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CORPORATE INFORMATION AND FORWARD-LOOKING STATEMENTS

Our Corporate Information

Our business was incorporated in Delaware as intralinks Inc in June 1996 In June 2007 we completed merger or the Merger

pursuant to which Intralinks Inc became wholly-owned subsidiary ofTA Indigo Holding Corporation newly-formed Delaware

corporation owned by TA Associates Inc which is now part of TA Associates Management L.P and certain other stockholders

of Intralinks Inc including Rho Capital Partners Inc and former and current officers and employees of Intralinks Inc The

Merger was funded in part through term loans made under various credit facilities in an aggregate principal amount of $275.0

million The Merger was accounted for under the purchase accounting method in accordance with accounting principles generally

accepted in the United States ofAmerica or GAAP In 2010 we changed the name of TA Indigo Holding Corporation to Intralinks

Holdings inc Unless otherwise stated in this Annual Report on Form 10-K also referred to as this Annual Report or this Form

10-K or the context otherwise requires references to Intralinks we us our the Company and similar references refer

to Intralinks Holdings Inc and its subsidiaries

Intralinks Intralinks Courier Intralinks DealspacesM Intralinks ConnectsM Intralinks VIA and Share anywhere.SM Control

everything and other trademarks and service marks of lntralinks appearing in this Annual Report are the property of Intralinks

Other trademarks or service marks that may appear in this Annual Report are the property of their respective holders Solely for

convenience the trademarks and trade names in this Annual Report are referred to without the TM and
SM

symbols but such

references should not be construed as any indicator that their respective owners will not assert to the fullest extent under applicable

law their rights thereto

Forward-Looking Statement Safe Harbor

Some of the statements in this Annual Report constitute forward-looking statements within the meaning of Section 27A of the

Securities Act of 1933 as amended and Section 21E of the Securities Exchange Act of 1934 as amended These statements relate

to our operations and are based on our current expectations estimates and projections Words such as may will could

would should anticipate predict potential continue expects intends plans projects believes

estimates goals in our view and similarexpressions are used to identify these forward-looking statements The forward-

looking statements contained in this Annual Report include but are not limited to statements about our internal control over

financial reporting our results of operations and financial condition and our plans strategies and developments Forward-looking

statements are only predictions and as such are not guarantees of future performance and involve risks uncertainties and

assumptions that are difficult to predict Forward-looking statements are based upon assumptions as to future events or our future

financial performance
that may not prove to be accurate Actual outcomes and results may differ materially from what is expressed

or forecasted in these forward-looking statements Many of the reasons for these differences include changes that occur in our

continually changing business environment and other important factors These risks uncertainties and other factors are more fully

described in Item IA Risk Factors and Item Managements Discussion and Analysis of Financial Condition and Results of

Operations in Part of this Form 10-K You are strongly encouraged to read those sections carefully as the occurrence of the

events described therein and elsewhere in this report could materially harm our business Given these risks uncertainties and other

factors you should not place undue reliance on these forward-looking statements Also these statements speak only as of the date

they were made and except as required by law we undertake no obligation to publicly update or revise any forward-looking

statements whether as result of new information future events or otherwise
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PART

ITEM BUSINESS

Overview

Intral inks is leading global provider of Software-as-a-Service or SaaS solutions for secure content management and collaboration

within and among organizations Our cloud-based solutions enable organizations to control track search and exchange time-

sensitive information inside and outside the firewall all within secure and easy-to-use environment Our customers rely on our

cost-effective solutions to manage large amounts of electronic information accelerate information intensive business
processes

reduce time to market optimize critical information workflow meet regulatory and risk management requirements and collaborate

with business counterparties in secure auditable and compliant manner We help our customers eliminate many of the inherent

risks and inefficiencies of using email fax courier services and other existing solutions to collaborate and exchange information

At our founding in 1996 we introduced cloud-based collaboration for the debt capital markets industry and shortly thereafter

extended our solutions to merger and acquisition transactions Today we service enterprises financial institutions and governmental

agencies in over 60 countries across variety of industries including financial services pharmaceutical manufacturing

biotechnology consumer energy telecommunications industrial legal agriculture insurance real estate and technology which

use our solutions for the secure management and online exchange of information within and among organizations Across our

principal markets we help transform wide range of slow expensive and information-intensive tasks into streamlined efficient

and real-time business processes

We deliver our solutions entirely through cloud-based model where they are available on-demand over the Internet using multi-

tenant SaaS architecture in which single instance of our software serves all of our customers We sell our solutions directly

through field sales team with industry-specific expertise and an inside sales team and indirectly through customer referral

network and channel partners In 2012 we generated $216.7 million in revenue of which approximately 39% was derived from

sales across more than 60 countries outside of the United States

The Intralinks Platform

We have built highly secure and scalable cloud-based multi-tenant platform upon which we develop solutions that allow our

customers to collaborate manage and exchange critical information across organizational and geographic boundaries We integrate

content management collaboration and social networking software into one platform that supports business collaboration and

content exchange The Intralinks Platform scales from the needs of small groups and individuals within one organization to large

teams of people across multiple enterprises financial institutions and governmental agencies Our platform helps transform wide

range of slow expensive and information-intensive tasks into streamlined efficient and real-time business processes Examples

include the following

debt capital markets transactions including loan syndication agency and other financing activities

due diligence for merger and acquisition transactions initial public offerings or IPOs and other strategic transactions

secure enterprise collaboration and file sharing by business professionals in wide variety of industry settings

private equity fundraising and investor reporting

clinical trial management support and safety document distribution

life sciences drug development support and licensing

contract and vendor management

corporate development and board reporting and

corporate banking
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Intralinks Exchanges

Intralinks Exchanges facilitate collaboration within and among organizations They integrate the capabilities of content

management collaboration and social networking software into cohesive work environment that is accessible from the Internet

Intralinks Exchanges can be configured for variety of uses including the facilitation and management of number oftransactions

and matters such as loan syndications mergers
and acquisitions asset dispositions clinical trials support investor reporting and

capital management

Users access and work in Intralinks Exchanges primarily through simple intuitive and easy to use browser interface Content

within an Intralinks Exchange can be accessed through our customers existing operating systems with an Internet connection

Users can also easily access the system with advanced mobile devices such as iPads iPhones BlackBerry and Android-based

products In addition we make available advanced on-premise tools such as Intralinks Designer for administrators and other users

to simplify the uploading organization and management of content For example Intralinks Designer facilitates activities such

as adding files and folders in bulk dynamically indexing information and setting permissions for multiple users and user groups

Inherent in each Intralinks Exchange is the ability to manage content This includes not only standard document management

capabilities such as the ability to monitor document use to maintain version control but also more sophisticated permissioning

capabilities such as document locking and protection that can watermark content and control users ability to view print forward

and save content stored on the Intralinks Exchange Document locking and protection can be configured for users and groups on

bulk or per document basis

Disaster recovery services virus scanning and protection and automated backups are included as an ongoing component of our

service offering to protect and secure the Intralinks Exchange environment and its content We also provide comprehensive

archiving service that includes complete electronic copy of all documents access history historical permissions and electronic

communications sent through an Intralinks Exchange Detailed and auditable records document disclosure should any legal or

other compliance challenges arise These auditable records frequently satisfy additional company and regulatory record-keeping

requirements

Intralinks Courier

Intralinks Courier is an enterprise-class managed file transfer service that allows individuals and
groups to support ad-hoc inter-

enterprise collaboration allowing the exchange of content through the firewall in controlled secure and auditable manner It is

designed to enable the secure exchange of critical information among individuals and groups on one-off ad hoc basis whereas

an Intralinks Exchange is designed for continuous content sharing and collaboration

Intralinks Courier integrates the advanced capabilities of the Intralinks Platform including tracking and reporting access history

for compliance support document-level restrictions for printing forwarding and saving and watermarking Because the content

is stored on the Intralinks Platform users can restrict file access to intended recipients and revoke access privileges even after

documents are sent Users access the Intralinks Courier service through simple web interface desktop application or an email

plug in Intralinks Courier overcomes the file size limitations and inherent risk of email and file transfer protocol or FTP servers

and eliminates the time and cost associated with overnight mail and physical couriers

Intralinks VIA

Launched in February 2013 Intralinks VIA is secure and scalable SaaS solution for content sharing and collaboration within

and beyond the corporate firewall Designed for business collaboration in wide variety of markets and industries Intralinks

VIA is designed to enable users to sync share and unshare files work efficiently on group projects and manage content

wherever it goes in controlled and secure manner In addition Intralinks VIA is designed to enable employees across all

departments of an enterprise to share content and collaborate beyond the firewall in way that adheres to management-level

control security auditability and compliance requirements

Intralinks VIA allows collaboration through the creation of work streams enabling business professionals to work together on

document or project Further Intralinks VIA which is accessible through simple web-based user interface allows users to

access and share files at any time from their desktops to their mobile devices with control and monitoring over the content

wherever it goes Intralinks VIA integrates with existing applications and systems providing an extension of familiar tools and

experiences and the means to coordinate work across people organizations and devices
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Intralinks Technology and Integration Services

The Intralinks Platform provides technology environment for building business applications and integrates with existing enterprise

software applications Through our technology integrators and third party developers have the ability to create and deploy new

business applications customized to specific customer requirements Additionally they can connect and integrate Intralinks

Exchanges with existing content management systems and collaboration services as well as manage workflow and information

exchange between systems Key elements include

Jntralinks Application Programming Interfaces or APIs Intralinks APIs include broad set of functional
ity and comprehensive

API map to manage and control content users sessions and system administration They are developed on the representational

state transfer or REST architecture making them web services ready and are used extensively by our internal development teams

to create all Intralinks applications

Intralinks Adapters Intralinks Adapters are .NET applications that enable communications between Intralinks and external

systems Intralinks Adapters include pre-packaged functionality such as contact management file management and basic system

configuration

In ralinks Connectors Intralinks Connectors are software hooks designed to connect and integrate Intralinks with the APIs of

specific external systems like Microsoft SharePoint EMC Documentum and Salesforce.com Our connectors are out-of-the-

box offerings for external integration and include packaged services for file transfer permissioning reporting and workflow

intralinks Customer Service

Our customer-facing teams provide range of implementation and end-user support services to ensure that our customers remain

productive through the duration of their use of our services

Implementation Services

Requirements consultation and solution development We engage with customers to understand their unique business processes

and analyze and identiI their service requirements to assist with the optimal configuration ofthe Intralinks Exchange environment

Project management We develop an action and training plan to accelerate the integration and rollout of the Intralinks solution

within the customers organization

Training We provide administrator and end-user training including end-user certifications to meet specific industry requirements

in areas such as life sciences

Document scanning and upload We provide services as required to organize and scan customer documents and to automate the

data upload process

Our online solutions are critical to enable time-sensitive transactions and communications We therefore aim to provide excellent

customer service to enable our customers to complete their business
processes

and objectives in timely and cost-effective manner

Our customer service team provides live support 24 hours per day days per week and 365 days per year for all users regardless

of whether they are direct customers or invited users to an Intralinks Exchange Customer service and support is regular component

of our value proposition This support model is significant differentiator from alternative applications that restrict information

to within the firewall Because many of the organizations and business processes supported by our online Intralinks Exchanges

are global and involve international communication and collaboration we support customer inquiries in over 140 languages

Our Technology

We have built highly secure and scalable cloud-based multi-tenant platform upon which we develop solutions that allow our

customers to collaborate manage and exchange critical information across organizational and geographic boundaries Our third-

generation Intralinks Platform is optimized to service all of our customers from single central software instance Unlike enterprise

software vendors we do not need to custom-build software to deploy our technology into different environments or to address

industry-specific needs Consequently we do not need to manage and support multiple versions of our software and we do not

need to expend effort to customize support for different hardware operating systems or databases Our platform combines our

proprietary code with integrated components from third-party vendors
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The Intralinks Platform can be accessed universally from simple web browser yet has rich customer interface powered by

Adobe Flex that supports familiar desktop tools These include drag-and-drop capabilities right-click menus and dynamic easy-

to-use reporting features that allow users to get started quickly and easily We also utilize Microsoft .NET technologies for desktop

integration and MOSS integration toolkits and make extensive use of Web 2.0 technologies such as AJAX and Flash for improved

usability and performance and to deliver rich and highly interactive experience Our technology platform includes an integrated

full text search capability that performs real time data categorization and tagging of content along with dynamic facet generation

to help users quickly navigate search results In addition we utilize Akamais Web Application Accelerator and IP Application

Accelerator services to enable consistently high performance for users around the world We also employ virtualization and load

balancing technologies to enable seamless scalability of our infrastructure across all computing tiers

We have built highly sophisticated authentication authorization and encryption service designed to ensure that the content stored

in our system is accessible only by authorized users We employ wide range of technical security features including two factor

authentication using RSA Adaptive Authentication and data encryption with encoded session identifiers and passwords Every file

we transmit from an exchange is encrypted to the end user via Secure Socket Layer or SSL transaction We also use encryption

technology in our storage systems and backup tapes We incorporate sophisticated information rights management and

permissioning controls that enable our customers to control the role of and access of participants to information within an exchange

Our platform also provides audit trails for compliance and access history tracking throughout the entire lifecycle of the content

of each exchange

To demonstrate that we have established effective operational control objectives and activities we undergo annual audits conducted

by an outside service auditor in accordance with the American Institute ofCertified Public Accountants audit guide titled Reports

on Controls at Service Organization over Security Availability Processing Integrity Confidentiality or Privacy The successful

completion ofthese audits and the issuance of the outside service auditors report provides independent validation that our control

activities and processes are effective and can be relied upon by our customers

The Intralinks Platform is hosted in four secure data centers provided by SunGard Availability Services LP that are run in primary

and secondary mode with redundancy and failover capability Physical security at these facilities includes continually staffed

security station along with biometric and man trap access controls Systems are protected by firewalls and encryption technology

Each data center features redundant power on-site backup generators and environmental controls and monitoring As part of our

disaster recovery arrangements all customer data is replicated to all sites in near real-time Our hosting providers conduct regular

security audits of our infrastructure and we also employ outside vendors for managed network security and monitoring 24 hours

per day days per week 365 days per year The performance of our application suite is continually monitored using variety of

automated tools and customer data is regularly backed up and stored in primary and secondary secure location to minimize the

risk of data loss at any facility

Business Strategy Review

During 2012 management initiated business strategy review to explore long-term growth opportunities The objective was to

assess the competitive environment identify attractive market opportunities define product roadmap and further develop our

execution strategy We have made significant progress
in validating our market opportunities and aligning the company to effectively

address them This strategic assessment reinforces our commitment to anticipate the changing needs of our customers industry

trends and competitive forces

During 2012 we continued to make good progress against our business strategy with particular emphasis on improving mid-

market coverage and overall market share in our strategic transactions business We are pursuing geographies where we are

underrepresented and that will provide us with promising market opportunities Additionally we have continued to enhance our

product offerings with new capabilities and improved functionality

Sales and Marketing

In 2012 we established our inside sales capabilities to support high-velocity sales model in order to address opportunities in the

enterprise market We are developing sales and marketing capability aimed at accelerating the adoption of our solutions by

expanding penetration of existing industries capitalizing on new opportunities in underpenetrated or emerging markets and by

selectively increasing our geographic coverage
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Sales

We sell our solutions through mix of field and inside sales referral network and select group of channel partners As of

December 31 2012 our direct sales product marketing and sales support staff consisted of 237 full-time employees Our sales

representatives have extensive experience selling technology solutions into wide variety of industries including financial services

insurance energy and utilities and life sciences

In addition to our direct sales force we have established relationships with channel partners that promote sell and support our

services in specific geographies Our channel partners include among others systems integrators resellers financial printers

services partners and consultants that resell our services directly or through referral business Our key channel partners are located

in variety of countries including india Japan Brazil and South Africa

Marketing

Marketing supports our sales efforts through thought leadership and brand awareness activities lead generation programs and

the unique positioning of our offerings We have developed broad mix of marketing tools tailored for the different markets we
serve We have deep expertise in our core strategic transactions business where we have leading brand and strong market

share position Across sales and marketing we have honed our activities to maintain and develop key relationships within the deal

making community where we have relationships that number in the high thousands In our Enterprise business where there are

millions of potential buyers across many industries we are adapting our market approach and developing new capabilities to serve

the needs of that market

In March 2012 we launched new thought leadership platform called the Extended Enterprise which addresses enterprises

growing need to securely collaborate with customers and business partners without discarding the protection provided by their

own firewalls In conjunction with this thought leadership launch we rebranded our solutions into two distinctive offerings called

Intralinks Connect and Intralinks Dealspace

lntralinks Connect is an enterprise-grade offering that enables employees across all departments of an enterprise to share content

and collaborate beyond the firewall in way that ensures adherence to management-level control security auditability and

compliance requirements Intralinks Dealspace is an offering that includes our traditional solutions for securely facilitating mergers
and acquisitions syndicated loan transactions and other time limited transactions

In connection with the launch of the Intralinks Connect and Intralinks Dealspace offerings we have engaged in new marketing
initiatives These initiatives have included the launch of our new website with images and messaging around the concept of the

Extended Enterprise Further the use of print and online advertising campaigns and the utilization of enhanced search engine

marketing and search engine optimization are enabling us to seek new business opportunities within the Enterprise markets At

the same time we continue to maintain our traditional marketing initiatives including the use of our website and blog to provide

information about our company and solutions Additionally we pursue cooperative marketing efforts with our channel partners

and participate in and sponsor user conferences trade shows and industry events Other traditional marketing initiatives have

included advertisements in newspapers trade magazines management journals and other business related periodicals and the

placement of customer success stories and to 30 different industries provides us with significant number of reference accounts

enhancing our ability to market and sell to new customers

In December 2012 we began process of reevaluating our corporate and product brands and in February 2013 in connection

with the launch of Intralinks VIA new enterprise collaboration solution began to roll-out new brand identity in process that

will continue in 2013

Research and Development

Under our SaaS model we maintain and support only one version of our software Our use of common multi-tenant application

architecture enables us to provide all of our customers with solution based on two instances of our application Global and Japan
In addition we are able to simultaneously upgrade all of our customers with each new software release This enables us to focus

our research and development expenditures on developing new features and functionality rather than implementation Our

development process follows our own iterative methodology that includes elements of the Agile and Waterfall methodologies with

multiple quality control cycles to ensure high quality and an on-going update capability

As of December 312012 our research and development group
consisted of 140 employees based in New York Boston and various

other locations
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Our total product development cost which includes product development expenses and capitalized software was approximately

$34.1 million $37.3 million and $39.1 million in 2010 2011 and 2012 respectively

Competition

The market for our solutions is highly competitive fragmented and dynamic We compete with multitude of service providers

including both virtual data room providers and enterprise software providers We expect to encounter increased competition from

established software companies as well as newer entrants to the market for online content-sharing services

We believe that the principal differentiating factors in our market primarily include the ability to collaborate inside and outside

firewalls while maintaining security control auditability and compliance standards We believe we compete effectively based on

broad capabilities across all of these factors In particular our solutions are specifically designed for inter-enterprise collaboration

for content and information sharing beyond the firewall Our technology platform offers enterprise class scalability and reliability

while enabling secure auditable and compliant information exchange via SaaS delivery model that lowers total cost ofownership

Additionally our industry-specific expertise global customer support scalability and reliability to ensure uninterrupted

performance as well as price and functionality have earned us reputation of trust with our customers

Intellectual Property

We rely on combination of patent trademark copyright and trade secret laws in the United States and other jurisdictions as well

as confidentiality procedures and contractual provisions to protect our proprietary technology and our brand We have registered

our Intralinks trademark as well as other trademarks with the U.S Patent and Trademark Office and in several jurisdictions

outside the United States

We hold seven issued United States patents patent numbers 6898636 7143175 6678698 7233992 7168094 7587504

and 7814537 These patents which are scheduled to expire on various dates commencing on February 2019 cover among

other things certain processes
and systems for using computer to upload documents to server permission any number of

recipients to view or download documents and send an automated alert and link to those recipients Our patents contemplate broad

applications of these processes including in the context of combination of such processes with single-sign-on technology use of

the process with handheld devices combination of the process
with data encryption and customized user interfaces for private

labeling use of the processes
for managing time-sensitive projects and tasks and automatic updating of exchange contents at

regular time intervals We have additional patents pending with the U.S Patent and Trademark Office including one that relates

to certain aspects of the technology we developed to allow customers to filter access to documents based on users self-declared

attributes In one application of this technology investors in syndicated loans use it to facilitate compliance by shielding certain

oftheir personnel from access to material non-public information about corporate borrowers We will continue to assess appropriate

occasions for seeking patent and other intellectual property protections for those aspects of our technology and service that we

believe constitute innovations providing significant competitive advantages

Employees

As ofDecember 312012 we employed 635 full-time employees including 237 in sales and marketing 140 in product development

144 in operations and support and 114 in general and administrative

Geographic Information

Revenue is generated within and outside the U.S We operate globally with approximately 61% of total revenues derived from

customers located in the United States and the remaining 39% derived from customers located in various international locations

with the largest being the UK

Facilities

Our principal executive office located at 150 East 42nd Street New York New York occupies approximately 66832 square feet

This space is comprised of 43304 square
feet that are subject to lease agreement that expires in July 2021 and 23528 square

feet that are subject to sublease agreement that expires in December 2013 In addition we have facility in Charlestown

Massachusetts that occupies 36557 square feet under lease that expires in December 2015

10
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We also maintain space in Amsterdam London Paris Chicago Sªo Paulo Frankfurt Sydney and San Francisco for our sales

and services activities We believe that our facilities are adequate for our current needs However we may obtain additional office

space to house additional services personnel in the near future and we may require other additional office space as our business

grows

Available Information

We maintain an internet website under the name www intralinks corn We make available free of charge on our website our annual

report on Form 10-K quarterly reports on Form 10-Q current reports on Form 8-K proxy statements other information and

amendments to those reports as soon as reasonably practicable after providing such reports to the SEC We also make available

on our website the charters for the committees of our Board of Directors including the Audit Committee Compensation
Committee and Nominating and Corporate Governance Committee and ii our Code of Business Conduct and Ethics governing

our directors officers and employees We intend to disclose on our website any amendments to or waivers from our Code of

Business Conduct and Ethics that are required to be disclosed pursuant to the rules of the SEC Information contained on or

connected to our website is not incorporated by reference into this Form 10-K and should not be considered part of this report or

any other filing that we make with the SEC

We file annual reports on Form 10-K quarterly reports on Form 10-Q current reports on Form 8-K proxy statements and other

documents with the SEC under the Securities Exchange Act as amended The public may read and copy any materials that we
file with the SEC at the SECs Public Reference Room at 100 Street N.E Washington DC 20549 The public may obtain

information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330 Also the SEC maintains an

internet website that contains reports proxy and information statements and other information regarding issuers including lntralinks

Holdings Inc that file electronically with the SEC The public can obtain any document we file with the SEC at

www.sec.gov

ITEM IA RISK FACTORS

The following risks and uncertainties together with all other information in this Annual Repor4 including our consolidated

financial statements and related notes should be considered carefully Any of the risk factors we describe below could adversely

affect our businessfinancial condition or results of operations and could cause the market price of our common stock tofluctuate

or decline

Risks Related to Our Business and Our Industry

Continuing weakness or further deterioration in domestic and global economic conditions could have significant adverse

impact on our businessfinancial condition and operating results

Our business financial condition and operating results could be significantly affected by general economic conditions The U.S
and global economies have experienced significant prolonged downturn and prospects for sustained economic recovery remain

uncertain In particular the European Union continues to face significant economic challenges which could impede the recovery

of the worldwide economy Prolonged economic weakness or further downturn in the U.S and global economies could result

in variety of risks to our business To the extent that economic conditions remain uncertain or deteriorate further our business

and operating results could be significantly and adversely affected

11
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Our future profitability is uncertain

We have historically incurred significant net operating losses As result of these operating losses we accumulated deficit of

$97.4 millionfrom June 15 2007 the date on which through series oftransactions we refer to as the Merger all ofthe outstanding

equity of Intralinks Inc was acquired by newly formed entity TA Indigo Holding Corporation which was owned by TA

Associates Inc now part of TA Associates Management L.P Rho Capital Partners Inc principal stockholder in Intralinks

Inc since 2001 and other stockholders including former and current officers and employees of Intralinks Inc through December

31 2012 Our future profitability depends on among other things our ability to generate revenue in excess of our expenses

However since our initial public offering in August 2010 we have incurred and will continue to incur as public company

significant additional legal accounting and other expenses to which we were not subject as private company including expenses

related to our efforts in complying with the requirements of Sarbanes-Oxley Act of 2002 or Sarbanes-Oxley the Dodd-Frank Wall

Street Reform and Consumer Protection Act of2O 10 or Dodd-Frank and other public company disclosure and corporate governance

requirements responding to requests of government regulators and defending the class action and stockholder derivative lawsuits

filed against us At the same time we have significant and continuing fixed costs relating to the maintenance of our assets and

business including our substantial debt service requirements which we may not be able to reduce adequately to sustain our

profitability if our revenue decreases Our profitability also may be impacted by non-cash charges such as stock-based compensation

charges and potential impairment of goodwill which will negatively affect our reported financial results Even if we achieve our

profitability on an annual basis we may not be able to achieve profitability on quarterly basis You should not consider prior

revenue growth as indicative of our future performance In fact in future quarters we may not have
any revenue growth and our

revenue could decline We may continue to incur significant losses in the future for number of reasons including the other risks

described in this Form 10-K and we may encounter unforeseen expenses difficulties complications delays and other unknown

events Our failure to achieve and maintain our profitability could negatively impact the market price of our common stock

We may be unable to sustain positive cash flow

Our ability to continue to generate positive cash flow depends on our ability to generate collections from sales in excess of our

cash expenditures Our collections from sales can be negatively affected by many factors including but not limited to

our inability to convince new customers to use our services or existing customers to renew their contracts or use

additional services

the lengthening of our sales cycle

changes in our customer mix

decision by any of our existing customers to cease or reduce using our services

failure of customers to pay our invoices on timely basis or at all

failure in the performance of our solutions or our internal controls that adversely affects our reputation or results in

loss of business

the loss of market share to existing or new competitors

regional or global economic conditions affecting perceived need for or value of our services or

our inability to develop new products or expand our offerings on timely basis and thus our potentially not meeting

evolving market needs

We anticipate that we will incur increased sales and marketing and general and administrative expenses as we continue to diversifi

our business into new industries and geographic markets Our business will also require significant amounts of working capital

to support our growth In addition we face significant expenditures in connection with our public company disclosure Sarbanes

Oxley and other corporate governance requirements pending class action and stockholder derivative lawsuits and SEC

investigation involving us We may not achieve collections from sales to offset these anticipated expenditures sufficient to maintain

positive future cash flow In addition we may encounter unforeseen expenses difficulties complications delays and other unknown

events that cause our costs to exceed our expectations An inability to generate positive cash flow may decrease our long-term

viability

Our business may not generate sufficient cash flow from operations or future borrowings under our credit facility or from

other sources may not be available to us in amounts sufficient to enable us to repay our indebtedness or to fund our other

liquidity needs including capital expenditure requirements

We cannot guarantee that we will be able to generate or obtain enough capital to service our debt and fund our planned capital

expenditures and business plan We may be more vulnerable to adverse economic conditions than less leveraged competitors and

thus less able to withstand competitive pressures Any of these events could reduce our ability to generate cash available for

investment or debt repayment or to make improvements or respond to events that would enhance profitability If we are unable to

service or repay our debt when it becomes due our lenders could seek to accelerate payment of all unpaid principal and foreclose
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on our assets and we may have to take actions such as selling assets seeking additional equity investments or reducing or delaying

capital expenditures strategic acquisitions investments and alliances Additionally we may not be able to effect such actions if

necessary on commercially reasonable terms or at all Any such event would have material adverse effect on our business

results of operations and financial condition

Our operating results are likely tofluctuatefrom quarter to quarter which may have an impact on our stock price

Our operating results have varied significantly from quarter to quarter and may vary significantly from quarter to quarter in the

future As result we may not be able to accurately forecast our revenues or operating results Our operating results may fall

below market analysts expectations in some future quarters which could lead to downturns in the market price of our common
stock Quarterly fluctuations may result from factors such as

changes in the markets that we serve

changes in demand for our services

rate of penetration within our existing customer base

loss of customers or business from one or more customers including from consolidations and acquisitions of

customers

increased competition

changes in the mix of customer types

changes in our standard service contracts that may affect when we recognize revenue
loss of key personnel

interruption in our service resulting in loss of revenue

changes in our pricing policies or the pricing policies of our competitors

write-offs affecting any of our material assets

changes in our operating expenses

customer credits issued in excess of established reserves

software bugs or other service quality problems

concerns relating to the security of our systems and

general economic conditions

We believe that our quarterly operating results may vary significantly in the future that period-to-period comparisons of results

of operations may not necessarily be meaningful and as result such comparisons should not be relied upon as indications of

future performance

We have substantial amount of debt that
exposes us to risks that could adversely affect our business operating results and

financial condition

We had total indebtedness of $75.7 million outstanding as of December 31 2012 pursuant to our First Lien Credit Agreement
entered into on June 15 2007 as amended or the First Lien Credit Facility which is secured by liens on substantially all of our

assets The level and nature of our indebtedness could among other things

make it difficult for us to obtain any necessary financing in the future

limit our flexibility in planning for or reacting to changes in our business

reduce funds available for use in our operations and corporate development initiatives

impair our ability to incur additional debt because of financial and other restrictive covenants or the liens on our assets

that secure our current debt

hinder our ability to raise equity capital because in the event of liquidation of our business debt holders receive

priority before equity holders

make us more vulnerable in the event of downturn in our business and

place us at possible competitive disadvantage relative to less leveraged competitors and competitors that have better

access to capital resources

In addition we may incur significantly more debt in the future which will increase each of the risks described above related to

our indebtedness As of December 31 2012 we had $12.9 million available to us for additional borrowing under $15.0 million

revolving credit facility If we increase our indebtedness by borrowing under our credit facility or incur other new indebtedness

each of the risks described above would increase
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Failure to maintain the security and integrity of our systems software and solutions could seriously damage our reputation

and affect our ability to retain customers and attract new business

Maintaining the security and integrity of our systems software and solutions is an issue of critical importance for us and for our

customers and users who use our systems to store and exchange large volumes of proprietary and confidential information There

appears to be an increasing number of individuals governments groups and computer hackers developing and deploying

variety of destructive software programs such as viruses worms and other malicious software that could attack our computer

systems or solutions or attempt to infiltrate our systems We make significant efforts to maintain the security and integrity of our

systems solutions and source code Despite significant efforts to create security barriers it is virtually impossible for us to mitigate

this risk entirely because techniques used to obtain unauthorized access or sabotage systems change frequently and generally are

not recognized until launched against target Like all software solutions our software is vulnerable to these types of attacks An

attack of this type could disrupt the proper functioning of our software solutions cause errors in the output of our customers work

allow unauthorized access to sensitive proprietary or confidential information of ours or our customers and other destructive

outcomes If an actual or perceived breach of our security were to occur our reputation could suffer customers could stop buying

our solutions we could face lawsuits and potential liability and our financial performance could be negatively impacted

There is also danger of industrial espionage cyber-attacks misuse or theft of information or assets including source code or

damage to assets by people who have gained unauthorized access to our facilities systems or information which could lead to

the disclosure of portions of our source code or other confidential information improper usage and distribution of our solutions

without compensation illegal usage
of our solutions the putting in jeopardy ofthe security of information stored in and transmitted

through our computer systems manipulation and destruction of data defects in our software and downtime issues Although we

actively employ measures to combat unlicensed copying access and use of our software and intellectual property through variety

of techniques preventing unauthorized use or infringement of our rights is inherently difficult The occurrence of an event of this

nature could adversely affect our financial results or could result in significant claims against us for damages Further participating

in either lawsuit to protect against unauthorized access to usage of or disclosure of any
of our solutions or any portion of our

source code or the prosecution of an individual in connection with cybersecurity breach could be costly and time-consuming

and could divert managements attention and adversely affect the markets perception of us and our solutions

number of core processes such as software development sales and marketing customer service and financial transactions rely

on our IT infrastructure and applications
Malicious software sabotage and other cybersecurity breaches of the types described

above could cause an outage of our infrastructure which could lead to substantial denial of service and ultimately downtimes

recovery costs and customer claims This could have significant negative impact on our business financial position profit or

cash flows

We rely upon our customers and users of our solutions to perform important activities relating to the security of the data maintained

on our Intralinks Platform such as assignment of user access rights and administration of document access controls Because we

do not control the access provided by our customers to third-parties with respect to the data on our systems we cannot ensure the

complete integrity or security of this data Errors or wrongdoing by users resulting in security breaches could be attributed to us

Because many of our engagements involve business-critical projects for financial institutions and their customers and for other

types of customers where confidentiality is of paramount importance failure or inability to meet our customers expectations

with respect to security and confidentiality could seriously damage our reputation and affect our ability to retain customers and

attract new business

The security and integrity of our systems could also be jeopardized by breach of our internal controls and policies by our

employees consultants or subcontractors having access to our systems If our systems fail or are breached as result of third-

party attack or an error violation of internal controls or policies or breach of contract by an employee consultant or subcontractor

that results in the unauthorized disclosure of proprietary or confidential information or customer data we could lose business

suffer irreparable damage to our reputation and incur significant costs and expenses relating to the investigation and possible

litigation of claims relating to such event We could be liable for damages penalties for violation of applicable laws or regulations

and costs for remediation and efforts to prevent future occurrences any of which liabilities could be significant There can be no

assurance that the limitations of liability in our contracts would be enforceable or adequate or would otherwise protect us from

liabilities or damages with respect to any particular claim We also cannot assure that our existing general liability insurance

coverage and coverage for errors and omissions will continue to be available on acceptable terms or will be available in sufficient

amounts to cover one or more large claims or that the insurer will not deny coverage as to any future claim The successful assertion

of one or more large claims against us that exceeds our available insurance coverage or the occurrence of changes in our insurance

policies including premium increases or the imposition of large deductible or co-insurance requirements could have material

adverse effect on our business financial condition and results of operations Furthermore litigation regardless of its outcome

could result in substantial cost to us and divert managements attention from our operations Any significant claim or litigation

against us could have material adverse effect on our business financial condition and results of operations
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We have implemented number of measures designed to ensure the security of our information IT resources and other assets

