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QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the quarterly period ended June 30, 2015

or
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission File Number: 001-36071

ROCKET FUEL INC.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of incorporation or 30-0472319 o
organization) (I.R.S. Employer Identification Number)

1900 Seaport Boulevard, Pacific Shores Center, Redwood City, CA 94063
(Address of principal executive offices and Zip Code)

(650) 595-1300

(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Exchange Act during the preceding 12 months (or for such shorter period that the registrant was required to file such
reports), and (2) has been subject to such filing requirements for the past 90 days. Yes x No ~

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Website, if any,
every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of
this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and
post such files). Yes x No ~

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See definition of "large accelerated filer," "accelerated filer" and "smaller reporting



Edgar Filing: Rocket Fuel Inc. - Form 10-Q

company" in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer” Accelerated filer X
Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company
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Indicate the number of shares outstanding of each of the issuer's classes of common stock as of the latest practicable
date. On July 31, 2015, there were 42,704,430 shares of the registrant's common stock, par value $0.001, outstanding.




Edgar Filing: Rocket Fuel Inc. - Form 10-Q

EMERGING GROWTH COMPANY
We are an ‘‘emerging growth company’’ as that term is defined in the Jumpstart Our Business Startups Act of 2012 and,
as such, we have elected to comply with certain reduced public company reporting requirements.
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PART I

ITEM 1. FINANCIAL STATEMENTS (UNAUDITED)

Rocket Fuel Inc.

CONDENSED CONSOLIDATED BALANCE SHEETS

(In thousands, except share data)
(Unaudited)

Assets

Current Assets:

Cash and cash equivalents
Accounts receivable, net

Deferred tax assets, net

Prepaid expenses

Other current assets

Total current assets

Property, equipment and software, net
Restricted cash

Intangible assets, net

Goodwill

Other assets

Total assets

Liabilities and Stockholders’ Equity
Current Liabilities:

Accounts payable

Accrued and other current liabilities
Deferred revenue

Current portion of capital leases
Current portion of debt

Total current liabilities

Debt—Less current portion

Capital leases—Less current portion
Deferred rent—Less current portion
Deferred tax liabilities

Other liabilities

Total liabilities

Commitments and contingencies (Note 10)

Stockholders’ Equity:

June 30,
2015

$81,065
119,423
1,716
3,167
6,847
212,218
86,719
2,304
60,845
115,412
1,620
$479,118

$63,305
32,740
1,931
6,233
45,720
149,929
20,477
10,649
25,498
1,949
1,204
209,706

Common stock, $0.001 par value— 1,000,000,000 authorized as of June 30, 2015
and December 31, 2014; 42,662,928 and 42,002,533 issued and outstanding as of43

June 30, 2015 and December 31, 2014, respectively

Additional paid-in capital

Accumulated other comprehensive loss
Accumulated deficit

Total stockholders’ equity

Total liabilities and stockholders’ equity

See Accompanying Notes to Condensed Consolidated Financial Statements.

439,542
(113
(170,060
269,412
$479,118

December 31,
2014

$107,056
135,400
1,716
3,698
12,531
260,401
89,441
2915
69,299
115,412
1,797
$539,265

$76,085
33,258
593
5,482
45,705
161,123
23,335
12,341
26,818
2,068
814
226,499

42

421,630
(120
(108,786
312,766
$539,265
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Rocket Fuel Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, except loss per share data)

(Unaudited)

Three Months Ended Six Months Ended

June 30, June 30,

2015 2014 2015 2014
Revenue $120,065 $92,642  $224,399 $167,039
Costs and expenses:
Media costs 49,155 37,930 94,716 67,637
Other cost of revenue 19,826 8,993 39,782 16,821
Research and development 11,791 8,434 23,114 15,675
Sales and marketing 41,750 33,789 84,628 63,548
General and administrative 14,761 12,135 32,335 22,475
Restructuring 6,471 — 6,471 —
Total costs and expenses 143,754 101,281 281,046 186,156
Operating loss (23,689 ) (8,639 ) (56,647 ) (19,117 )
Interest expense 1,045 514 2,385 928
Other (income) expense, net (696 ) 425 1,512 444
Loss before income taxes (24,038 ) (9,578 ) (60,544 ) (20,489 )
Income tax (benefit) provision 372 181 729 496
Net loss $(24,410 ) $(9,759 ) $(61,273) $(20,985 )
Basic and diluted net loss per share attributable to common
stockholders $(0.58 ) $(0.28 ) $(1.45 ) $(0.61 )

