both before and after ach ®vent.

6. SETTLEMENT OF THE AWARD .

6.5 Issuance of Shares of StockSubject to the provisions of Section 6.3, the Comypshall issue to the Participant
the Settlement Date with respect to each VestetltOiie settled on such date one (1) share of Sidok Settlement Date with respect to a
shall be the date on which such Unit becomes aedelhit as provided by the Grant Notice (a®riginal Settlement Date' ); provided
however, that if the Original Settlement Date wootttur on a date on which a sale by the Participhtite shares to be issued in settleme
the Vested Units




would violate the Trading Compliance Policy of tBempany and if the Company has allowed the Paatitifo satisfy its tax obligatio
pursuant to Section 7.2 of this Agreement, thel&atint Date for such Vested Units shall be defewatil the next day on which the sale
such shares would not violate the Trading Comp#galRolicy, but in any event on or before the 15th ofathe third calendar month followi
calendar year of the Original Settlement Date. &haf Stock issued in settlement of Units shall motsubject to any restriction on tran
other than any such restriction as may be requitgguant to Section 6.3, Section 7 or the Compahsdging Compliance Policy.

6.6 Beneficial Ownership of Shares; Certificate Registation . The Participant hereby authorizes the Companyts
sole discretion, to deposit any or all shares aeduby the Participant pursuant to the settleménh® Award with the Compang’transfe
agent, including any successor transfer agentetodid in book entry form, or to deposit such shdoe the benefit of the Participant with :
broker with which the Participant has an accouhati@nship of which the Company has notice. Excaptprovided by the foregoing
certificate for the shares acquired by the Pamicifshall be registered in the name of the Paaittipor, if applicable, in the names of the t
of the Participant.

6.7 Restrictions on Grant of the Award and Issuance oShares. The grant of the Award and issuance of shar
Stock upon settlement of the Award shall be suliecompliance with all applicable requirementdexferal, state or foreign law with resg
to such securities. No shares of Stock may be dssieeeunder if the issuance of such shares wouldtitate a violation of any applical
federal, state or foreign securities laws or other or regulations or the requirements of any stextéhange or market system upon whict
Stock may then be listed. The inability of the Camyp to obtain from any regulatory body having jdiision the authority, if any, deemed
the Companys legal counsel to be necessary to the lawful iEseiaf any shares subject to the Award shall relise Company of any liabili
in respect of the failure to issue such shares ashich such requisite authority shall not haverbektained. As a condition to the settlemel
the Award, the Company may require the Participargatisfy any qualifications that may be necessargppropriate, to evidence complia
with any applicable law or regulation and to makg eepresentation or warranty with respect theastmay be requested by the Company.

6.8 Fractional Shares. The Company shall not be required to issue fraatishares upon the settlement of the Award.

7. TAXWITHHOLDING

7.4 In General. At the time the Grant Notice is executed, or at &éinye thereafter as requested by a Particip
Company, the Participant hereby authorizes withhgldrom payroll and any other amounts payablénRarticipant, and otherwise agree
make adequate provision for, any sums requirectisfg the federal, state, local and foreign tanclfiding any social insurance) withhold
obligations of the Participating Company, if anyhigh arise in connection with the Award, the vegtof Units or the issuance of share
Stock in settlement thereof. The Company shall haweobligation to deliver shares of Stock until tiae withholding obligations of ti
Participating Company have been satisfied by thédizant.

7.5 Assignment of Sale ProceedsSubject to compliance with applicable law and tr@m@anys Trading Complianc
Policy, if permitted by the Company, the Participaray satisfy the Participating Compasyax withholding obligations in accordance \
procedures established by the Company providingd&@ivery by the Participant to the Company or eker approved by the Company
properly executed instructions, in a form approligdhe Company, providing for the assignment toGoenpany of the proceeds of a sale"
respect to some or all of the shares being acquiped settlement of Units.

7.6 Withholding in Shares. The Company shall have the right, but not the @ltién, to require the Participant to sat
all or any portion of a Participating Compasyax withholding obligations by deducting from tigares of Stock otherwise deliverable tc
Participant in settlement of the Award a numbewbble shares having a fair market value, as det@thby the Company as of the datt
which the tax withholding obligations arise, notamcess of the amount of such tax withholding alilaps determined by the applice
minimum statutory withholding rates.




8. EFFECT OF CHANGE IN CONTROL .

In the event of a Change in Control, except toekient that the Committee determines to cash @ufAtard in accordan
with Section 13.1(c) of the Plan, the survivingntiouing, successor, or purchasing entity or patieeteof, as the case may be (th&ctjuiror
"), may, without the consent of the Participansuame or continue in full force and effect the Compa rights and obligations under all or
portion of the outstanding Units or substitute &firor any portion of the outstanding Units substdly equivalent rights with respect to
Acquiror’s stock. For purposes of this Section, a Unit dballeemed assumed if, following the Change in ©brthe Unit confers the right
receive, subject to the terms and conditions ofRfa@ and this Agreement, the consideration (whettwek, cash, other securities or proper
a combination thereof) to which a holder of a stafr&tock on the effective date of the Change imt&@d was entitled (and if holders w
offered a choice of consideration, the type of agrsition chosen by the holders of a majority @& thutstanding shares of Stock); provi
however, that if such consideration is not sola@ynmon stock of the Acquiror, the Committee mayhwite consent of the Acquiror, prov
for the consideration to be received upon settléraethe Unit to consist solely of common stockiled Acquiror equal in Fair Market Value
the per share consideration received by holderSto€k pursuant to the Change in Control. The Awshdll terminate and cease to
outstanding effective as of the time of consumnmatinthe Change in Control to the extent that Usitisject to the Award are neither assu
or continued by the Acquiror in connection with tBkeange in Control nor settled as of the time ef@nange in Control.

9. ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURE .

Subject to any required action by the stockholdérthe Company and the requirements of Section 46Bthe Code to tt
extent applicable, in the event of any change eStock effected without receipt of consideratigntie Company, whether through mer
consolidation, reorganization, reincorporation agatalization, reclassification, stock dividendyak split, reverse stock split, split-up, spiit;
spin-off, combination of shares, exchange of sharesjroilar change in the capital structure of the Camyp or in the event of payment ¢
dividend or distribution to the stockholders of tbempany in a form other than Stock (other thamli@g periodic cash dividends paid on Si
pursuant to the Comparsytividend policy) that has a material effect om Fair Market Value of shares of Stock, appropréeté proportiona
adjustments shall be made in the number of Unibjestito the Award and/or the number and kind @frek or other property to be issue
settlement of the Award, in order to prevent ddatior enlargement of the Participantights under the Award. For purposes of the foireg
conversion of any convertible securities of the @any shall not be treated as “effected withoutima consideration by the Companyhy
and all new, substituted or additional securitiesother property (other than regular, periodic cdshdends paid on Stock pursuant to
Companys dividend policy) to which the Participant is éietl by reason of ownership of Units acquired pamsuo this Award will b
immediately subject to the provisions of this Awand the same basis as all Units originally acqulieceunder. Any fractional Unit or sh
resulting from an adjustment pursuant to this ®acshall be rounded down to the nearest whole nun$heeh adjustments shall be determ
by the Committee, and its determination shall balfibinding and conclusive.

10. RIGHTS AS A STOCKHOLDER, DIRECTOR, EMPLOYEE OR CONS ULTANT .

The Participant shall have no rights as a stocldroldth respect to any shares which may be issoeskitlement of th
Award until the date of the issuance of such sh@as®videnced by the appropriate entry on the $obkhe Company or of a duly authori
transfer agent of the Company). No adjustment df@thade for dividends, distributions or other tigfor which the record date is prior to
date the shares are issued, except as provideectio8 9. If the Participant is an Employee, theiBigant understands and acknowledges
except as otherwise provided in a separate, wrigteployment agreement between a Participating Coyn@and the Participant, t
Participant’s employment is “at willand is for no specified term. Nothing in this Agremnt shall confer upon the Participant any rigl
continue in the Service of a Participating Companynterfere in any way with any right of the Peaigiating Company Group to terminate
Participant’s Service at any time.

11. LEGENDS.




The Company may at any time place legends refengramy applicable federal, state or foreign seiegritaw restrictions ¢
all certificates representing shares of stock idguérsuant to this Agreement. The Participant slaélthe request of the Company, prom
present to the Company any and all certificatesesgmting shares acquired pursuant to this Awattdrpossession of the Participant in o
to carry out the provisions of this Section.

12. COMPLIANCE WITH SECTION 409A .

It is intended that any election, payment or bemetiich is made or provided pursuant to or in caio@ with this Award th:
may result in Section 409A Deferred Compensatiaadl stomply in all respects with the applicable riegments of Section 409A (includi
applicable regulations or other administrative guice thereunder, as determined by the Committgeadd faith) to avoid the unfavorable
consequences provided therein for aoompliance. In connection with effecting such caanpde with Section 409A, the following shall apply:

12.5 Separation from Service; Required Delay in Paymento Specified EmployeeNotwithstanding anything set fo
herein to the contrary, no amount payable purstmtitis Agreement on account of the Participamt¢rmination of Service which constitute
“deferral of compensation” within the meaning oé thireasury Regulations issued pursuant to Secti@m of the Code (thé Section 409;
Regulations” ) shall be paid unless and until the Participarst inaurred a “separation from serviogithin the meaning of the Section 40
Regulations. Furthermore, to the extent that théiddzant is a “specified employestithin the meaning of the Section 409A Regulatiaeso
the date of the Participastseparation from service, no amount that consstat deferral of compensation which is payableamouwnt of th
Participant’s separation from service shall be paithe Participant before the date (th®elayed Payment Daté ) which is first day of th
seventh month after the date of the Participantjsagtion from service or, if earlier, the datetloé Participants death following suc
separation from service. All such amounts that wpuddut for this Section, become payable prior te elayed Payment Date will
accumulated and paid on the Delayed Payment Date.

12.6 Other Changes in Time of PaymentNeither the Participant nor the Company shall takg action to accelerate
delay the payment of any benefits under this Agesgrm any manner which would not be in compliawith the Section 409A Regulations.

12.7 Amendments to Comply with Section 409A; Indemnificion. Notwithstanding any other provision of t
Agreement to the contrary, the Company is authdrizeamend this Agreement, to void or amend angtiele made by the Participant un
this Agreement and/or to delay the payment of amnies and/or provision of any benefits in such nesires may be determined by
Company, in its discretion, to be necessary or@mate to comply with the Section 409A Regulati@righout prior notice to or consent of -
Participant. The Participant hereby releases atdsh@armless the Company, its directors, officers stockholders from any and all claims
may arise from or relate to any tax liability, pkies, interest, costs, fees or other liability ined by the Participant in connection with
Award, including as a result of the applicatiorSafction 409A.

12.8 Advice of Independent Tax Advisor.The Company has not obtained a tax ruling or otlo@firmation from th
Internal Revenue Service with regard to the apfitioaof Section 409A to the Award, and the Compedogs not represent or warrant that
Agreement will avoid adverse tax consequencesedPtrticipant, including as a result of the appiicaof Section 409A to the Award. T
Participant hereby acknowledges that he or shébbas advised to seek the advice of his or her omtadendent tax advisor prior to ente
into this Agreement and is not relying upon anyrespntations of the Company or any of its agent® dse effect of or the advisability
entering into this Agreement.

13. MISCELLANEOUS PROVISIONS .

13.9 Termination or Amendment. The Committee may terminate or amend the Plan isrAgreement at any tirr
provided, however, that except as provided in $adiin connection with a Change in Control,




no such termination or amendment may have a mhiyeaidverse effect on the Participatights under this Agreement without the consé
the Participant unless such termination or amendiisemecessary to comply with applicable law or gownent regulation, including, but |
limited to, Section 409A. No amendment or additiothis Agreement shall be effective unless in iwgit

13.10 Nontransferability of the Award. Prior to the issuance of shares of Stock on thdicaipe Settlement Da
neither this Award nor any Units subject to this g shall be subject in any manner to anticipatadienation, sale, exchange, trans
assignment, pledge, encumbrance, or garnishmeerteloltors of the Participant or the Participariieneficiary, except transfer by will or by
laws of descent and distribution. All rights witsspect to the Award shall be exercisable duringwicipants lifetime only by the Participa
or the Participant’s guardian or legal represevgati

13.11 Further Instruments. The parties hereto agree to execute such furtisétuiments and to take such further ac
as may reasonably be necessary to carry out thetiaf this Agreement.