Nonetheless unauthorized users could gain access to our systems through cyber-attacks and steal use without authorization

and sabotage our intellectual property and confidential data Any breach of our IT security misuse or theft could lead to loss of

production recovery costs or litigation brought by customers or business partners cash flows and reputation

Our ability to provide our services may be adversely impacted by disruptions to our hardware and software systems

Our services are highly dependent on our computer and telecommunications equipment and software systems Disruptions in our

service and related software systems could be the result of errors or acts by our vendors customers users or other third parties
or electronic or physical attacks by persons seeking to disrupt our operations Any damage to or failure or capacity limitations

of our systems and our related network could result in interruptions in our service that could cause us to lose revenue or issue

credits or refunds or could cause our customers to terminate their subscriptions in each case adversely affecting our renewal rates

Our business and reputation will be adversely affected if our customers and potential customers believe our service is unreliable

Our business depends substantially on customers renewing and expanding their subscriptions for our services Any decline in

our customer renewals and expansions would harm our future operating results

We enter into subscription agreements with certain of our customers that are generally one year in length As result maintaining

the renewal rate of our subscription agreements is critical to our future success Contracts with annual commitment terms typically

contain an automatic renewal clause however our customer agreements typically include provision permitting the customer to

provide notification of non-renewal within 30 to 90 days prior to the end of the contract term Repeat customers who do not have

automatic renewal terms typically negotiate renewal terms at or prior to each annual termination date Our customers have no

obligation to renew their subscriptions for our services after the expiration of the initial term of their agreements and some of our

customers have elected not to do so We cannot assure you that any of our customer agreements will be renewed The loss of any

customers that individually or collectively account for significant amount of our revenues would have material adverse effect

on our results of operations or financial condition

Our renewal rates may decline due to variety of factors including

the price performance and functionality of our solutions

the availability price performance and functionality of competing products and services

our ability to demonstrate to new customers the value of our solutions within the initial term

the relative ease and low cost of moving to competing product or service

consolidation in our customer base

the effects of economic downturns including the current global economic recession and global economic conditions

reductions in our customers spending levels or

our customers ceasing to use or anticipating declining need for our services in their operations

renewal rates are lower than anticipated or decline for any reason or if customers renew on terms less favorable to us our

revenue may decrease and our profitability and gross margin may be harmed which would have material adverse effect on our

business results of operations and financial condition

We derive substantial portion of our revenue from contracts that provide for the use of our solutions for afixed duration

Our inability to enter into new contracts as existing ones expire could negatively impact our overailfinancial performance

Many of our contracts with customers are entered into in connection with discrete one-time financial and strategic business

transactions and projects such as MA transactions During the fiscal
years ended December 31 2010 2011 and 2012 revenues

generated from transactional contracts constituted substantial portion of our total revenues These transactional agreements

typically have initial terms of six to twelve months depending on the purpose ofthe Intralinks Exchange Accordingly our business

depends on our ability to replace these transactional agreements as they expire Our inability to enter into new contracts with

existing customers or find new customers to replace these contracts could have material adverse effect on our business results

of operations and financial condition

signfi cant part of our business is derived from the use of our solutions in connection with financial and strategic business

transactions If the volume of these transactions does not increase demand for our services may not grow and could decline

significant portion of our revenue depends on the purchase of our services by parties involved in financial and strategic business

transactions such as mergers and acquisitions or MA loan syndications and other debt capital markets or DCMtransactions
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During the fiscal years ended December 31 2010 2011 and 2012 revenues generated from the MA and DCM principal markets

constituted approximately 55% 55% and 56% respectively of our total revenues If the volume of these types of transactions

does not increase demand for our services may not grow and could decline The credit crisis deterioration of global economies

rising unemployment and reduced equity valuations all create risks that could harm our business We are not able to predict the

impact any potential worsening of macroeconomic conditions could have on our results of operations The level of activity in the

financial services industry including the financial transactions our services are used to support is sensitive to many factors beyond

our control including interest rates regulatory policies general economic conditions our customers competitive environments

business trends terrorism and political change Unfavorable conditions or changes in any of these factors could adversely affect

our business operating results and financial condition

We face shareholder lawsuits and other potential liabilities that could materially adversely impact our business financial

condition and results of operations

We have been are currently and may in the future be the subject of various lawsuits proceedings and investigations In December

2011 we and certain of our current and former officers and directors were named as defendants in class action and stockholder

derivative lawsuits In addition in August 2011 we received subpoena from the SEC requesting certain documents related to

our business from January 2011 through August 2011 See Item 3-Legal Proceedings for more information about these

matters Given the stage
of these lawsuits and the nature of the SEC investigation we are unable to assess or quantify with any

certainty their outcome timing or potential costs In defending and ultimately resolving these matters we may be required to pay

substantial amounts divert managements attention from the operation of our business or change our business practices any
of

which could materially adversely affect our business financial condition results of operations liquidity and consequently the

trading price of our common stock

The outcome and amount of resources needed to defend or resolve lawsuits or regulatory actions and respond to regulatory

requests is unpredictable and may remain unknown for long periods of time The SEC may choose to expand the scope of its

investigation or initiate an enforcement action to bring charges against us In addition the plaintiffs and the SEC if an enforcement

action is initiated may seek recovery of very large damage awards substantial fines or significant restrictions on our business

Our exposure under these matters will also include our indemnification obligations to the extent we have any to current and

former officers and directors against losses incurred in connection these matters including reimbursement of legal fees Although

we maintain insurance for claims of this nature our insurance coverage does not apply in all circumstances and may be denied or

insufficient to cover the costs related to the class action and stockholder derivative lawsuits and SEC investigation In addition

these matters or future lawsuits or investigations involving us may increase our insurance premiums deductibles or co-insurance

requirements or otherwise make it more difficult for us to maintain or obtain adequate insurance coverage on acceptable terms if

at all Moreover adverse publicity associated with regulatory actions and investigations and negative developments in pending

legal proceedings could decrease customer demand for our services As result the pending lawsuits and SEC investigation and

any future lawsuits or investigations involving us or our officers or directors could have material adverse effect on our business

reputation financial condition results of operations liquidity and the trading price of our common stock

Changes in laws regulations or governmental policy applicable to our customers or potential customers may decrease the

demand for our solutions or increase our costs

The level of our customers and potential customers activity in the business processes our services are used to support is sensitive

to many factors beyond our control including governmental regulation and regulatory policies Many of our customers and potential

customers in the life sciences energy utilities insurance financial and other industries are subject to substantial regulation and

may be the subject of further regulation in the future Accordingly significant new laws or regulations or changes in or repeals

of existing laws regulations or governmental policy may change the way these customers do business and could cause the demand

for and sales of our solutions to decrease For example many products developed by our customers in the life sciences industry

require approval of the U.S Food and Drug Administration or FDA and other similar foreign regulatory agencies before they

can market their products The processes for filing and obtaining FDA approval to market these products are guided by specific

protocols that our services help support such as U.S 21 CFR Part 11 which provides the criteria for acceptance by the FDA of

electronic records If new government regulations from future legislation or administrative action or from changes in FDA or

foreign regulatory policies occur in the future the services we currently provide may no longer support these life science processes

and protocols and we may lose customers in the life sciences industry Any change in the scope of applicable regulations that

either decreases the volume of transactions that our customers or potential customers enter into or otherwise negatively impacts

their use of our solutions would have material adverse effect on our revenues or gross margins Moreover complying with

increased or changed regulations could cause our operating expenses to increase as we may have to reconfigure our existing

services or develop new services to adapt to new regulatory rules and policies either of which will require additional expense and

time Additionally the information provided by or residing in the software or services we provide to our customers could be

deemed relevant to regulatory investigation or other governmental or private legal proceeding involving our customers which
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could result in requests for information from us that could be expensive and time consuming for us to address or harm our reputation
since our customers rely on us to protect the confidentiality of their information These types of changes could adversely affect

our business results of operations and financial condition

If we are unable to increase our penetration in our existing principal markets develop market and sell new solutions and

expand into additional markets we will be unable to grow our business and increase our revenue

We currently market our solutions for wide range of business processes These include clinical trial management safety

information exchange and drug development and licensing for the life sciences industry private equity fundraising and investor

reporting energy exploration and production ventures for the oil and gas industry loan syndication and other debt capital markets

transactions due diligence for mergers and acquisitions public offerings and other strategic transactions contract and vendor

management and board reporting We intend to continue to focus our sales and marketing efforts in these markets to grow our

business In addition we believe our future growth depends not only on increasing our penetration into the principal markets in

which our services are currently used but also on identiiing and expanding the number of industries communities and markets

that use or could use our services and expanding the solutions we offer to customers in those markets Efforts to expand our service

offerings beyond the markets that we currently serve or to develop market and sell new product offerings however may divert

management resources from existing operations expose us to increased competition from new and existing competitors and require

us to commit significant financial resources to an unproven business either of which could significantly impair our operating
results Moreover efforts to expand beyond our existing markets and solutions may never result in new services that achieve

market acceptance create additional revenue or become profitable Our inability to further penetrate our existing markets

successfully launch new solutions or identify additional markets and achieve acceptance of our services in these additional markets

could adversely affect our business results of operations and financial condition

If we are unable to maintain or expand our direct sales capabilities we may not be able to generate anticipated revenues

We rely primarily on our direct sales force to sell our services Our services and solutions require sophisticated sales effort

targeted at the senior management of our prospective customers We must expand our sales efforts to generate increased revenue

from new customers Failure to hire or retain qualified sales personnel will preclude us from expanding our business and generating

anticipated revenue Competition for talented sales personnel is intense and there can be no assurance that we will be able to

retain our existing sales personnel or attract assimilate or retain enough highly qualified sales personnel Many of the companies

with which we compete for experienced personnel have greater resources than we have If any of our sales representatives or sales

management personnel were to leave us and join one of our competitors we may be unable to prevent those sales representatives

from helping our competitors solicit business from our existing customers which could adversely affect our revenue In addition

in making employment decisions particularly in the software industry job candidates often consider the value of the stock options

they are to receive in connection with their employment We have experienced and may continue to experience substantial decline

in the trading price of our stock Accordingly if the price of our stock is subject to lengthy period of continued decline or

significant volatility our ability to attract or retain key employees could be materially impaired In the past our sales force has

experienced high turnover rates New hires require training and take time to achieve full productivity If we experience high

turnover in our sales force in the future we cannot be certain that new hires will become as productive as necessary to maintain

or increase our revenue

Our performance depends on customer referralsfromflnan ci institutions and other users of our services

We depend on end-users of our solutions to generate customer referrals for our services We depend in part on the financial

institutions legal providers and other third parties who use our services to recommend them to larger customer base than we
can reach through our direct sales and internal marketing efforts For instance significant portion of our revenues from the MA
sector business is derived from referrals by investment banks financial advisors and law firms that have relied on our services in

connection with prior transactions These referrals are an important source of new customers for our services and generally are

made without expectation of compensation We intend to continue to focus our marketing efforts on these referral partners in order

to expand our reach and improve the efficiency of our sales efforts The willingness of these users to provide referrals depends on

number offactors including the performance ease of use reliability reputation and cost-effectiveness ofour services as compared

to those offered by our competitors We may not be able to maintain strong relationships with these financial institutions or

professional advisors The loss of
any

of our significant referral sources or decline in the number of referrals we receive could

require us to devote substantially more resources to the sales and marketing of our services which would increase our costs

potentially lead to decline in our revenue slow our growth and have material adverse effect on our business results ofoperations

and financial condition In addition the revenue we generate from our referral relationships may vary from period to period
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We may lose sales opportunities we do not successfully develop and maintain strategic relationships to sell and deliver our

solutions

In addition to generating customer referrals through third-party users of our solutions we intend to pursue relationships with other

third parties such as technology and content providers and implementation partners Identifring partners and negotiating and

documenting relationships with them require significant time and resources as does integrating third-party content and technology

Some of the third parties with whom we have strategic relationships have entered and may continue to enter into strategic

relationships with our competitors Further these third parties may have multiple strategic relationships and may not regard us as

significant for their businesses As result they may terminate their respective relationships with us pursue other partnerships or

relationships or attempt to develop or acquire services or solutions that compete with ours Our strategic partners
also may interfere

with our ability to enter into other desirable strategic relationships If we are unsuccessful in establishing or maintaining our

relationships with these third parties on favorable economic terms our ability to compete in the marketplace or to grow our revenue

could be impaired and our business results of operations and financial condition would suffer Even if we are successful we

cannot assure you that these relationships will result in increased revenue or customer usage of our solutions or that the economic

terms of these relationships will not adversely affect our margins

Consolidation in the commercial and investment banking industries and other industries we serve could adversely impact our

business by eliminating number of our existing and potential customers

There has been and continues to be merger acquisition and consolidation activity among our customers Mergers or consolidations

of banks and financial institutions in particular have reduced and may continue to reduce the number of our customers and

potential customers for our solutions resulting in smaller market for our services which could have material adverse impact

on our business and results of operations In addition it is possible that the larger institutions that result from mergers or

consolidations could perform themselves some or all of the services that we currently provide or could provide in the future

merger of two of our existing customers may also result in the merged entity deciding not to use our service or to purchase fewer

of our services than the companies did separately or may result in the merged entity seeking pricing advantages or discounts using

the leverage of its increased size If that were to occur it could adversely impact our revenue which in turn would adversely affect

our business results of operations and financial condition

If we do not maintain the compatibility of our services with third-party applications that our customers use in their business

processes demand for our services could decline

Our solutions can be used alongside wide range of other systems such as email and enterprise software systems used by our

customers in their businesses If we do not support the continued integration of our services with third-party applications including

through the provision of application programming interfaces that enable data to be transferred readily between our services and

third-party applications demand for our services could decline and we could lose sales We will also be required to make our

services compatible with new or additional third-party applications that are introduced to the markets that we serve We may not

be successful in making our services compatible with these third-party applications which could reduce demand for our services

In addition prospective customers especially large enterprise customers may require heavily customized features and functions

unique to their business processes
If prospective customers require customized features or functions that we do not offer and that

would be difficult for them to develop and integrate within our services then the market for our services will be adversely affected
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We operate in highly competitive markets which could make it more dWicult for us to acquire and retain customers

The market for online collaborative content workspaces is intensely competitive and rapidly changing with relatively low barriers

to entry We expect competition to increase from existing competitors as well as new and emerging market entrants In addition

as we expand our service offerings we may face competition from new and existing competitors We compete primarily on product

functionality service levels security and compliance characteristics price and reputation Our competitors include companies

that provide online products that serve as document repositories or virtual data rooms together with other products or services that

may result in those companies effectively selling these services at lower prices and creating downward pricing pressure for us

Some of our competitors may have significantly greater financial resources than we do and they may be able to devote greater

resources to the development and improvement of their services than we can As result our competitors may be quicker at

implementing technological changes and responding to customers changing needs In addition if our competitors consolidate or

our smaller competitors are acquired by other larger competitors they may be able to provide services comparable to ours at

lower price due to their size Our competitors may also develop services or products that are superior to ours and their products

or services may gain greater market acceptance than our services Furthermore our customers or their advisors including investment

banks and law firms may acquire or develop their own technologies such as client extranets that could decrease the need for our

services The arrival of new market entrants or the use of these internal technologies could reduce the demand for our services or

cause us to reduce our pricing resulting in loss of revenue and adversely affecting our business results of operations and financial

condition

The average sales price of our solutions may decrease which may reduce our profitability

The average sales price for our solutions may decline for variety of reasons including competitive pricing pressures discounts

we offer change in the mix ofour solutions anticipation ofthe introduction ofnew solutions or promotional programs Competition

continues to increase in the market for online collaborative content workspaces and we expect competition to further increase in

the future thereby leading to increased pricing pressures We cannot assure you that we will be successful maintaining our prices

at levels that will allow us to maintain profitability Failure to maintain our prices could have an adverse effect on our business

results of operations and financial condition

If wefail to adapt our services to changes in technology or the marketplace we could lose existing customers andfail to attract

new business

Our customers and users regularly adopt new technologies and industry standards continue to evolve The introduction of products

or services and the emergence of new industry standards can render our existing services obsolete and unmarketable in short

periods of time We expect others to continue to develop introduce new and enhance existing products and services which will

compete with our services Our future success will depend in part on our ability to enhance our current services and to develop

and introduce new services that keep pace with technological developments emerging industry standards and the needs of our

customers We cannot assure you that we will be successful in cost effectively developing marketing and selling new services or

service enhancements that meet these changing demands that we will not experience difficulties that could delay or prevent the

successful development introduction and marketing of these services or that our new service and service enhancements will

adequately meet the demands of the marketplace and achieve market acceptance

Our customers may adopt technologies that decrease the demandfor our services which couldreduce our revenue and adversely

affect our business

We target large institutions such as commercial banks investment banks and life sciences companies for many of our services and

we depend on their continued need for our services However over time our customers or their advisors such as law firms may

acquire adopt or develop their own technologies such as client extranets that decrease the need for our solutions The use of

these internal technologies could reduce the demand for our services result in pricing pressures or cause reduction in our revenue

If we fail to manage these challenges adequately our business results of operations and financial condition could be adversely

affected
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Government regulation of the Internet and e-commerce and of the international exchange of certain information Lc subject to

possible unfavorable changes and ourfailure to comply with applicable regulations could harm our business and operating

results

As Internet commerce continues to evolve increasing regulation by federal state or foreign governments becomes more likely

For example we believe increased regulation is likely in the area of data privacy Further laws and regulations applying to the

solicitation collection processing or use of personal or consumer information could affect our customers ability to use and share

data potentially reducing demand for our products and services In addition taxation of products and services provided over the

Internet or other charges imposed by government agencies or by private organizations for accessing the Internet may also be

imposed Any regulation imposing greater fees for Internet use or restricting the exchange of information over the Internet could

result in reduced growth or decline in the use of the Internet and could diminish the viability of our Internet-based services

which could harm our business and operating results

Interruptions or delays in our service due to problems with our third-party web hosting facilities or other third-party service

providers could adversely affect our business

We rely on SunGard Availability Services LP for the maintenance of the equipment running our solutions and software at

geographically dispersed hosting facilities Our agreement with SunGard Availability Services LP or SunGard expires on

December 31 2015 If we are unable to renew extend or replace this contract we may be unable to arrange for replacement

services at similar cost and in timely manner which could cause an interruption in our service We do not control the operation

of these SunGard facilities each of which may be subject to damage or interruption from earthquakes floods fires power loss

telecommunications failures or similar events These facilities may also be subject to break-ins sabotage intentional acts of

vandalism or similar misconduct Despite precautions taken at these facilities the occurrence of natural disaster cessation of

operations by our third-party web hosting provider or SunGards decision to close facility without adequate notice or other

unanticipated problems at any facility could result in lengthy interruptions in our service In addition the failure by these facilities

to provide our required data communications capacity could result in interruptions in our service

Our loan agreement contains operating and financial covenants that may restrict our business and financing activities

As of December 31 2012 we had approximately $75.7 million of debt outstanding under our First Lien Credit Facility which

has maturity date of June 15 2014 These borrowings are secured by substantially all of our assets including our intellectual

property Our loan agreement restricts among other things our ability to

incur additional indebtedness other than in the normal course of business

create liens

make capital expenditures investments and acquisitions

sell assets

pay dividends or make distributions on and in certain cases repurchase our stock or

consolidate or merge with other entities

In addition our loan agreement has change in control provision that provides that upon the occurrence of change in control

all credit facility commitments shall terminate and all loans shall become due and payable Furthermore our loan agreement

requires us to meet specified minimum financial measurements The operating and financial restrictions and covenants in our loan

agreement as well as any future financing agreements that we may enter into may restrict our ability to finance our operations

engage in business activities or expand or fully pursue our business strategies Our ability to comply with these covenants may

be affected by events beyond our control and we may not be able to meet those covenants breach of any of these covenants

could result in default under our loan agreement which could cause all of the outstanding indebtedness under our loan agreement

to become immediately due and payable and terminate all commitments to extend further credit

We might require additional capital to support business growth and this capital might not be available

We intend to continue to make investments to support our business growth and may require additional funds to respond to business

challenges including the need to develop new services or enhance our existing services enhance our operating infrastructure and

acquire complementary businesses and technologies Accordingly we may need to engage in equity or debt financings to secure

additional funds If we raise additional funds through further issuances of equity or convertible debt securities our existing

stockholders could suffer significant dilution and any new equity securities we issue could have rights preferences and privileges

superior to those of holders of our common stock Any debt financing secured by us in the future could involve restrictive covenants

relating to our capital raising activities and other financial and operational matters which may make it more difficult for us to

obtain additional capital and to pursue business opportunities including potential acquisitions In addition we may not be able to
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obtain additional financing on terms favorable to us if at all If we are unable to obtain adequate financing or financing on terms

satisfactory to us when we require it our ability to continue to support our business growth and to respond to business challenges

could be significantly limited

Further downgrades in our credit ratings may increase our borrowing costs limit our ability to raise capital cause our stock

price to decline or reduce analyst coverage any of which could have material adverse impact on our business

On May 16 2012 Standard Poors Rating Services placed all of our credit ratings including our BB- corporate credit rating

on CreditWatch with negative implications Subsequently on August 17 2012 the Standard Poors Rating Services lowered our

corporate credit rating from BB- to with stable outlook further downgrade in our credit rating could adversely impact

the interest rates on our First Lien Credit Facility which provides that at any time our corporate credit rating is at least stable
from Moodys and at least stable from Standard Poors our Eurodollar rate margin will be 4.25% If our credit rating were

to further decline our Eurodollar rate margin would increase to 4.50%

Since investors analysts and financial institutions often rely on credit ratings to assess companys creditworthiness and risk

profile make investment decisions and establish threshold requirements for investment guidelines our ability to raise capital

stock price and analyst coverage could be negatively impacted by further downgrade to our credit rating

Our growth may strain our management information systems and resources

Our growth has placed and may continue to place significant strain on our managerial administrative operational financial

and other resources We intend to expand our overall business customer base headcount and operations both domestically and

internationally Growing global organization and managing geographically dispersed workforce will require substantial

management effort and significant additional investment in our infrastructure We will be required to continue to improve our

information technology infrastructure reporting systems and procedures and operational and financial controls as well as manage

expanded operations in geographically distributed locations Our expected additional growth will increase our costs which will

make it more difficult for us to offset any future revenue shortfalls by offsetting expense reductions in the short term If we fail

to manage our growth successfully we will be unable to execute our business plan successfully which could have negative

impact on our business financial condition and results of operations

Expansion of our business internationally will subject us to additional economic and operational risks that could increase our

costs and make it dfficultfor us to operate profitably

One of our key growth strategies is to pursue international expansion International revenue accounted for approximately 35%
40% and 39% of our revenue in 2010 2011 and 2012 respectively The continued expansion of our international operations may
require significant expenditure of financial and management resources and may result in increased administrative and compliance

costs In addition international expansion will increasingly subject us to the risks inherent in conducting business internationally

including

anti-corruption laws such as the Foreign Corrupt Practices Act the UK Bribery Act and other local laws prohibiting

corrupt payments to governmental officials and antitrust and competition regulations among others

localization of our services including translation into foreign languages and adaptation for local practices and

regulatory requirements

difficulty in enforcing contractual provisions in local jurisdictions

longer accounts receivable payment cycles and increased difficulty in collecting accounts receivable

the effect of applicable foreign tax structures including tax rates that may be higher than tax rates in the United States

or taxes that may be duplicative of those imposed in the United States

tariffs and trade barriers

difficulties in managing and staffing international operations

general economic and political conditions in each country

inadequate intellectual property protection in foreign countries

increased insurance and employee costs associated with operating in foreign jurisdictions

dependence on certain third parties including channel partners with whom we may not have extensive experience and

the difficulties in and increased
expenses resulting from complying with variety of foreign laws regulations and

trade standards including data protection and privacy laws and labor laws that may or may not be in conflict with U.S

law
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Fluctuations in the exchange rate offoreign currencies could result in currency transaction losses which could harm our

operating results and financial condition

We currently have foreign sales denominated in foreign currencies and may in the future have sales denominated in the currencies

of additional countries Any fluctuation in the exchange rate of these foreign currencies may positively or negatively affect our

business financial condition and operating results If there continues to be volatility in exchange rates for foreign currencies we

may continue to see fluctuations in our revenue and expenses which may impact our operating results

Because we recognize revenue for our services ratably over the term of our customer agreements downturns or upturns in the

value of signed contracts will not be fully and immediately reflected in our operating results

We offer our services primarily through fixed commitment contracts and recognize revenue ratably over the related service period

which typically ranges
from six to twelve months As result some portion of the revenue we report in each quarter is revenue

from contracts entered into during prior quarters Consequently decline in signed contracts in any quarter will not be fully and

immediately reflected in the revenue for that quarter but will instead negatively affect our revenue in future quarters In addition

we may be unable to adjust our cost structure to offset this reduced revenue Similarly revenue attributable to an increase in

contracts signed in particular quarter will not be fully and immediately recognized as revenue from new or renewed contracts

is recognized ratably over the applicable service period Because we incur sales commissions at the time of sale we may not

recognize revenues from some customers despite incurring considerable expense related to our sales processes Timing differences

of this nature could cause our margins and profitability to fluctuate significantly from quarter to quarter

Our offerings of new services or products may be subject to complex revenue recognition standards which could materially

affect our financial results

As we introduce new services or products revenue recognition could become increasingly complex and require additional analysis

andjudgment Additionally we may negotiate and revise terms and conditions ofour contracts with customers and channel partners

which may also cause us to revise our revenue recognition policies As our arrangements with customers evolve we may be

required to defer greater portion of revenue into future periods which could materially and adversely affect our financial results

The sales cycles for enterprise customers can be long and unpredictable and require considerable time and expense which

may cause our operating results to fluctuate

The timing of our revenue from sales to enterprise customers is difficult to predict These sales efforts require us to educate our

customers about the use and benefit ofour services including the technical capabilities and potential cost savings to an organization

Enterprise customers typically undertake significant evaluation process
that has in the past resulted in lengthy sales cycle

typically several months We spend substantial time effort and money on our enterprise sales efforts without any assurance that

our efforts will produce any sales If sales expected from specific customer for particular quarter are not realized in that quarter

or at all our results could fall short of public expectations and our business operating results and financial condition could be

adversely affected

If we are unable to maintain effective disclosure controls and procedures and internal control over financial reporting in the

future our ability to produce accurate and timely financial statements could be materially impaired which could harm our

operating results investors views of us and as result the value of our common stock

Upon registration of our shares of common stock with the SEC we became subject to rules and regulations that require us to

maintain the effectiveness of both disclosure controls and procedures and internal control over financial reporting Effective

disclosure controls and procedures and internal control over financial reporting are necessary for us to provide reliable financial

reports effectively prevent fraud and operate successfully as public company If we cannot provide reliable financial reports or

prevent fraud our reputation and operating results would be harmed In addition beginning with the Annual Report on Form 10-

for the year ended December 31 2011 we became subject to the requirement to perform an annual management assessment of

the effectiveness of our internal controls over financial reporting and obtain report from our independent registered public

accounting firm addressing the effectiveness of our internal controls over financial reporting We reported material weakness

in 2011 and could report material weakness in the future

We may not be able to maintain effective disclosure controls and procedures and internal control over financial reporting in the

future If we are not able to maintain adequate compliance with these requirements in future years we may be unable to report

our financial information on timely basis or our independent registered public accounting firm may be unable to express an

opinion on the effectiveness of our internal control over financial reporting which could result in SEC or other regulatory

investigations or proceedings violations ofNew York Stock Exchange listing rules and loss of investor confidence in the reliability
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of our financial statements and in turn materially adversely affect our business reputation financial position results of operations

and the market price of our common stock In addition we could be required to incur substantial accounting and auditing expense
and significant management time in complying with these requirements remediating any material weaknesses that may be identified

in the future or responding to any regulatory investigations or proceedings

We rely on third-party software and hardware to support our system and services and our business and reputation could suffer

ithese third-party services fail to perform properly

We rely on hardware purchased or leased and software licensed from third parties to offer our service This hardware and software

may not continue to be available on commercially reasonable terms or at all Any loss of the right to use any of this hardware or

software could result in delays in the provisioning of our services which could negatively affect our business until equivalent

technology is either developed by us or if available is identified obtained and integrated

Third-party software underlying our services can contain undetected errors or bugs We may be forced to delay commercial release

of our services until any discovered problems are corrected and in some cases may need to implement enhancements or

modifications to correct errors that we do not detect until after deployment of our services In addition problems with the third

party software underlying our services could result in

damage to our reputation

loss of or delayed revenue

loss of customers

warranty claims or litigation

loss of or delayed market acceptance of our services and

unexpected expenses and diversion of resources to remedy errors

Our use of open source software could negatively affect our ability to sell our services and subject us to possible litigation

portion of the technologies licensed by us incorporates open source software and we may incorporate open source software

in the future Open source software is generally licensed by its authors or other third parties under open source licenses If we fail

to comply with these licenses we may be subject to certain conditions including requirements that we offer any of our services

that incorporate the open source software for no cost that we make available source code for modifications or derivative works

we create based upon incorporating or using the open source software and that we license those modifications or alterations under

the terms of the particular open source license If an author or other third party that distributes those open source software were

to allege that we had not complied with the conditions of one or more of these licenses we could be required to incur significant

legal expenses defending against such allegations and could be subject to significant damages enjoined from the sale of those of

our services that contained the open source software and required to comply with the foregoing conditions which could disrupt

the distribution and sale of some of our services

If we are found to infringe on the proprietary rights of others we could be required to redesign our services pay significant

royalties or enter into license agreements with third parties This may significantly increase our costs or adversely affect our

results of operations and stock price

third-party may assert that our technology or services violates its intellectual property rights In particulai as the number of

products and services offered in our markets as well as the number of related patents issued in the United States and elsewhere

increase and the functionality of these products and services further overlap we believe that infringement claims may arise Any
claims regardless of their merit could

be expensive and time-consuming to defend

force us to stop providing services that incorporate the challenged intellectual property

require us to redesign our technology and services

divert managements attention and other company resources and

require us to enter into royalty or licensing agreements in order to obtain the right to use necessary technologies which

may not be available on terms acceptable to us if at all
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If we are unable to protect our proprietary technology and other rights the value of our business and our competitive position

may be impaired

If we are unable to protect our intellectual property our competitors could use our intellectual property to market products and

services similar to ours which could decrease demand for our services We rely on combination of copyright patent trademark

and trade secret laws as well as third-party nondisclosure agreements and other contractual provisions and technical measures to

protect our intellectual property rights These protections may not be adequate to prevent our competitors from copying or reverse-

engineering our technology and services to create similar offerings The scope
of patent protection if any we may obtain from

our patent applications is difficult to predict and our patents may be found invalid unenforceable or of insufficient scope to prevent

competitors from offering similar services Our competitors may independently develop technologies that are substantially

equivalent or superior to our technology To protect our trade secrets and other proprietary information we require employees

consultants advisors subcontractors and collaborators to enter into confidentiality agreements and maintain policies and procedures

to limit access to our trade secrets and proprietary information These agreements and the other actions we take may not provide

meaningful protection for our trade secrets know-how or other proprietary information from unauthorized use misappropriation

or disclosure Further existing copyright and patent laws may not provide adequate or meaningful protection in the event competitors

independently develop technology products or services similar to ours Even if the laws governing intellectual property rights

provide protection we may have insufficient resources to take the legal actions necessary to protect our interests In addition our

intellectual property rights and interests may not be afforded the same protection under the laws of foreign countries as they are

under the laws of the United States

Our success depends on our customerscontinued high-speed access to the Internet and the continued reliability ofthe Internet

infrastructure

Our future sales growth depends on our customers having high-speed access to the Internet as well as the continued maintenance

and development of the Internet infrastructure The future delivery of our services will depend on third-party Internet service

providers to expand high-speed Internet access maintain reliable network with the necessary speed data capacity and security

and develop complementary products and services including high-speed modems for providing reliable and timely Internet access

and services The success of our business depends directly on the continued accessibility maintenance and improvement of the

Internet as convenient means ofcustomer interaction as well as an efficient medium forthe delivery and distribution of information

among businesses and by businesses to their employees All of these factors are out of our control If for any reason the Internet

does not remain widespread communications medium and commercial platform the demand for our services would be

significantly reduced which would harm our business results of operations and financial condition

To the extent that the Internet continues to experience increased numbers of users frequency of use or bandwidth requirements

the Internet may become congested and be unable to support the demands placed on it and its performance or reliability may

decline Any future Internet outages or delays could adversely affect our ability to provide services to our customers which could

adversely affect our business

We may not successfully develop or introduce new services or enhancements to our Intralinks Platform or our service offerings

and as result we may lose existing customers orfail to attract new customers and our revenues may suffer