Basic and diluted weighted-average shares used to compute net loss

per share attributable to common stockholders 42,296 35,172 42,140 34,606

See Accompanying Notes to Condensed Consolidated Financial Statements.
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Rocket Fuel Inc.
CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(In thousands)

(Unaudited)
Three Months Ended  Six Months Ended
June 30, June 30,
2015 2014 2015 2014
Net loss $(24,410) $(9,759 ) $(61,273) $(20,985 )
Other comprehensive income (loss): (1)
Foreign currency translation adjustments 116 @ ) 7 25
Comprehensive loss $(24,294) $(9,766 ) $(61,266) $(20,960 )

(1) Reclassifications out of Other comprehensive income (loss) into Net loss were not significant.
See Accompanying Notes to Condensed Consolidated Financial Statements.
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Rocket Fuel Inc.
CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In thousands)

(Unaudited)

Six Months Ended

June 30,

2015 2014
OPERATING ACTIVITIES:
Net loss $(61,273) $(20,985)
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization 24,023 6,940
Impairment of leasehold improvements 2,704 —
Stock-based compensation 13,881 11,241
Deferred taxes (20 ) 112
Excess tax benefit from stock-based activity — (163 )
Other non-cash adjustments, net 1,044 69
Changes in operating assets and liabilities, net of effects of acquisition:
Accounts receivable 15,362 (3,179 )
Prepaid expenses and other assets 6,318 (14,614 )
Accounts payable (11,538 ) (248 )
Accrued and other liabilities 182 (1,301 )
Deferred rent 890 15,749
Deferred revenue 1,338 457
Net cash used in operating activities (7,089 ) (5,922 )
INVESTING ACTIVITIES:
Purchases of property, equipment and software (10,085 ) (19,141 )
Capitalized internal-use software development costs (6,048 ) (3,555 )
Changes in restricted cash 636 (2,203 )
Net cash used in investing activities (15,497 ) (24,899 )
FINANCING ACTIVITIES:
Proceeds from the issuance of common stock, net of issuance costs — 115,130
Proceeds from employee stock plans, net 3,139 5,671
Excess tax benefit from stock-based activity — 163
Tax withholdings related to net share settlements of restricted stock units (533 ) (53 )
Repayment of capital lease obligations (2,755 ) (430 )
Proceeds from debt facilities, net of debt issuance costs 242 ) —
Repayment of debt (3,000 ) —
Net cash (used in) provided by financing activities (3,391 ) 120,481
EFFECT OF EXCHANGE RATE CHANGES ON CASH AND CASH EQUIVALENTS (14 ) 7
CHANGE IN CASH AND CASH EQUIVALENTS (25,991 ) 89,667
CASH AND CASH EQUIVALENTS—Beginning of period 107,056 113,873
CASH AND CASH EQUIVALENTS—End of period $81,065  $203,540
7
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SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW INFORMATION:
Cash paid for income taxes, net of refunds

Cash paid for interest

SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING AND FINANCING
ACTIVITIES:

Purchases of property and equipment recorded in accounts payable and accruals
Offering costs recorded in accrued liabilities

Property, plant and equipment acquired under capital lease obligations

Vesting of early exercised options

Stock-based compensation capitalized in internal-use software costs

See Accompanying Notes to Condensed Consolidated Financial Statements.

8

Six Months Ended
June 30,

2015 2014
$454 $205
1,921 791
$428 $9,079
— 32
1,786 7,350
97 576
1,286 762
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ROCKET FUEL INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Rocket Fuel Inc. (the “Company”’) was incorporated as a Delaware corporation on March 25, 2008. The Company is a
provider of artificial-intelligence digital advertising solutions headquartered in Redwood City.

The accompanying unaudited Condensed Consolidated Financial Statements have been prepared in accordance with
generally accepted accounting principles in the United States of America (“GAAP”) and the applicable rules and
regulations of the Securities and Exchange Commission (“SEC”). Certain information and footnote disclosures normally
included in Consolidated Financial Statements prepared in accordance with GAAP have been condensed or omitted in
accordance with such rules and regulations. The Condensed Consolidated Balance Sheet data as of December 31,
2014 was derived from audited financial statements, but does not include all disclosures required by GAAP. In the
opinion of management, the accompanying unaudited Condensed Consolidated Financial Statements reflect all
adjustments, consisting only of normal recurring adjustments, necessary for a fair statement of our financial position
and our results of operations and cash flows.