13.12 Binding Effect. This Agreement shall inure to the benefit of thecassors and assigns of the Company and, s
to the restrictions on transfer set forth hereim binding upon the Participant and the Particigahgirs, executors, administrators, succe
and assigns.

13.13 Delivery of Documents and NoticesAny document relating to participation in the Ptanany notice required
permitted hereunder shall be given in writing ahdlisbe deemed effectively given (except to theeekthat this Agreement provides
effectiveness only upon actual receipt of suchaedtupon personal delivery, electronic deliveryhat email address, if any, provided for
Participant by a Participating Company, or uponadépn the U.S. Post Office or foreign postal seey by registered or certified mail, or w
a nationally recognized overnight courier servigéh postage and fees prepaid, addressed to thex pHrty at the address of such party
forth in the Grant Notice or at such other addesssuch party may designate in writing from timénee to the other party.

(@) Description of Electronic DeliveryThe Plan documents, which may include but do neessarily include
the Plan, the Grant Notice, this Agreement, then Fraospectus, and any reports of the Company pedvgkenerally to the Compay’
stockholders, may be delivered to the Participdattmnically. In addition, if permitted by the Cpamy, the Participant may deli
electronically the Grant Notice to the Company@istich third party involved in administering tharPlas the Company may designate
time totime. Such means of electronic delivery may inclbdé do not necessarily include the delivery oink to a Company intranet or 1
Internet site of a third party involved in admieishg the Plan, the delivery of the document vimait or such other means of electrc
delivery specified by the Company.

(b)  Consent to Electronic DeliveryThe Participant acknowledges that the Participastriead Section 13.5(a)
this Agreement and consents to the electronic esfiof the Plan documents and, if permitted byGbenpany, the delivery of the Grant Not
as described in Section 13.5(a). The Participakh@eledges that he or she may receive from the Gom@ paper copy of any docume
delivered electronically at no cost to the Partcipby contacting the Company by telephone or itivg: The Participant further acknowled
that the Participant will be provided with a papepy of any documents if the attempted electroeiovdry of such documents fails. Simila
the Participant understands that the Participardt provide the Company or any designated thirdypadministrator with a paper copy of
documents if the attempted electronic deliverywafisdocuments fails. The Participant may revokeohiser consent to the electronic deli
of documents described in Section 13.5(a) or mayngha the electronic mail address to which such mhecits are to be delivered (if Particig
has provided an electronic mail address) at ang tjnotifying the Company of such revoked consentvised enail address by telephol
postal service or electronic mail. Finally, the tRgpant understands that he or she is not requoemnsent to electronic delivery of docum:
described in Section 13.5(a).

13.14 Integrated Agreement.The Grant Notice, this Agreement and the Plan,ttegewith the Superseding Agreem
if any, shall constitute the entire understandind agreement of the Participant and the




Participating Company Group with respect to thgestthmatter contained herein or therein and supersay prior agreements, understand
restrictions, representations, or warranties antbegParticipant and the Participating Company Gnaith respect to such subject matter.
the extent contemplated herein or therein, the ipravs of the Grant Notice, this Agreement and Flen shall survive any settlement of

Award and shall remain in full force and effect.

13.15 Applicable Law. This Agreement shall be governed by the laws ofState of Texas as such laws are appli
agreements between Texas residents entered intio dxedperformed entirely within the State of Texas

13.16 Counterparts. The Grant Notice may be executed in counterpasish @f which shall be deemed an original,
all of which together shall constitute one andsame instrument.




Q2 HOLDINGS, INC.
NOTICE OF GRANT OF RESTRICTED STOCK UNITS
(For Executive Officers)

Q2 Holdings, Inc. (th& Company” ) has granted to the Participant an award ‘(thevard” ) of certain units pursuant to the Q2 Holdings,
2014 Equity Incentive Plan (tHe Plan " ), each of which represents the right to receive endpplicable Settlement Date one (1) sha
Stock, as follows:

Participant: - Employee ID: _

Date of Grant: -

Total Number of Units: __, subject to adjustment as provided by the Restti&tock Units Agreement.

Settlement Date: Exgept as provided by the Restricted Stock UnitseAment, the date on which a Unit becomes a Vi
nit.

Vesting Start Date: _

Vested Units: Except as provided in the Restricted Stock Uniggse&ment and provided that the Participai8ervice ha

not terminated prior to the applicable date, theber of Vested Units (disregarding any resultiragfional
Unit) as of any date is determined by multiplyirige tTotal Number of Units by the Vested Ratio”
determined as of such date, as follows:

Vested Ratio

Prior to anniversary of Vesting Start Date 0
On anniversary of Vesting Start Date (thaitial Vesting Date” )

Plus

For each additional period of of the Bigdint’s Service from the Initi

Vesting Date until the Vested Ratio equals 1/1additional

Accelerated Vesting: Notwithstanding any other provision containedhis tGrant Notice or the Restricted Stock Units Asgnent,
the total Number of Units shall become Vested Uiniimediately prior to, but conditioned upon, the
occurrence of either (i) the consummation of a @ean Control in which the Acquiror elects not &same
or continue in full force and effect the Companyéhts and obligations under all of the Award obstitute
for all of the Award in connection with the CharigeControl a substantially equivalent Award for the
Acquiror’s stock, provided that the Participantsr@ce has not terminated prior to the date ofGhange in
Control or (ii) the cessation of the Participar8&rvice as a result of a Termination After Chamg€antrol
and where in connection with such Change in CotitlAcquiror has so assumed, continued or suteitu
for all of the Award.