Our ability to attract new customers and increase revenue from existing customers will depend in large part on our ability to

enhance and improve our existing Intralinks Platform and our service offerings and to introduce new functionality either by

acquisition or internal development Our operating results would suffer if our innovations are not responsive to the needs of our

customers are not appropriately timed with market opportunity or are not effectively brought to market We have in the past

experienced delays in the planned release dates of new features and upgrades and have discovered defects in new services after

their introduction There can be no assurance that new services or upgrades will be released according to schedule or that when

released they will not contain defects Either of these situations could result in adverse publicity loss of revenues delay in market

acceptance or claims by customers brought against us all of which could have material adverse effect on our business results

of operations and financial condition Moreover upgrades and enhancements to our service offerings may require substantial

investment and we have no assurance that our investments will prove
successful If new innovations to our solutions do not become

widely adopted by customers we may not be able to justify the investments we have made If we are unable to develop license

or acquire new products or enhancements to existing services on timely and cost-effective basis or if our new products or

enhancements do not achieve market acceptance our business results of operations and financial condition will be materially

adversely affected

Ifwefail to develop our brand cost-effectively our business may suffer

We believe that developing and maintaining awareness of the Intralinks brand in cost-effective manner is critical to achieving
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widespread acceptance of our existing and future services and is an important element in attracting new customers Furthermore

we believe that the importance of brand recognition will increase as competition in our market develops Successful promotion

of our brand will depend largely on the effectiveness of our marketing efforts and our ability to provide reliable and useful services

at competitive prices Brand promotion and protection will also require protection and defense of our trademarks service marks

and trade dress which may not be adequate to protect our investment in our brand or prevent competitors use of similar brands

In the past our efforts to build our brand have involved significant expense Brand promotion activities may not yield increased

revenue and even if they do any increased revenue may not offset the expenses we incur in building our brand If we fail to

successfully promote and maintain our brand or incur substantial expenses in an unsuccessful attempt to promote and maintain

our brand we may fail to attract enough new customers or retain our existing customers to the extent necessary to realize sufficient

return on our brand-building efforts and our business could suffer

If we are unable to retain our key executives we may not be able to implement our business strategy

We rely on the expertise and experience of our senior management especially our President and Chief Executive Officer Ronald

Hovsepian as well as the other executive officers and key employees referenced in Item 10 of this Form 10-K Although we
have employment agreements with certain of our executive officers none of them or any of our other management personnel is

obligated to continue his or her employment with us We have no key-man insurance on any members of our management team

The loss of services of any key management personnel could make it more difficult to pursue our business goals successfully

Furthermore recruiting and retaining qualified management personnel are critical to our growth plans We may be unable to attract

and retain key personnel on acceptable terms given the competition among technology companies for experienced management

personnel

Our ability to use our net operating loss carryforwards and other tax attributes may be limited or disallowed by the Internal

Revenue Service

As of December 312012 we had net operating loss canyforwards of $59.3 million including $8.3 million ofwindfall tax benefits

attributable to equity compensation to offset future taxable income which expire in various years beginning in 2020 and continuing

through 2030 if not utilized If we were not to generate sufficient future taxable income this would adversely affect our ability

to utilize these net operating loss carryforwards In addition underthe Internal Revenue Code substantial changes in our ownership

could limit the amount of net operating loss carryforwards that can be utilized annually in the future to offset taxable income

Sections 382 and 383 ofthe Internal Revenue Code impose limitations on companys ability to use net operating loss carryforwards

and other tax attributes if company experiences more-than-50-percent ownership change over three-year period We believe

that as result of our initial and follow-on public offerings or as result of prior or future issuances of our capital stock it is

possible that such change in our ownership could be deemed to occur If such change in our ownership occurs our ability to

use our net operating loss carryforwards in any future periods may be limited on an annual basis

In addition due to an administrative omission from certain prior year tax filings related to losses generated by Intralinks Ltd our

U.K subsidiary we proactively sought reasonable cause relief in 2010 from the possible disallowance or restriction of these

net operating loss carryforwards from the Internal Revenue Service IRS As result the Company is currently undergoing an

audit by IRS of its U.S Federal income tax returns for the years ended December 31 2006 through 2009 As of the filing of this

document we have received Notices of Proposed Adjustments from the IRS disallowing $58.3 million of foreign branch losses

on the basis that they constitute dual consolidated losses in the U.S the IRS is asserting that the Company is not entitled to

reasonable cause relief for late election filings The Company disagrees with the IRS proposed adjustments and has commenced

an appeal In the event relief is not ultimately granted we would no longer have the ability to use significant portion of our net

operating loss carryforwards In the current year and in future years in which we have taxable income we would have to pay more

taxes than if we were able to fully utilize our net operating loss carryforwards This could adversely affect the market price of our

common stock

If we undertake business combinations and acquisitions they may be d/flcult to integrate disrupt our business dilute

stockholder value or divert managements attention

We may support our growth through acquisitions of complementary businesses services or technologies Future acquisitions

involve risks such as

challenges associated with integrating acquired technologies and operations of acquired companies

exposure to unforeseen liabilities

diversion of managerial resources from day-to-day operations

possible loss of key employees customers and suppliers

misjudgment with respect to the value return on investment or strategic fit of any acquired operations or assets
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higher than expected transaction costs and

additional dilution to our existing stockholders if we use our common stock as consideration for acquisitions

As result of these risks we may not be able to achieve the expected benefits of any acquisition If we are unsuccessful in

completing or integrating acquisitions we may be required to reevaluate our growth strategy

Future business combinations could involve the acquisition of significant intangible assets We may need to record write-downs

from future impairments of identified intangible assets and goodwill These accounting charges would reduce any future reported

earnings or increase reported loss In addition we could use substantial portions of our available cash to pay the purchase price

for acquisitions Subject to the provisions of our existing indebtedness it is possible that we could incur additional debt or issue

additional equity securities as consideration for these acquisitions which could cause our stockholders to suffer significant dilution

We incur increased costs and demands upon management as result of complying with the laws and regulations affecting

public companies which could harm our operating results

Since our initial public offering in August 2010 we have incurred and will continue to incur as public company significant

additional legal accounting and other costs to which we were not subject to as private company including expenses related to

our efforts in complying with Sarbanes-Oxley and other public company disclosure and corporate governance requirements

responding to requests of government regulators and defending the class action and stockholder derivative lawsuits filed against

us Our management and other personnel will continue to need to devote substantial amount oftime to these compliance initiatives

We expect that these rules regulations and proceedings may make it more difficult and more expensive for us to obtain director

and officer liability insurance and we may be required to accept reduced policy limits and coverage or incur substantially higher

costs to obtain the same or similar coverage previously available As result it may be more difficult for us to attract and retain

qualified individuals to serve on our board of directors or as our executive officers

We may be required to collect sales and use taxes on the services we sell this could subject us to liability forpast sales and

cause our future sales to decrease

We currently collect or plan to collect sales or use tax on our services in fourteen states Historically we have not charged or

collected value added tax on our services anywhere in the world We may lose sales or incur significant expenses
should tax

authorities in other jurisdictions where we do business be successful in imposing sales and use taxes value added taxes or

similar taxes on the services we provide successful assertion by one or more tax authorities that we should collect sales or

other taxes on the sale of our services could result in substantial tax liabilities for past sales including interest and penalty

charges and could discourage customers from purchasing our services and otherwise harm our business Further we may

conclude based on our own review that our services may be subject to sales and use taxes in other jurisdictions where we do

business Under these circumstances we may voluntarily disclose our estimated liability to the respective tax authorities and

initiate activities to collect taxes going forward

It is not clear that our services are subject to sales and use tax in certain jurisdictions States and certain municipalities in the

United States as well as countries outside the United States have different rules and regulations governing sales and use taxes

These rules and regulations are subject to varying interpretations that may change over time and in the future our services may

be subject to these taxes Although our customer contracts typically provide that our customers are responsible for the payment

of all taxes associated with the provision and use of our services customers may decline to pay back taxes and may refuse

responsibility for interest or penalties associated with those taxes In certain cases we may elect not to request customers to pay

back taxes If we are required to collect and pay
back taxes and associated interest and penalties and if our customers fail or

refuse to reimburse us for all or portion of these amounts or if we elect not to seek payment of these amounts we will incur

unplanned expenses that may be substantial Moreover imposition of such taxes on our services going forward will effectively

increase the cost of our services to our customers and may adversely affect our ability to retain existing customers or gain new

customers in jurisdictions in which such taxes are imposed Any of the foregoing could have material adverse effect on our

business results of operation or financial condition

Catastrophic events may disrupt our business

natural disaster telecommunications failure power outage cyber-attack war terrorist attack or other catastrophic event could

cause us to suffer system interruptions reputational harm delays in product development breaches of data security and loss of

critical data An event of this nature could also prevent us from fulfilling customer orders or maintaining certain service level

requirements particularly in respect of our SaaS and hosted offerings While we have developed certain disaster recovery plans

and maintain backup systems to reduce the potentially adverse effect of these types of events catastrophic event that results in

the destruction or disruption of any
of our data centers or our critical business or information technology systems could severely
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affect our ability to conduct normal business operations and as result our business operating results and financial condition

could be adversely affected Though we came through recent storms Sandy and Nemo without issue this is still risk investors

should be aware of

Risks Related to Our Common Stock

Our stock price mayfluctu ate sign jficant

The stock market particularly in recent years has experienced significant volatility particularly with respect to technology stocks

The volatility of technology stocks often does not relate to the operating performance of the companies themselves Factors that

could cause volatility in the market price of our common stock include

market conditions affecting our customers businesses including the level of activity in the mergers and acquisitions

and syndicated loan markets

the loss of any major customers or the acquisition of new customers for our services

announcements of new services or functions by us or our competitors

developments concerning intellectual property rights

comments by securities analysts including the publication of their estimates of our operating results

actual arid anticipated fluctuations in our quarterly operating results

rumors relating to us or our competitors

developments relating to lawsuits and investigations involving us
actions of stockholders including sales of shares by our directors and executive officers

additions or departures of key personnel and

developments concerning current or future strategic alliances or acquisitions

These and other factors may cause the market price and demand for our common stock to fluctuate substantially which may limit

or prevent investors from readily selling their shares of common stock and may otherwise negatively affect the liquidity of our

common stock In addition volatility in the market price of our stock could subject us to securities class action litigation We are

currently and may in the future be the subject of class action and stockholder derivative lawsuits that could require us to incur

substantial costs defending such lawsuits and divert the time and attention of our management

Our principal stockholders could exercise significant control over our company

As of December 31 2012 our two largest stockholders beneficially owned in the aggregate shares representing approximately

31.1% of our outstanding capital stock Although we are not aware of any voting arrangements in place among these stockholders

if these stockholders were to choose to act together as result of their stock ownership they would likely be able to influence

our management and affairs This concentration of ownership may have the effect of delaying or preventing change in control

of our company and might affect the market price of our common stock

Future sales of shares by existing stockholders could cause our stock price to decline

If our existing stockholders sell or indicate an intent to sell substantial amounts of our common stock in the public market the

trading price of our common stock could decline significantly As of December 31 2012 we had 55486651 shares of common
stock outstanding relatively small number of our shareholders own large blocks of shares We cannot predict the effect if any
that public sales of these shares will have on the market price of our common stock

In addition shares subject to outstanding options under our equity incentive plans and shares reserved for future issuance under

our equity incentive plans will become eligible for sale in the public market in the future subject to certain legal and contractual

limitations Moreover holders of approximately 17266846 shares of our common stock have the right to require us to register

these shares under the Securities Act of 1933 as amended pursuant to registration rights agreement If our existing stockholders

sell substantial amounts of our common stock in the public market or if the public perceives that these types of sales could occur

this could have an adverse impact on the market price of our common stock even if there is no relationship between these types

of sales and the performance of our business

Provisions of Delaware law our charter documents and our loan agreement could delay or prevent an acquisition of our

company even jf the acquisition would be beneficial to our stockholders and could make it more difficult for stockholders to

change management

Provisions of Delaware law our amended and restated certificate of incorporation and amended and restated by-laws and our loan
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agreement may discourage delay or prevent merger acquisition or other change in control that stockholders may consider

favorable including transactions in which stockholders might otherwise receive premium for their shares These provisions may

also prevent or delay attempts by stockholders to replace or remove our current management or members of our board of directors

These provisions include

classified board of directors

limitations on the removal of directors

advance notice requirements for stockholder proposals and nominations

the inability of stockholders to act by written consent or to call special meetings

the ability of our board of directors to make alter or repeal our amended and restated by-laws

the authority of our board of directors to issue preferred stock with such terms as our board of directors may

determine and

provisions in our loan agreement that may accelerate payment of our debt in change in control

The affirmative vote of the holders of at least 75% of our shares of capital stock entitled to vote and not less than 75% of the

outstanding shares of each class entitled to vote thereon as class is generally necessary to amend or repeal the above provisions

that are contained in our amended and restated certificate of incorporation Also absent approval of our board of directors our

amended and restated by-laws may only be amended or repealed by the affirmative vote of the holders of at least 75% of our shares

of capital stock entitled to vote

In addition we are subject to the provisions of Section 203 of the Delaware General Corporation Law which limits business

combination transactions with stockholders of 15% or more of our outstanding voting stock that our board of directors has not

approved These provisions and other similar provisions make it more difficult for stockholders or potential acquirers to acquire

us without negotiation These provisions may apply even if some stockholders may consider the transaction beneficial to them

As result these provisions could limit the price that investors are willing to pay in the future for shares of our common stock

These provisions might also discourage potential acquisition proposal or tender offer even if the acquisition proposal or tender

offer is at premium over the then current market price for our common stock

We have never paid dividends on our capital stock and we do not anticipate paying any dividends in the foreseeable future

Consequently any gains from an investment in our common stock will likely depend on whether the price of our common stock

increases

We have not paid dividends on any of our classes of capital stock to date and we currently intend to retain our future earnings if

any to fund the development and growth of our business In addition the terms of our outstanding indebtedness restrict our ability

to pay dividends and any future indebtedness that we may incur could preclude us from paying dividends As result capital

appreciation ifany ofour common stock will be your sole source of gain for the foreseeable future Consequently in the foreseeable

future you will likely only experience gain from your investment in our common stock ifthe price ofour common stock increases

If equity research analysts do not publish research or reports about our business or they issue unfavorable commentary or

downgrade our common stock the price of our common stock could decline

The trading market for our common stock relies in part on the research and reports that equity research analysts publish about us

and our business We do not control these analysts We have been and may in the future be the subject of unfavorable commentary

or termination of coverage by equity analysts The price of our common stock could decline as result of any such negative

commentary or termination of coverage

ITEM lB UNRESOLVED STAFF COMMENTS

None
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ITEM PROPERTIES

Our principal executive office located at 150 East 42nd Street New York New York occupies approximately 66832 square feet

This space is comprised of 43304 square feet that are subject to lease agreement that expires in July 2021 and 23528 square
feet that are subject to sublease agreement that expires in December 2013 In addition we have facility in Charlestown
Massachusetts that occupies 36557 square feet under lease that expires in December 2015

We also maintain
space in Amsterdam London Paris Chicago Sªo Paulo Frankfurt Sydney and San Francisco for our sales

and services activities We believe that our facilities are adequate for our current needs However we may obtain additional office

space to house additional services personnel in the near future and we may require other additional office space as our business

grows

ITEM LEGAL PROCEEDINGS

In the ordinary course of business we and our subsidiaries are subject to various claims charges disputes litigation and regulatory

inquiries and investigations These matters if resolved adversely against us may result in monetary damages fines and penalties

or require changes in our business practices We are not currently aware of any pending or threatened material claims charges

disputes litigation and regulatory inquiries and investigations except as follows

Securities Class Action On December 2011 we became aware of purported class action lawsuit filed in the U.S District Court

for the Southern District of New York or the SDNY or the Court against us and certain of our current and former executive

officers The complaint or the Wallace Complaint alleges that the defendants made false and misleading statements or omissions

in violation of the Securities Exchange Act of 1934 as amended The plaintiff seeks unspecified compensatory damages for the

purported class of purchasers of our common stock during the period from February 17 2011 through November 10 2011 or the

Allegation Period On December 27 2011 second purported class action complaint which makes substantially the same claims

as and is related to the Wallace Complaint was filed in the SDNY against us and certain of our current and former executive

officers seeking similar unspecified compensatory damages for the Allegation Period On April 2012 the Court consolidated

the actions and appointed Plumbers and Pipefitters National Pension Fund as lead plaintiff and also appointed lead counsel in the

consolidated action or the Consolidated Class Action On June 15 2012 the lead plaintiff filed an amended complaint that in

addition to the original allegations made in the Wallace Complaint alleges that we certain of its current and former officers and

directors and the underwriters in our April 2011 stock offering issued registration statement and prospectus in connection

with the offering that contained untrue statements of material fact or omitted material information required to be stated therein in

violation of the Securities Act of 1933 as amended The defendants filed their motions to dismiss the action on July 31 2012 and
in response to the lead plaintiffopposition to the defendants motions filed on September 172012 the defendants filed their replies

to plaintiffs opposition on October 10 2012 Defendants motions to dismiss have been fully briefed and are currently pending

before the Court We believe that these claims are without merit and intend to defend these lawsuits vigorously

Shareholder Derivative Actions On December 28 2011 shareholder derivative complaint was filed in the SDNY against us and

certain of our current and former directors The complaint or the Dixon Action alleges that the defendants breached their fiduciary

duties by causing us to issue materially false and misleading statements about our business prospects financial condition and

performance during the same Allegation Period alleged in the Wallace Complaint On April 16 2012 the Court approved the

parties stipulation agreeing to stay all proceedings in the Dixon Action including discovery until the Court renders decision on

the defendants anticipated motion to dismiss the Consolidated Class Action On April 16 2012 second shareholder derivative

complaint or the Horbal Action was filed in the Supreme Court of the State of New York in New York County against us and

certain of our current and former directors and officers The Horbal Action makes substantially the same claims as and is related

to the Dixon Action On April 24 2012 one of the director defendants removed the Horbal Action to the SDNY and on May
2012 it was assigned to the same judge as in the Dixon Action On May 22 2012 the plaintiff in the Horbal Action moved to

remand the case to state court On June 2012 defendant filed an opposition to remand and the plaintiff filed reply on June

15 2012 Plaintiffs motion to remand has been fully briefed and is pending before the Court We believe the claims in these

derivative actions are without merit and intend to defend these lawsuits vigorously

SEC Investigation On August 2011 ye received subpoena from the United States Securities and Exchange Commission or

the SEC requesting certain documents related to our business from January 2011 through August 2011 We have produced

number of documents to the SEC and continue to cooperate with the SEC

ITEM MINE SAFETY DISCLOSURES

Not applicable

29



Table of Contents

PART II OTHER INFORMATION

PART II

ITEM MARKET FOR REGISTRANTS COMMON EQUITY RELATED TO STOCKHOLDER MATTERS AND

ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock commenced trading under the symbol IL on the New York Stock Exchange on August 2010 Prior to that

date there was no public trading market for our common stock The initial public offering was priced at $13.00 per
share on August

2010 We sold an additional 2000000 shares of common stock at an offering price of $20.00 per share in follow-on public

offering that closed on December 10 2010 and an additional 1437500 shares of common stock at an offering price of $25.50 per

share in subsequent follow-on public offering that closed on April 12 2011 The following table sets forth for the indicated

periods the high and low closing sales prices of our common stock as reported by the New York Stock Exchange for the fiscal

years ended December 31 2012 and 2011

High Low

Fiscal year ending December 31 2011

First quarter
30.31 18.71

Second quarter
32.25 16.62

Third quarter
18.17 6.00

Fourth quarter
9.44 4.74

Fiscal year ending December 31 2012

First quarter
7.40 5.02

Second quarter
5.37 3.75

Third quarter
6.93 3.95

Fourth quarter
6.88 5.37

On March 2013 the last reported sales price of our common stock on the New York Stock Exchange was $5.73 and there were

approximately 22 holders of record of our common stock

Dividend Policy

We have never declared or paid dividends on our capital stock and we do not anticipate paying any dividends on our capital stock

in the foreseeable future We currently intend to retain all available funds and any future earnings to fund the development and

growth of our business Any future determination to declare dividends will be subject to the discretion of our board of directors

and will depend on various factors including applicable laws our results of operations financial condition future prospects and

any other factors deemed relevant by our board of directors In addition the terms of our outstanding indebtedness restrict our

ability to pay dividends and
any

future indebtedness that we may incur could preclude us from paying dividends

Stock Performance Graph

This performance graph shall not be deemed soliciting material or to be flled with the SECfor purposes of Section 18 of the

Securities Exchange Act of 1934 as amendeÆ or the Exchange Ac4 or otherwise subject to the liabilities under that Section and

shall not be deemed to be incorporated by reference into any ofourfihings under the Securities Act of 1933 as amended or the

Exchange Act

The graph below compares the cumulative total stockholder return on our common stock with the cumulative total return on the

NASDAQ Composite index and the NASDAQ Computer and Data Procession index for the period beginning August 62010 the

date our common stock commenced trading on the New York Stock Exchange through December 31 2012 assuming an initial

investment of $100
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The comparisons in the graph below are based upon historical data and are not indicative of nor intended to forecast future

performance of our common stock

Stockholder Return
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Equity Compensation Plan Information

For the information concerning securities authorized for issuance under our equity compensation plans see Part III Item 12

Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters of this Annual Report on

Form 10-K

Unregistered Sales of Equity Securities

None

Purchases of Equity Securities by the Issuer and Affiliated Purchasers

None

ITEM SELECTED FINANCIAL DATA

You should read the selected consolidated financial data presented below in conjunction with the section entitled Managements
Discussion and Analysis of Financial Condition and Results of Operations in this Form 10-K and consolidated financial statements

and the related notes included elsewhere in this Form 10-K The selected consolidated financial data presented below under the

heading Consolidated Statement of Operations Data for the years ended December 31 2012 2011 and 2010 and the selected

consolidated financial data presented below under the heading Consolidated Balance Sheet Data as of December 31 2012 and

2011 have been derived from the Companys audited consolidated financial statements included elsewhere in this Form 10-K
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The selected consolidated financial data presented below under the headings Consolidated Statement of Operations Data for the

years ended December 31 2008 and 2009 and under Consolidated Balance Sheet Data as of December 31 2008 2009 and

2010 have been derived from consolidated financial statements not included in this Form 10-K Our historical results are not

necessarily indicative of the results of operations to be expected for future periods

In Thousands Except Share

and per Share Amounts __________ ____________ ___________ ___________ ___________

Consolidated Statement of Operations

Data

Total revenue

Cost of revenue

Gross profit

Operating expenses

Product development

Sales and marketing

General and administrative

Restructuring costs

Impairment of capitalized software
_____________ _____________ _____________

Total operating expenses _____________ _____________ _____________ _____________ _____________

Loss income from operations

Interest expense

Amortization of debt issuance costs

Loss on extinguishment of debt

Other expense income net
_______________

Net loss before income tax

Income tax benefit expense
______________ ______________ ______________ ______________ ______________

Net loss
______________ ______________ ______________ ______________ ______________

Net loss per common share

Basic
_______________ _______________ _______________ _______________

Diluted
_____________ _____________ _____________ _____________ _____________

Weighted average number of shares

used in calculating net loss per share

Basic
_______________ _______________ _______________

Diluted
_____________ _____________ _____________ _____________ _____________

Includes stock-based compensation as follows

14847

61556

19209

14222

59058

20556

17953

79251

28435

1316 1494

18579

88872

40808

Year Ended Year Ended Year Ended Year Ended Year Ended

December31 December31 December 31 December 31 December 31

2008 2009 2010 2011 2012

143401 140699 184332 213504 216667

56161 48721 47496 56385 62354

87240 91978 136836 157119 154313

21092

96198

50608

8715

96928 95330 125639 148259 176613

9688 3352 11197 8860 22300

28234 28935 24724 10645 6435

1803 1872 3084 1369 740

4974

271 9027 2722 3123 1870

39996 43186 18863 31 27605

15398 18415 6427 1212 10225

24598 24771 12436 1243 17380

25.54 15.38 0.58 0.02 0.32

25.54 15.38 0.58 0.02 0.32

963019 1611090 21310284 53381655 54352536

963019 1611090 21310284 53381655 54352536
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Years Ended December 31

In Thousands 2008 2009 2010 2011 2012

Stock-Based Compensation Expense

Costofrevenue 173 63 105 310 445

Product development 519 483 755 1329 1440

Sales and marketing 855 529 1638 2353 1080

General and administrative 2245 863 1717 4716 3596

Total 3792 1938 4215 8708 6561

As of December 31

In Thousands 2008 2009 2010 2011 2012

Consolidated Balance Sheet Data

Cash and cash equivalents 24671 30481 50467 46694 43798

Short-term investments 3414 36120 31549

Working capital 9821 15591 49563 78136 62.955

Total assets 532852 509341 526355 530341 489754

Deferred revenue 24938 26795 38043 40309 40719

Long-term debt net of current portion 284164 290513 125886 91164 75238

Series preferred stock 175991 176478

Accumulated deficit 41606 66377 78813 80056 97436

Total stockholders deficit equity 44611 62032 287444 $331830 $322052

Included in Working Capital above

ITEM MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

Management Discussion and Analysis of Financial Condition and Results of Operations or MDA is intended to provide

reader of our financial statements with narrative from the perspective of our management on our financial condition results of

operations liquidity and certain other factors that may affect our future results The following discussion and analysis should be

read in conjunction with our consolidated financial statements and related notes to consolidated financial statements included

elsewhere in this Annual Report on Form 10-K mounts in tabular format are presented in thousands except per share data or

as otherwise indicated

Executive Overview

Intral inks is leading global provider of Software-as-a-Service or SaaS solutions for secure content management and collaboration

within and among organizations Our cloud-based solutions enable organizations to control track search exchange and collaborate

on time-sensitive information inside and outside the firewall all within secure and easy-to-use environment Our customers rely

on our cost-effective solutions to manage large amounts of electronic information accelerate information intensive business

processes reduce time to market optimize critical information workflow meet regulatory and risk management requirements and

collaborate with business counterparties in secure auditable and compliant manner We help our customers eliminate many of

the inherent risks and inefficiencies of using email fax courier services and other existing solutions to collaborate and exchange

information

At our founding in 1996 we introduced cloud-based collaboration for the debt capital markets industry and shortly thereafter

extended our solutions to merger and acquisition transactions Today we service enterprise and governmental agencies in over 60

countries across variety of industries including financial services pharmaceutical manufacturing biotechnology consumer

energy telecommunications industrial legal agriculture insurance real estate and technology which use our solutions for the

secure management and online exchange of information within and among organizations Across all of our principal markets we

help transform wide range of slow expensive and information-intensive tasks into streamlined efficient and real-time business

processes
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We deliver our solutions entirely through multi-tenant SaaS architecture in which single instance of our software serves all of

our customers We sell our solutions directly through field team with industry-specific expertise and an inside sales team and

indirectly through customer referral network and channel partners In 2012 we generated $216.7 million in revenue of which

approximately 39% was derived from sales across 60 countries outside of the United States

2012 Key Accomplishments

Business Strategy Review

During 2012 management initiated business strategy
review to explore long-term growth opportunities The objective was to

assess the competitive environment identify the most attractive market opportunities define product roadmap and further develop

our execution strategy We have made significant progress in validating our market opportunities and aligning the company to

effectively address them This strategy assessment reinforces our commitment to anticipate the changing needs of our customers

industry trends and competitive forces

We continued to make good progress against our business strategy with particular emphasis on improving mid-market coverage

and overall market share in our strategic transactions business We are pursuing geographies where we are underrepresented and

that will provide us with promising market opportunities Additionally we have continued to enhance our product offerings with

new capabilities and improved functionality

Operational Changes

During 2012 management initiated review of our systems and business processes and began making changes toward operational

improvement

We began redesign of the sales model focused on improving marketing and demand generation establishing high-velocity

inside sales model and moving toward sales specialization in our enterprise sales force We believe this sales model will better

address opportunities in the market and better match sales with the way customers buy SaaS offerings

In product development we instituted change in methodology embracing Agile and Waterfall development methodologies

We also put program of intellectual property protection in place

We also entered into strategic partnership to help us with distribution and technology We are committed to seeking out and

building crucial relationships that promote sell and support our services

Key Personnel

Our executive leadership team went through significant amount of change in 2012 New additions to the team during the year

included the General Counsel EVP of Business Operations and CLO EVP of Sales and Marketing and Chief Financial Officer

The executive leadership team is confident that we are well positioned to take full advantage of the opportunities that lie ahead

and that the right people are on board to execute against them

Key Metrics

We evaluate our operating and financial performance using various performance indicators as well as against the macroeconomic

trends affecting the demand for our solutions in our principal markets We also monitor relevant industry performance including

transactional activity in the debt capital markets or DCM and the mergers
and acquisitions or MAmarket globally to provide

insight into the success of our sales activities as compared to our peers and to estimate our market share in each of our principal

markets

Our management relies on the key performance indicators set forth below to help us evaluate growth trends establish budgets

measure the effectiveness of our sales and marketing efforts and assess operational efficiencies We discuss revenue under Results

of Operations and cash flow provided by operating activities including deferred revenue under Liquidity and Capital

Resources Other measures of our performance including adjusted gross margin adjusted operating income adjusted net income

adjusted EBITDA and adjusted EBITDA margin and free cash flow are defined and discussed under Non-GAAP Financial

Measures below
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Year Ended December31

2012 2011 2010

Consolidated Statement of Operations Data

Total revenue 216667 213504 184332

Non-GAAP Gross margin 76.2% 79.9% 81.5%

Non-GAAP adjusted operating income 18750 46255 45569

Non-GAAP adjusted net income 8365 23539 13737

Non-GAAP adjusted EBITDA 37317 66254 62551

Non-GAAP adjusted EBITDA margin 17.2% 31.0% 33.9%

Consolidated Balance Sheet Data

Deferred revenue at December 311 40719 40309 38043

Consolidated Statement of Cash Flows Data

Cash flows provided by operations 35186 54726 35564

Free cash flow 9159 30893 12573

Short-term only

Non-GAAP Financial Measures

This Form 10-K includes information about certain financial measures that are not prepared in accordance with generally accepted

accounting principles in the United States or GAAP or U.S GAAP including non-GAAP gross profit and gross margin non
GAAP adjusted operating income and margin non-GAAP adjusted net income non-GAAP adjusted net income per share non
GAAPadjusted EBITDAand free cash flow These non-GAAPmeasures are not based on any standardized methodology prescribed

by GAAP and are not necessarily comparable to similarmeasures presented by other companies

Management defines its non-GAAP financial measures as follows

Non-GAAP gross margin represents the corresponding GAAP measure adjusted to exclude stock-based compensation

expense and amortization of intangible assets

Non-GAAP adjusted operating income represents the corresponding GAAP measure adjusted to exclude stock-based

compensation expense amortization of intangible assets impairment charges or asset write-offs and costs

related to public stock offerings

Non-GAAP adjusted net income represents the corresponding GAAP measure adjusted to exclude stock-based

compensation expense amortization of intangible assets impairment charges or asset write-offs costs related

to debt repayments and costs related to public stock offerings Non-GAAP adjusted net income is calculated using an

estimated long-term effective tax rate

Non-GAAP net income per share represents non-GAAP adjusted net income defined above divided by dilutive shares

outstanding

Non-GAAP adjusted EBITDA represents net loss income adjusted to exclude interest expense income tax provision

benefit depreciation and amortization amortization of intangible assets stock-based compensation expense

amortization of debt issuance costs other expense income net impairment charges or asset write-offs and

costs related to public stock offerings

Free cash flow represents cash flow from operations less capital expenditures
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Management believes that these non-GAAP financial measures when viewed with our results under U.S GAAP and the

accompanying reconciliations provide useful information about our period-over-period growth and provide additional information

that is useful for evaluating our operating performance and internally for managing the cash needs of our business Additionally

management believes that these non-GAAP financial measures provide more meaningful comparison of our operating results

against those of other companies in our industry as well as on period-to-period basis because these measures exclude items that

are not representative of our operating performance such as amortization of intangible assets interest expense and fair value

adjustments to the interest rate swap Management believes that including these costs in our results of operations results in lack

of comparability between our operating results and those of our peers in the industry the majority of which are not highly leveraged

and do not have comparable amortization costs related to intangible assets However non-GAAP gross margin non-GAAP adjusted

operating income non-GAAP adjusted net income non-GAAP adjusted net income per share non-GAAP adjusted EBITDA and

free cash flow are not measures offinancial performance under U.S GAAP and accordingly should notbe considered as alternatives

to gross margin operating income net income loss and cash flows provided by operations as indicators of operating performance
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The table below provides reconciliations between the non-GAAP financial measures discussed above to the comparable U.S
GAAP measures

Year Ended December31

2012 2011 2010

154313 157119 136836

71.2% 73.6% 74.2%

445 310 105

10369 13237 13237

165127 170666 150178

762% 79.9% 81.5%

22300 8860 11197

6561 8708 4215

25774 28630 28741

57 1416

18750 46255 45569

27605 31 18863

6561 8708 4215

25774 28630 28741

57 1416

47 7011

13492 37364 22520

5127 13825 8783

8365 23539 13737

17380 1243 12436

6435 10645 24724

10225 1212 6427

18567 19999 16982

25774 28630 28741

6561 8708 4215

Other expense income net primarily includes fair value adjustments to our interest rate swap which matured as of June 30 2012 and foreign currency

transaction gains and losses

8715

Gross profit

Gross margin

Cost of revenue stock-based compensation expense

Cost of revenue amortization of intangible assets

Non-GAAP Gross profit

Non-GAAP Gross margin

Loss Income from operations

Stock-based compensation expense

Amortization of intangible assets

Impairment on capitalized software

Costs related to public stock offerings

Non-GAAP adjusted Operating income

Net loss before income tax

Stock-based compensation expense

Amortization of intangible assets

Impairment on capitalized software

Costs related to public stock offerings

Costs related to debt repayments

Non-GAAP adjusted Net Income before tax

Non-GAAP income tax provision

Non-GAAP adjusted Net income

Net loss

Interest
expense

Income tax benefit expense

Depreciation and amortization

Amortization of intangible assets

Stock-based compensation expense

Impairment on capitalized software

Amortization of debt issuance costs

Loss on extinguishment of debt

Other income net0

Costs related to public stock offerings

Non-GAAP adjusted EBITDA

Non-GAAP adjusted EBITDA margin

Cash flow provided by operations

Capital expenditures

Free cash flow

8715

8715

740 1369 3084

4974

1870 3123 2722

57 1416

37317 66254 62551

17.2% 31.0% 33.9%

35186 54726 35564

26027 23833 22991

9159 30893 12573
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Components of Operating Results