These Condensed Consolidated Financial Statements should be read in conjunction with the audited Consolidated
Financial Statements and notes thereto included in our Annual Report on Form 10-K for the fiscal year
ended December 31, 2014.

The significant accounting policies and recent accounting pronouncements were described in Note 1 to the
Consolidated Financial Statements included in the 2014 Annual Report on Form 10-K for the fiscal year
ended December 31, 2014. There have been no significant changes in or updates to the accounting policies
since December 31, 2014 other than as presented below.

Concentration of Credit Risk—Financial instruments that potentially subject the Company to significant concentrations
of credit risk consist primarily of cash and accounts receivable. A significant portion of the Company’s cash is held at
four major financial institutions that the Company's management has assessed to be of high credit quality. The
Company has not experienced any losses in such accounts.

The Company mitigates its credit risk with respect to accounts receivable by performing credit evaluations and
monitoring agencies' and advertisers' accounts receivable balances. As of June 30, 2015 and December 31, 2014, two
agency holding companies and no single advertiser accounted for 10% or more of accounts receivable.

With respect to revenue concentration, the Company defines a customer as an advertiser that is a distinct source of
revenue and is legally bound to pay for the advertising services that the Company delivers on the advertiser’s behalf.
The Company counts all advertisers within a single corporate structure as one customer even in cases where multiple
brands, branches or divisions of an organization enter into separate contracts with the Company. During the three and
six months ended June 30, 2015 and 2014, no single customer represented 10% or more of revenue.

The Company also monitors the percentage of revenue from advertising agencies, even though advertising agencies
that act on behalf of the Company’s advertisers are not considered customers based on the definition above. If all
branches and divisions within each global advertising agency were considered to be a single agency for this purpose,
two agency holding companies would have been associated with 10% or more of revenue during the three and six
months ended June 30, 2015 and 2014.

Goodwill—The Company performs an annual impairment test towards the end of its fiscal year on December 1 and
whenever events or changes in circumstances indicate that the carrying value of goodwill may not be recoverable.
During the quarter ended June 30, 2015, the market capitalization of its publicly traded common stock sustained a
decline. The Company determined the decline to be a change in circumstances triggering the necessity to test its
goodwill for impairment. Since the Company operates its business in one reporting unit, the goodwill is tested for
impairment at the enterprise level. Since the reporting unit's fair value based on quoted market prices of the
Company's common stock was in excess of its carrying value, it concluded that there has been no impairment of

11
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goodwill during the quarter ended June 30, 2015. If facts, circumstances or assumptions change in the future, the
Company may be required to record impairment charges to reduce the carrying value of its goodwill.

Fair Value Measurement—The fair value of the money market funds presented as cash equivalents on our Consolidated
Balance Sheets were $22.9 million as of June 30, 2015 and December 31, 2015. These are measured as level 1 inputs
in the fair value hierarchy.

9

12



Edgar Filing: Rocket Fuel Inc. - Form 10-Q

The fair values of our other financial instruments, not carried at fair value on the Consolidated Balance Sheets,
including accounts receivable, accounts payable, accrued liabilities, term loan and revolving credit facility do not
materially differ from their carrying amounts due to their short maturities and, in the case of the term loan and
revolving credit facility, their variable, market-based interest rates.

Recently Issued and Adopted Accounting Pronouncements

On April 15, 2015, the Financial Accounting Standards Board ("FASB") issued accounting guidance which clarifies
the circumstances under which a cloud computing customer would account for the arrangement as a license of
internal-use software under ASC 350-40. The guidance is effective for annual periods and interim periods therein
beginning after December 15, 2015. The Company is evaluating the impact from the adoption of this guidance on its
consolidated financial statements.

In April 2015, the FASB issued accounting guidance which requires that debt issuance costs related to a recognized
debt liability be presented in the balance sheet as a direct deduction from the carrying amount of that debt liability
under ASU 2015-03. The guidance is effective for fiscal years beginning after December 15, 2015, including interim
periods within those fiscal years. Earlier adoption is permitted for financial statements that have not been previously
issued. The Company does not expect this guidance to affect our balance sheets as we currently present debt issuance
costs as offsets to the related debt.