Superseding Agreement: None

By their signatures below or by electronic acceptanr authentication in a form authorized by thenany, the Company and the Participant
agree that the Award is governed by this Grantd¢osind by the provisions of the Restricted StockdJgreement and the Plan, both of
which are made a part of this document, and bystifgerseding Agreement, if any. The Participant aglt@dges that copies of the Plan, the
Restricted Stock Units Agreement and the prospdotubie Plan are available on the Company'’s irgeweb site and may be viewed and
printed by the Participant for attachment to theiiBipant’s copy of this Grant Notice. The Part&iy represents that the Participant has read
and is familiar with the provisions of the Res&ittStock Units Agreement and the Plan, and heretgpas the Award subject to all of their
terms and conditions.




Q2 HOLDINGS, INC. PARTICIPANT

By: _ —
[officer name] Signature
[officer title] _
Date
Address: _
Address

ATTACHMENTS: 2014 Equity Incentive Plan, as amended to the Daf&rant; Restricted Stock Units Agreement and PleospecttL




Q2 HOLDINGS, INC.
RESTRICTED STOCK UNITS AGREEMENT
(For Nonemployee Directors)

Q2 Holdings, Inc. has granted to the Participamedin theNotice of Grant of Restricted Stock Ur(ilse“ Grant Notice” ) to whick
this Restricted Stock Units Agreement (th&greement’ ) is attached an Award consisting of Restrictedstdnits (each & Unit ” ) subjec
to the terms and conditions set forth in the GNwmtice and this Agreement. The Award has been gdaptirsuant to and shall in all respect
subject to the terms conditions of the Q2 Holdings, 2014 Equity Incentive Plan (tffePlan ” ), as amended to the Date of Grant,
provisions of which are incorporated herein by mefiee. By signing the Grant Notice, the Participga) acknowledges receipt of ¢
represents that the Participant has read and iidanvith the Grant Notice, this Agreement, thea®land a prospectus for the Plan prepar
connection with the registration with the Secusitiend Exchange Commission of the shares issuabkignt to the Award (thé Plan
Prospectus” ), (b) accepts the Award subject to all of the ternms @onditions of the Grant Notice, this Agreemerd #me Plan and (c) agre
to accept as binding, conclusive and final all diecis or interpretations of the Committee upon qugstions arising under the Grant Not
this Agreement or the Plan.

1. DEFINITIONS AND CONSTRUCTION .

1.5 Definitions . Unless otherwise defined herein, capitalized testral have the meanings assigned to such terntg
Grant Notice or the Plan.

1.6  Construction . Captions and titles contained herein are for come® only and shall not affect the meanin
interpretation of any provision of this Agreemeakcept when otherwise indicated by the context,sihgular shall include the plural and
plural shall include the singular. Use of the téonf is not intended to be exclusive, unless thateat clearly requires otherwise.

2. ADMINISTRATION

All questions of interpretation concerning the Grilotice, this Agreement, the Plan or any othemfaf agreement or ot
document employed by the Company in the administrabf the Plan or the Award shall be determinedtby Committee. All suc
determinations by the Committee shall be finaldiig and conclusive upon all persons having arrésten the Award, unless fraudulen
made in bad faith. Any and all actions, decisiond determinations taken or made by the Committékdrexercise of its discretion pursuar
the Plan or the Award or other agreement thereufadieer than determining questions of interpretaparsuant to the preceding sentence)
be final, binding and conclusive upon all persoasiig an interest in the Award. Any Officer shadivie the authority to act on behalf of
Company with respect to any matter, right, obligratior election which is the responsibility of ohiah is allocated to the Company her
provided the Officer has apparent authority witkpect to such matter, right, obligation, or elettio

3. THE AWARD .

3.5 Grant of Units. On the Date of Grant, the Participant shall acquitbject to the provisions of this Agreement,
Total Number of Units set forth in the Grant Notisabject to adjustment as provided in Sectiong&hBJnit represents a right to receive
date determined in accordance with the Grant Natiwkthis Agreement one (1) share of Stock.

3.6 No Monetary Payment Required. The Participant is not required to make any momgetmyment (other th:
applicable tax withholding, if any) as a conditimnreceiving the Units or shares of Stock issueghugettlement of the Units, the considere
for which shall be past services actually renderefiiture services to be rendered to a Particigafiompany or for its benefit. Notwithstand
the foregoing, if required by applicable




law, the Participant shall furnish considerationhia form of cash or past services rendered taticPating Company or for its benefit havin
value not less than the par value of the shar&amk issued upon settlement of the Units.

4. VESTING OF UNITS .

Units acquired pursuant to this Agreement shallobee Vested Units as provided in the Grant Noticar. purposes ¢
determining the number of Vested Units following@wnership Change Event, credited Service shallidecall Service with any corporati
which is a Participating Company at the time thevige is rendered, whether or not such corporaisoa Participating Company both bet
and after the Ownership Change Event.

5. COMPANY REACQUISITION RIGHT

5.5 Grant of Company Reacquisition Right.Except to the extent otherwise provided by the S&quing Agreement,
any, in the event that the ParticipanBervice terminates for any reason or no reasith,ovwithout cause, the Participant shall forgiid thi
Company shall automatically reacquire all Units ethare not, as of the time of such termination,t&@&Jnits (“Unvested Units”) , and th
Participant shall not be entitled to any paymeatefor (thé‘Company Reacquisition Right).

5.6  Ownership Change Event, Non-Cash Dividends, Distritions and Adjustments. Upon the occurrence of
Ownership Change Event, a dividend or distributimthe stockholders of the Company paid in shafe&dtack or other property, or any ot
adjustment upon a change in the capital structfiteeoCompany as described in Section 9, any dnueal, substituted or additional securi
or other property (other than regular, periodichcdiwidends paid on Stock pursuant to the Compadividend policy) to which the Particip
is entitled by reason of the Participantwnership of Unvested Units shall be immediagelpject to the Company Reacquisition Right
included in the terms “Units” and “Unvested Unifst all purposes of the Company Reacquisition Rigih the same force and effect as
Unvested Units immediately prior to the Ownershipa@ige Event, dividend, distribution or adjustmexst,the case may be. For purpose
determining the number of Vested Units following @wnership Change Event, dividend, distributionadjustment, credited Service sl
include all Service with any corporation which iParticipating Company at the time the Serviceerglered, whether or not such corporatic
a Participating Company both before and after ach ®vent.