Sources of Revenue

We derive revenue principally through fixed commitment contracts under which we provide customers with various services

including access to our cloud-based Intralinks Platform access to one or more of our Intralinks Exchanges the related customer

support and other services Our management operates the business in one reportable segment assessing performance and making

operating decisions based on one single operating unit However to date we have monitored certain revenue metrics and trends

by principal markets as defined below We also monitor the mix ofsubscription and transaction customers within these markets

as well as revenue growth in international locations

The following represent our principal markets

Enterprise comprises customers spanning variety of industries including financial services pharmaceutical

biotechnology consumer energy industrial legal insurance real estate and technology who use our services for wide

range of corporate purposes primarily under subscription arrangements

Mergers Acquisitions MA comprises customers across the same variety of industries described above who use

Intralinks Exchanges for project-based transactions such as mergers acquisitions and dispositions These customers are

typically referred to us by financial or legal advisors involved in the respective transactions This principal market is

generally characterized by the use of the lntralinks Platform under transaction arrangements

Debt Capital Markets DCM primarily comprises customers within the financial services industry who use Intralinks

exchanges for loan syndication and administration and is generally characterized by the use of the Intralinks Platform

under subscription arrangements

We believe our revenue growth will be driven by our ongoing investments in our platform and in enhanced service offerings by

improving our mid-market coverage by expanding our focus on underrepresented geographies and by increasing our overall

market share in our strategic transactions business We believe that making continued investments in our platform services and

operational infrastructure will allow us to service more clients including those with larger-scale requirements

Additionally during the year ended December 31 2011 we received insurance proceeds totaling $0.6 million as result of one

of our primary facilities sustaining water damage from fire on floor above which resulted in an interruption in our operations

We filed claim under our business interruption insurance policy for lost revenue caused by the down-time experienced subsequent

to the loss event The business interruption insurance proceeds are classified as Other Revenue in the Consolidated Statement

of Operations

Cost of Revenue

Cost of revenue primarily consists ofi personnel-related costs including non-cash stock-based compensation ii expenses for

third-party contractors providing customer support and project management services iiiexpenses related to hosting our service

including Internet connectivity co-location management and data storage fees iv depreciation expenses for hardware

amortization expenses
associated with capitalized software and definite-lived intangible assets and vi allocated overhead Our

hosting provider charges us monthly fee based on the number of servers the amount of storage and the levels of network

connectivity required We allocate overhead such as facilities and telecommunication charges to all departments based on

headcount which we consider to be fair and representative means of allocation As such general overhead expenses are reflected

in our cost of revenue and operating expenses categories

We will continue to make investments in our platform and services which may include direct investments in our technology client

services group and our hosting infrastructure The level and timing of investments in these areas could affect our cost of revenue

both in terms of absolute dollars and as percentage of revenue

Gross Profit and Gross Margin

Our gross profit and margin are driven by our ability to manage the costs of providing our service as revenue increases or decreases

As noted under Cost of Revenue above we intend to continue making investments in personnel including our client service

group and other initiatives directly related to the development of our technology
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Operating Expenses

Product Development Product development expenses consist primarily of personnel-related costs including non-cash stock-

based compensation and consulting expenses associated with the design development and testing of our systems We capitalize

direct costs of services used in developing internal-use software including both internal and external direct labor costs Costs

incurred during the preliminary project stage as well as maintenance and training costs are expensed as incurred

We expect that product development expenses will increase in absolute dollars as we extend our service offerings and develop
new technologies to ensure our service integrates and performs well with existing and future leading databases applications

operating systems and other platforms and keeps pace with technological change in our industry Depending on the nature and
levels of work undertaken the amount of product development costs that are capitalized may fluctuate from period to period
which may affect operating expenses both in terms of absolute dollars and as percentage of revenue

Sales and Markthng Sales and marketing expenses consist primarily of personnel-related costs including commissions paid to

our sales representatives and non-cash stock-based compensation for equity granted to our sales and marketing staff Sales and

marketing expenses also include payments to channel partners costs of marketing programs and amortization expense for certain

definite-lived intangible assets Our marketing programs include advertising events and conferences corporate communications
public relations and other brand building and product marketing expenses

We expect that sales and marketing expenses will increase in absolute dollars as we invest in additional direct sales personnel in

order to add new customers in our existing markets and geographical locations as well as in emerging global markets Additionally
we intend to focus on expanding our partnering efforts and allocating more resources to marketing activities including building

greater brand awareness and sponsoring additional marketing events

General and Administrative General and administrative
expenses consist primarily of personnel-related costs including non-

cash stock-based compensation for our finance and accounting legal human resources administrative and internal business

systems personnel amortization expense for certain definite-lived intangible assets as well as non-personnel costs such as

professional fees and other corporate and public company expenses

We expect that general and administrative
expenses will increase in absolute dollars in connection with our continued efforts to

make infrastructure enhancements and improvements

Non-Operating Expenses

Non-operating expenses consist of fair value adjustments to our interest rate swap which matured on June 302012 ii interest

expense related to our long-term debt net of interest income generated from our short-term investments iiiamortization of debt

issuance costs which are being amortized over the expected remaining life of loan and iv foreign currency transactions gains
and losses primarily driven by fluctuations between the U.S Dollar Pound Sterling and Euro

In addition during the year ended December 31 2010 non-operating expenses included loss on extinguishment of debt related

to the repayment of our Holdings Senior P1K Credit Agreement or the P1K Loan and the accelerated recognition of deferred debt

issuance costs due to the repayment of outstanding amounts under our P1K Loan and our Second Lien Credit Facility entered into

on June 15 2007 as amended or the Second Lien Credit Facility in 2010 using the net proceeds from our August 2010 initial

and our December2010 and April 2011 follow-on public offerings See Note to our Consolidated Financial Statements contained

elsewhere in this Form 10-K for additional details regarding the extinguishment of the P1K Loan and accelerated recognition of

deferred debt issuance costs

Income Tax Expense Benefit

We are subject to income tax in the United States as well as other countries in which we conduct business Earnings from our

non-U.S activities are subject to local country income tax and may also be subject to current U.S income tax based on our

corporate structure and operations Our effective tax rate differs from the statutory rate primarily as result of stock-based

compensation other non-deductible expenses research and development credits state taxes and taxation of our foreign

operations
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CriticalAccounting Policies and Estimates

The discussion and analysis of our financial condition and results of operations are based upon our consolidated financial statements

which have been prepared in accordance with U.S GAAR The preparation of these financial statements requires us to make

estimates and judgments that affect the reported amounts of assets liabilities revenues and expenses and related disclosure of

contingent assets and liabilities on an ongoing basis The following accounting estimates are viewed by management to be critical

because they require significant judgment on the part of management Management has discussed and reviewed the development

selection and disclosure of critical accounting estimates with our Audit Committee

We evaluate these estimates including those related to the determination of the fair value of stock options and estimated forfeitures

of equity-based awards the fair value of our reporting unit valuation of intangible assets and their related useful lives fair value

of financial instruments certain components of the income tax provisions including valuation allowances on the Companys

deferred tax assets accruals for certain compensation expenses allowances for doubtful accounts and reserves for customer credits

We base estimates and assumptions on historical experience and on various other factors that we believe to be reasonable under

the circumstances We evaluate our estimates and assumptions on an ongoing basis Actual results may differ from those estimates

under different assumptions or conditions Financial results could be materially different if other methodologies were used or if

management modified its assumptions

We believe the following critical accounting policies among others affect our more significant judgments and estimates used in

the preparation of our financial statements For further information on our critical and other significant accounting policies see

Note Summary of Sign flcant Accounting Policies of our consolidated financial statements included elsewhere in this Form 10

Revenue Recognition We derive revenue principally through fixed commitment contracts under which we provide customers

various services including access to our cloud-based Intralinks Platform including our Intralinks Exchanges as well as the related

customer support and other services

We currently sell our services under service contracts that we consider either subscription or transaction arrangements as

follows

Subscription arrangements include those customer contracts with an initial term of 12 months or more that automatically

renew for successive terms of at least 12 months Because some long-term customers will not accept automatic renewal

terms we also consider among our subscription customers those whose contracts have been extended upon mutual

agreement for at least one renewal term of at least 12 months We believe subscription arrangements appeal mainly to

customers that have integrated our service into their business processes
and plan to use our exchanges for series of

expected projects Subscription arrangements afford customers several benefits including the ability to manage the

creation opening and closing of any number of exchanges at their convenience during the commitment period and

potentially lower pricing than they would generally be charged under single-event contract

Transaction arrangements include those customer contracts having an initial term of less than 12 months We also consider

transaction customers to be those first time customers whose contracts do not have an automatic renewal clause and who

have not yet renewed their contracts by mutual agreement We believe these types of arrangements appeal mainly to

customers who have single discrete project Unlike subscription contracts which generally renew for at least one year

at time transaction contracts continue in effect after their initial term on month to month basis until the customer

terminates often by closing the relevant exchange

Revenue from both subscription and transaction contracts is recognized ratably over the contracted service period provided that

there is persuasive evidence of an arrangement the service has been provided to the customer collection is reasonably assured

the amount of fees to be paid by the customer is fixed or determinable and we have no significant remaining obligation at the

completion of the contracted term In circumstances where we have significant remaining obligation after completion of the

initial contract term revenue is recognized ratably over the extended service period Our contracts do not contain general rights

of return Certain of our contracts contain customer acceptance clauses for which revenue is deferred until acceptance occurs
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Under most subscription arrangements an annual fixed commitment fee is determined based on the aggregate value ofthe expected

number of exchanges required over the term the type of exchanges expected to be opened the number of users that are expected

to access each exchange and the volume of data expected to be managed in the exchanges We bill customers with annual

commitment fees in advance generally in four equal quarterly installments Similarly transaction contract for single project

will have fee covering services for the expected duration of the project for which we generally bill customers in full in advance

upon the commencement of the contract Subscription and transaction fees payable in advance are recorded initially in accounts

receivable or cash upon their collection and deferred revenue until such time that the relevant revenue recognition criteria have

been met for such amounts to be included in revenue

Annual subscription fees as well as the fixed fees payable upfront under transaction contracts are payable in full and are non-

refundable regardless of actual usage of services Similarly while customers may close exchanges and cease using services our

contracts generally do not allow for cancellation or termination for convenience during the contract term We reserve the right

under subscription and transaction contracts to charge customers for loading data or adding users to exchanges in excess of their

original usage estimates Incremental fees for overages are billed monthly or quarterly in arrears and the related revenue is

recognized ratably from the point that the overage is measured through the remaining contract term or the remaining contract

quarter depending on the usage terms within the customer contract

Our customers do not have contractual right or the ability to take possession of the Intralinks software at any time during the

hosting period or to contract with an unrelated third party to host the Intralinks software Therefore revenue recognition for our

services is not accounted for under the FASBs specific guidance on software revenue recognition We recognize revenue for our

services ratably over the related service period as described above

We offer our services to customers through single-element and multiple-element arrangements some of which contain offerings

for optional services including document scanning data archiving and other professional services In accordance with the FASBs

guidance on multiple-deliverable arrangements we have evaluated the deliverables in our arrangements to determine whether

they represent separate units of accounting specifically whether the deliverables have value to our customers on standalone

basis We have determined that the services delivered to customers under our existing arrangements generally represent single

unit of accounting Revenue for optional services is recognized as delivered or as completed provided that the general revenue

recognition criteria described above are met We will continue to evaluate the nature of the services offered to customers under

our fixed commitment contracts as well as our pricing practices to determine if change in policy regarding multiple-element

arrangements and related disclosures is warranted in future periods

Additionally certain contracts contain provisions for set-up and implementation services relating to the customers use of our

platform We believe that these set-up and implementation services provide value to the customer over the entire period that the

exchange is active including renewal periods and therefore the revenue related to these services is recognized over the longer of

the contract term or the estimated relationship life which as of December 31 2012 generally ranged from two to four years We
continue to evaluate the length of the amortization period of the revenue related to set up and implementation fees as we gain

more experience with customer contract renewals

From time to time we agree to sales concessions with our customers reserve for which is estimated based on historical patterns

of actual credits issued Expenses associated with maintaining this reserve are recorded as reduction to revenue

Deferred revenue represents the billed but unearned portion of existing contracts for services to be provided Deferred revenue

does not include the unbilled portion of existing contractual commitments of our customers Accordingly the deferred revenue

balance does not represent the total contract value of outstanding arrangements Amounts that have been invoiced but not yet

collected are recorded as revenue or deferred revenue as appropriate and are included in our accounts receivable balances Deferred

revenue that will be recognized during the subsequent 12-month period is classified as Deferred revenue with the remaining

portion as non-current deferred revenue as component of Other long term liabilities on the Consolidated Balance Sheets

included elsewhere in this Form 10-K
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Stock-Based Compensation We use the Black-Scholes option pricing model to determine the fair value of options granted under

our 2007 Stock Option and Grant Plan and 2010 Equity Incentive Plan as well as the rights awarded under our 2010 Employee

Stock Purchase Plan or ESPP Using this model fair value is calculated based on assumptions with respect to expected volatility

of the our Common Stock price ii the expected life of the award which for options is the period of time over which employees

and board directors are expected to hold their options prior to exercise and for ESPP rights is the period of time between the

offering date and the exercise date as defined in Note 12 to our consolidated financial statements iiiexpected dividend yield

on our Common Stock and iv risk-free interest rate which is based on quoted U.S Treasury rates for securities with maturities

approximating the expected term The use of different assumptions in the Black-Scholes pricing model would result in different

amounts of stock-based compensation expense Furthermore if different assumptions are used in future periods stock-based

compensation expense could be materially impacted in the future

The fair value of restricted shares of Common Stock or RSAs awarded under our 2007 Restricted Preferred Stock Plan and the

2007 Stock Option and Grant Plan and restricted stock units RSUs awarded under the 2010 Equity Incentive Plan is determined

using the intrinsic value of the common stock at the time of grant

We do not have significant history of market prices and as such we estimate volatility in accordance with Securities and Exchange

Commission Staff Accounting Bulletin No 107 Share-Based Payment or SAB 107 using historical volatilities of similar public

companies We based our analysis of expected volatility on reported data for peer group of companies within our industry using

an average of the historical volatility measures of this peer group
of companies We intend to continue to consistently apply this

process using the same or similar entities until sufficient amount of historical information regarding the volatility of our own

stock price becomes available or unless circumstances change such that the identified entities are no longer similar to us In this

latter case more suitable entities whose share prices are publicly available would be utilized in the calculation Once sufficient

amount of historical information regarding the volatility of our share price becomes available we will utilize the closing prices

of our publicly-traded stock to determine our volatility The expected life of options has been determined using the simplified

method as prescribed by the Securities and Exchange Commission Staff Accounting Bulletin No 110 an amendment to SAB 107

which usesthe midpoint between the vesting date andthe end ofthe contractual term We utilizethe simplified method ofdetermining

the expected life of options due to the limited period of time our common stock has been publicly traded thus resulting in lack

of sufficient historical exercise data in publicly traded environment to provide reasonable basis upon which to estimate expected

term We intend to continue to consistently apply the simplified method until sufficient amount of historical information regarding

exercise data in publicly traded environment becomes available The risk-free interest rate is based on quoted U.S Treasury rates

for securities with maturities approximating the awards expected term The expected dividend yield is zero as we never paid

dividends and do not currently anticipate paying any in the foreseeable future

Compensation expense
for stock options is recorded over the requisite service period less estimated forfeitures For grants of

RSAs and RSUs we record compensation expense
based on the fair value of the shares on the grant date over the requisite service

period less estimated forfeitures Compensation expense for ESPP rights is recorded in line with each respective offering period

We utilize an estimated forfeiture rate when calculating expense for the period We consider several factors when estimating future

forfeitures including types of awards employee level and historical experience If this estimated rate changes in future periods

due to different actual forfeitures our stock compensation expense may increase or decrease significantly If there are any

modifications or cancellations of the underlying unvested securities or the terms of the awards we may be required to accelerate

increase or cancel any remaining unamortized share-based compensation

Income Taxes We account for income taxes on the asset and liability method Under this method deferred income tax assets

and liabilities are recognized for the future tax consequences
of net operating losses and tax credit cariyforwards and

temporary
differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax

bases Deferred income taxes are measured using enacted tax rates applicable to taxable income in the years in which the

temporary differences are expected to reverse The effect on deferred income taxes of change in tax rates is recognized in our

results of operations in the period that includes the enactment date

We assess whether it is necessary to establish valuation allowance to reduce our deferred income tax assets if we conclude

that it is more likely than not that some portion or all of our deferred income tax assets will not be realized Our evaluation

includes assessing both positive e.g sources of taxable income and negative e.g recent historical losses evidence

potentially impacting their realizability
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We recognize the impact of an uncertain tax position in our financial statements if based on the technical merits of the position

we believe the position is more-likely-than-not sustainable upon audit This involves the identification of potential uncertain

tax positions the evaluation of relevant tax law and an assessment of whether liability for each uncertain tax position is

necessary We operate and are subject to audit in multiple taxing jurisdictions We record interest expense and penalties on
uncertain tax positions as part of income tax expense

Investments Our investment portfolio may at any time contain investments in U.S Treasury obligations securities guaranteed

by the U.S government certificates of deposit corporate notes and bonds medium-term notes commercial paper and money
market mutual funds each with original maturities less than one year Our investments with original maturity dates of less than

three months from the purchase date are included in Cash and cash equivalents on the Consolidated Balance Sheets contained

elsewhere in this Form 10-K Our investments with original maturity dates in excess of three months but less than one year from

the purchase date are classified as short-term investments on the Consolidated Balance Sheets contained elsewhere in this Form

10-K Short-term investments classified as held-to-maturity are recorded at amortized cost Interest earned on short-term

investments is recorded to Interest income which is presented net of Interest expense on the Consolidated Statements of

Operations included elsewhere in this Form 10-K

Fair Value of Financial Instruments The carrying amounts of our cash and cash equivalents short-term investments classified

as held-to-maturity accounts receivable accounts payable and other accrued expenses approximate fair value due to the short-

term nature of these instruments See Derivative Instruments and Hedging Activities below for discussion of our accounting

policy for our interest rate swap

Allowance for Doubtful Accounts We evaluate the adequacy of the allowance for doubtful accounts on quarterly basis The
evaluation includes historical loss experience length oftime receivables are past due adverse situations that may affect customers

ability to repay and prevailing market conditions This evaluation is inherently subjective and estimates may be revised as more

information becomes available

Sojiware Developnent Costs We account for the cost ofcomputer software developed or obtained for internal use ofour application

service by capitalizing qualifying costs which are incurred during the application development stage and amortizing them over

the expected period of benefit which we have determined to be three years for most internally developed software beginning
when the software is ready for its intended use Costs incurred in the preliminary and post-implementation stages of our products

are expensed as incurred The amounts capitalized include external direct costs of services used in developing internal-use software

and for payroll and payroll-related costs of employees directly associated with the development activities Software development

costs are evaluated for recoverability whenever events or changes in circumstances indicate that the carrying value of the asset

may not be recoverable During 2012 the Company recorded an impairment loss on capitalized software of $8.7 million

Goodwill- At December 31 2012 we had $215.5 million of goodwill recorded as result of the Merger that occurred on June

15 2007 Goodwill is evaluated for impairment on an annual basis or more frequently ifevents or circumstances indicate that an

impairment loss may have been incurred We have one reporting unit that is evaluated in the annual impairment test which is

performed each October

On September 15 2011 the FASB issued authoritative guidance which gives entities the option of performing qualitative

assessment of goodwill prior to calculating the fair value of reporting unit in step of the goodwill impairment test If entities

determine on the basis of qualitative factors that the fair value of reporting unit is more likely than not less than the carrying

amount the two-step impairment test is required to be performed We adopted this newly issued authoritative guidance effective

October 2011

In the second quarter of 2012 the Company performed goodwill impairment test as result of the continued depressed stock

price and the market capitalization of the Company relative to net book value

Step of the goodwill impairment test was performed using combination of discounted cash flow DCF analysis and

market-based approach The forecasted cash flows employed in the DCF analysis were based on the Companys most recent

forecast and business plans and represent the Companys best estimate of future results as of June 30 2012 within range of

possible outcomes In addition the Company made the following assumptions in its DCF analysis 5% growth factor to

calculate the terminal value of its reporting unit and ii 15% discount rate to calculate the terminal value of its reporting unit

both of which are consistent with rates used in the 2011 annual impairment test The Step valuation also considered the market

capitalization of the Company as of the second quarter of 2012 adjusted for an estimated equity control premium of 28%
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We completed our most recent impairment analysis as of October 12012 Among the factors included in our qualitative assessment

were our market capitalization ii general economic conditions and the competitive environment iiiactual and expected

financial performance iv forward-looking business measurements external market conditions vi our stock-price

performance compared to overall market and industry peers and vii other relevant entity-specific events Based on the results

of the qualitative assessment we concluded that it is more likely than not that the fair value of our reporting unit is more than its

carrying amount and therefore performance of the two-step quantitative impairment test was not necessary There were no

impairments of goodwill in any of the periods presented in the consolidated financial statements included elsewhere within this

Form 10-K However the Companys most recent goodwill impairment test showed that the Company could be at risk of recording

goodwill impairment in the future if for example the Companys stock price remained at depressed level or the Company has

negative change in its future cash flow projections

The process of evaluating the potential impairment of goodwill is highly subjective and requires significant judgment When

performing the quantitative analysis we have utilized valuation techniques consistent with the income approach and market

approach to measure fair value for purposes
of impairment testing An estimate of fair value can be affected by many assumptions

requiring that management make significant judgments in arriving at these estimates including the expected operational

performance of our business in the future market conditions and other factors Although there are inherent uncertainties in this

assessment process
the estimates and assumptions we use to estimate future cash flows including sales growth pricing of our

services market penetration competition technological obsolescence fair value of net operating loss carryforwards and discount

rates are consistent with our internal planning Significant changes in these estimates and the related assumptions or changes in

qualitative factors affecting us in the future could result in an impairment charge related to our goodwill

Other Intangible and Long-Lived Assets Our definite-lived intangible assets include developed technology customer

relationships contractual backlog trade names and non-compete agreements Developed technology and contractual backlog are

being amortized over their estimated useful lives at accelerated rates consistent with the expected future cash flows to be generated

by the assets All other intangible assets are amortized on straight-line basis over their estimated useful lives which we believe

is consistent with the expected future cash flows to be generated by the respective assets

Other long-lived assets primarily consist of computer and office equipment and software furniture and fixtures and leasehold

improvements which are subject to depreciation over the useful life of the asset The useful lives of our definite-lived intangible

and other long-lived assets are determined based on our estimate of the period over which the asset will be utilized such periods

are periodically reviewed for reasonableness We may be required to change these estimates based on changes in our industry or

other changing circumstances If these estimates change in the future we may be required to recognize increased or decreased

depreciation expense for these assets

Other intangible and long-lived assets are evaluated for recoverability whenever events or changes in circumstances indicate that

the carrying value of the asset may not be recoverable In evaluating an asset for recoverability we estimate the future cash flow

expected to result from the use of the asset and eventual disposition If the expected future undiscounted cash flow is less than the

carrying amount of the asset an impairment loss equal to the excess of the carlying amount over the fair value of the asset is

recognized No impairments were recorded on long-lived assets for the periods presented in the consolidated financial statements

included elsewhere in this Form 10-K

The process of assessing potential impairment of our definite-lived intangible and long-lived assets is highly subjective and requires

significant judgment An estimate of future undiscounted cash flow can be affected by many assumptions requiring that

management make significant judgments in arriving at these estimates which include sales growth pricing of our services market

penetration competition and technological obsolescence In each of the years presented we did not identi1 any indicators of

impairment related to our definite-lived intangible and long-lived assets and therefore were not required to assess impairment

utilizing an undiscounted cash flow model However significant future changes in these estimates or their related assumptions

could result in an impairment charge related to individual or groups of these assets

Derivative Instruments and HedgingActivities We maintained an interest rate swap agreement to economically hedge our exposure

to changes in the amounts of future cash flows driven by the variable rates associated with our long-term debt which matured in

June 2012 Our interest rate swap was recorded on the balance sheet at fair value The fair value of the interest rate swap was

measured each reporting period and included credit valuation adjustment that reflects consideration of our own credit risk since

the interest rate swap was in liability position Valuations may fluctuate considerably from period-to-period due to volatility in

underlying interest rates which is driven by market conditions and the duration of the derivative instrument We do not hold

derivatives and do not use financial instruments for any trading or other speculative purposes
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Warranties and 1ndemnflcation Our revenue contracts generally provide for indemnification of customers against liabilities

arising from third party claims that are attributable to the breach of warranties or infringement of third party intellectual property

rights subject to contractual limitations of liability To date we have not incurred any material costs as result of such

indemnifications and have not accrued any liabilities related to such obligations in the consolidated financial statements included

elsewhere in this Form 10-K as we currently have no infringement or warranty related disputes with customers or third parties

We have entered into service level agreements with minority of our customers warranting certain levels of uptime and permitting

those customers to receive credits or terminate their arrangement in the event that we fail to meet those levels To date we have

not provided credits nor had any agreement canceled based on these service level agreements

We warrant that our service is provided in manner reasonably designed for the secure transmission of customer data We do not

monitor our exposure to customer contracts in terms of maximum payout In the event of an infringement claim giving rise to

indemnification liability we have the right to satisf such obligations by providing workaround or may suspend or terminate

service to mitigate any liability We rely on risk framework to define risk tolerances and establish limits to ensure that certain

risk-related losses occur within acceptable predefined limits Factors that we consider in determining exposure include the fact

that we disclaim liability for consequential and indirect damages including for loss of data resulting from any breach of contract

and that we to date have not had to do any make-good rework or been impacted by any payout in connection with any of these

guarantees Thus the potential for us to be required to make payments under these arrangements is remote and accordingly no

contingent liability is carried on the Consolidated Balance Sheet included elsewhere in this Form 10-K for these transactions

Recently AdoptedAccounting Pronouncements

On May 12 2011 the Financial Accounting Standards Board or FASB issued revised authoritative guidance covering fair value

measurements and disclosures The amended guidance includes provisions for the application of concepts of highest and best

use and valuation premises an option to measure groups of offsetting assets and liabilities on net basis incorporation

of certain premiums and discounts in fair value measurements and measurement of the fair value of certain instruments

classified in shareholders equity The revised guidance is effective for interim and annual periods beginning after December 15

2011 We adopted this authoritative guidance effective January 12012 The adoption of this authoritative guidance had no material

impact on our consolidated financial statements

On June 162011 the FASB issued revised authoritative guidance covering Presentation of Comprehensive Income which revises

the manner in which entities present comprehensive income in their financial statements The revised guidance removes the

presentation options in the former guidance and requires entities to report components of comprehensive income in either

continuous statement of comprehensive income or two separate but consecutive statements The revised authoritative guidance

does not change the items that must be reported in other comprehensive income The revised guidance is effective for interim and

fiscal years beginning after December 152011 We adopted this authoritative guidance effective January 12012 and have included

the presentation of comprehensive loss income in separate statement that immediately follows the Consolidated Statements of

Operations in this Annual Report on Form 10-K

On September 15 2011 the FASB issued authoritative guidance which gives entities the option of performing qualitative

assessment of goodwill prior to calculating the fair value of reporting unit in step of the goodwill impairment test If

entities determine on the basis of qualitative factors that the fair value of reporting unit is more likely than not less than the

carrying amount the two-step impairment test is required to be performed The guidance is effective for all entities for annual

and interim goodwill impairment tests performed for fiscal years beginning after December 15 2011 Early adoption is

permitted The Company adopted the authoritative guidance effective October 2011 and applied this guidance to the annual

goodwill impairment assessment during the fourth quarter of 2011 See Goodwill and Other Intangible and Long-Lived

Assets above for details The adoption of this guidance did not have material impact on the Companys consolidated

financial statements
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Results of Operations

The following table sets forth consolidated statements of operations data for each of the periods indicated as percentage of

total revenues

Year Ended December31

2012 2011 2010

Revenue 100.0 99.7 100.0

Other Revenue 0.3

Total Revenue 100.0 100.0 100.0

Cost of revenue 28.8 26.4 25.8

Gross profit 71.2 73.6 74.2

Operating expenses

Product development
9.7 8.7 9.7

Sales and marketing 44.4 41.6 43.0

General and administrative 23.4 19.1 15.4

Impairment of capitalized software 4.0

Total operating expenses
81.5 69.4 68.2

Loss income from operations 10.3% 4.1 6.1

Interest expense
3.0 5.0 13.4

Amortization of debt issuance costs 0.3 0.6 1.7

Loss on extinguishment of debt 2.7

Other income net 0.9% 1.5% 1.5%

Net loss before income tax 2.7% 0.0 0.2%

Income tax benefit expense 4.7% 0.6 3.5%

Net loss 8.0% 0.6% 6.7%

Comparison for the Years ended December 31 2012 and 2011

Revenue

Total revenue increased to $216.7 million or 1.5% for the year ended December31 2012 from $213.5 million for the year
ended

December31 2011 The following table sets forth revenues by principal market for the year ended December 31 2012 compared

to the year ended December 31 2011 the percentage increase or decrease between those periods and the percentage of total

revenue that each principal market represented for those periods

Revenue

Years Ended Years Ended

December 31 Increase Increase December 31
Decrease Decrease

2012 2011 2012 2011

Enterprise 94616 94588 28 0.0 43.7% 44.3%

MA 91606 83763 7843 9.4 42.3% 39.2%

DCM 30445 34539 4094 l1.9% 14.1% 16.2%

Other Revenue 614 614 100.0% 0.0% 0.3%

TotalRevenues 216667 213504 3163 1.5% 100% 100%

Enterprise The results for the year ended December 31 2012 in Enterprise revenue is essentially flat as compared to the year

ended December 31 2011

MA The results for the year ended December 31 2012 reflect an increase in MA revenue of $7.8 million or 9.4% as

compared to the year ended December 31 2011 The increase in MA revenue in 2012 as compared to the prior year period

reflects higher volume of strategic business transactions and market share gains
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DCM The results for the year ended December 31 2012 reflect decrease in DCM revenue of $4.1 million or 11.9% as

compared to the year ended December 31 2011 The results for the current period reflect the net cumulative impact of 2012

cancellations

Other Revenue The results for the year ended December 31 2011 included $0.6 million of business interruption insurance

proceeds received during the period as result of claim filed for lost revenue from an interruption to our operations caused by

water damage to one of our primary facilities from fire on floor above There were no comparable amounts received or recorded

during the current period

We believe our revenue growth will be driven by our ongoing investments in our platform and in enhanced service offerings by

improving our mid-market coverage by expanding our focus on underrepresented geographies and by increasing our overall

market share in our strategic transactions business We believe that making continued investments in our platform services and

operational infrastructure will allow us to service more clients including those with larger-scale requirements

Cost of Revenue and Gross Margin

The following table presents cost of revenue gross profit and gross margin for the year ended December 31 2012 compared to

the year ended December 31 2011

Year Ended December 31 Increase Increase

2012 2011
Decrease Decrease

Cost of revenue 62354 56385 5969 10.6

Gross profit 154313 157119 2806 1.8%

Gross margin 71.2% 73.6% 2.4%

The results for the year ended December 31 2012 reflect an increase in cost of revenue of $6.0 million or 10.6% as compared
to the year ended December 312011 The increase in cost of revenue in 2012 as compared to the prior year period was attributed

primarily to an increase of $4.3 million in personnel-related expenses primarily salaries for additional personnel which is in

line with the investment strategy of our business ii an increase of $4.0 million in support and maintenance of servers and related

equipment to support expanded capacity and iii $0.7 million increase in occupancy costs to support this additional headcount

These increases were partially offset by decrease of $2.9 million of amortization of intangible assets in accordance with the

amortization schedule determined at the time of the Merger Gross margin decreased 2.4% due to the $6.0 million increase in cost

of revenue partially offset by $3.2 million increase in revenue

Operating Expenses

Total operating expenses for the year ended December31 2012 increased by approximately $28.4 million or 19.1% as compared
to the year ended December 31 2011 The following table presents the components of operating expenses for the year ended

December 31 2012 compared to the year ended December 31 2011

Year Ended December 31 Increase Increase

2012 2011

Product development 21092 18579 2513 13.5%

Sales and marketing 96198 88872 7326 8.2%

General and administrative 50608 40808 9800 24.0%

Impairment loss on capitalized software 8715 8715 NM

Total operating expenses $176613 $148259 28354 19.1%

Product Development The results for the year ended December 31 2012 reflect an increase in product development expense

of $2.5 million or 13.5% as compared to the year ended December 31 2011 The increase in product development expense in

2012 as compared to prior year period was primarily driven by an increase in headcount-related expense and the initiation of

new development activities related to our platform and software enhancements partially offset by the completion of fully deployed

projects

Total product development costs comprise both capitalized software and product development expense
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Year Ended December 31 Increase Increase