In August 2014, the FASB provided accounting guidance about management’s responsibility to evaluate whether there
is substantial doubt about an entity’s ability to continue as a going concern and to provide related footnote disclosures
under ASU 2014-15. The amendments are effective for the annual period ending after December 15, 2016, and for
annual periods and interim periods thereafter. Early adoption is permitted. The Company is currently evaluating the
impact of this ASU and expects no material modifications to its financial statements.

In May 2014, the FASB issued accounting guidance which requires an entity to recognize the amount of revenue to
which it expects to be entitled for the transfer of promised goods or services to customers under ASU 2014-09. The
ASU will replace most existing revenue recognition guidance in U.S. GAAP when it becomes effective. On July 9,
2015, the FASB decided to delay the effective date of ASU 2014-09 by one year allowing early adoption as of the
original effective date January 1, 2017. The deferral results in the new revenue standard being effective January 1,
2018. The Company is currently evaluating the impact of this ASU on its consolidated financial position, results of
operations and cash flows.

NOTE 2. PROPERTY, EQUIPMENT AND SOFTWARE, NET
Property, equipment and software, net as of June 30, 2015 and December 31, 2014, consisted of the following (in
thousands):

June 30, December 31,

2015 2014
Capitalized internal-use software costs $30,955 $23,385
Computer hardware and software 49,906 46,299
Furniture and fixtures 13,531 11,674
Leasehold improvements 39,147 36,811
Total 133,539 118,169
Accumulated depreciation and amortization (46,820 ) (28,728 )
Total property, equipment and software, net $86,719 $89,441

Total depreciation and amortization expense, excluding amortization of internal-use software costs, was $6.1 million
and $2.7 million for the three months ended June 30, 2015 and 2014, respectively, and $12.1 million and $4.5 million
for the six months ended June 30, 2015 and 2014, respectively. Amortization expense of internal-use software costs
was $1.8 million and $1.2 million for the three months ended June 30, 2015 and 2014, respectively, and $3.4 million
and $2.3 million for the six months ended June 30, 2015 and 2014, respectively. Refer to Note 4 for details of the

13
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Company's capital leases as of June 30, 2015 and December 31, 2014.

10
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In the three months ended June 30, 2015, the Company recorded an impairment charge of $2.7 million for certain of
its leasehold improvements in connection with its restructuring activities. Refer to Note 5 for details of the Company's
restructuring plan.

Total amortization expense related to intangible assets acquired in the business combination with [x+1] was $4.2
million and $8.5 million for the three and six months ended June 30, 2015, respectively.

NOTE 3. BUSINESS COMBINATIONS

On September 5, 2014, the Company acquired X Plus Two Solutions, Inc., a Delaware corporation (“X Plus Two”),
which wholly owns X Plus One Solutions, Inc, known in the industry as [x+1] ("[x+1]"). The acquisition of [x+1]
significantly expanded the market opportunity and accelerated the Company’s entry into the digital marketing
enterprise software-as-a-service ("SaaS") market. At closing, all outstanding shares of [x+1]'s capital stock and stock
options were canceled in exchange for an aggregate of $98.0 million in cash and approximately 5.3 million shares of
the Company’s common stock. The total preliminary purchase consideration is as follows (in thousands):

Purchase consideration:

Cash $98,045
Fair value of 5,253,084 shares common stock transferred 82,421
Total preliminary purchase price $180,466

The acquisition of [x+1] was accounted for in accordance with the acquisition method of accounting for business
combinations with the Company as the accounting acquirer. The Company expensed the acquisition-related
transaction costs in the amount of $4.9 million in general and administrative expenses. The total purchase price as
shown in the table above was allocated to the tangible and identifiable intangible assets acquired and liabilities
assumed based on their estimated fair values. The total purchase price was allocated using the information currently
available for asset acquired and liabilities assumed and may be revised when these estimates change (in thousands):

Current assets $32,005
Non-current assets 3,999

Current liabilities (28,893 )
Non-current liabilities (16,216 )
Net acquired tangible assets (9,105 )
Identifiable intangible assets 74,700
Goodwill 114,871

Total preliminary purchase price $180,466

The goodwill was primarily attributable to synergies expected to be generated from combining the Company's and
[x+1]’s technology and operations. None of the goodwill recorded as part of the acquisition will be deductible for U.S.
federal income tax purposes.