6. SETTLEMENT OF THE AWARD .

6.9 Issuance of Shares of StockSubject to the provisions of Section 6.3, the Comypshall issue to the Participant
the Settlement Date with respect to each VestetltOiie settled on such date one (1) share of Siduk Settlement Date with respect to a
shall be the date on which such Unit becomes aedelshit as provided by the Grant Notice (a®riginal Settlement Date' ); provided
however, that if the Original Settlement Date woottur on a date on which a sale by the Participhtite shares to be issued in settleme
the Vested Units would violate the Trading CompdaPolicy of the Company and if the Company hasagt the Participant to satisfy its
obligations pursuant to Section 7.2 of this Agreetnthe Settlement Date for such Vested Units dbaltleferred until the next day on wt
the sale of such shares would not violate the Tfim@lompliance Policy, but in any event on or betbee15th day of the third calendar mc
following calendar year of the Original Settlem®gte. Shares of Stock issued in settlement of Uitdl not be subject to any restrictior
transfer other than any such restriction as maeqeired pursuant to Section 6.3, Section 7 oCbmpany’s Trading Compliance Policy.

6.10 Beneficial Ownership of Shares; Certificate Registtion . The Participant hereby authorizes the Companyts
sole discretion, to deposit any or all shares aeduby the Participant pursuant to the settleménh® Award with the Compang’transfe
agent, including any successor transfer agentetodid in book entry form, or to deposit such shdoe the benefit of the Participant with i
broker with which the Participant has an accouhati@nship of which the Company has notice. Excaptprovided by the foregoing
certificate for the shares acquired by the Pamicishall be registered in the name of the Paaittipor, if applicable, in the names of the t
of the Participant.

6.11 Restrictions on Grant of the Award and Issuance oBhares. The grant of the Award and issuance of shar
Stock upon settlement of the Award shall be suligciompliance with all applicable requirementdexferal, state or foreign law with resg
to such securities. No shares of Stock may be dskassunder if the




issuance of such shares would constitute a viglaifoany applicable federal, state or foreign sgiesrlaws or other law or regulations or
requirements of any stock exchange or market syaman which the Stock may then be listed. The iitglmf the Company to obtain from a
regulatory body having jurisdiction the authoritfiyany, deemed by the Compasylegal counsel to be necessary to the lawful isiaf an
shares subject to the Award shall relieve the Compd any liability in respect of the failure tosige such shares as to which such req
authority shall not have been obtained. As a candito the settlement of the Award, the Company memuire the Participant to satisfy i
qualifications that may be necessary or appropritdeevidence compliance with any applicable lawregulation and to make &
representation or warranty with respect theretmag be requested by the Company.

6.12 Fractional Shares. The Company shall not be required to issue fraatishares upon the settlement of the Award.

7. TAXWITHHOLDING

7.7 In General. At the time the Grant Notice is executed, or at &éinye thereafter as requested by a Particip
Company, the Participant hereby authorizes withhgldrom payroll and any other amounts payablénRarticipant, and otherwise agree
make adequate provision for, any sums requirectisfg the federal, state, local and foreign tanclfiding any social insurance) withhold
obligations of the Participating Company, if anyhigh arise in connection with the Award, the vegtof Units or the issuance of share
Stock in settlement thereof. The Company shall haweobligation to deliver shares of Stock until tiae withholding obligations of ti
Participating Company have been satisfied by thiédizant.

7.8 Assignment of Sale ProceedsSubject to compliance with applicable law and tr@m@anys Trading Complianc
Policy, if permitted by the Company, the Participaray satisfy the Participating Compasyax withholding obligations in accordance \
procedures established by the Company providingd&ivery by the Participant to the Company or aker approved by the Company
properly executed instructions, in a form approlgdhe Company, providing for the assignment toGoenpany of the proceeds of a sale"
respect to some or all of the shares being acquiped settlement of Units.

7.9 Wwithholding in Shares. The Company shall have the right, but not the @ltién, to require the Participant to sat
all or any portion of a Participating Compasiyax withholding obligations by deducting from tigares of Stock otherwise deliverable tc
Participant in settlement of the Award a numbewbble shares having a fair market value, as det@thby the Company as of the datt
which the tax withholding obligations arise, notamcess of the amount of such tax withholding alilaps determined by the applice
minimum statutory withholding rates.

8. EFFECT OF CHANGE IN CONTROL .

In the event of a Change in Control, except toakient that the Committee determines to cash @uitiard in accordan
with Section 13.1(c) of the Plan, the survivingntiouing, successor, or purchasing entity or patieeteof, as the case may be (th&ctuiror
"), may, without the consent of the Participanguame or continue in full force and effect the Compa rights and obligations under all or .
portion of the outstanding Units or substitute &iror any portion of the outstanding Units substdly equivalent rights with respect to
Acquiror’s stock. For purposes of this Section, a Unit dballeemed assumed if, following the Change in ©@brthe Unit confers the right
receive, subject to the terms and conditions oPfa@ and this Agreement, the consideration (whettwek, cash, other securities or proper
a combination thereof) to which a holder of a star&tock on the effective date of the Change imt&d was entitled (and if holders w
offered a choice of consideration, the type of abersition chosen by the holders of a majority & thutstanding shares of Stock); provi
however, that if such consideration is not sola@ynmon stock of the Acquiror, the Committee mayhwite consent of the Acquiror, prov
for the consideration to be received upon settléraethe Unit to consist solely of common stockiled Acquiror equal in Fair Market Value
the per share consideration received by holderSto€k pursuant to the Change in Control. The Awsldll terminate and cease to
outstanding effective as of the time of consumnmatinthe Change in Control to the extent that Usitisject to the Award are neither assu
or continued by the Acquiror in connection with tBeange in Control nor settled as of the time ef@nange in Control.