2012 2011
Decrease Decrease

Capitalized software 18013 18718 705 3.8%

Product development expense 21092 18579 2513 13.5

Total product development costs 39105 37297 1808 4.8

For the year
ended December31 2012 product development costs totaled $39.1 million comprised of$1 8.0 million of capitalized

software cost related to product development enhancements and $21.1 million in product development expense For the year ended

December 31 2011 product development costs totaled $37.3 million comprised of $18.7 million of capitalized software cost

related to product development enhancements and $18.6 million of product development expense The increase in total product

development costs of $1 .8 million or 4.8% reflects an increase of $2.5 million or 13.5% in product development expense which

reflects higher level of spending to support our focus on Enterprise-related content sharing and collaborative solutions as well

as enhanced functionality in our DCM and MAproducts This increase was partially offset by $0.7 million or 3.8% reduction

in capitalized software due to the asset impairment

Sales and Marketing The results for the year ended December 31 2012 reflect an increase in sales and marketing expense of

$7.3 million or 8.2% as compared to the year ended December 31 2011 The increase in sales and marketing expense
in 2012

as compared to the prior year period was primarily driven by an increase of $4.9 million in personnel related expenses primarily

salaries bonus benefits and severance ii an increase of $3.8 million related to marketing programs
and initiatives and iii$1 .1

million in increased occupancy costs The increases were partially offset by reductions ofi $1.3 million ofnon-cash compensation

ii $0.7 million in recruiting expenses and iii$0.4 million in travel and entertainment spending

General and Administrative The results for the year ended December 31 2012 reflect an increase in general and administrative

expense of $9.8 million or 24.0% as compared to the year
ended December 31 2011 The increase in general and administrative

expense in 2012 as compared to the prior year period was primarily driven by an increase of $5.9 million of professional

services related to the strategic review improvement in infrastructure as well as legal tax and audit services ii an increase of

$3.8 million in headcount-related expenses primarily salaries bonus and benefits and iiian increase of$l .7 million in system

support and maintenance costs driven by system improvements and additional licenses to accommodate increased headcount The

increases were partially offset by reductions of $1.1 million of non-cash compensation and $0.3 million of office expense

Capitalized Software Impairment In conjunction with the strategy review conducted during the second quarter of 2012

management initiated company-wide evaluation of its internal systems As result of this initiative management decided to

replace certain server-based systems with SaaS-based solutions resulting in an impairment of certain internal-use capitalized

software Accordingly we recorded an impairment loss on capitalized software of $8.7 million including incremental costs of

$0.3 million representing amounts paid to the vendor to terminate the contractual relationship for the year ended December 31

2012 which is presented separately on the Consolidated Statement of Operations

Non-Operating Expenses

The following table presents the components of non-operating expenses for the year
ended December 31 2012 compared to the

year ended December 31 2011

Year Ended December 31 Increase Increase

2012 2011
Decrease Decrease

Interest expense 6435 10645 4210 39.5%

Amortization of debt issuance costs 740 1369 629 45.9%

Otherincomenet 1870 3123 1253 40.1

Interest Expense Interest expense for the year ended December 31 2012 decreased by $4.2 million or 39.5% compared to the

year ended December 31 2011 The decrease was primarily driven by the expiration of the interest rate swap as of June 30 2012

and lower outstanding debt balance due to repayments of $49.6 million of our outstanding debt on our First Lien Credit Facilty

Amortization of Debt Issuance Costs Amortization of debt issuance costs for the year ended December 31 2012 decreased by

$0.6 million or 45.9% as compared to the prior year period The decrease was driven by the amortization of certain debt issuance

costs related to the proportionate amounts of debt that were repaid

Other Income Net The major components of other income net are fair value adjustments to our interest rate swap and foreign

currency transaction gains and losses Other income net for the year
ended December 31 2012 was $1.9 million an increase of

48



iibe of Contents

$1.3 million or 40.1% This was primarily driven by decrease of$1.5 million in the fair value of our interest rate swap liability

and $0.3 million in foreign currency transaction gains

Other income net for the year ended December31 2011 was $3.1 million primarily driven by the decrease of $4.2 million in the

fair value of our interest rate swap liability partially offset by $0.9 million in foreign currency transaction losses

Income Tax Benefit Expense

For the year ended December 31 2012 our income tax benefit totaled $10.2 million representing an effective tax rate of

37.0% For the year ended December31 2011 our income tax expense totaled $1.2 million representing an effective tax rate

of 3970.2% The differences between our effective tax rates and the U.S statutory income tax rate of 35% resulted primarily

from stock-based compensation expense other non-deductible expenses state income taxes foreign income taxes and research

and development tax credits The 2011 effective tax rate resulted from our pre-tax loss $31 thousand relative to non
deductible expenses for tax purposes primarily stock-based compensation

Comparison of the Years Ended December31 2011 and 2010

Revenue

Total revenue increased to $213.5 million for the year ended December31 2011 from $184.3 million for the year ended December

31 2010 The following table sets forth revenues by principal market for the year ended December 31 2011 compared to the year

ended December 31 2010 the percentage increase or decrease between those periods and the percentage of total revenue that

each principal market represented for those periods

Revenue

Years Ended Years Ended
December 31 Increase Increase December31

2011 2010 2011 2010

94588 82767 11821 14.3% 44.3% 44.9%

15159 22.1% 39.2% 37.2%

1578 4.8%

614 100.0%

16.2% 17.9%

0.3%

213504 184332 29172 15.8% 100% 100%

Enterprise The results for the year ended December31 2011 reflect an increase in Enterprise principal market revenue of$ 11.8

million or 14.3% as compared to the year ended December 31 2010 The increase in Enterprise revenue in 2011 as compared to

the prior year was driven by an increased customer base larger contract values for new customers as well as higher exchange

utilization This activity reflects the wider adoption of our services across customers organizations We attribute this growth to

our increased investment in Enterprise-related product development initiatives additional sales headcount and marketing resources

dedicated to this market

MA The results for the year ended December31 2011 reflect an increase in MAprincipal market revenue of$ 15.2 million

or 22.1% as compared to the year ended December 31 2010 The increase in MA revenue in 2011 as compared to the prior

year reflects higher volume of business transactions during year ended December 31 2011 compared to the prior period as

well as our believed capture of market share from our competition and wider geographic focus through new markets

DCM The results for the year ended December 31 2011 reflect an increase in DCM principal market revenue of $1.6 million

or 4.8% as compared to the year ended December31 2010 The increase in DCM revenue was primarily driven by the improved

overall market conditions specific to DCM and as result we experienced greater service utilization and higher subscription

overages

Other Revenue The results for the
year ended December 31 2011 included $0.6 million of business interruption insurance

proceeds received during the period as result of claim filed for lost revenue from an interruption to our operations caused by

water damage to one of our primary facilities from fire on floor above There were no comparable amounts received or recorded

during the prior year comparable period

Cost of Revenue and Gross Margin

Enterprise

MA
DCM

Other Revenue

Total Revenues

83763

34539

68604

32961

614
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The following table presents cost of revenue gross profit and gross margin for the year ended December31 2011 compared to

the year ended December 31 2010

Year Ended December 31 Increase Increase

2011 2010
Decrease

Cost of revenue 56385 47496 8889 18.7%

Gross profit
157119 136836 20283 14.8%

Gross margin 73.6% 74.2% O.6%

The results for the year ended December 31 2011 reflect an increase in cost of revenue of $8.9 million or 18.7% as compared

to the year ended December 31 2010 The increase in cost of revenue in 2011 as compared to the prior year was attributed

primarily to an increase of $2.7 million in amortization of capitalized software costs reflecting an expanded product portfolio

ii an increase of $2.0 million in headcount-related expenses primarily salaries required to support our revenue growth iiian

increase of $0.9 million in hosting costs to support revenue growth continued data capacity needs and the establishment of new

hosting location in the United Kingdom iv $0.7 million increase in rent costs primarily due to the expansion of our facility in

Charlestown Massachusetts to support our growing employee base and an increase of $0.3 million in recruitment charges to

support growth plans Cost of revenue as percentage of revenue was 26.4% for the year ended December 31 2011 compared

to 25.8% for the year ended December 31 2010 driving decrease in gross margin of 0.6 percentage points for the year
ended

December 31 2011

Total operating expenses for the year ended December31 2011 increased by approximately $22.6 million or 18.0% as compared

to the year ended December 31 2010

The following table presents the components of operating expenses for the year
ended December 31 2011 compared to the year

ended December 31 2010

Year Ended December31
Increase Increase

2011 2010

Product development 18579 17953 626 3.5%

Sales and marketing 88872 79251 9621 12.1%

General and administrative 40808 28435 12373 43.5%

Total operating expenses
148259 125639 22620 18.0%

Product Development The results for the year ended December 312011 reflect 3.5% increase in product development expense

of $0.6 million as compared to the year
ended December 31 2010 The increase in product development expense in 2011 as

compared to the prior year was primarily driven by an increase of $2.0 million in headcount-related expenses in line with our

plan to continue to invest in our expanded product portfolio and an increase of $0.8 million in rent costs primarily due to the

expansions of our office locations to support our growing employee base This increase was partially offset by $2.3 million of

additional development expense on launched platforms and commencement ofvarious development initiatives that were capitalized

in accordance with our accounting policies Product development expense as percentage of revenue was 8.7% and 9.7% for the

years
ended December 31 2011 and 2010 respectively

Total product development costs comprise both capitalized software and product development expense See below for

summary of product development costs for the years
ended December 31 2011 and 2010
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Year Ended December31
Increase Increase

2011 2010

Capitalized software 18718 16128 2590 16.1%

Product development expense 18579 17953 626 3.5%

Total product development costs 37297 34081 3216 9.4%

For the year ended December31 2011 product development costs totaled $37.3 million comprised of$ 18.7 million of capitalized

software related to product development enhancements and $18.6 million in product development expense For the year ended

December 31 2010 product development costs totaled $34.1 million comprised of $16.1 million of capitalized software related

to product development enhancements and $18.0 million of product development expense The increase in total product

development costs of $3.2 million or 9.4% reflects additional development expense on launched platforms and commencement

of various development initiatives as well as expansions of our office locations to support our growing employee base Total

product development cost as percentage of revenue was 17.5% for the year ended December 31 2011 compared to 18.5% for

the year ended December 31 2010

Sales and Marketing The results for the year ended December 31 2011 reflect an increase in sales and marketing expense of

$9.6 million or 12.1% as compared to the year ended December 31 2010 The increase in sales and marketing expense in 2011

as compared to the prior year was primarily driven by an increase of $5.1 million in headcount-related expenses primarily

salaries bonus and benefits which is partially offset by decrease in recruiting costs of $0.4 million as result oftiming of new-

hires within the sales organization and less reliance on outside recruiting consultants ii an increase of $1.8 million related to

marketing programs tied to specific initiatives and brand awareness and iiian increase of $3.4 million in sales commission

expense which reflects both the higher level of sales achieved during the period by our internal sales representatives and our

channel partners as well as the impact of the revised 2011 commission plan for our internal sales representatives as compared to

the 2010 plan Sales and marketing expense as percentage of revenue was 41.6% for the year ended December 312011 compared

to 43.0% for the year ended December 31 2010

General andAdministrative The results of the year ended December 31 2011 reflect an increase in general and administrative

expense of$1 2.4 million or 43.5% as compared to the year ended December 312010 The increase in general and administrative

expense in 201 as compared to the prior year was primarily driven by an increase of $2.8 million in headcount-related

expenses primarily salaries reflecting additional headcount necessary to support the growth strategy of our business and our

public company status ii an increase of $3.0 million in stock-based compensation costs iii an increase of $2.2 million in

professional services to support international expansion and improvements in business systems iv an increase of $0.7 million

in insurance costs primarily for directors and officers insurance coverage and an increase of $1.2 million in company-wide

internal software license and maintenance costs driven by system improvements and additional licenses to accommodate increased

headcount General and administrative
expense as percentage of revenue was 19.1% for the year ended December 31 2011

compared to 15.4% for the year ended December 31 2010

Non-Operating Expenses

The following table presents the components of non-operating expenses for the year ended December 31 2011 compared to the

year ended December 31 2010

Year Ended December 31 Decrease Increase

Decrease
2011 2010

Interest
expense 10645 24724 14079 56.9%

Amortization of debt issuance costs 1369 3084 1715 55.6%

Loss on extinguishment of debt 4974 4974 100.0%

Other income net 3123 2722 401 14.7

Interest Expense Interest expense for the year ended December 31 2011 decreased by $14.1 million or 56.9% as compared

to the
year ended December 31 2010 The decrease was primarily driven by the use of net proceeds from our initial public stock

offering in August 2010 and follow-on public stock offerings in December 2010 and April 2011 to repay total of $206.1 million

of our outstanding debt Interest expense represented 5.0% and 13.4% of total revenue for the years
ended December 31 2011

and 2010 respectively In our Consolidated Statements of Operations interest
expense

is shown net of interest income Interest

income for the years ended December 31 2Olland 2010 was not material
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Amortization of Debt Issuance Costs Amortization of debt issuance costs for the year ended December 31 2011 decreased by

$1.7 million or 55.6% as compared to the year ended December 31 2010 primarily due to acceleration of amortization of $0.7

million in 2010 representing the pro rata share of the original debt issuance costs incurred during the 2007 merger transaction as

it relates to the portion of debt that was paid down during year ended December 31 2010 In addition to the acceleration of the

original debt issuance costs we also incurred $0.5 million in issuance costs during the year ended December 31 2010 related to

the amendment of the First and Second Lien Credit Facilities which allowed us to change the priority of repayment and use the

net proceeds from our initial public offering to first reduce outstanding indebtedness under the P1K Loan with portion of the

remaining proceeds applied to Tranche and of the Second Lien Credit Facility on pro rata basis Amortization of debt

issuance costs for the years ended December 31 2011 and 2010 was approximately 0.6% and 1.7% of total revenue respectively

Loss on Extinguishment ofDebtDuring the year ended December 312010 we recorded $5.0 millionas loss on extinguishment

of debt which included 4% prepayment penalty on the P1K Loan totaling $4.1 million $0.7 million in accelerated recognition

of original issuance costs and $0.2 million in issuance costs related to the amendment ofthe First and Second Lien Credit Facilities

No comparable costs were incurred during the year ended December 31 2011

Other Income Expense Net The major component of Other income expense net is the fair value adjustment to our interest

rate swap Other income net for the year ended December 31 2011 was $3.1 million primarily driven by decrease of $4.2

million in the fair value of our interest rate swap liability partially offset by $0.9 million in foreign currency transaction losses

Other income net for the year ended December 31 2010 was $2.7 million primrily consisted of $2.8 million gain on our

interest rate swap

Income Tax Benefit Expense

For the year ended December 31 2011 our income tax expense totaled $1.2 million representing an effective tax rate of

3970.2% The 2011 effective tax rate resulted from the magnitude of our pre-tax loss relative to non-deductible expenses for

tax purposes Our 2011 pre-tax loss was $31 thousand while taxable income was approximately $20.0 million Comparatively

for the year ended December31 2010 our income tax benefit totaled $6.4 million representing an effective tax rate of 34.1%

Our 2010 pre-tax book loss was $18.8 million and we reported taxable loss of $6.4 million The differences between our

effective tax rates and the U.S statutory income tax rate of 35% resulted primarily from stock-based compensation expense

other non-deductible expenses state income taxes foreign taxes and research and development tax credits

Quarterly Results of Operations

The following tables set forth selected unaudited quarterly statements of operations data for the eight quarters ended December

31 2012 The information for each of these quarters has been prepared on the same basis as the audited consolidated financial

statements included elsewhere in this Form 10-K and in the opinion of management includes all adjustments necessary for the

fair presentation of the results of operations for these periods This data should be read in conjunction with our audited consolidated

financial statements and related notes included elsewhere in this Form 10-K These quarterly operating results are not necessarily

indicative of our operating results for any future period
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The table below provides reconciliation between the non-U.S GAAP financial measure ofAdjusted EBITDA discussed

above to the comparable U.S GAAP measure of net loss income For additional details regarding non-GAAP disclosures

refer to Non-GAAP Financial Measures contained elsewhere within this Item 7- Managements Discussion andAnalysis of

Financial Condition and Results of Operations

In Thousands

Except Share and

per Share

Amounts

Consolidated

Statement of

Operations Data

March 31 June 30 September 30 December 31 March 31 June 30 September 30 December 31
2011 2011 2011 2011 2012 2012 2012 2012

Enterprise 24044 22583 24502 23459 23261 23364 23822 24170

MA 20276 20990 21548 20949 19977 21483 23905 26.240

DCM 7980 9763 8269 8527 7547 8918 7026 6954

Other revenue 107 507

Total revenue 52407 53336 54826 52935 50785 53765 54753 57364

Cost of revenue

Gross profit

Gross profit margin

Operating expenses

Product

development

Sales and marketing

General and

administrative

Impairment of

capitalized software

Total operating

expenses

Income loss from

operations

Interest expense

Amortization of

debt issuance costs

Other income

expense net

Net Income loss
before income tax

Income tax benefit

expense

Net Income loss

djusted EBITDA

Adjusted EBITDA
margin

13616 14137 14439 14193 15505 16222 15209 15419

38791 39199 40387 38742 35280 37543 39544 41945

74.0% 73.5% 73.7% 73.2% 69.5% 69.8% 72.2% 73.1%

6068 5036 3587 3888 4440 5274 5359 6019

21243 22484 23734 21411 24392 22742 23526 25539

9826 9617 10292 11073 12165 14194 12453 11796

8377 338

37137 37137 37613 36372 40997 50587 41338 43692

1654 2062 2774 2370 5717 13044 1794 1747

2993 2602 2552 2498 2136 1938 1171 1190

367 574 214 214 191 223 177 149

1928 1134 515 576 1238 447 689 392

222 20 507 234 6806 15652 2453 2694

261 13 1271 2731 1222 6623 1194 1185
483 764 2497 5584 9029 1259 1509

15783 16379

30.1% 30.7%

18022 16070 7064 8452 10567 11231

32.9% 30.4% 13.9% 15.7% 19.3% 19.6%
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Net income loss

Interest expense

Income tax benefit

expense

Depreciation and

amortization

Amortization of

intangible assets

Stock-based

compensation

expense

Impairment on

capitalized software

Amortization of

debt issuance costs

Other income

expense net

Costs related to

public stock

offerings

Non-GAAP

adjusted EBITDA

Seasonality

367 574 214

1928 1134 515

54

8377

214 191 223

576 1238 447

338

177 149

689 392

Renewal dates for our subscription contracts are typically spread over the course of the year though we generally experience

greater concentration of renewals in the second and fourth fiscal quarters However since our revenues are recognized ratably

over the related service period and contracts are generally invoiced in advance either annually or on quarterly basis over the

contract period the impact on our revenue is not material

Cash Flows

Year ended December 31

2012 2011 2010

43798 46694 50467

35186

304

2896 3773 19986

Cash flows provided by operating activities during the year
ended December 31 2012 were $35.2 million primarily as result

of $31.7 million in cash generated by operations and net increase in our operating assets and liabilities of $3.5 million The net

increase in operating assets and liabilities primarily consisted of an increase of $4.8 million of accrued expenses and other

liabilities primarily driven by bonus commissions and severance partially offset by ii decrease of $0.5 million of accounts

payable due to the timing of payments and iii$1.2 million increase in prepaid expenses and other current assets primarily related

to contractual obligations and securing more favorable vendor pricing Additionally cash flows provided by operating activities

during the year ended December 31 2012 consisted of net loss of $17.4 million plus the impact of non-cash items including

amortization of intangible assets of $25.8 million depreciation and amortization of $18.6 million impairment on capitalized

software of $8.7 million and non-cash stock-based compensation of $6.6 million partially offset by gain on the interest rate

swap of $1.5 million

March 31 June 30 September 30 December 31 March 31 June 30 September 30 December 31

2011 2011 2011 2011 2012 2012 2012 2012

483 764 2497 5584 9029 1259 1509

2993 2602 2552 2498 2136 1938 1171 1190

261 13 1271 2731 1222 6623 1194 1185

4948 5256 5197 4598 4279 4491 4732 5065

7156 7159 7157 7158 7157 6937 5834 5846

1972 1899 2894 1943 1345 1691 1795 1729

15783 16379 18022 16070 7064 8452 10567 11231

Cash and cash equivalents

Cash provided by operating activities

Cash used in investing activities

Cash used in provided by financing activities

Effect of exchange rates on cash and cash equivalents

Net decrease increase in cash and cash equivalents

Operating Activities

22552

15226

54726

59953

1455

35564

19541

3961
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Cash flows provided by operating activities during the year ended December 31 2011 were $54.7 million primarily as result

of $53.0 million in cash generated by operations and net increase in our operating assets and liabilities of $1.7 million This net

increase in operating assets and liabilities primarily consisted of $2.7 million increase in accounts receivable offset by $2.4

millionincrease in deferred revenue primarily driven by an increase in business activity for the period resulting in higher invoicing
and ii an increase of$1 .9 million in accrued expenses and other liabilities primarily driven by timing of payments Additionally

cash flows provided by operating activities during the year ended December 31 2011 consisted of net loss of $1.2 million plus

the impact of non-cash items including amortization of intangible assets of $28.6 million depreciation and amortization of $20.0

million non-cash stock-based compensation of $8.7 million and an unrealized gain on the interest rate swap of $4.2 million

Cash flows provided by operating activities during the year ended December 31 2010 were $35.6 million primarily driven by

$40.8 million in cash generated by operations partially offset by net decrease in our operating assets and liabilities of $5.2

million This net decrease in operating assets and liabilities primarily consisted of an $11.7 million increase in accounts

receivable partially offset by $11.4 million increase in deferred revenue driven by an increase in business activity during the

period ii $4.7 million decrease in accounts payable due to the timing of payments iii $3.1 million increase in prepaid

expenses and other assets primarily related to the timing of contractual and statutory obligations offset by iv an increase of $2.7

million of accrued expenses and other liabilities driven by the timing of payments Cash flows provided by operating activities of

$35.6 million were inclusive of net loss of$12.4 million offset by total non-cash charges of $53.2 million Significant non-cash

adjustments to net loss included amortization of intangible assets of $28.7 million ii depreciation and amortization of$17.0

million iiinon-cash interest
expense totaling $5.6 million iv $5.0 million loss on extinguishment of debt $4.2 million

of stock-based compensation expense and vi $3.0 million in amortization of debt issuance costs offset by vii change in

deferred taxes of $7.9 million and viii an increase in the fair value of our interest rate swap of $2.8 million

Investing Activities

Cash used in investing activities for the years ended December 31 2012 2011 and 2010 was $22.6 million $60.0 million and

$19.5 million respectively Cash used in investing activities included purchases of investments during the years ended December

31 2012 2011 and 2010 which totaled $37.4 million $40.1 million and $4.3 million respectively and consisted primarily of

commercial
paper and corporate bonds Maturity of investments during the years ended December31 20122011 and 2010 totaled

$41.2 million $4.0 million and $7.8 million respectively Cash used in investing activities related to capital expenditures for

infrastructure during the years ended December 31 2012 2011 and 2010 was $8.0 million $5.1 million and $6.9 million

respectively

Investments in capitalized software development costs for the years ended December31 2012 2011 and 2010 were $18.0 million

$18.7 million and $16.1 million respectively We anticipate capital expenditures and investments in our software development

may increase in future periods in line with our growth strategy Capital expenditures including capital software are currently

restricted to $35.0 million on an annual basis under the covenants of our First Lien Credit Facility That amount will be increased

or decreased by the under or over spend respectively compared to the base amount from the prior year The annual maximum
capital expenditure limit may be further increased at our option by borrowing 25% of our capital expenditure availability from

the succeeding year

Financing Activities

Cash flows used in financing activities for the year ended December 31 2012 were $15.2 million primarily due to $15.9 million

of debt repayments including our mandatory quarterly debt repayments and the voluntary prepayment on our First Lien Credit

Facility made in April 2012

Cash flows provided by financing activities for the year ended December31 2011 were $1.5 million primarily consisting of $2.6

million in proceeds from the issuance of common stock upon exercises of stock options and pursuant to our ESPP as well as $35.0

million received in connection with our successful follow-on public stock offering that closed in April 2011 The cash received

was partially offset by $35.7 million of debt repayments made during the year ended December31 2011 including our mandatory

quarterly debt repayments and the voluntary prepayment on our First Lien Credit Facility using the net proceeds from our April

2011 follow-on public stock offering Additionally during the year ended December 31 2011 we incurred $0.5 million of costs

associated with our public offerings
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The First Lien Credit Facility provided for term loans in the aggregate principal amount of$135.0 million Prior to June 302011

each quarterly installment payment was equal to $0.3 million The terms of our First Lien Credit Agreement require any voluntary

prepayment of our term loans to be applied on pro rata basis to each scheduled installment of principal As of June 30 2011 the

quarterly installment payments decreased to $0.2 million as result of the voluntary prepayment made in April 2011 Each principal

payment is due on the last day of each quarter commencing with the quarter ended September 30 2007 and continuing for 27

quarterly installments with the balance due in final installment on June 15 2014 Additionally the First Lien Credit Facility

includes requirement for mandatory prepayments of 50% of our excess free cash flow as measured on an annual basis Excess

free cash flow is generally defined as our adjusted EBITDA less debt service costs capital expenditures current income taxes

paid and any cash security deposits made in respect of leases for office space as adjusted for changes in our working capital As

result of our fiscal 2009 excess free cash flow we made mandatory prepayment on April 2010 of approximately $1.2 million

In line with the terms of the First Lien Credit Agreement an excess cash flow mandatory prepayment was not required for fiscal

years 2011 and 2012 due to our Consolidated Leverage Ratio as defined in the credit agreement being less than 3.25 at December

31 2011 and 2012

The term loans under the First Lien Credit Agreement as amended bear interest at the higher of the Eurodollar Rate as defined

in the credit agreement or 1.50% plus 4.25% per annum resulting in an interest rate of 5.75% at December 31 2012 Interest

payments on the First Lien Credit Facility are due on the last business day of each month The First Lien Credit Facility also

provides for $15.0 million revolving line of credit of which $12.9 millionwas unused as of December31 2012 As of December

31 2012 $1.3 million of the revolving line of credit was reserved for standby letters of credit for several of our operating lease

agreements
related to our various office locations Additionally $0.8 million of the revolving line of credit was reserved for

standby letter of credit related to our corporate charge card utilized by executives and certain other employees

The First Lien Credit Facility is secured by security interests and liens against all of our assets including pledge of 100% of the

equity interests in our domestic subsidiaries and an obligation to pledge 65% ofthe equity interests in our direct foreign subsidiaries

All obligations under the First Lien Credit Facility are unconditionally guaranteed by our direct and indirect domestic subsidiaries

These guarantees are secured by substantially all the present and future property of the guarantors

Additionally in July 2007 we entered into an interest rate swap agreement to fix the interest rate on our variable rate debt at 5.43%

on beginning notional amount of$l 70.0 million The notional amount amortized over the period ended June 30 2012 In March

2009 in conjunction with the elections made on the First and Second Lien Credit Facilities variable rate bases from three-month

LIBOR to one-month LIBOR and quarterly interest payments to monthly we amended the interest rate swap agreement to mirror

the terms of the First and Second Lien Credit Facilities The fixed rate payable on the interest rate swap was also revised from

5.43% to 5.25% which was the rate in effect at June 30 2012 and 2011 The variable rate receivable is based on one-month

LIBOR Our interest rate swap agreement matured on June 30 2012 We recognized gain on the interest rate swap of$1455 in

2012 that is included in Other income net on the Consolidated Statement of Operations

Cash paid for interest during the years ended December31 2012 2011 and 2010 was $6.4 million $10.7 million and $19.9 million

respectively

Due to the continued positive operating performance of our business we have not needed to borrow additional amounts under our

credit facilities or obtain additional financing to fund our operations and capital expenditures

Covenants

The borrowings under the First Lien Credit Facility are subject to certain affirmative and negative covenants both financial and

non-financial These covenants include the timely submission of unqualified audited financial statements to the lender as well as

customary restrictions on certain activities including the following which are subject to lender approval with certain exceptions

incurring additional indebtedness other than in the normal course of business

creating liens or other encumbrances on our assets

engaging in merger or acquisition transactions

capital expenditures

making investments and

entering into asset sale agreements or paying dividends or making distributions on and in certain cases repurchasing our

stock

As it relates to capital expenditures the terms of our First Lien Credit Facility limit us to consolidated capital expenditures

including amounts related to capitalized software of $35.0 million per year
which is increased or decreased by the under or over

spend respectively compared to the base amount from the prior year
The annual maximum capital expenditure limit may be

further increased at our option by borrowing 25% from the succeeding year For the year
ended December 312012 our maximum

capital expenditures limit after considering the adjustments described above was $40.6 million of which $24.2 million was

utilized
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Additionally in order to borrow against the revolving line of credit under the First Lien Credit Facility our senior secured debt to

Consolidated EBITDA ratio as defined under the First Lien Credit Facility for the trailing four quarters must be less than 6.5 to

1.0 as of the last day of each fiscal quarter through the maturity date Our senior secured debt to Consolidated EBITDA ratio at

December 31 2012 was 2.01

We were in compliance with all of our financial and non-financial covenants as of December 31 2012 These agreements also

contain customary events of default including but not limited to cross-defaults among these agreements Although we currently

expect to remain in compliance with these existing covenants any breach of these covenants or change in control could result

in default and subsequent cross-defaults under our credit agreements which could cause all of the outstanding indebtedness to

become immediately due and payable and terminate all commitments from our lenders to extend further credit

Liquidity and Capital Resources

We currently use the net cash generated from operations to fund our working capital needs and our capital expenditure requirements

Our available financing arrangements include $15.0 million revolving line of credit of which $12.9 million is available to us as

of December 31 2012 At December 31 2012 we had approximately $43.8 million in cash and cash equivalents $31.5 million

in short-term investments and $37.7 million in accounts receivable net of allowance for doubtful accounts and credit reserve

We believe that we have sufficient cash resources to continue operations for at least the next 12 to 24 months

In connection with our initial public stock offering in August2010 and the exercise by the underwriters ofthe related over-allotment

option shortly thereafter we received total net proceeds of approximately $144.8 million after deducting underwriting discounts

and commissions In December 2010 in connection with our follow-on public stock offering we received net proceeds of $38.0

million after deducting underwriting discounts and commissions In April 2011 in connection with our follow-on public stock

offering we received net proceeds of$34.6 million after deducting underwriting discounts and commissions We used substantially

all of the net proceeds from our public stock offerings to repay indebtedness We used the net proceeds from our initial public

stock offering to first reduce our outstanding indebtedness under the P1K Loan with portion of the remaining proceeds as well

as the proceeds from the underwriters exercise of their over-allotment option to repay Tranche and Tranche of the Second

Lien Credit Facility on pro rata basis The net proceeds from the December 2010 follow-on public stock offering were used to

pay the remaining outstanding balance of the Second Lien Credit Facility The net proceeds from the April 2011 follow-on public

stock offering were used to prepay portion of the amount outstanding under our First Lien Credit Facility Subsequently in April

2012 we voluntarily repaid $15.0 million of outstanding indebtedness This overall reduction of our outstanding indebtedness has

significantly reduced the total interest expense we expect to pay on our outstanding indebtedness in future periods

The credit markets have experienced disruption that reached unprecedented levels during late 2008 and 2009 and more recently

in 2011 The disruption in the financial markets has affected some of the financial institutions with which we do business

continued sustained decline in the stability of these financial institutions could adversely affect our access to financing as well

as our revenue growth due to our customer base in the DCM and MAmarkets Additionally if the national or global economy

or credit market conditions in general were to deteriorate further it is possible that those changes could adversely affect our credit

ratings among other things which could have material adverse effect on our ability to obtain external financing or to refinance

our existing indebtedness

Our corporate credit ratings and rating agency outlooks as of December 31 2012 are summarized in the table below

Rating Agency Rating Outlook

Moodys Stable

Standard Poors Stable

Credit rating agencies review their ratings periodically and therefore the credit rating assigned to us by each agency may be subject

to revision at any time Factors that can affect our credit ratings include changes in our operating performance the economic

environment our financial position conditions in any of our principal markets and changes in our business strategy If weak

financial market conditions or competitive dynamics cause any
of these factors to deteriorate we could see reduction in our

corporate credit rating

On May 16 2012 Standard Poors Rating Services placed all of our credit ratings including our BB- corporate credit rating

on CreditWatch with negative implications Subsequently on August 172012 the Standard Poors Rating Services lowered our

corporate credit rating from BB- to with stable outlook The stable outlook reflects significant level of recurring base

revenues good channel partner relationships and conservative financial policy We will continue the steadfast execution of our

strategic growth plan and remain committed to maintaining strong credit rating
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Changes in our credit rating could adversely impact the interest rates on our First Lien Credit Facility However for so long as

our corporate credit rating is at least BI stable from Moodys and at least stable from Standard Poors our Eurodollar

rate margin will be 4.25% If our credit rating were to further decline our Eurodollar rate margin would increase to 4.50%

Contractual Obligations and Commitments

The following table sets forth as of December 31 2012 certain significant cash obligations that will affect our future liquidity

tal
Less than 35 More than

year Years Years years

Long-term debt including current portion 76268 1030 75238

Interest on long-term debt 6832 4568 2264

Operating leases 25790 4657 7251 5072 8810

Third-party hosting commitments 5381 4730 651

Other contractual commitments including interest 2496 1232 1264

Total 116767 16217 86668 5072 8810

Long-Term Debt and interest on Long- Term Debt

Interest on long-term debt consists of expected interest payments on the First Lien Credit Facility through its maturity date June

15 2014 based on assumptions regarding the amount of debt outstanding and assumed interest rates The assumed interest rate

on the First Lien Credit Facility was 5.75% representing 1.50% LIBOR floor plus 4.25% spread

Other Financing Arrangements

In June2011 we entered into financing arrangement in the amount of $1.2 million for third-party software including financing

costs of $0.1 million to be repaid over term of 49 months In December 2011 we entered into second financing arrangement

for licensing and support of internal systems in the amount of $0.2 million to be repaid over term of 25 months

In August 2012 we entered into financing arrangement in the ordinary course of business to purchase directors and officers or

DO insurance in the amount of $0.8 million of which $0.6 million was to be repaid over term of months

Operating Leases and Third-party Hosting Commitments

Our principal executive office in New York New York occupies approximately 66832 square feet This space is comprised of

43304 square feet that are subject to lease agreement that expires in July 2021 and 23528 square feet that are subject to

sublease agreement that expires in December 2013 In addition our facility in Charlestown Massachusetts occupies 36557 square

feet under lease that expires in December 2015

We also maintain space in Amsterdam London Paris Chicago Sªo Paulo Frankfurt Sydney and San Francisco for our sales and

services activities We believe that our facilities are adequate for our current needs however we may obtain additional office

space to house additional services personnel in the near future and we may require other additional office space as our business

grows

Our commitments to our third-party hosting provider expire in December 2015 Our hosting obligations are largely impacted by

service expansion requirements in line with the growth of our business

Uncertain Tax Positions

Tax reserves for uncertain tax positions excluding interest and penalties totaled $3.3 million and $3.2 million at December 31

2012 and December 31 2011 respectively They are included in Other long term liabilities on our consolidated balance

sheet We do not expect the balance of unrecognized tax benefits to significantly increase or decrease over the next twelve

months We are not able to reasonably estimate when we would make cash payments required to settle these liabilities beyond

the next twelve months however we do not believe that the ultimate settlement of our obligations will materially affect our

liquidity
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Off-Balance Sheet Arrangements

We do not currently have and did not have during the periods presented any off-balance sheet arrangements as defined under

SEC rules such as relationships with unconsolidated entities or financial partnerships which are often referred to as structured

finance or special purpose entities established for the purpose of facilitating financing transactions that are not required to be

reflected on our consolidated balance sheets

ITEM 7A QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The following discussion should be read together with our consolidated financial statements and related notes to consolidated

financial statements included elsewhere in this Annual Report on Form 10-K

Interest Rate Sensitivity

Term loans under the First Lien Credit Agreement as amended bear interest at the higher of the Eurodollar Rate or 1.5% plus

4.25% per annum Although the interest on our First Lien Credit Facility is defined as variable the existence of the Eurodollar

Rate floor of 1.5% has caused us in recent years to not be subject to market risks related to fluctuations in interest rates because

the Eurodollar Rate has been considerably lower than 1.5% lfthe Eurodollar Rate were to rise above 1.5% our results ofoperations

specifically interest
expense on the First Lien Credit Facility would be subject to market risk

Changes in our credit rating could adversely impact the interest rates on our First Lien Credit Facility However for so long as

our corporate credit rating is at least stable from Moodys and at least stable from Standard Poors our Eurodollar

rate margin will be 4.25% If our credit rating were to further decline our Eurodollar rate margin would increase to 4.50%

On June 30 2012 our interest rate swap matured However the fair value of the interest rate swap was measured each reporting

period and included credit valuation adjustment that reflected consideration of our credit risk since the interest rate swap was

in liability position The fair value measurement of the swap fluctuated considerably from period-to-period due to volatility in

underlying interest rates which were driven by market conditions and the duration ofthe swap In both ofthe years ended December

31 2012 and 2011 10% increase or decrease in interest rates would have resulted in an increase or decrease of $0.2 million to

Other income expense net within our consolidated statement of operations

The primary objectives of our investment activities are to preserve principal provide liquidity and maximize income without

significantly increasing risk Some of the securities we invest in are subject to market risk This means that change in prevailing

interest rates may cause the value of the investment to fluctuate To minimize this risk we maintain our portfolio of cash and cash

equivalents and short-term investments in variety of securities including money market funds certificates of deposit U.S

treasuries commercial paper and corporate debt securities 10% decrease in interest rates in the years ended December 31 2012

and 2011 would not have had material impact on total dollar basis on our interest income during those periods respectively

due to the immateriality of the interest income generated by our investments during those periods

Foreign Currency Exchange Risk

During the year ended December 31 2012 approximately 39% of our revenues were generated from sales across more than 60

countries outside of the United States Our results of operations and cash flows are subject to fluctuations in foreign currency

exchange rates particularly between the U.S Dollar Pound Sterling and Euro During the year ended December 31 2012 and

2011we incurred foreign currency transaction gain of $0.3 million and loss of $0.9 million in those respective periods

The debt crisis in Europe has resulted in uncertainty with the stability of the Euro Efforts to prevent the collapse of Euro member

economies have proven effective and continued progress is apparent in early 2013 With significant portion of our revenue being

generated in Europe our European operations are subject to risk if the Euro were to be devalued For example the effect of 10%

devaluation in the Euro on our revenue generating activities in Europe would have resulted in an additional $0.7 million recorded

as loss to our Other income expense net within our consolidated statement of operations for the year ended December 31
2012 Comparatively an appreciation in the Euro of 10% on our revenue generating activities in Europe would have resulted in

an additional $0.7 million recorded as gain to our Other income expense net within our consolidated statement of operations

for the year ended December 31 2012
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In addition significant portion of our revenue generating activities is in the United Kingdom As result 10% devaluation in

the Pound Sterling on our revenue generating activities in the United Kingdom would have resulted in an additional $0.6 million

recorded as gain to our Other income expense net within our consolidated statement ofoperations forthe year ended December

312012 Comparatively an appreciation in the Pound Sterling of 10% on our revenue generating activities in the United Kingdom

would have resulted in an additional 0.6 million recorded as loss to our Other income expense net within our consolidated

statement of operations for the year ended December 31 2012

Inflation Risk

Our monetary assets consisting primarily of cash cash equivalents and investments are not affected significantly by inflation

because they are short-term We believe the impact of inflation on replacement costs of equipment furniture and leasehold

improvements will not materially affect our operations The rate of inflation however affects our cost of revenue and expenses

such as those for employee compensation which may not be readily recoverable in the price of the services offered by us
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REPORT OF INTEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Intralinks Holdings Inc

In our opinion the consolidated financial statements listed in the accompanying index present fairly in all material respects the

financial position of Intralinks Holdings Inc and its subsidiaries at December 31 2012 and December 31 2011 and the results

of their operations and their cash flows for each of the three years in the period ended December 31 2012 in conformity with

accounting principles generally accepted in the United States of America In addition in our opinion the financial statement

schedule listed in the accompanying index presents fairly in all material respects the information set forth therein when read in

conjunction with the related consolidated financial statements Also in our opinion the Company maintained in all material

respects effective internal control over financial reporting as of December 31 2012 based on criteria established in Internal

Control Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission COSO
The Companysmanagement is responsible for these financial statements and financial statement schedule for maintaining effective

internal control over financial reporting and for its assessment of the effectiveness of internal control over financial reporting

included in the Managements Report on Internal Control over Financial Reporting appearing under Item 9A Our responsibility

is to express opinions on these financial statements on the financial statement schedule and on the Companys internal control

over financial reporting based on our audits which were integrated audits in 2012 and 2011 We conducted our audits in accordance

with the standards of the Public Company Accounting Oversight Board United States Those standards require that we plan and

perform the audits to obtain reasonable assurance about whether the financial statements are free of material misstatement and

whether effective internal control over financial reporting was maintained in all material respects Our audits of the financial

statements included examining on test basis evidence supporting the amounts and disclosures in the financial statements

assessing the accounting principles used and significant estimates made by management and evaluating the overall financial

statement presentation Our audit of internal control over financial reporting included obtaining an understanding of internal

control over financial reporting assessing the risk that material weakness exists and testing and evaluating the design and

operating effectiveness of internal control based on the assessed risk Our audits also included performing such other procedures

as we considered necessary in the circumstances We believe that our audits provide reasonable basis for our opinions

companys internal control over financial reporting is process designed to provide reasonable assurance regarding the reliability

of financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted

accounting principles companys internal control over financial reporting includes those policies and procedures that pertain

to the maintenance of records that in reasonable detail accurately and fairly reflect the transactions and dispositions of the assets

of the company ii provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial

statements in accordance with generally accepted accounting principles and that receipts and expenditures of the company are

being made only in accordance with authorizations of management and directors of the company and iiiprovide reasonable

assurance regarding prevention or timely detection of unauthorized acquisition use or disposition of the companys assets that

could have material effect on the financial statements

Because of its inherent limitations internal control over financial reporting may not prevent or detect misstatements Also

projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because

of changes in conditions or that the degree of compliance with the policies or procedures may deteriorate

Is PricewaterhouseCoopers LLP

New York New York

March 11 2013
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IINTRALINKS HOLDINGS INC

CONSOLIDATED BALANCE SHEETS

In Thousands Except Share and per Share Data

December 31 December 31
2012 2011

ASSETS

Current assets

Cash and cash equivalents 43798 46694

Accounts receivable net of allowances of $2927 and $2149 respectively 37667 38895

Investments 31549 36120

Deferred taxes 7469 12711

Prepaid expenses 5474 4238

Other current assets 3518 4567

Total current assets 129475 143225

Fixed assets net 10645 7635

Capitalized software net 26295 30287

Goodwill 215478 215478

Other intangibles net 106750 132233

Other assets 1111 1483

Total assets 489754 530341

LIABILITIES AND STOCKHOLDERS EQUITY

Current liabilities

Accounts Payable 4451 4934

Accrued expenses and other current liabilities 21350 19846

Deferred revenue 40719 40309

Total current liabilities 66520 65089

Longtermdebt 75238 91164

Deferredtaxes 21135 39384

Other long term liabilities 4809 2874

Total liabilities 167702 198511

Commitments and contingencies Note 16

Stockholders equity

Undesignated Preferred Stock $0.00 par value 10000000 shares authorized shares

issued and outstanding as December 31 2012 and 2011

Common Stock $0.00 par value 300000000 shares authorized 55486651 and

54248178 shares issued and outstanding as of December31 2012 and 2011
respectively 55 54

Additional paid-in capital 419618 411781

Accumulated deficit 97436 80056

Accumulated other comprehensive loss income 185 51

Total stockholders equity 322052 331830

Total liabilities and stockholders equity 489754 530341

The accompanying notes are an integral part of these consolidated financial statements
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INTRALINKS HOLDII44GS INC

CONSOLIDATED STATEMENTS OF OPERATIONS

In Thousands Except Share and per Share Data

Year Ended December31

2012 2011 2010

216667 212890 184332

614

216667 213504 184332

62354 56385 47496

154313 157119 136836

21092 18579 17953

96198 88872 79251

50608 40808 28435

8715
_____________ _____________

176613 148259 125639

22300 8860 11197

6435 10645 24724

740 1369 3084

4974

1870 3123 2722

27605 31 18863

10225 1212 6427

17380 1243 12436

0.32 0.02 0.58

0.32 0.02 0.58

54352536 53381655 21310284

54352536 53381655 21310284

The accompanying notes are an integral part of these consolidated financial statements

Revenue

Other Revenue

Total Revenue

Cost of revenue

Gross profit

Operating expenses

Product development

Sales and marketing

General and administrative

Impairment of capitalized software

Total operating expenses

Loss income from operations

Interest expense

Amortization of debt issuance costs

Loss on extinguishment of debt

Other income net

Net loss before income tax

Income tax benefit expense

Net loss

Net loss per common share

Basic

Diluted

Weighted average number of shares used in calculating net loss per share

Basic

Diluted

64



Table of Contents

INTRALINKS HOLDINGS INC

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS INCOME
In Thousands

Net loss

Foreign currency translation adjustments net of tax

Total other comprehensive loss income net of tax

Comprehensive loss

Year Ended December31

2012 2011 2010

17380 1243 12436

236 192 203

236 192 203

17616 1435 12233

The accompanying notes are an integral part of these consolidatedfinancial statements
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INTRALINKS HOLDINGS iNC

CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK
AND STOCKHOLDERS EQUITY

In Thousands Except Share and Per Share Data

Balance at January 2010

Foreign currency
translation adjustment

net of tax

Net loss

Proceeds from initial public and follow-

on offerings including underwriters

overallotment shares net of offering

costs

Conversion of Preferred Stock to

Common Stock

Forfeiture of Restricted Unvested

Common Stock

Exercise of stock options for Common

Stock

Issuance of common stock in

connection with employee stock

purchase plan

Stock-based compensation expense

Balance at December 31 2010

Accumulated

Other

Accumulated Comprehensive

Deficit Loss Income Total

66377 40 114446

203 203

12436 12436

Shares
Amount

Common
Stock

Series

Redeemable

Preferred Common

Stock Stock

35864887 3152669

13980000

35863269 35101716

1618 122143

Series

Redeemable

Preferred

Stock

36

36

Additional

Paid-in

Capital

180744

14 180276

516

210

35

256136

18996

4223

52387374 52 365962

The accompanying notes are an integral part of these consolidated financial statements

180290

516

210

4223

78813 243 287444
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INTRALINKS HOLDINGS INC

CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK
AND STOCKHOLDERS EQUITY

In Thousands Except Share and Per Share Data

Shares Amount

Accumulated

Additional Other

Common Common Paid-in Accumulated Comprehensive

Stock Stock Capital Deficit Loss Income Total

Balance at January 2011 52387374 52 365962 78813 243 287444

Foreign currency translation adjustment net of tax 192 192

Net loss 1243 1243

Proceeds from initial public and follow-on offerings

including underwriters overallotment shares net of

offering costs 1437500 34486 34487

Forfeiture of Restricted Unvested Common Stock 187679 1374 1374

Exercise of stock options for Common Stock 412050 1251 1251

Issuance of common stock in connection with

employee stock purchase plan 127876

Stock-based compensation expense 71057 8708 8708

Balance at December 31 2011 54248178 54 411781 80056 51 331830

The accompanying notes are an integral part of these consolidatedfinancial statements

Amounts may not add due to rounding
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INTRALINKS HOLDINGS INC

CONSOLIDATED STATEMENTS OF CHANGES IN PREFERRED STOCK

AND STOCKHOLDERS EQUITY
In Thousands Except Share and Per Share Data

Balance at January 2012

Foreign currency translation adjustment net of tax

Net loss

Exercise of stock options for Common Stock

Issuance of common stock in connection with employee stock

purchase plan

Issuance of Restricted Common Stock

Stock-based compensation expense

Balance at December 31 2012

481 481

795 795

6561 6561

55 419618 97436 185 322053

The accompanying notes are an integral part of these consolidatedfinancial statements

Amounts may not add due to rounding

AmountShares

Common
Stock

54248178

341764

187417

709292

55486651

Accumulated

Additional Other

Common Paid-in Accumulated Comprehensive

Stock Capital Deficit Loss Income Total

54 411781 80056 51 331830

236 236

17380 17380
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INTRALINKS HOLDINGS INC
CONSOLIDATED STATEMENTS OF CASH FLOWS

In Thousands

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities

Depreciation and amortization

Stock-based compensation expense

Forfeiture of restricted common stock

Amortization of intangible assets

Amortization of deferred costs

Provision for bad debts and customer credits

Loss gain on disposal of fixed assets

Impairment of capitalized software

Change in deferred taxes

Gain on interest rate swap

Currency remeasurement loss gain

Loss on extinguishment of debt

Non-cash interest expense

Changes in operating assets and liabilities

Accounts receivable

Prepaid expenses and other current assets

Other assets

Accounts payable

Accrued expenses and other liabilities

Deferred revenue

Net cash provided by operating activities

Cash flows from investing activities

Business acquisition

Capital expenditures

Reimbursable leasehold improvements

Capitalized software development costs

Purchase of short-term investments

Maturity of short-term investments

Net cash used in investing activities

Cash flows from financing activities

Proceeds from exercise of stock options

Proceeds from issuance of common stock

Offering costs paid in connection with initial public offering and follow-on offerings

Capital lease payments

Payment of financing costs

Proceeds from IPO and follow-on offerings net of underwriting discounts and commissions

Repayments of outstanding financing arrangements

Repayments of outstanding principal on long-term debt

Prepayment penalty on P1K loan

Net cash used in provided by financing activities

Effect of foreign exchange rate changes on cash and cash equivalents

Net decrease increase in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Year Ended December 31

2012 2011 2010

17380 1243 12436

18567

6561

25774

1808

1713

15

8715

13007

1455

388

19999

8708

28630

1472

931

228

1166

4193

318

16982

4223

28741

3084

508

224

7901

2778

4974

5648

690 2692 11662

1213 1804 2479

340 1092 558

490 765 4673

4793 1928 2728

747 2389 11395

35186 54726 35564

300

6174 5115 6863

1840

18013 18718 16128

37445 40120 4320

41220 4000 7770

22552 59953 19541

481 1374 516

795 1251 210

516 2365

27

641

15861

15226

304

2896

46694

43798

1663

35003 182838

35657 171456

4092

1455 3961

3773 19986

50467 30481

46694 50467
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Supplemental Schedule of Cash Flow Information

Cash paid during the period for

Interest

Income tax

Non-cash transactions during the period for

Assets acquired through financing transactions

Year Ended December31

2012 2011 2010

6378 10666 19881

2005 3181 1358

591 1325

The accompanying notes are an integral part of these consolidated financial statements

70



Table of Contents

INTRALINKS HOLDINGS INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In Thousands Except Share and per Share Data

Organization and Description of Business

Intralinks Holdings Inc Intralinks Holdings and its subsidiaries collectively the Company is leading global provider of

Software-as-a-Service SaaS solutions for secure content management and collaboration within and among organizations The

Companys cloud-based solutions enable organizations to control track search and exchange time-sensitive information inside

and outside of the firewall all within secure and easy-to-use environment The Companys customers rely on its cost-effective

solutions to manage large amounts of electronic information accelerate information-intensive business processes reduce time to

market optimize critical information workflow meet regulatory and risk management requirements and collaborate with business

counterparties in secure auditable and compliant manner The Company helps its customers eliminate the inherent risks and

inefficiencies of using email fax courier services and other existing solutions to collaborate and exchange information

The Company was incorporated in Delaware as Intralinks Inc in June 1996 In June 2007 the Company completed merger

the Merger pursuant to which Intralinks Inc became wholly-owned subsidiary of TA Indigo Holding Corporation Delaware

corporation formed by an investor group led by TA Associates Inc which is now part of TA Associates Management L.P
prominent growth private equity firm and Rho Capital Partners Inc an investment and venture capital management company

and one of the principal investors in Intralinks Inc since 2001 In 2010 the Company changed the name of TA Indigo Holding

Corporation to Intralinks Holdings Inc and on August 2010 the Securities and Exchange Commission declared effective

the Companys registration statement on Form S-i in connection with its initial public offering of 11000000 shares of common
stock

Summary of Significant Accounting Policies

Principles of Consolidation The accompanying consolidated financial statements include the accounts of the Company and its

wholly-owned subsidiaries prepared in conformity with accounting principles generally accepted in the United States of America

U.S GAAP All intercompany balances and transactions have been eliminated in consolidation

Use of Estimates The preparation of consolidated financial statements in conformity with U.S GAAP requires management to

make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets

and liabilities at the date of the consolidated financial statements and the reported amounts of revenue and expenses during the

reporting period

Significant estimates and assumptions made by management include the determination of the fair value of stock options and

estimated forfeitures of equity-based awards fair value of the Companys reporting unit valuation of intangible assets and their

related useful lives fair value of financial instruments certain components of the income tax provisions including valuation

allowances on the Companys deferred tax assets accruals for certain compensation expenses allowances for doubtful accounts

and reserves for customer credits The Company bases estimates and assumptions on historical experience and on various other

factors that it believes to be reasonable under the circumstances The Company evaluates its estimates and assumptions on an

ongoing basis Actual results could differ from those estimates

Out-of-periodAdjustment- During the financial statement close process for the three months ended March 31 2012 the Company
identified prior period error totaling approximately $849 which was corrected and recorded as cumulative adjustment to long-

term deferred tax assets within the Consolidated Balance Sheet at March 31 2012 and was reflected as an income tax benefit

within the Consolidated Statement of Operations for the three months ended March 31 2012 The adjustment represents

cumulative adjustment to deferred tax assets to reflect the tax benefit on book expense associated with disqualified incentive stock

options that vested during prior periods for which the value exceeded the annual IRS limit of$ 100 one-hundred thousand dollars

The Company does not believe that this adjustment is material to the consolidated financial statements for any prior period
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Revenue Recognition The Company derives revenue principally through fixed commitment contracts under which the Company

provides customers various services including access to the cloud-based Intralinks Platform including Intralinks Exchanges as

well as the related customer support and other services The Companys customers do not have contractual right or the ability

to take possession of the Intralinks software at any time during the hosting period or contract with an unrelated third party to host

the Intralinks software Therefore revenue recognition for the Companys services is not accounted for under specific guidance

of the Financial Accounting Standards Board FASB on software revenue recognition The Company recognizes revenue for

its services ratably over the related service period provided that there is persuasive evidence of an arrangement the service has

been provided to the customer collection is reasonably assured the amount of fees to be paid by the customer is fixed or

determinable and the Company has no significant remaining obligation at the completion of the contracted term In circumstances

where the Company has significant remaining obligation after completion of the initial contract term revenue is recognized

ratably over the extended service period The Companys contracts do not contain general rights of return Certain ofthe Companys

contracts contain customer acceptance clauses for which revenue is deferred until acceptance occurs

From time to time the Company agrees to sales concessions with its customers reserve for which is estimated based on historical

patterns of actual credits issued Expenses associated with maintaining this reserve are recorded as reduction to revenue which

the Company believes represents an accurate reflection of the underlying business activity for each reporting period and is in line

with the requirement that all revenue recognized during the period is earned and realizable

The Company offers services to customers through single-element and multiple-element arrangements some of which contain

offerings for optional services including document scanning data archiving and other professional services In accordance with

the FASBs guidance on multiple-deliverable arrangements the Company has evaluated the deliverables in its arrangements to

determine whether they represent separate units of accounting specifically whether the deliverables have value to the Companys

customers on standalone basis The Company has determined that the services delivered to customers under its existing

arrangements generally represent single unit of accounting Revenue for optional services is recognized as delivered or as

completed provided that the general revenue recognition criteria described above are met The Company continues to evaluate

the nature of the services offered to customers under its fixed commitment contracts as well as its pricing practices to determine

if change in policy regarding multiple-element arrangements and related disclosures is warranted in future periods

Additionally certain contracts contain provisions for set-up and implementation services relating to the customers use of the

Intralinks Platform The Company believes that these set-up and implementation services provide value to the customer over the

entire period that the exchange is active including renewal periods and therefore the revenue related to these set-up types of

services are recognized over the longer of the contract term or the estimated relationship life which as of December 31 2012

generally ranged from two to four years The Company will continue to evaluate the length of the amortization period of the

revenue related to set up and implementation fees to determine if change in estimate is warranted in future periods

Other Revenues On November 25 2008 one of the Companys primary facilities sustained water damage from fire on floor

above resulting in an interruption to the Companys operations The Company filed claim under its business interruption insurance

policy for lost revenue caused by the down-time experienced subsequent to the loss event The Company received insurance

proceeds totaling $614 during the year ended December 31 2011 in response to its business interruption claim Business

interruption insurance proceeds are classified as Other revenue in the Consolidated Statement of Operations for the year ended

December31 2011

Deferred Revenue Deferred revenue represents the billed but unearned portion of existing contracts for services to be provided

Deferred revenue does not include future potential revenue represented by the unbilled portion ofexisting contractual commitments

of the Companys customers Accordingly the deferred revenue balance does not represent the total contract value of outstanding

arrangements However amounts that have been invoiced are recorded as revenue or deferred revenue as appropriate and are

included in the Companys accounts receivable balances Deferred revenue that will be recognized during the subsequent 12-month

period is classified as Deferred revenue with the remaining portion as non-current deferred revenue as component of Other

long-term liabilities on the Consolidated Balance Sheets

Stock-Based Compensation The Company uses the Black-Scholes option pricing model to determine the fair value of options

granted under the 2007 Stock Option and Grant Plan and the 2010 Equity Incentive Plan as well as the rights awarded under the

2010 Employee Stock Purchase Plan or ESPP Using this model fair value is calculated based on assumptions with respect to

expected volatility of the our Common Stock price ii the expected life of the award which for options is the period of time over
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which employees and board directors are expected to hold their options prior to exercise and for ESPP rights is the period of time

between the offering date and the exercise date as defined in Note 12 iii expected dividend yield on the Companys Common

Stock and iv risk-free interest rate which is based on quoted U.S Treasury rates for securities with maturities approximating

the expected term The use of different assumptions in the Black-Scholes pricing model would result in different amounts of stock-

based compensation expense Furthermore ifdifferent assumptions are used in future periods stock-based compensation expense

could be materially impacted in the future

The fair value of restricted shares of Common Stock or RSAs awarded under the 2007 Restricted Preferred Stock Plan and the

2007 Stock Option and Grant Plan and restricted stock units RSUs awarded under the 2010 Equity Incentive Plan is determined

using the intrinsic value of the common stock at the time of grant

The Company does not have significant history of market prices and as such the Company estimates volatility in accordance

with Securities and Exchange Commission StaffAccounting Bulletin No 107 Share-Based Payment or SAB 107 using historical

volatilities of similarpublic companies The Company based its analysis of expected volatility on reported data for peer group

of companies within the industry using an average of the historical volatility measures of this peer group of companies The

Company intends to continue to consistently apply this process using the same or similar entities until sufficient amount of

historical information regarding the volatility of its own stock price becomes available or unless circumstances change such that

the identified entities are no longer similarto the Company In this latter case more suitable entities whose share prices are publicly

available would be utilized in the calculation Once sufficient amount of historical information regarding the volatility of the

Companys share price becomes available the Company will utilize the closing prices of its publicly-traded stock to determine its

volatility The expected life of options has been determined using the simplified method which uses the midpoint between the

vesting date and the end of the contractual term The Company utilizes the simplified method of determining the expected life of

options due to the limited period of time its common stock has been publicly traded thus resulting in lack of sufficient historical

exercise data in publicly traded environment to provide reasonable basis upon which to estimate expected term The Company

intends to continue to consistently apply the simplified method until sufficient amount ofhistorical information regarding exercise

data in publicly traded environment becomes available The risk-free interest rate is based on quoted U.S Treasury rates for

securities with maturities approximating the awards expected term The expected dividend yield is zero as the Company never

paid dividends and does not currently anticipate paying any in the foreseeable future

Compensation expense for stock options is recorded over the requisite service period less estimated forfeitures For grants of

RSAs and RSUs the Company records compensation expense based on the fair value of the shares on the grant date over the

requisite service period less estimated forfeitures Compensation expense for ESPP rights is recorded in line with each respective

offering period

The Company utilizes an estimated forfeiture rate when calculating expense for the period The Company considers several factors

when estimating future forfeitures including types of awards employee level and historical experience If this estimated rate

changes in future periods due to different actual forfeitures the Companys stock compensation expense may increase or decrease

significantly If there are any modifications or cancellations of the underlying unvested securities or the terms of the awards the

Company may be required to accelerate increase or cancel any remaining unamortized share-based compensation

Sales Commissions Commissions payable to the Companys sales staff are expensed in the period the related sales efforts are

performed Sales commission
expense was $13353 $13212 and $9017 respectively for the years ended December 31 2012

2011 and 2010 All amounts noted are included within Sales and marketing in the Consolidated Statements of Operations

Advertising The Company expenses
the cost for producing and communicating advertising and promoting its services when

incurred

Income Taxes The Company accounts for income taxes on the asset and liability method prescribed by ASC 740 Income

Taxes Under this method deferred income tax assets and liabilities are recognized for the future tax consequences of

differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases as

well as net operating loss and tax credit carryforwards Deferred income taxes are measured using enacted tax rates expected to

be applied to taxable income in the years in which those temporary differences are expected to be recovered or settled The

effect on deferred income taxes of change in tax rates is recognized in results of operations in the period that includes the

enactment date
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Each reporting period the Company assesses whether its deferred income tax assets are more-likely-than-not realizable in

determining whether it is necessary to record valuation allowance This includes evaluating both positive e.g sources of

taxable income and negative e.g recent historical losses evidence that could impact the realizability of the Companys

deferred income tax assets

The Company recognizes the impact of an uncertain tax position in its financial statements if in managements judgment the

position is more-likely-than-not sustainable upon audit based on the positions technical merits This involves the identification

of potential uncertain tax positions the evaluation of applicable income tax laws and measurement of the amount of each

uncertain tax position that is more-likely-than-not sustainable The Company operates within multiple taxing jurisdictions and

is subject to audit in each of these jurisdictions The Company recognizes interest expense and penalties on uncertain tax

positions as part of income tax expense

Net Loss Per Share Basic loss per share is computed using net loss and the weighted average number of common shares

outstanding Diluted loss per share reflects the weighted average
number of common shares outstanding plus any potentially

dilutive shares outstanding during the period Potentially dilutive shares consist of shares issuable upon the exercise of stock

options and unvested shares of restricted Common Stock using the treasury stock method and conversion of preferred shares

using the as converted method Common equivalent shares are excluded from the diluted computation if their effect is anti-

dilutive

Foreign Currency Translation and Transactions The functional currencies of the Companys foreign operations are the local

currencies in each of the foreign subsidiary locations Adjustments resulting from translating foreign currency financial statements

into U.S dollars are recorded as separate component of accumulated other comprehensive income within the Consolidated

Statements of Changes in Preferred Stock and Stockholders Equity and Comprehensive Loss Income

Foreign currency transaction gains and losses are included in net loss for each period presented For the year ended December 31

2012 foreign currency transaction gain of $301 and for the years ended December31 2011 and 2010 foreign currency transaction

losses of $875 and $363 respectively were recorded as component of Other income expense net after Income from

operations Assets and liabilities denominated in foreign currency are translated into U.S dollars primarily at the exchange rate

on the balance sheet date with small number oftransactions translated using the historical exchange rate on the date the transaction

occurred Revenue and expenses are translated on monthly basis at the average exchange rate during the period Equity transactions

are translated using historical exchange rates

Comprehensive Loss Comprehensive loss consists of net loss and other comprehensive loss Other comprehensive loss includes

certain changes in stockholders equity that are excluded from net loss specifically cumulative foreign currency translation

adjustments Comprehensive loss has previously been reflected in the Consolidated Statements of Changes in Preferred Stock and

Stockholders Equity and is now reflected in the Consolidated Statements of Comprehensive Loss Income

Cash and Cash Equivalents The Company considers all highly liquid investments with an original maturity of three months or

less at the date of purchase to be cash equivalents Cash and cash equivalents consist of cash on deposit with banks money market

funds and certain investments in commercial paper

Investments The Companys investment portfolio may at any time contain investments in U.S Treasury obligations securities

guaranteed by the U.S government certificates of deposit corporate notes and bonds medium-term notes commercial paper

and money market mutual funds with original maturities less than one year

The Companys investments with original maturity dates of less than three months from the purchase date are included in Cash

and cash equivalents on the Consolidated Balance Sheets The Companys investments with original maturity dates in excess

of three months but less than one year from the date of purchase are classified as short-term investments on the Consolidated

Balance Sheets Short-term investments are recorded at fair value with unrealized gains and losses recorded to Other income

expense net during each respective reporting period Short-term investments classified as held-to-maturity are recorded at

amortized cost Interest earned on short-term investments is recorded to Other income which is presented net of Interest

expense on the Consolidated Statements of Operations
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Fair Value of Financial Instruments The carrying amounts of the Companys cash and cash equivalents short-term investments

classified as held-to-maturity accounts receivable accounts payable and other accrued expenses approximate fair value due to

the short-term nature of these instruments See Derivative Instruments and Hedging Activities below for discussion of the

Companys accounting policy for its interest rate swap

Concentration of Credit Risk Financial instruments that potentially subject the Company to concentrations of credit risk consist

primarily of cash and cash equivalents restricted cash investments and trade accounts receivable Although the Company deposits

its cash with more than one financial institution its deposits at times may exceed federally insured limits The Company has not

experienced any losses on cash and cash equivalent accounts to date and the Company believes it is not exposed to any significant

credit risk related to cash

The Company evaluates the adequacy ofthe allowance for doubtful accounts on quarterly basis The evaluation includes historical

loss experience length oftime receivables are past due adverse situations that may affect customers ability to repay and prevailing

market conditions This evaluation is inherently subjective and estimates may be revised as more information becomes available

Properly and Equipment Net Property and equipment are stated at cost less accumulated depreciation Depreciation is calculated

using the straight-line method over the estimated useful lives of those assets as follows

Computers and software years

Office equipment years

Furniture and fixtures
years

Leasehold improvements Shorter of estimated useful life or remaining lease term

Repairs and maintenance costs are expensed as incurred

Soft-ware Development Costs The Company accounts for the cost of computer software developed or obtained for internal use

of its application service by capitalizing qualiting costs which are incurred during the application development stage and

amortizing them over the softwares estimated useful life Costs incurred in the preliminary and post-implementation stages of the

Companys products are expensed as incurred The amounts capitalized include external direct costs of services used in developing

internal-use software and for payroll and payroll-related costs of employees directly associated with the development activities