9. ADJUSTMENTS FOR CHANGES IN CAPITAL STRUCTURE .

Subject to any required action by the stockholdérthe Company and the requirements of Section 46Bthe Code to tt
extent applicable, in the event of any change @Stock effected without receipt of consideratigntie Company, whether through mer
consolidation, reorganization, reincorporation agatalization, reclassification, stock dividendyak split, reverse stock split, split-up, spiit;
spin-off, combination of shares, exchange of sharesjroilar change in the capital structure of the Camyp or in the event of payment ¢
dividend or distribution to the stockholders of tbempany in a form other than Stock (other thamli@g periodic cash dividends paid on Si
pursuant to the Comparsytividend policy) that has a material effect om Bair Market Value of shares of Stock, appropréete proportiona
adjustments shall be made in the number of Unibgestito the Award and/or the number and kind @frek or other property to be issue
settlement of the Award, in order to prevent ddatior enlargement of the Participantights under the Award. For purposes of the foireg
conversion of any convertible securities of the @any shall not be treated as “effected withoutia consideration by the Companyhy
and all new, substituted or additional securitiesother property (other than regular, periodic cdshdends paid on Stock pursuant to
Companys dividend policy) to which the Participant is dietl by reason of ownership of Units acquired pamsuo this Award will b
immediately subject to the provisions of this Awand the same basis as all Units originally acqulieceunder. Any fractional Unit or sh
resulting from an adjustment pursuant to this ®ecshall be rounded down to the nearest whole nun$heeh adjustments shall be determ
by the Committee, and its determination shall balfibinding and conclusive.

10. RIGHTS AS A STOCKHOLDER, DIRECTOR, EMPLOYEE OR CONS ULTANT .

The Participant shall have no rights as a stocldroldth respect to any shares which may be issoeskitlement of th
Award until the date of the issuance of such sh@s®videnced by the appropriate entry on the dodkhe Company or of a duly authori
transfer agent of the Company). No adjustment diemlihade for dividends, distributions or other tggior which the record date is prior to
date the shares are issued, except as provideectios 9. If the Participant is an Employee, theiBipant understands and acknowledges
except as otherwise provided in a separate, wrigtgployment agreement between a Participating Coyn@ad the Participant, t
Participant’s employment is “at willand is for no specified term. Nothing in this Agremnt shall confer upon the Participant any rigl
continue in the Service of a Participating Companynterfere in any way with any right of the Paipiating Company Group to terminate
Participant’s Service at any time.

11. LEGENDS.
The Company may at any time place legends refengrany applicable federal, state or foreign seiesriaw restrictions ¢
all certificates representing shares of stock idguérsuant to this Agreement. The Participant slaalthe request of the Company, prom

present to the Company any and all certificatesesgmting shares acquired pursuant to this Awattdrpossession of the Participant in o
to carry out the provisions of this Section.

12. COMPLIANCE WITH SECTION 409A .

It is intended that any election, payment or bemetfich is made or provided pursuant to or in catioa with this Award th:
may result in Section 409A Deferred Compensaticadl stomply in all respects with the applicable riegments of Section 409A (includi
applicable regulations or other administrative gunice thereunder, as determined by the Committgead faith) to avoid the unfavorable
consequences provided therein for aoompliance. In connection with effecting such caanpte with Section 409A, the following shall apply:

12.9 Separation from Service; Required Delay in Paymento Specified EmployeeNotwithstanding anything set fo
herein to the contrary, no amount payable purstmtiiis Agreement on account of the Participautérmination of Service which constitute
“deferral of compensation” within the meaning oé thireasury Regulations issued pursuant to Sectdh 4f the Code (thé Section 409,
Regulations” ) shall be paid unless and until the Participastihaurred a “separation from service” within theaning of the Section 409A




Regulations. Furthermore, to the extent that théiddzant is a “specified employestithin the meaning of the Section 409A Regulatiaeso
the date of the Participastseparation from service, no amount that consstat deferral of compensation which is payableamouwnt of th
Participant’s separation from service shall be paithe Participant before the date (th®elayed Payment Daté ) which is first day of th
seventh month after the date of the Participantjsasation from service or, if earlier, the datetlodé Participants death following suc
separation from service. All such amounts that wptilut for this Section, become payable prior te elayed Payment Date will
accumulated and paid on the Delayed Payment Date.

12.10 Other Changes in Time of PaymentNeither the Participant nor the Company shall takg action to accelerate
delay the payment of any benefits under this Agesgtrim any manner which would not be in compliawith the Section 409A Regulations.

12.11 Amendments to Comply with Section 409A; Indemnifiction. Notwithstanding any other provision of t
Agreement to the contrary, the Company is authdripeamend this Agreement, to void or amend angtiele made by the Participant un
this Agreement and/or to delay the payment of amnies and/or provision of any benefits in such nesires may be determined by
Company, in its discretion, to be necessary or@mpate to comply with the Section 409A Regulati@nthout prior notice to or consent of
Participant. The Participant hereby releases atdsh@armless the Company, its directors, officers stockholders from any and all claims
may arise from or relate to any tax liability, pkies, interest, costs, fees or other liability ined by the Participant in connection with
Award, including as a result of the applicatiorSefction 409A.

12.12 Advice of Independent Tax Advisor.The Company has not obtained a tax ruling or otio@firmation from th
Internal Revenue Service with regard to the apfiioeof Section 409A to the Award, and the Compdogs not represent or warrant that
Agreement will avoid adverse tax consequenceseédPdrticipant, including as a result of the appilicaof Section 409A to the Award. T
Participant hereby acknowledges that he or shébbas advised to seek the advice of his or her omdapgendent tax advisor prior to ente
into this Agreement and is not relying upon anyrespntations of the Company or any of its agent® dhe effect of or the advisability
entering into this Agreement.