The Company amortizes capitalized software over the expected period of benefit which is three years beginning when the software

is ready for its intended use Software development costs are evaluated for recoverability whenever events or changes in

circumstances indicate that the carrying value of the asset may not be recoverable During 2012 the Company recorded an

impairment loss on capitalized software of $8.7 million

Goodwill and Other Intangible and Long-Lived Assets The Company does not amortize goodwill but reviews goodwill at the

reporting unit level for impairment on an annual basis and when events or circumstances indicate that the carrying value of the

reporting unit may be impaired The Company has one reporting unit that is evaluated in the annual impairment assessment which

is performed as of October 1St of each
year On September 15 2011 the FASB issued authoritative guidance which gives entities

the option of performing qualitative assessment of goodwill prior to calculating the fair value of reporting unit in step of

the goodwill impairment test If entities determine on the basis of qualitative factors that the fair value of reporting unit is lower

than the carrying amount the two-step impairment test is required to be performed The Company adopted this newly issued

authoritative guidance effective October 2011

The Companys long-lived assets primarily consist of computer and office equipment and software furniture and fixtures and

leasehold improvements which are subject to depreciation over the useful life of the asset Long-lived assets are evaluated for

recoverability whenever events or changes in circumstances indicate that the carrying value of the asset may be impaired In

evaluating an asset for recoverability the Company estimates the future cash flow expected to result from the use of the asset and

eventual disposition If the expected future undiscounted cash flow is less than the carrying amount of the asset an impairment

loss equal to the excess of the carrying amount over the fair value of the asset is recognized No impairments were recorded on

long-lived assets for the periods presented in these consolidated financial statements
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Other Intangibles net represents definite-lived intangible assets which are being amortized over their estimated useful lives as

follows

Developed technology 10 years

Customer relationships
10 years

Contractual backlog
1.5 years

Trade name 12 years

Non-compete agreement years

Developed technology and contractual backlog are amortized on an accelerated basis over their estimated useful lives at rates

consistent with the expected future cash flows to be generated by the assets All other definite-lived intangible assets are amortized

on straight-line basis over their estimated useful lives

Deferred Financing Costs Deferred financing costs related to the financing of the 2007 Merger as well as fees for the 2010 credit

amendments are being amortized using the effective interest method over the expected remaining term of the loan Amortized

costs are presented separately as non-operating costs within the Companys Consolidated Statement of Operations

Derivative Instruments and Hedging Activities During 2012 and 2011 the Company maintained an interest rate swap agreement

to economically hedge its exposure to changes in the amounts of future cash flows driven by the variable rates associated with

the Companys long-term debt The interest rate swap agreement matured on June 30 2012 The interest rate swap was recorded

on the balance sheet in accrued expenses and other current liabilities at fair value The fair value of the interest rate swap was

measured each reporting period and included credit valuation adjustment that reflected consideration of the Companys own

credit risk since the interest rate swap was in liability position Valuations may have fluctuated considerably from period-to-

period due to volatility in underlying interest rates which was driven by market conditions and the duration of the derivative

instrument The Company does not hold any derivatives and does not use financial instruments for any trading or other speculative

purposes at December31 2012

Warranties and Jndemnjfication The Companys revenue contracts generally provide for indemnification of customers against

liabilities arising from third party claims that are attributable to the Companys breach of its warranties or infringement of third

party intellectual property rights subject to contractual limitations of liability To date the Company has not incurred any material

costs as result of such indemnifications and has not accrued any liabilities related to such obligations in the accompanying

consolidated financial statements as the Company currently has no infringement or warranty related disputes with customers or

third parties

The Company has entered into service level agreements with minority of its customers warranting certain levels of uptime

reliability and permitting those customers to receive credits or terminate their arrangement in the event that the Company fails to

meet those levels To date the Company has not provided credits nor had any agreement cancelled based on these service level

agreements

The Company warrants that its service is provided in manner reasonably designed for the secure transmission of customer data

The Company does not monitor its exposure to customer contracts in terms of maximum payout In the event of an infringement

claim giving rise to indemnification liability the Company has the right to satisfy such obligations by providing workaround or

may suspend or terminate service to mitigate any liability The Company relies on risk framework to define risk tolerances and

establish limits to ensure that certain risk-related losses occur within acceptable predefined limits Factors that it considers in

determining exposure include the fact that the Company disclaims liability for consequential and indirect damages including for

loss of data resulting from any breach of contract and that the Company to date has never had to do any make-good rework or

been impacted by any payout in connection with any of these guarantees Thus the potential for the Company to be required to

make payments under these arrangements is remote and accordingly no contingent liability is carried on the Consolidated Balance

Sheet for these transactions
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Recently AdoptedAccounting Pronouncements

On May 12 2011 the FASB issued revised authoritative guidance covering fair value measurements and disclosures The amended

guidance include provisions for the application of concepts of highest and best use and valuation premises an option

to measure groups of offsetting assets and liabilities on net basis incorporation of certain premiums and discounts in fair

value measurements and measurement of the fair value of certain instruments classified in shareholders equity The revised

guidance is effective for interim and annual periods beginning after December 15 2011 The Company adopted this authoritative

guidance effective January 2012 The adoption of this authoritative guidance had no material impact on the Companys
consolidated financial statements

On June 16 2011 the FASB issued revised authoritative guidance covering Presentation of Comprehensive Income which revises

the manner in which entities present comprehensive income in their financial statements The revised guidance removes the

presentation options in the former guidance and requires entities to report components of comprehensive income in either

continuous statement of comprehensive income or two separate but consecutive statements The revised authoritative guidance

does not change the items that must be reported in other comprehensive income The revised guidance is effective for interim and

fiscal years beginning after December 15 2011 The Company adopted this authoritative guidance effective January 2012 and

has included the presentation of comprehensive loss income in separate statement that immediately follows the Consolidated

Statements of Operations in this Annual Report on Form 10-K

On September 15 2011 the FASB issued authoritative guidance which gives entities the option of performing qualitative

assessment of goodwill prior to calculating the fair value of reporting unit in step of the goodwill impairment test If

entities determine on the basis of qualitative factors that the fair value of reporting unit is more likely than not less than the

carrying amount the two-step impairment test is required to be performed The guidance is effective for all entities for annual

and interim goodwill impairment tests performed for fiscal years beginning after December 15 2011 Early adoption is

permitted The Company adopted the authoritative guidance effective October 2011 and applied this guidance to the annual

goodwill impairment assessment during the fourth quarter of 2011 See Goodwill and Other Intangible and Long-Lived

Assets above for details The adoption of this guidance did not have material impact on the Companys consolidated

financial statements

Investments and Fair Value Measurements

The Company has classified its short-term investments in commercial paper and corporate bonds as held-to-maturity and as such

has recorded them at amortized cost Interest earned on these debt securities is recorded to Other expense income net within

the Consolidated Statements of Operations The gross unrecognized holding gains and losses for the years ended December 31
2012 and 2011 were not material

The following tables summarize these short-term investments as of December 31 2012 and 2011

2012

Consolidated Balance Sheet Amortized
Security Type Maturity Classification Cost Interest

Carrying

Amount

48 2557Corporate Bonds 44 to 72 Days Cash and cash equivalents 2509

Commercial Paper 363 Days Investments short-term 2493 2493

Corporate Notes 152 to 365 Days Investments short-term 29056 298 29354

Total 34058 346 34404
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2011

Amortized Carrying

Cost Interest Amount

Cash and cash equivalents 1300 1300

Investments short-term 12489 12489

Investments short-term 19631 317 19948

Investments short-term 4000 4002

37420 319 37739

The fair value framework under the FASBs guidance requires the categorization of assets and liabilities into three levels based

upon the assumptions used to measure the assets or liabilities Level provides the most reliable measure of fair value whereas

Level if applicable generally would require significant management judgment The three levels for categorizing assets and

liabilities under the fair value measurement requirements are as follows

Level Fair value measurement of the asset or liability using observable inputs such as quoted prices in active markets

for identical assets or liabilities

Level Fair value measurement of the asset or liability using inputs other than quoted prices that are observable for the

applicable asset or liability either directly or indirectly such as quoted prices for similaras opposed to identical assets

or liabilities in active markets and quoted prices for identical or similar assets or liabilities in markets that are not active

Level Fair value measurement of the asset or liability using unobservable inputs that reflect the Companys own

assumptions regarding the applicable asset or liability

During the year ended December 31 2012 there were no other transfers in or out of the Companys Level or Level assets or

liabilities

The following table summarizes the assets measured at fair value on recurring basis as of December 31 2012

Total Level Level Level

5642 5642

The following table summarizes those assets and liabilities measured at fair value on recurring basis as of December 31 2011

Total Level Level Level

7197 7197

1455 1455

At December 312012 the Company had $215478 of goodwill recorded as result of the Merger that occurred on June 15 2007

Goodwill is evaluated for impairment on an annual basis October or more frequently if events or changes in circumstances

indicate that an impairment loss may have occurred The Companys operations consist of one reporting unit which is evaluated

during each goodwill impairment test

Asset

Money market funds as cash equivalents

Asset

Money market funds as cash equivalents

Liability

Interest rate swapa

Based on one-month U.S Dollar LIBOR index inclusive of $23 credit valuation adjustment see Note lO

Goodwill and Other Intangibles

Goodwill

Consolidated Balance Sheet

Security Type Maturity Classification

Commercial Paper 84 Days

Commercial Paper

Corporate Notes

Agency Bonds

115 to 269 Days

128 to 366 Days

366 Days
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In the second quarter of 2012 the Company performed goodwill impairment test as result of the continued depressed stock

price and the market capitalization of the Company relative to net book value

Step of the goodwill impairment test was performed using combination of discounted cash flow or DCF analysis and

market-based approach The forecasted cash flows employed in the DCF analysis were based on the Companys most recent

forecast and business plans and represent the Companys best estimate of future results as of June 30 2012 within range of

possible outcomes In addition the Company made the following assumptions in its DCF analysis 5% growth factor to

calculate the terminal value of its reporting unit and ii 15% discount rate to calculate the terminal value of its reporting unit

both of which are consistent with rates used in the 2011 annual impairment test The Step valuation also considered the market

capitalization of the Company as of the second quarter of 2012 adjusted for an estimated equity control premium of 28%

The Company completed its most recent qualitative impairment analysis as of October 2012 Among the factors included in

the Companys qualitative assessment were general economic conditions and the competitive environment actual and expected

financial performance including consideration of the Companys revenue growth and improved operating results year-over-year

forward-looking business measurements external market conditions the Companys stock-price performance compared to overall

market and industry peers market capitalization and other relevant entity-specific events Based on the results of the qualitative

assessment the Company concluded that it is more likely than not that the fair value of its reporting unit is higher than its carrying

amount and therefore performance of the two-step quantitative impairment test was not necessary There were no impairments

of goodwill in any of the periods presented in the consolidated financial statements

Based on the results of the Companys most recent goodwill impairment tests management concluded that goodwill was not

impaired However the Companys most recent goodwill impairment test showed that the Company could be at risk of recording

goodwill impairment in the future if for example the Companys stock price remained at depressed level or the Company has

negative change in its future cash flow projections

As of December 31 2012 Other intangibles consists of the following

Acquired value at June 15 2007

Amortization

Net book value at December 31 2009

Amortization

Amortization

Acquisition during 2012

Amortization

Net book value at December 31 2012

Definite Lived Intangible Assets

Developed Customer Contractual Non-Compete
Technology Relationships Backlog Trade Name Agreement Total

132369 141747 9219 14618 728 298681

60118 36027 9219 3096 617 109077

72251 105720 11522 111 189604

13236 14176 1218 111 28741

Net book value at December 31 2010 59015 91544 10304 160863

13237 14175 1218 28630

Net book value at December 31 2011 45778 77369 9086 132233

85 132 61 279

10369 14175 1218 25762

35494 63326 7868 61 106750

The Company has not identified impairment for any of the definite-lived intangible assets through December 31 2012
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Total intangible amortization expense is classified in each of the operating expense categories for the periods included below as

follows

Year Ended December 31

2012 2011 2010

10369 13237 13237

14175

1230 1218 1329

25774 28630 28741

Estimated intangible amortization expense on an annual basis for the succeeding five years is as follows

For the year ending December 31

2013

2014

2015

2016

2017

Thereafter

Total

Fixed Assets

Fixed assets consisted of the following at

Amount

23377

23377

23377

23357

11377

1885

106750

December 31 December 31
2012 2011

26710 21586

2036 1515

4321 1939

33067 25040

22422 17405

10645 7635

The Company holds fixed assets in seven locations the United States United Kingdom Brazil France Germany Australia and

the Netherlands No country outside of the United States holds greater than 10% of the Companys total fixed assets Depreciation

expense relating to fixed assets for the years ended December31 20122011 and 2010 was $5011 $5893 and $5796 respectively

On March 2010 the Company entered into an equipment sales agreement to purchase previously leased equipment from the

lessor for $3424 thereby releasing the Company from any further commitment or obligation for continued operating lease

payments The Company made the final payment for the purchase of the equipment in April 2010 at which time title of the assets

that were previously subject to the lease arrangement passed to the Company The cost of the purchased equipment is being

depreciated over the remaining useful lives of the respective assets During the year
ended December 31 2010 the Company

recorded $1999 of depreciation expense
related to the purchased equipment

Cost of revenue

Sales and marketing

General and administrative

Total

14175 14175

Computer and office equipment and software

Furniture and fixtures

Leasehold improvements

Total fixed assets

Less Accumulated depreciation and amortization

Fixed assets net
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Capitalized Software

Capitalized software consisted of the following at

December 31 December 31
2012 2011

Capitalized software 83432 65152

Less Impairment on capitalized software 8715
Less Accumulated amortization 48422 34865

Capitalized software net 26295 30287

In accordance with ASC 360 Properly Plant and Equipment Impairment or Disposal of Long-LivedAssets impairment is the

condition that exists when the carrying value of long-lived asset exceeds its fair value If it is determined that the long-lived

asset is not recoverable an impairment loss is recognized and measured based on the excess of the carrying amount of the long-

lived asset over the long-lived assets fair value

During the second quarter of 2012 management initiated business strategy review to explore long-term growth opportunities

The objective was to assess the competitive environment identif the most attractive market opportunities and further develop

the Companys execution strategy In conjunction with this strategy review management also initiated company-wide evaluation

of its internal systems to determine whether certain internal server-based systems should be replaced by SaaS-based solutions

Managements evaluation indicated that the carrying value of certain internal-use capitalized software exceeded its fair value As

such the Company completed valuation assessment utilizing the cost replacement method and concluded that this internal-use

capitalized software is not fully recoverable and should be written down to its fair value Accordingly the Company recorded an

impairment loss on capitalized software of $8715 during the year ended December 31 2012

Amortization
expense

of capitalized software for the years ended December 31 2012 2011 and 2010 was $13557 $14106 and

$11186 respectively

Accrued Expenses and Other Current Liabilities

Accrued expenses and other current liabilities consisted of the following at

December 31 December 31
2012 2011

Sales commissions and bonuses 9838 8664

Interest rate swap 1455

Current portion of long-term debt 1030 1191

Professional fees 2103 1663

Deferred rent 298 235

Accrued vacation 522 395

Other accrued expenses 7559 6243

Total accrued
expenses and other current liabilities 21350 19846
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The following is summary of the Companys net loss before income tax by jurisdiction

Years Ended December 31

U.S

Non-U.S

Net loss before income tax

2012 2011 2010

28325 214 16310

720 183 2553

27605 31 18863

The components of the Companys income tax benefit expense are as follows

Current

Federal

State and local

Foreign

Total Current

Deferred

Years Ended December 31

2012 2011 2010

52 375 45

726 986 654

1852 952 864

2630 2313 1473

Federal

State and local

Foreign

10396

2410

49

reconciliation of the provision for income taxes at the U.S Federal statutory income tax rate of 35% to the Companys effective

income tax rate is as follows

2012

9662

1356

336

Years Ended December 31

11
668

1946

712

428

1231
36

1212

3970.2%

6602

1581
872

696

495

341
34

6427

34.1%

Total Deferred

Total income tax benefit expense

1061

1908

254

6024

2006
130

12855

10225

1101

1212

7900

6427

2011

Tax at U.S federal statutory rate

State taxes net of federal income tax effect

Stock compensation

Non-deductible expenses

Foreign taxes

Research and development credit

Other

Total

Effective tax rate

2010

212

1251

78

256

10225

37.0%
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Following is summary of the components of deferred tax assets and deferred tax liabilities at December 31 2012 and 2011

Years Ended December31

Net operating loss carryforwards Current

Accrued expenses

Unrealized loss on interest rate swap short term

Allowance for doubtful accounts

Research and development tax credit

Other

Current deferred tax assets

Net operating loss carryforwards Non-current

Research and development tax credit carryforwards

AMT tax credit carryforwards

Stock-based compensation

Other

Non-current deferred tax assets

Total deferred tax assets

Depreciation and amortization

Other

Non-current deferred tax liabilities

Total deferred tax liabilities

Net deferred tax liabilities

2012 2011

3792 9863

1834 860

573

1159 530

75 132

609 753

7469 12711

15427 10211

5914 5586

1325 1273

3084 1064

2028 812

27778 18946

35247 31657

48913 58283

47
48913 58330

48913 58330

13666 26673

At December 31 2012 the Company had net operating loss carryforwards of $59312 including $8337 of windfall tax

benefits attributable to equity compensation If not utilized these net operating loss carryforwards will expire beginning in

2020 through 2030 The windfall tax benefits attributable to equity compensation will be recorded to additional paid-in capital

when such amounts reduce income taxes payable At December 31 2012 the Company had U.S Federal and state research

and development tax credit carryforwards of $6576 and $3171 respectively which if not utilized will expire beginning in

2020 through 2032 On January 2013 the American Taxpayer Relief Act of 2012 was signed into law The law renewed the

Federal research and development credit for 2012 The Companys expected discrete benefit to be recorded in the financial

statements for the quarter ending March 31 2013 for the 2012 Federal research and development credit is approximately $0.7

million

Due to ownership changes in 2001 and 2007 and the public stock offerings in 2010 the Companys net operating loss and

research and development tax credit carryforwards are subject to limitations pursuant to IRC Sections 382 and 383 and similar

state provisions The Company has recorded the associated tax benefits on net operating loss and tax credit carryforwards that

it believes are more-likely-than-not realizable based on its evaluation of the foregoing limitations and both positive and

negative evidence including reversals of existing taxable temporary differences As of December 31 2012 the Company had

no valuation allowance on its deferred tax assets
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The following table summarizes changes to the Companys unrecognized tax benefits excluding interest and penalties for the

periods presented

Years Ended December 31

2012 2011 2010

Beginning Balance as of January 3161 2578 2239

Additions based on tax positions related to the current year 168 475 384

Additions for prior year tax positions 204

Reductions for prior year tax positions 45
Reductions from expirations of applicable statutes of

limitations 56

Settlements
__________________

40
BalanceasofDecember3l 3335 3161 2578

If recognized unrecognized tax benefits totaling $2858 at December 31 2012 would impact our effective income tax rate

Our liability for unrecognized tax benefits is classified as part of Other long-term liabilities on the Consolidated Balance

Sheets

As result of prior year net operating losses the Companys U.S Federal income tax returns for years 1999 through 2012 are

open for examination by the U.S Internal Revenue Service the IRS State and local income tax returns for 2009 through

2012 remain subject to examination by various state and local taxing authorities The Companys non-U.S income tax returns

are also subject to income tax examination in various foreign jurisdictions The Company is currently undergoing an audit by

the IRS of its U.S Federal income tax returns for the years
ended December 31 2006 through 2009 The Company received

Notices of Proposed Adjustments for 2006 2007 and 2008 from the IRS disallowing $58.3 million of foreign branch losses on

the basis that they constitute dual consolidated losses in the U.S The IRS is asserting that the Company is not entitled to

reasonable cause relief for late election filings The Company disagrees with the proposed adjustments by the IRS and is in the

process
of appealing the proposed disallowances Management believes that it is more likely than not that the Companys

position will ultimately be sustained The Company does not anticipate that the total amounts of its unrecognized tax benefits

will significantly increase or decrease over the next twelve months

Debt

Long-term debt consisted of the following at

December 31 December 31
2012 2011

First Lien Credit Agreement First Lien Credit Facility 75719 91580

Other financing arrangements 549 775

Less current portion First Lien Credit Facility 821 982

Less current portion Other financing arrangements 209 209

Total long-term debt 75238 91164

Based on available market information the estimated fair value of the Companys long-term debt was approximately $76647 and

$90082 as of December 31 2012 and December 31 2011 respectively These fair value measurements were determined using

Level observable inputs as defined in Note The estimated fair value of the Companys other financing arrangements

approximates the carrying value at each reporting period
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First Lien Credit Faciliiv

The First Lien Credit Facility provides for term loans in the aggregate principal amount of $135000 Each principal payment is

due on the last day of each quarter which commenced on September 30 2007 with the balance due in final installment on June

15 2014 Additionally the First Lien Credit Facility includes requirement for mandatory prepayments based on annual excess

free cash flow Term loans under the First Lien Credit Agreement as amended bear interest at the higher of the Eurodollar Rate

as defined in the credit agreement or 1.50% plus 4.25% per annum At each of December 31 2012 and 2011 the interest rate

on the First Lien Credit Facility was 5.75%

The First Lien Credit Facility limits annual consolidated capital expenditures including amounts related to capitalized software

and restricts the ability to borrow against the revolving line of credit if consolidated EBITDA ratio is not achieved The agreement

also contains other positive and negative covenants The Company was in compliance with these covenants as of December 31
2012 and 2011

In April 2011 in connection with the Companys follow-on public offering the Company received net proceeds of $34582 after

deducting underwriting discounts and commissions The Company used these proceeds to prepay $34582 of outstanding

indebtedness on the First Lien Credit Facility The terms of the First Lien Credit Agreement require any voluntary prepayment of

the term loans to be applied on pro rata basis to each scheduled installment of principal As result the quarterly installment

payment as of June 30 2011 decreased from $338 to $246 for the remaining term on the loan

On April 2012 the Company entered into Amendment No the Third Amendment to the First Lien Credit Facility The

Third Amendment amends certain provisions of the First Lien Credit Facility to among other things increase the capital

expenditures limit from $21000 to $35000 per year through the remainder of the term As provided for in the Third Amendment
the Company prepaid $15000 of the outstanding balance on the First Lien Credit Facility As result the quarterly installment

payment beginning June 30 2012 decreased from $246 to $205 for the remaining term of the loan

The First Lien Credit Facility also provides for $15000 revolving line of credit ofwhich $12932 was unused as ofDecember 31
2012 At December 31 2012 $2068 was reserved for standby letters of credit including $1268 for operating lease agreements

related to the Companys various office locations and $800 related to the Companys corporate charge card utilized by executives

and certain other employees The interest rate on the unutilized portion of the revolving line of credit is 0.5% annually

The current portion of the First Lien Credit Facility reflects the quarterly mandatory principal payments of approximately $205

due in the following year aggregating to $821 at December 31 2012

The First Lien Credit Facility is secured by security interests and liens against all of the Companys assets including pledge of

100% of the equity interests in its domestic subsidiaries and an obligation to pledge 65% of the equity interests in its direct foreign

subsidiaries

Financing Costs

Financing costs resulting from the original debt issuance as well as the amendments to the First Lien Credit Agreement were

deferred when incurred and are being amortized over the expected remaining term of the loans using the effective interest method

Amortization of deferred financing costs during the year ended December 31 2012 was $740 compared to $1369 for the year

ended December31 2011 As result of the voluntary prepayment of $34582 on the First Lien Credit Facility using the proceeds

from the April 2011 public offering of Common Stock an amount of $407 was accelerated representing the pro rata portion of

financing costs and recognized as Amortization of debt issuance costs during the year ended December 31 2011 As result

of entering into the Third Amendment the Company paid an amendment fee to the consenting lenders of $106 This amendment

fee was deferred and will be amortized over the expected remaining term of the loan using the effective interest method The

Company also paid an arrangement fee of $47 to Deutsche Bank Securities Inc as the agent in this transaction The arrangement

fee was expensed during the three months ended June 30 2012

Other Financing Arrangements

In June 2011 the Company entered into financing arrangement in the ordinary course of business to purchase certain software

and related services in the amount of$1240 including financing costs of$130 to be repaid over term of 49 months In December

2011 the Company entered into another financing arrangement in the ordinary course of business to purchase support and

maintenance for existing software licenses in the amount of $215 to be repaid over term of 25 months

In August 2012 the Company entered into financing arrangement in the ordinary course of business to purchase DO insurance

in the total amount of $788 of which $591 was financed to be repaid over term of months
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The following table summarizes the interest expense incurred on long-term debt

Year Ended December 31

2012 2011 2010

4570

32

6410 10678 24762

10 Derivative Financial Instrument

Interest Rate Swap Transaction

Interest rate swap liability

Less current portion as recorded within Accrued expenses
and other current liabilities See Note

Total long-term liability as recorded within Other long-term liabilities

December 31

2011

1455

1455

The Companys interest rate swap agreement matured on June 30 2012 The Company recognized gain on the interest rate swap

of$ 1455 for the year ended December31 2012 which is included in Other expense income net on the Consolidated Statement

of Operations

In prior periods the fair value of the interest rate swap was measured each reporting period and included credit valuation

adjustment that reflected consideration of the Companys credit risk since the interest rate swap was in liability position The

Company recorded $6 and $23 in credit valuation adjustments during the year
ended December 31 2012 and 2011 respectively

The effects of derivative instruments on the consolidated statements of operations were as follows for the periods presented

amounts presented exclude income tax effects

Other expense income net

11 Common Stock

Year Ended December 31

2012 2011 2010

1455 4193 2778

As of December31 2012 the Company had 300000000 shares of common stock par value $0.00 per
share Common Stock

authorized with 55486651 shares of Common Stock issued and outstanding The number of authorized shares of Common Stock

may be increased or decreased but not below the number of shares then outstanding by the affirmative vote ofholders representing

at least 75% in interest of the issued and outstanding shares of Common Stock

On August 2010 the SEC declared effective the Companys registration statement on Form S-i as amended File No

333-165991 the Registration Statement in connection with its initial public offering of 11000000 shares of Common Stock

at public offering price of $13.00 per share The offering closed on August 11 2010 Upon consummation of the Companys

initial public offering all previously outstanding shares of the Companys Series Preferred Stock converted to 35101716 shares

of Common Stock On September 2010 the Company closed the sale of an additional 980000 shares of common stock at the

First Lien Credit Facility

Tranche inclusive of $0 $0 and $768 respectively related to debt discount

Tranche

P1K Loan

Interest Rate Swap see below

Other financing arrangements

Total interest expense on long-term debt

4863 6100 5578

1515

3452

1829

8099

5804
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initial public offering price of$1 3.00 per share pursuant to the underwriters exercise of their over-allotment option in connection

with the Companys initial public offering that closed on August ii 2010

On December 2010 the SEC declared effective the Companys registration statement on Form S-i as amended File

No.333-170694 in connection with its follow-on public offering of an additional 2000000 shares of Common Stock at public

offering price of $20.00 per share

On April 62011 the SEC declared effective the Companys registration statement on Form S-I as amended File No.333-173107

in connection with the Companys follow-on public offering of 1250000 shares of Common Stock at public offering price of

$25.50 per share with an overallotment option of an additional 187500 shares The follow-on offering closed on April 12 2011

pursuant to which total of 1437500 shares were issued inclusive ofthe exercise of the overallotment option by the underwriters

of 187500 shares

The Company used substantially all of the net proceeds of its initial public offering including the sale of the underwriters over-

allotment shares and the April 2011 follow-on offerings to repay significant amount of its outstanding indebtedness see Note

Moreover entities affiliated with TA Associates L.P and Rho Capital Partners Inc hold approximately 17266846 shares of

the Companys common stock and have the right to require the Company to register these shares under the Securities Act of

1933 as amended pursuant to registration rights agreement

12 Employee Stock Plans

Total stock-based compensation expense related to all of the Companys stock awards was included in various operating expense

categories for the periods included below as follows

Year Ended December 31

2012 2011 2010

Cost of revenue 445 310 105

Product development 1440 1329 755

Sales and marketing 1080 2353 1638

General and administrative 3596 4716 1717

Total 6561 8708 4215

2007 Restricted Preferred Stock Plan

The maximum number of restricted Series Preferred shares authorized and issued under the 2007 Restricted Preferred Stock

Plan was 2033320 all of which were granted on June 15 2007 in conjunction with the Merger At the closing of the initial

public offering all outstanding shares of Series Preferred Stock converted into shares of Common Stock including unvested

restricted Series Preferred shares At December 312012 there were no shares of Series Preferred Stock issued or outstanding

2007 Stock Option and Grant Plan

The maximum number of shares of Common Stock initially reserved and available for issuance under the 2007 Stock Option and

Grant Plan was 4000000 shares Under the 2007 Stock Option and Grant Plan the maximum number of shares increased by one

share automatically for every share of restricted Series Preferred issued under the 2007 Restricted Preferred Stock Plan that

failed to vest and was cancelled On March 2010 an additional 4000000 shares of Common Stock were authorized for issuance

under the 2007 Stock Option and Grant Plan increasing the number of shares of Common Stock authorized for issuance to

8000000 Effective upon the adoption ofthe Companys 2010 Equity Incentive Plan the Companys board ofdirectors determined

not to grant any further awards under the 2007 Stock Option and Grant Plan and the shares of Common Stock that remained

available for future awards under the 2007 Stock Option and Grant Plan have been reserved for issuance under the 2010 Equity

Incentive Plan
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2010 Equity Incentive Plan

The 2010 Equity Incentive Plan was adopted by the Companys board of di rectors in March 2010 and approved by its stockholders

in July 2010 The 2010 Equity Incentive Plan permits the Company to make grants of stock options both incentive stock options

and non-qualified stock options stock appreciation rights restricted stock restricted stock units unrestricted stock cash-based

awards performance shares and dividend equivalent rights to its executives employees non-employee directors and consultants

The number of shares of Common Stock reserved and available for issuance under the 2010 Equity Incentive Plan is 7814330

which is the sum of 3314330 shares of stock reserved under the plan on the effective date and 4500000 additional shares

approved in July 2012 Generally shares that are forfeited or canceled from awards under the 2010 Equity Incentive Plan the

2007 Stock Option and Grant Plan and the 2007 Restricted Preferred Stock Plan also will be available for future awards under

the 2010 Equity Incentive Plan In May2012 the Companys board of directors adopted UK sub plan to the 2010 Equity Incentive

Plan which was subsequently approved by the HM Revenue and Customs in November 2012 The UK sub plan provides for the

issuance to UK residents of options to acquire shares of the Companys common stock

On July 27 2012 the Company filed registration statement on Form S-8 File No.333-182912 for an additional 4500000

shares of Common Stock issuable pursuant to the Companys 2010 Equity Incentive Plan

The following table summarizes the weighted average values of the assumptions used in the Black-Scholes pricing model to

estimate the fair value of the options granted during the period presented

Year Ended December31

2012 2011 2010

Expected volatility 59.1% 57.7% 61.7%

Expected life of option 6.09 years 6.06 years 6.17 years

Risk free interest rate 0.9% 1.6% 2.4%

Expected dividend yield 0.0% 0.0% 0.0%

The following table summarizes stock option activity for the year ended December 31 2012

Weighted Average
Shares Exercise Price

Outstanding at December 31 2011 4817748 10.15

Granted 2178854 4.90

Exercised 341764 1.71

Forfeited 1113708 19.14

Outstanding at December 31 2012 5541130 6.80
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The following table contains additional information with respect to options outstanding and exercisable at December 31 2012

The following table summarizes non-vested stock option activity for the year ended December 31 2012

Shares

3710813

2178854

1160360

913287

3816020

Weighted Average
Grant Date Fair

Value

6.88

2.68

5.14

11.38

3.60

Exercise Prices

Options Outstanding Options Exercisable

Number of Remaining Remaining

Options Weighted Number Weighted

Outstanding Average Life Exercisable Average Life

$1.59 325205 5.02 324937 5.02

$3.29 116259 6.13 85269 6.11

$4.34 1383354 9.58

$4.36 10000 9.52

$4.38 40000 9.60

$4.49 71000 9.43

$4.73 118500 9.37 10053 9.37

$5.14 110946 8.86 32000 8.86

$5.37 8000 9.68

$5.53 60000 9.85

$6.05 1300000 8.96 325000 8.96

$6.63 5000 9.75

$6.64 41000 9.92

$6.65 300000 9.71

$6.76 595661 7.15 517286 7.15

$7.25 90000 9.09

$7.66 393938 8.61 140251 8.61

$13.00 244196 7.59 131878 7.59

$19.59 78000 7.84 40877 7.84

$21.74 75357 8.36 34597 8.36

$25.89 174714 8.15 82962 8.15

5541130 1725110

At December 31 2012 the aggregate intrinsic value of stock options outstanding and exercisable was $5050 and $1820

respectively At December 31 2011 the aggregate intrinsic value of stock options outstanding and exercisable was $3866 and

$3000 respectively The intrinsic value for stock options is calculated based on the exercise price of the underlying awards and

the share price of such awards as of each respective period-end date

Non-vested options outstanding at December 31 2011

Granted

Vested

Forfeited

Non-vested options outstanding at December 31 2012
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The following table provides additional information pertaining to the Companys stock options

Years Ending December 31

2012 2011 2010

Weighted average grant date fair value for options granted during the period 2.68 7.03 7.12

Total fairvalue of options vested 5968 4752 1176

The intrinsic value of options exercised for the years ended December 31 2012 and 2011 was $1541 and $8488 respectively

At December 31 2012 and 2011 there was $12444 and $22384 respectively of total unrecognized compensation cost related

to non-vested stock options net of estimated forfeitures which is expected to be recognized over weighted average period of

3.41 and 3.60 years respectively Stock-based compensation expense for the Companys stock options under the 2007 Stock Option

and Grant Plan and 2010 Equity Incentive Plan during the years ended December 31 2012 2011 and 2010 was $3925 $6074

and $2626 respectively

Restricted Stock Awards RSAs
Information concerning RSAs outstanding under the 2010 Equity Incentive Plan is as follows