13. MISCELLANEOUS PROVISIONS .

13.17 Termination or Amendment. The Committee may terminate or amend the PlanisrAgreement at any tirr
provided, however, that except as provided in adiin connection with a Change in Control, nohstezmination or amendment may ha
materially adverse effect on the Participantights under this Agreement without the consdrnthe Participant unless such terminatiol
amendment is necessary to comply with applicabledagovernment regulation, including, but not kied to, Section 409A. No amendmer
addition to this Agreement shall be effective uslgswriting.

13.18 Nontransferability of the Award. Prior to the issuance of shares of Stock on thdicaipe Settlement Da
neither this Award nor any Units subject to this a@d shall be subject in any manner to anticipatadienation, sale, exchange, trans
assignment, pledge, encumbrance, or garnishmeerdoltors of the Participant or the Participariieneficiary, except transfer by will or by
laws of descent and distribution. All rights witsspect to the Award shall be exercisable duringPdicipants lifetime only by the Participa
or the Participant’s guardian or legal represevgati

13.19 Further Instruments. The parties hereto agree to execute such furtistruiments and to take such further ac
as may reasonably be necessary to carry out thetiaf this Agreement.

13.20 Binding Effect. This Agreement shall inure to the benefit of thecassors and assigns of the Company and, s
to the restrictions on transfer set forth hereim binding upon the Participant and the Particigahgirs, executors, administrators, succe
and assigns.




13.21 Delivery of Documents and NoticesAny document relating to participation in the Ptanany notice required
permitted hereunder shall be given in writing ahdlisbe deemed effectively given (except to theeekthat this Agreement provides
effectiveness only upon actual receipt of suchaedtupon personal delivery, electronic deliveryhat email address, if any, provided for
Participant by a Participating Company, or uponadépn the U.S. Post Office or foreign postal segy by registered or certified mail, or w
a nationally recognized overnight courier serviwéh postage and fees prepaid, addressed to tles pHrty at the address of such part
forth in the Grant Notice or at such other addesssuch party may designate in writing from timénee to the other party.

(&) Description of Electronic DeliveryThe Plan documents, which may include but do neessarily include
the Plan, the Grant Notice, this Agreement, then Faospectus, and any reports of the Company pedvigkenerally to the Compay’
stockholders, may be delivered to the Participdattmnically. In addition, if permitted by the Cpanmy, the Participant may deli
electronically the Grant Notice to the Company@istich third party involved in administering thaPlas the Company may designate
time to time. Such means of electronic delivery rnragjude but do not necessarily include the delivafra link to a Company intranet or
Internet site of a third party involved in admieishg the Plan, the delivery of the document vimait or such other means of electrc
delivery specified by the Company.

(b)  Consent to Electronic DeliveryThe Participant acknowledges that the Participastriead Section 13.5(a)
this Agreement and consents to the electronic ésfiof the Plan documents and, if permitted byGbenpany, the delivery of the Grant Not
as described in Section 13.5(a). The Participakh@eledges that he or she may receive from the Gom@ paper copy of any docume
delivered electronically at no cost to the Partcipby contacting the Company by telephone or itivg: The Participant further acknowled
that the Participant will be provided with a papepy of any documents if the attempted electroeiovdry of such documents fails. Simila
the Participant understands that the Participardt provide the Company or any designated thirdypadiministrator with a paper copy of «
documents if the attempted electronic deliverywafisdocuments fails. The Participant may revokeohiser consent to the electronic deli
of documents described in Section 13.5(a) or mayngha the electronic mail address to which such miecits are to be delivered (if Particig
has provided an electronic mail address) at ang tjnotifying the Company of such revoked consenevised enail address by telephol
postal service or electronic mail. Finally, the tRgpant understands that he or she is not requoensent to electronic delivery of docum:
described in Section 13.5(a).

13.22 Integrated Agreement.The Grant Notice, this Agreement and the Plan,ttegewith the Superseding Agreem
if any, shall constitute the entire understandind agreement of the Participant and the Partigigafiompany Group with respect to the sul
matter contained herein or therein and superseggdor agreements, understandings, restrictiomgrasentations, or warranties among
Participant and the Participating Company Grouphwispect to such subject matter. To the extenteamplated herein or therein,
provisions of the Grant Notice, this Agreement #relPlan shall survive any settlement of the Awaard shall remain in full force and effect.

13.23 Applicable Law. This Agreement shall be governed by the laws ofState of Texas as such laws are appli
agreements between Texas residents entered intio dxedperformed entirely within the State of Texas

13.24 Counterparts. The Grant Notice may be executed in counterpasish @f which shall be deemed an original,
all of which together shall constitute one andsame instrument.




Q2 HOLDINGS, INC.
NOTICE OF GRANT OF RESTRICTED STOCK UNITS
(For Nonemployee Directors)

Q2 Holdings, Inc. (th& Company” ) has granted to the Participant an award ‘(thevard” ) of certain units pursuant to the Q2 Holdings,
2014 Equity Incentive Plan (tHe Plan " ), each of which represents the right to receive endpplicable Settlement Date one (1) sha
Stock, as follows:

Participant: - Employee ID: _

Date of Grant: -

Total Number of Units: __, subject to adjustment as provided by the Restti&tock Units Agreement.

Settlement Date: Exgept as provided by the Restricted Stock UnitseAment, the date on which a Unit becomes a Vi
nit.

Vesting Start Date: _

Vested Units: Except as provided in the Restricted Stock Uniggse&ment and provided that the Participai8ervice ha

not terminated prior to the applicable date, theber of Vested Units (disregarding any resultiragfional
Unit) as of any date is determined by multiplyirige tTotal Number of Units by the Vested Ratio”
determined as of such date, as follows:

Vested Ratio

Prior to anniversary of Vesting Start Date 0
On anniversary of Vesting Start Date f{ttitial Vesting Date” )

Plus

For each additional period of of the Bigdint’s Service from the Initi

Vesting Date until the Vested Ratio equals 1/1additional

Accelerated Vesting: Notwithstanding any other provision contained iis Grant Notice or the Restricted Stock Units Agneat,
the total Number of Units shall become Vested Uimtsnediately prior to, but conditioned upon,
consummation of a Change in Control, provided thatParticipans Service has not terminated prior to
date of the Change in Control.