Weighted Average
Grant Date Fair

Shares Value

Non-vested shares at December 31 2011 72985 11.52

Granted 664318 4.24

Vested and exchanged for Common Stock 111503 8.44

Non-vested shares at December 31 2012 625800 4.35

For the year ended December 31 2012 2011 and 2010 the weighted-average grant date fair value for RSAs was $4.24 $17.81

and $0 respectively The fair value of RSAs vested was $941 $1515 and $1422 respectively during the same periods

The aggregate intrinsic value ofRSAs outstanding at December 312012 and 2011 was $3861 and $455 respectively The intrinsic

value for RSAs is calculated based on the market price of the Companys stock as of each period-end date

At December 312012 and 2011 there was $1948 and $596 respectively of total unrecognized compensation cost related to non-

vested RSAs net of estimated forfeitures which is expected to be recognized over weighted average period of 2.51 and 0.98

years respectively Stock-based compensation expense for the Companys RSAs granted under the 2007 Stock Option and Grant

Plan and 2010 Equity Incentive Plan during the years ended December 31 2012 2011 and 2010 was $1460 $1376 and $1324

respectively

On February 2012 the Company granted 500000 restricted shares of Common Stock to its new CEO Ronald Hovsepian

pursuant to his employment agreement Vesting of this award is based upon the achievement of specified stock performance and

service thresholds The Company performed Monte-Carlo simulation to calculate the awards fair value of $2121 and derived

service period of 3.8 years The assumptions used to perform the Monte-Carlo simulation were consistent with those utilized in

the Companys Black-Scholes valuations for stock options specifically expected volatility of 60.32% risk-free interest rate of

return of 0.72% and dividend yield of 0.0% During the year ended December 31 2012 the Company incurred $683 of stock-

based compensation expense
related to this award
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Restricted Stock Units RSUs

The following table summarizes RSU activity for the
year ended December 31 2012

Weighted Average
Grant Date Fair

Shares Value

Non-vested shares at December 31 2011 222774 16.42

Granted 359750 4.70

Vested and issued 64967 17.32

Forfeited 71101 13.35

Non-vested shares at December31 2012 446456 7.34

For the years ended December 31 2012 2011 and 2010 the weighted-average grant date fair value for RSUs was $4.70 $14.72

and $20.03 respectively The fair value of RSUs vested was $1125 $644 and $0 respectively during the same periods

The aggregate intrinsic value of RSUs outstanding at December 31 2012 and 2011 was $2755 and $1390 respectively The

intrinsic value for RSUs is calculated based on the market price of the Companys stock as of each period-end date

At December 31 2012 and 2011 there was $2330 and $3126 respectively of total unrecognized compensation cost related to

non-vested RSUs net of estimated forfeitures which is expected to be recognized over weighted average period of 3.70 and

3.70 years respectively Stock-based compensation expense for the Companys RSUs granted under the 2010 Equity Incentive

Plan during the years ended December 31 2012 2011 and 2010 was $952 $903 and $90 respectively

Modfication ofAwards

During the year ended December 31 2012 pursuant to separation agreements for three executives the Company extended the

vesting terms for certain outstanding equity awards beyond the individuals separation dates resulting in modification ofthe awards

for accounting purposes As result of the extended vesting terms and remeasurement of the modified awards the Company

recorded an additional $755 in stock-based compensation costs In addition the Company reversed $1358 of compensation costs

expensed in prior periods related to the forfeiture of unvested options by two of the three individuals previously referenced

During the year ended December 31 2011 pursuant to separation agreement for one individual the Company extended the

vesting terms for certain outstanding equity awards beyond the individuals separation date resulting in modification of the

awards for accounting purposes As result of the extended vesting term and remeasurement of the modified award the Company
recorded an additional $611 in stock-based compensation costs

2010 Employee Stock Purchase Plan ESPP
The 2010 Employee Stock Purchase Plan the 2010 ESPP was adopted by the Companys board of directors and approved by

its stockholders in July 2010 The Companys 2010 ESPP authorizes the issuance of up to total of 400000 shares of its Common

Stock to participating employees The Company will make one or more offerings each year to its employees to purchase stock

under the 2010 ESPP usually beginning on the first business day occurring on or after each January April July and October

the offering date and will end on the last business day occurring on or before the following March 31 June 30 September

30 and December 31 respectively the exercise date

The 2010 ESPP permits participating employee to make contributions to purchase shares of Common Stock by having withheld

from his or her salary minimum of 10 dollars $10 per pay period up to maximum of 10% of the employees salary per pay

period Under the 2010 ESPP eligible employees of the Company may elect to participate up to 15 business days prior to the

offering date On the exercise date participating employees contributions will be used to purchase up to 5000 shares of Common

Stock for the participating employee In addition to the 5000 share purchase limit the cost of shares purchased under the plan by

participating employee cannot exceed $25000 in any plan year The purchase price for each share will be 85% of the fair market

value as defined in the 2010 ESPP of the Common Stock on either the offering date or the exercise date whichever is less

During the three months ended March 31 2012 54888 shares were issued under the 2010 ESPP Plan at price of 4.50 per share

which represented 85% of the market price of the Common Stock on March 30 2012 the exercise date which was lower than the

market price of the Common Stock on January 2012 the offering date During the three months ended March 31 2011 24753
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shares were issued under the 2010 ESPP Plan at price of $16.73 per share which represented 85% of the market price of the

Common Stock on January 2011 the offering date which was lower than the market price of the Common Stock on March 31

2011 the exercise date

During the three months ended June 30 2012 53640 shares were issued under the 2010 ESPP Plan at price of $3.72 per share

which represented 85% of the market price of the Common Stock on June 29 2012 the exercise date which was lower than the

market price ofthe Common Stock on April 2012 the offering date During the three months ended June 30 201126248 shares

were issued under the 2010 ESPP Plan at price of$ 14.69 per share which represented 85% of the market price of the Common

Stock on June 30 2011 the exercise date which was lower than the market price of the Common Stock on April 2011 the

offering date

During the three months ended September 30 2012 46355 shares were issued under the 2010 ESPP Plan at price of $3.85 per

share which represented 85% of the market price of the Common Stock on July 2012 the offering date which was lower than

the market price of the Common Stock on September 28 2012 the exercise date During the three months ended September 30

2011 40888 shares were issued under the 2010 ESPP Plan at price of $6.38 per share which represented 85% of the market

price of the Common Stock on September 30 2011 the exercise date which was lower than the market price of the Common

Stock on July 12011 the offering date

During the three months ended December 31 2012 32534 shares were issued under the 2010 ESPP Plan at price of $5.24 per

share which represented 85% of the market price of the Common Stock on December 31 2012 the exercise date which was

lower than the market price of the Common Stock on October 12012 the offering date During the three months ended December

312011 35987 shares were issued under the 2010 ESPP Plan at price of $5.89 per share which represented 85% of the market

price of the Common Stock on December 30 2011 the exercise date which was lower than the market price of the Common Stock

on October 2011 the offering date

During the years ended December 31 2012 and 2011 the weighted average grant-date fair value of ESPP rights arising from

elections made by ESPP participants was $1.34 and $3.82 respectively The fair value of ESPP rights that vested during the years

ended December 31 2012 and 2011 was $224 and $355 respectively

The fair value for the employee stock purchase plan rights ESPP rights was estimated using the Black-Scholes option pricing

model with the following assumptions

Year Ended December 31

2012 2011 2010

Expected volatility
44.8% 49.7% 43.1%

Expected life 0.24 years 0.24 years 0.25 years

Risk free interest rate 0.1% 0.1% 0.2%

Expected dividend yield
0.0% 0.0% 0.0%

At December 31 2012 and 2011 there were no outstanding ESPP rights due to the exercise date of the offering period being the

same date as the end of the fiscal quarter Therefore the aggregate intrinsic value of ESPP outstanding at December31 2012 and

2011 was $0 Additionally as of December 31 2012 there was no unrecognized compensation cost related to non-vested ESPP

rights as all of the ESPP rights were vested at December 31 2012 Stock-based compensation expense related to the Companys

2010 ESPP for the years ended December 31 20122011 and 2010 was $224 $355 and $175 respectively
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13 Net Loss Income per Share

The following table provides reconciliation of the numerator and denominator used in computing basic and diluted net loss
income per common share

Year Ended December31

2012 2011 2010

Numerator

Net loss 17380 1243 12436

Denominator

Basic shares

Weighted-average common shares outstanding 54352536 53381655 21310284

Diluted shares

Weightedaverage shares used to compute basic net loss income per
share 54352536 53381655 21310284

Effect of potentially dilutive securities

Options to purchase Common Stock

Unvested shares of restricted stock awards

Unvested shares of restricted stock units

Weighted-average shares used to compute diluted net income loss per
share 54352536 53381655 21310284

Net loss per share

Basic 0.32 0.02 0.58

Diluted 0.32 0.02 0.58

The following outstanding options unvested shares of restricted stock awards and unvested shares of restricted stock units

were excluded from the computation of diluted net loss per share for the periods presented as their effect would have been

antidilutive

Year Ended December31

2012 2011 2010

Options to purchase Common Stock 5541130 4817748 2779471

Unvested shares of restricted stock awards 625800 72985 568451

Unvested shares of restricted stock units 446456 222774

14 Segment and Geographic Information

As defined by ASC 280 Segment Reporting an operating segment is component of company that engages in business

activities from which it earns revenue and incurs expenses ii whose operating results are regularly reviewed by the Chief

Operating Decision Maker to assess the performance of the segment and to make decisions about the allocation of resources to

the segment and iiifor which discrete financial information is available

The Company operates in one reportable segment
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However the Company monitors certain revenue metrics and trends by principal markets as defined below

Enterprise comprises customers spanning variety of industries including financial services pharmaceutical

biotechnology consumer energy industrial legal insurance real estate and technology who use the Companys services

for wide range of corporate purposes primarily under subscription arrangements

Mergers Acquisitions MA comprises customers across the same variety of industries described above who use

Intralinks exchanges for project-based transactions such as mergers acquisitions and dispositions These customers are

referred to the Company typically by financial or legal advisors involved in the respective transactions This principal

market is generally characterized by the use of the Intralinks Platform under transaction arrangements

Debt Capital Markets DCM primarily comprises customers within the financial services industiy who use Intralinks

exchanges for loan syndication and administration and is generally characterized by the use of the Intralinks Platform

under subscription arrangements

The following table sets forth the Companys revenue by principal market for the years ended December31 2012 2011 and 2010

Years Ended December 31

2012 2011 2010

Enterprise 94616 94588 82767

MA 91606 83763 68604

DCM 30445 34539 32961

Other revenue 614

Total revenue 216667 213504 184332

Revenue is generated within and outside of the U.S The following table summarizes revenue by geographic location for the years

ended December 31 20122011 and 2010

Years Ended December 31

2012 201 2010

North America 137080 134964 126575

Latin America 12160 11945 8414

Asia Pacific 13967 11379 8721

Europe Middle East and Africa 53460 55216 40622

TOTAL 216667 213504 184332

Concentration of Credit Risk and Sign/Icant Customers

The Company operates globally with approximately 61% of total revenues derived from customers located in the United States

and the remaining 39% derived from customers located in various international locations Revenue derived from customers located

in the United Kingdom during the years ended December 31 2012 2011 and 2010 was $25434 $27750 and $19181 or 12%

13% and 10% of total revenue respectively No other individual foreign country accounted for more than 10% of the Companys

revenue during these periods and no individual foreign country accounted for more than 10% ofthe Companys accounts receivable

at December 31 20122011 and 2010

No individual customer accounted for more than 10% of the Companys revenue in the
years

ended December 31 2012 2011 and

2010

No individual customer accounted for more than 10% of the Companys accounts receivable at December 31 2012 2011 and

2010
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2013

2014

2015

2016

2017

Thereafter

Total

Strategic Alliance Arrangements

INTRALINKS HOLDINGS INC

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

In Thousands Except Share and per Share Data

15 Related Party Transactions

Affiliates of one of our largest shareholders TA Associates Management L.P are also our customers These affiliates of TA
Associates Management L.P made payments to us in connection with our services using the Intralinks platform Revenue generated

from TA Associates Management L.P and its affiliates for the
year ended December 31 2012 totaled approximately $197 At

December 31 2012 amounts due from TA Holdings and its affiliates totaled approximately $2

On April 272011 the Companys board of directors elected Chris Scalet as Class director of the Company Mr Scalet served

as Executive Vice President Global Services and Chief Information Officer of Merck Co Inc Merck global research-

driven pharmaceutical company until his retirement on July 2012 Affiliates of Merck are customers of the Company in the

ordinary course of business Revenue generated from Merck and its affiliates for the year ended December 31 2012 and 2011

totaled approximately $2874 and $1605 respectively At December 312012 and 2011 amounts due from Merck and its affiliates

totaled approximately $2 and $203 respectively

16 Commitments and Contingencies

Operating Leases

The Company has entered into operating lease agreements for office space Rent is amortized on straight-line basis over the

applicable lease terms Deferred rent at December 31 2012 was $3217

The approximate aggregate future minimum lease obligations under non-cancelable operating leases for the five years after

December 31 2012 and thereafter are set forth below

Years Ended December 31 Amount

4657

3677

3574

2562

2510

8810

25790

Total facilities expenses charged to operations for the years ending December 31 2012 2011 and 2010 was $6318 $5429 and

$3688 respectively

The Companys principal executive office occupies approximately 66832 square feet in New York New York In December 2009

the Company executed 10-year lease directly with the landlord for its corporate headquarters in New York New York which

occupies approximately 43304 square feet The new lease began in August 2011 for 10 years and provided for approximately 12

months of initial free rent and an allowance from the landlord to be used for office improvements and certain other payments of

approximately $1.9 million As of December 31 2012 the Company has received $1.1 million of reimbursed landlord leasehold

improvements

In June 2011 the Company executed new lease to expand its corporate headquarters in New York New York for additional office

space occupying approximately 23528 square feet which expires in December2013 In addition we have facility in Charlestown

Massachusetts that occupies 36557 square feet under lease that expires on December 31 2015 The present value of the future

minimum lease payments of these operating leases is included in the table above

The Company is obliged to make minimum payments of $2.3 million over three
years

related to strategic alliance arrangements
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Legal Proceedings

In the ordinary course of business the Company and its subsidiaries are subject to various claims charges disputes litigation and

regulatory inquiries and investigations These matters if resolved adversely against the Company may result in monetary damages

fines and penalties or require changes in business practices The Company is not currently aware of any pending or threatened

material claims charges disputes litigation and regulatory inquiries and investigations except as follows

Securities Class Action On December 2011 the Company became aware of purported class action lawsuit filed in the U.S

District Court for the Southern District of New York the SDNY or the Court against the Company and certain of its current

and former executive officers The complaint the Wallace Complaint alleges that the defendants made false and misleading

statements or omissions in violation ofthe Securities Exchange Act of 1934 The plaintiff seeks unspecified compensatory damages

for the purported class of purchasers of our common stock during the period from February 17 2011 through November 10 2011

the Allegation Period On December 27 2011 second purported class action complaint which makes substantially the same

claims as and is related to the Wallace Complaint was filed in the SDNY against us and certain of our current and former executive

officers seeking similar unspecified compensatory damages for the Allegation Period On April 2012 the Court consolidated

the actions and appointed Plumbers and Pipefitters National Pension Fund as lead plaintiff and also appointed lead counsel in the

consolidated action Consolidated Class Action On June 152012 the lead plaintifffiled an amended complaint that in addition

to the original allegations made in the Wallace Complaint alleges that the Company certain of its current and former officers and

directors and the underwriters in the Companys April 2011 stock offering issued registration statement and prospectus in

connection with the offering that contained untrue statements of material fact or omitted material information required to be stated

therein in violation of the Securities Act of 1933 The defendants filed their motions to dismiss the action on July 31 2012 and

in response to the lead plaintiff opposition to the defendants motions filed on September 17 2012 the defendants filed their replies

to plaintiffs opposition on October 10 2012 Defendants motions to dismiss have been fully briefed and are currently pending

before the Court The Company believes that these claims are without merit and intend to defend these lawsuits vigorously

Shareholder Derivative Actions On December 28 2011 shareholder derivative complaint was filed in the SDNY against us

and certain of our current and former directors The complaint the Dixon Action alleges that the defendants breached their

fiduciary duties by causing the Company to issue materially false and misleading statements about the Companys business

prospects financial condition and performance during the same Allegation Period alleged in the Wallace Complaint On April 16

2012 the Court approved the parties stipulation agreeing to stay all proceedings in the Dixon Action including discovery until

the Court renders decision on the defendants anticipated motion to dismiss the Consolidated Class Action On April 16 2012

second shareholder derivative complaint the Horbal Action was filed in the Supreme Court of the State of New York in New

York County against the Company and certain of our current and former directors and officers The Horbal Action makes

substantially the same claims as and is related to the Dixon Action On April 24 2012 one of the director defendants removed

the Horbal Action to the SDNY and on May 2012 it was assigned to the same judge as in the Dixon Action On May 22 2012

the plaintiff in the Horbal Action moved to remand the case to state court On June 2012 defendant filed an opposition to remand

and the plaintiff filed reply on June 15 2012 Plaintiffs motion to remand has been fully briefed and is pending before the Court

The Company believes the claims in these derivative actions are without merit and intend to defend these lawsuits vigorously

SEC Investigation On August 2011 the Company received subpoena from the United States Securities and Exchange

Commission the SEC requesting certain documents related to its business from January 2011 through August 2011 The

Company has produced number of documents to the SEC and continues to cooperate with the SEC
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Year ended December 31 2012

Deducted from Accounts Receivable

Allowance for doubtful accounts

Credit reserve

Total

Year ended December 31 2011

Deducted from Accounts Receivable

Allowance for doubtful accounts

Credit reserve

Total

Year ended December 31 2010

Deducted from Accounts Receivable

Allowance for doubtful accounts

Credit reserve

Total

SCHEDULE VALUATION AND QUALIFYING ACCOUNTS
In Thousands

611 530

1859 7164

2470 7694

581

1837

2418

Balance at

Beginning of

Period

Additions

Charged to

Expenses/Against

Revenue Deductions

Balance at End of

Period

724 1713

1425 6348

2149 8061

581 1344

1837 3933

2418 5277

936 1501

6348 1425

7284 2926

1201 724

4345 1425

5546 2149

560

7186

7746
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ITEM CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL

DISCLOSURE

None

ITEM 9A CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures

We maintain disclosure controls and procedures as defined in Rules 3a- 15e or 5d- 15e under the Securities Exchange Act

of 1934 as amended the Exchange Act that are designed to ensure that information we are required to disclose in reports that

we file or submit under the Exchange Act is recorded processed summarized and reported within the time periods specified in

the Securities and Exchange Commission rules and forms and that such information is accumulated and communicated to our

management including our principal executive officer and principal financial officer as appropriate to allow timely decisions

regarding required disclosure In designing and evaluating the disclosure controls and procedures management recognized that

any
controls and procedures no matter how well designed and operated can provide only reasonable assurance of achieving the

desired control objectives Our management with the participation of our principal executive officer and principal financial officer

evaluated the effectiveness of our disclosure controls and procedures as of the end of the period covered by this report

Based upon this evaluation our principal executive officer and principal financial officer have concluded that our disclosure

controls and procedures were effective as ofthe end ofthe period covered by this report Management believes that the consolidated

financial statements included in this Annual Report on Form 0-K are fairly presented in all material respects in accordance with

GAAP and our principal executive officer and principal financial officer have certified that they fairly present in all material

respects our financial condition results of operations and cash flows for each of the periods presented in this report

Report of Management on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over our financial reporting

Internal control over financial reporting is process designed to provide reasonable assurance regarding the reliability of financial

reporting and the preparation of financial statements for external purposes
in accordance with accounting principles generally

accepted in the United States of America

Our internal control over financial reporting includes policies and procedures that pertain to the maintenance of records that

in reasonable detail accurately and fairly reflect the transactions and dispositions of our assets ii provide reasonable assurance

that transactions are recorded as necessary to permit preparation of financial statements in accordance with accounting principles

generally accepted in the United States of America and that our receipts and expenditures are being made only in accordance with

authorizations of our management and directors and iiiprovide reasonable assurance regarding prevention or timely detection

of unauthorized acquisition use or disposition of our assets that could have material effect on the financial statements Due to

its inherent limitations internal control over financial reporting may not prevent or detect misstatements

Management conducted an evaluation of the effectiveness of internal control over financial reporting based on the framework in

Internal Con frol-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission

COSO Based on this evaluation management concluded that our internal control over financial reporting was effective as of

December 31 2012

The effectiveness of our internal control over financial reporting as of December 31 2012 has been audited by

PricewaterhouseCoopers LLP an independent registered public accounting firmas stated in their report which is included in Item

of this Annual Report on Form 10-K

Changes in Internal Control over Financial Reporting

At December 312011 management identified material weakness in internal control over financial reporting related to the review

of the calculation of our maximum annual capital expenditures allowed under related covenant set forth in our First Lien Credit

Facility Specifically we failed to calculate accurately the annual maximum capital expenditure limit for the year
ended December

31 2011 under financial covenant set forth in our First Lien Credit Facility and did not design effective controls to ensure an

adequate review of the schedule used for this calculation Although the error in the calculation in this instance did not result in

any non-compliance under the First Lien Credit Facility our failure to prevent or timely detect an error of this nature in the future

could create the potential for an inadvertent breach of this financial covenant that if not waived by the lenders could result in

default under the loan facility causing all outstanding indebtedness thereunder to become immediately due which in turn would

require the long-term indebtedness reflected in our consolidated financial statements to be reclassified as current liability As

result notwithstanding that this control deficiency had no effect on our consolidated financial statements management determined
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that it is reasonably possible that it could result in our failure to prevent or timely detect material misstatement of our consolidated

financial statements

Accordingly management determined that this control deficiency constitutes material weakness in internal control over financial

reporting as of December 31 2011 Because of the material weakness management concluded that our internal control over

financial reporting as of December 31 2011 was not effective based on the criteria issued by the COSO

During 2012 we completed the following steps to remediate the underlying causes of the material weakness

identified and implemented improved processes surrounding the calculations that track compliance with the financial

covenants contained in the First Lien Credit Facility

instituted an additional level ofreview and analysis ofcovenant compliance calculations and enhanced ongoing monitoring

and forecasting of such compliance and

engaged in thorough review of all covenants under First Lien Credit Facility and provided additional tools for key

personnel to track covenant compliance requirements

Based upon these steps taken and our testing and evaluation of the effectiveness of our internal controls we have concluded the

material weakness related to controls over the period-end financial reporting process no longer existed as of December 31 2012

As described above there were changes in our internal control over financial reporting as defined in Rules 3a- 15f or Sd- 15

under the Exchange Act during the period covered by this report that have materially affected or are reasonably likely to

materially affect our internal control over financial reporting

ITEM 9B OTHER INFORMATION

None

ITEM 10 DIRECTORS EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The information required under this item is incorporated herein by reference to our definitive proxy statement pursuant to

regulation 4A which proxy statement is expected to be filed with Securities and Exchange Commission not later than 120

days after the close of the fiscal year ended December 31 2012

ITEM 11 EXECUTIVE COMPENSATION

The information required under this item is incorporated herein by reference to our definitive proxy statement pursuant to

regulation 4A which proxy statement is expected to be filed with Securities and Exchange Commission not later than 120

days after the close of the fiscal year ended December 31 2012

ITEM 12 SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED

STOCKHOLDER MATTERS

The information required under this item is incorporated herein by reference to our definitive
proxy statement pursuant to

regulation 4A which proxy statement is expected to be filed with Securities and Exchange Commission not later than 120

days after the close of the fiscal year ended December 31 2012

ITEM 13 CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS AND DIRECTOR INDEPENDENCE

The information required under this item is incorporated herein by reference to our definitive proxy statement pursuant to

regulation 4A which proxy statement is expected to be filed with Securities and Exchange Commission not later than 120

days after the close of the fiscal year ended December 31 2012

ITEM 14 PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required under this item is incorporated herein by reference to our definitive proxy statement pursuant to

regulation 14A which proxy statement is expected to be filed with Securities and Exchange Commission not later than 120

days after the close of the fiscal year ended December 31 2012

ITEM 15 EXHIBITS
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The following are filed as part of this Annual Report

Financial Statements

The financial statements filed as part of this Annual Report are listed on the index to financial statements found in Item

Financial Statement Schedules

The financial statement schedule entitled Schedule Il-Valuation and Qualifying Accounts filed as part of this Annual Report is

listed on the index to financial statements found in Item All other schedules have been omitted since the required information

is not present or not present in amounts sufficient to require submission of the schedule or because the information required is

included in the Consolidated Financial Statements or the Notes thereto

Exhibits

The following exhibits are required by Item 601 of Regulation S-K

Exhibit

Number Description

Fourth Amended and Restated Certificate of Incorporation of the Company Incorporated by reference to

3.1 Exhibit 3.2 to the Companys Registration Statement on Form 5-1 as amended File No 333-165991

Amended and Restated By-Laws of the Company Incorporated by reference to Exhibit 3.3 to the Companys
3.2 Registration Statement on Form S-I as amended File No 333-165991

Specimen Common Stock Certificate Incorporated by reference to Exhibit 4.1 to the Companys Registration

4.1 Statement on Form S-I as amended File No 333-165991

Registration Rights Agreement by and among the investors and shareholders listed therein and the Company
dated as of June 15 2007 Incorporated by reference to Exhibit 4.2 to the Companys Registration Statement

4.2 on Form S-I as amended File No 333-165991

Stockholders Agreement by and among the investors and shareholders listed therein and the Company dated

as of June 15 2007 as amended Incorporated by reference to Exhibit 4.3 to the Companys Registration

4.3 Statement on Form S-i as amended File No 333165991

Sublease Agreement by and between Meredith Corporation and Intralinks Inc dated as of September 24
2007 Incorporated by reference to Exhibit 10.1 to the Companys Registration Statement on Form S-I as

10.1 amended File No 333-16599

First Amendment to Sublease Agreement by and between Meredith Corporation and Intralinks Inc dated as

of June 2009 Incorporated by reference to Exhibit 10.2 to the Companys Registration Statement on Form

10.2 S-I as amended File No 333-165991

Lease Agreement by and between Hiro Real Estate Co and Intralinks Inc dated as of December 31 2009

Incorporated by reference to Exhibit 10.3 to the Companys Registration Statement on Form S-i as

10.3 amended File No 333-165991

Lease Agreement by and between Schraffi Center LLC and Intralinks Inc dated July 15 2008 Incorporated

by reference to Exhibit 10.16 to the Companys Annual Report on Form 10-K for the fiscal year ended 2010

10.4 filed on March 22 2011

First Amendment to the Lease Agreement by and between Schraffi Center LLC and Intralinks Inc dated

December 21 2010 Incorporated by reference to Exhibit 10.17 to the Companys Annual Report on Form

10.5 10-K for the fiscal year ended 2010 filed on March 22 2011

Sublease Agreement among Hiro Real Estate Co True North Communications Inc Pfizer Inc World

Color Corp and Intralinks Inc dated as of July 222011 Incorporated by reference to Exhibit 10.6 to the

10.6 Companys Annual Report on Form 10-K for the fiscal year ended 2011 flIed on March 212012

2007 Stock Option and Grant Plan First Amendment to 2007 Stock Option and Grant Plan Form of

Incentive Stock Option Agreement Form of Non-Qualified Stock Option Agreement and Form of Restricted

Stock Agreement Incorporated by reference to Exhibit 10.4 to the Companys Registration Statement on

10.7 Form S-I as amended File No 333-165991

2007 Restricted Preferred Stock Plan and Form of Restricted Stock Agreement Incorporated by reference to

10.8 Exhibit 10.5 to the Companys Registration Statement on Form S-I as amended File No 333-165991

2010 Employee Stock Purchase Plan Incorporated by reference to Exhibit 10.6 to the Companys
10.9 Registration Statement on Form S-i as amended File No 333-165991

2010 Equity Incentive Plan and forms of award agreements Incorporated by reference to Exhibit 10.7 to the

10.10 Companys Registration Statement on Form S-i as amended File No 333-170694

Senior Executive Incentive Bonus Plan Incorporated by reference to Exhibit 10.8 to the Companys
10.11 Registration Statement on Form S-i as amended File No 333-165991
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Intralinks Inc Senior Executive Severance Plan Incorporated by reference to Exhibit 10.14 to the

10.12 Companys Registration Statement on Form S-I as amended File No 333-165991

Non-Employee Director Compensation Policy Incorporated by reference to Exhibit 10.1 to the Companys
10.13 Quarterly Report on Form 10-Q for the quarter ended March 31 2011 filed on May 16 2011

First Lien Credit Agreement by and among Intralinks Inc the Company the lenders listed therein Deutsche

Bank Securities Inc and Credit Suisse Securities USA LLC as joint lead arrangers and joint bookrunners

Deutsche Bank Trust Company Americas as administrative agent and collateral agent for the lenders and as

syndication agent and ING Capital LLC as documentation agent dated as of June 15 2007 including

Amendment No to Credit Agreement dated as of May 14 2010 thereto and Amendment No to Credit

Agreement dated as of November 24 2010 thereto Incorporated by reference to Exhibit 10.9 to the

10.14 Companys Registration Statement on Form 5-1 as amended File No 333-170694

Employment Agreement dated as of December 15 2011 by and between the Company and Ronald

Hovsepian Incorporated by reference to Exhibit 10.1 to the Companys Current Report on Form 8-K filed on

10.15 December 16 2011

Employment Agreement by and between Intralinks Inc and Derek Irwin Incorporated by reference to

10.16 Exhibit 10.2 to the Companys Current Report on Form 8-K filed on September 2005

Employment Agreement dated as of January 27 2012 by and between Intralinks Holdings Inc and Scott

Semel Incorporated by reference to Exhibit 10.3 to the Companys Current Report on Form 8-K filed on

10.17 February 12012

Separation and General Release Agreement dated as of February 2012 by and between the Company and

Andrew Damico Incorporated by reference to Exhibit 10.1 to the Companys Current Report on Form 8-K

10.18 filed on February 2012

Employment Agreement by and between Intralinks Inc and Anthony Plesner dated as of March 18 2005

Incorporated by reference to Exhibit 10.13 to the Companys Registration Statement on Form S-I as

10.19 amended File No 333-165991

Separation and Independent Contractor Services Agreement dated as of August 30 2012 by and between

Intralinks Holdings Inc and Anthony Plesner Incorporated by reference to the Companys Current Report

10.20 on Form 8-K filed on September 2012

Separation and Independent Contractor Services Agreement dated as of January 27 2012 by and between

Intralinks Holdings Inc and David Curran Incorporated by reference to Exhibit 10.3 to the Companys
10.2 Current Report on Form 8-K filed on February 2012

Form of Indemnification Agreement Incorporated by reference to Exhibit 10.15 to the Companys
10.22 Registration Statement on Form S-I as amended File No 333-165991

21.1 List of Subsidiaries of the Company

23.1 Consent of PricewaterhouseCoopers LLP Independent Registered Public Accounting Firm

31.1 Certification of Principal Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Principal Accounting Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1 Certification of Principal Executive Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2 Certification of Principal Accounting Officer pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101 .INS XBRL Instance Document

101 .SCH XBRL Taxonomy Extension Schema Document

IOl.CAL XBRL Taxonomy Calculation Linkbase Document

101 .LAB XBRL Taxonomy Label Linkbase Document

101 .PRE XBRL Taxonomy Presentation Linkbase Document

10l.DEF XBRL Taxonomy Definitions Linkbase Document

Filed herewith

Indicates management contract or compensation plan contract or arrangement

Attached as Exhibits 101 to this report are the following financial statements from our Annual Report on Form 10-K for the year ended December 31 2012

formatted in XBRL eXtensible Business Reporting Language the Consolidated Balance Sheets iithe Consolidated Statements of Operations iii the

Consolidated Statement of Comprehensive Loss Income iv the Consolidated Statement of Cash Flows and related notes to these financial statements

The XBRI related information in Exhibits 101 to this Annual Report on Form 10-K shall not be deemed filed or part of registration statement or prospectus

for purposes of Sections II or 12 of the Securities Act of 1933 as amended and is not filed for purposes of Section 18 of the Secunties Exchange Act of

1934 as amended or otherwise subject to the liabilities of those sections
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SIGNATURES

Pursuant to the requirements of Section 13 or 15d of the Securities Exchange Act of 1934 the Registrant has duly caused

this report to be signed on its behalf on March 11 2013 by the undersigned thereunto duly authorized

INTRALINKS HOLDINGS INC

By Is Ronald Hovsepian

Ronald Hovsepian

President and Chief Executive Officer

Date March 11 2013

Pursuant to the requirements of the Securities Exchange Act of 1934 this report has been signed below by the following

persons on behalf of the Registrant and in the capacities indicated

Title

Director President and Chief Executive

Officer principal executive officer

_____________ Chief Financial Officer

principal financial and accounting

officer

Chairman of the Board of Directors

Director

Director

Director

Director

Director

Director

Signature

Is Ronald Hovsepian

Ronald Hovsepian

Is Derek Irwin

Derek Irwin

7sf Patrick Wack Jr

Patrick Wack Jr

7sf Brian Conway

Brian Conway

Is Peter Gyenes

Peter Gyenes

Is Thomas Hale

Thomas Hale

Is Habib Kairouz

Habib Kairouz

Is Robert McBride

Robert McBride

Is Chris Scalet

Chris Scalet

Date

March 11 2013

March 11 2013

March Il 2013

March 11 2013

March 112013

March 11 2013

March 11 2013

March 112013

March 11 2013
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