Superseding Agreement: None

By their signatures below or by electronic acceptanr authentication in a form authorized by thenany, the Company and the Participant
agree that the Award is governed by this Grantd¢osind by the provisions of the Restricted StockdJgreement and the Plan, both of
which are made a part of this document, and bystugerseding Agreement, if any. The Participant askedges that copies of the Plan, the
Restricted Stock Units Agreement and the prospdotubie Plan are available on the Company'’s irstkeweb site and may be viewed and
printed by the Participant for attachment to theiBipant’s copy of this Grant Notice. The Partiiyp represents that the Participant has read
and is familiar with the provisions of the ReseittStock Units Agreement and the Plan, and heretgpas the Award subject to all of their
terms and conditions.




Q2 HOLDINGS, INC. PARTICIPANT

By: _ —
[officer name] Signature
[officer title] _
Date
Address: _
Address

ATTACHMENTS: 2014 Equity Incentive Plan, as amended to the Daf&rant; Restricted Stock Units Agreement and PleospecttL



EXHIBIT 31.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER PURSUANT T O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

[, Matthew P. Flake, certify that:
1. I have reviewed this quarterly report on Form@6f Q2 Holdings, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or eonfitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13ayHnd 15d-15(e)) and internal control over firiaheeporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for iagistrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the preparatior
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report bas
on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finateeporting; and

5. The registrant’s other certifying officer(s) antlave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weakses in the design or operation of internal cordvelr financial reporting
which are reasonably likely to adversely affectrdgistrants ability to record, process, summarize and refpmancial information
and

b. Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

Date: November 10, 2014 /sl MATTHEW P. FLAKE
Name: Matthew P. Flake
Title: President and Chief Executive Officer




EXHIBIT 31.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER PURSUANT T O
SECTION 302(a) OF THE SARBANES-OXLEY ACT OF 2002

[, Jennifer N. Harris, certify that:
1. I have reviewed this quarterly report on Form@6f Q2 Holdings, Inc.;

2. Based on my knowledge, this report does notadorny untrue statement of a material fact or eonfitate a material fact
necessary to make the statements made, in ligheafircumstances under which such statementswade, not misleading with respect
to the period covered by this report;

3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all
material respects the financial condition, resofteperations and cash flows of the registrantfaara for, the periods presented in this
report;

4. The registrant’s other certifying officer(s) anare responsible for establishing and maintainiisglosure controls and
procedures (as defined in Exchange Act Rules 13a)Hnd 15d-15(e)) and internal control over firiaheeporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) for iagistrant and have:

a. Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under
our supervision, to ensure that material infornratielating to the registrant, including its condatied subsidiaries, is made known
to us by others within those entities, particulahlying the period in which this report is beingpared;

b. Designed such internal control over financiglorting, or caused such internal control over fiahreporting to be
designed under our supervision, to provide readeragsurance regarding the reliability of financégorting and the preparatior
financial statements for external purposes in ataace with generally accepted accounting principles

c. Evaluated the effectiveness of the registragisslosure controls and procedures and presentédsineport our
conclusions about the effectiveness of the discsantrols and procedures, as of the end of tHegeovered by this report bas
on such evaluation; and

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the
registrant’s most recent fiscal quarter (the regigts fourth fiscal quarter in the case of an ahneport) that has materially
affected, or is reasonably likely to materiallyeadf, the registrant’s internal control over finateeporting; and

5. The registrant’s other certifying officer(s) antlave disclosed, based on our most recent evatuat internal control over
financial reporting, to the registrant’s auditorglahe audit committee of the registrant’s boardicéctors (or persons performing the
equivalent functions):

a. All significant deficiencies and material weagkses in the design or operation of internal cortvelr financial reporting
which are reasonably likely to adversely affectrdgistrants ability to record, process, summarize and refpmancial information
and

b. Any fraud, whether or not material, that invaweanagement or other employees who have a signifiole in the
registrant’s internal control over financial repogt

Date: November 10, 2014 /s/ JENNIFER N. HARRIS
Name: Jennifer N. Harris
Title: Chief Financial Officer




EXHIBIT 32.1

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

The undersigned, the President and Chief Exec@ifieer of Q2 Holdings, Inc. (the “Company”), dokereby certify under the
standards set forth and solely for the purposd88dd.S.C. 1350, as adopted pursuant to SectioroPO Sarbane®xley Act of 2002, that tr
Quarterly Report on Form 10-Q of the Company ferttiree months ended September 30, 2014 fully dempiith the requirements of
Section 13(a) or 15(d) of the Securities Exchangeof 1934 and information contained in that For@Q fairly presents, in all material
respects, the financial condition and results @rapions of the Company.

Date: November 10, 2014 /sl MATTHEW P. FLAKE
Name: Matthew P. Flake
Title: President and Chief Executive Officer

A signed original of this written statement reqdit®y Section 906 has been provided to the Compadwll be retained by the
Company and furnished to the Securities and Exah&@uammission or its staff upon request.



EXHIBIT 32.2

CERTIFICATION OF 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 undersigned, the Chief Financial Officer of I@ddings, Inc. (the “Company”), does hereby certifyder the standards set forth and
solely for the purposes of 18 U.S.C. 1350, as atbptirsuant to Section 906 of the Sarbanes-Oxl¢p#A2002, that the Quarterly Report on
Form 10Q of the Company for the three months ended SemeBt) 2014 fully complies with the requirementsSettion 13(a) or 15(d) of t

Securities Exchange Act of 1934 and informationtamred in that Form 1@ fairly presents, in all material respects, tmaficial condition ar
results of operations of the Company.

Date: November 10, 2014 /s/ JENNIFER N. HARRIS

Name: Jennifer N. Harris
Title: Chief Financial Officer

A signed original of this written statement reqdil®y Section 906 has been provided to the Compadyné| be retained by the
Company and furnished to the Securities and Exah&@ammission or its staff upon request.