The changes in the carrying amount of goodwill for the year ended December 31, 2014 are as follows (in thousands):

Goodwill
Balance as of December 31, 2013 $—
Goodwill acquired 114,871
Goodwill adjustments recorded during the three months ended December 31, 2014 (1) 541
Balance as of December 31, 2014 and June 30, 2015 $115,412

11
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(1) Pursuant to business combinations accounting guidance, goodwill adjustments, for the effect of changes to net
assets acquired during the measurement period, may be recorded up to one year from the date of an acquisition.
Goodwill adjustments were not significant to our previously reported operating results or financial position.
The results of operations of [x+1] have been included in the Company's condensed consolidated statements of
operations from the acquisition date. The following unaudited pro forma condensed combined financial information
reflects the Company's results of operations for the periods indicated and assumes that the business had been acquired
at the beginning of fiscal year 2014. The pro forma results include adjustments for amortization associated with the
acquired intangible assets. The pro forma results are presented for informational purposes only and are not necessarily
indicative of results that would have occurred had the acquisition taken place at the beginning of the earliest period
presented, or of future results (in thousands):

Three Months ~ Six Months

Ended Ended
June 30, June 30,
2014 2014
Pro forma revenue $114,753 $210,147
Pro forma revenue less media costs $63,531 $116,745
Pro forma net loss $(17,319 ) $(35,154 )

NOTE 4. CAPITAL LEASES

Property, equipment and software includes hardware and software related to our data centers, which are acquired
under capital lease agreements. The remaining future minimum lease payments under these non-cancelable capital
leases as of June 30, 2015 were as follows (in thousands):

Year ending December 31, Future Payments

2015 (remaining 6 months) $3,514

2016 7,028

2017 5,342

2018 2,329

2019 79

Thereafter —

Total minimum lease payments $18,292

Less: amount representing interest and taxes (1,410 )

Less: current portion of minimum lease payments (6,233 )

Capital lease obligations, net of current portion $10,649
RESTRUCTURING

NOTESS. COSTS

In April 2015, the Company announced a plan intended to improve its operational efficiency, which included a
reduction of its workforce, subletting of certain excess leased office space, and other cost reduction measures. During
the three months ended June 30, 2015, the Company incurred approximately $3.4 million in employee severance costs
and $0.3 million in broker costs associated with subleasing of the excess office space. The Company also incurred a
$2.7 million non-cash impairment charge for leasehold improvements and certain other assets related to the subleased
facility. The Company expects to complete any remaining cash obligations associated with these restructuring
activities in the third quarter of 2015.

12
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NOTE 6. DEBT

Loan Facility—On December 31, 2014, the Company entered into a Second Amended and Restated Revolving Credit
and Term Loan Agreement with certain lenders, the ("2014 Loan Facility"), which was last amended on March 13,
2015. The 2014 Loan Facility amended and restated the Company's then-existing Loan and Security Agreement, dated
as of April 7, 2010, (as amended, the "2010 Loan Facility"). The 2014 Loan Facility provides for an $80.0 million
revolving credit facility that matures on December 31, 2017, with a $12.0 million letter of credit subfacility and a $2.5
million swingline subfacility, and a $30.0 million secured term loan that matures on December 31, 2019. Revolving
loans may be advanced under the 2014 Loan Facility in amounts up to the lesser of (i) 85% of eligible accounts
receivable and (ii) $80.0 million, less the then outstanding principal amount of the term loan. If at any time the
aggregate amounts outstanding exceed the allowable maximum advance, then the Company must make a repayment
in an amount sufficient to eliminate the excess.

If the aggregated cash balances on deposit with the lenders and certain other domestic financial institutions fall below
$40.0 million, the lenders have the right to use future cash collections from accounts receivable directly to reduce the
outstanding balance of the revolving credit facility. The Company is also obligated to prepay the term loan with
proceeds from the occurrence of certain events. The Company may repay revolving loans and term loans under the
2014 Loan Facility in whole or in part at any time without premium or penalty, subject to certain conditions.

As of June 30, 2015, $27.0 million in term loans, $40.0 million under the revolving credit facility and letters of credit
in the amount of $7.0 million were outstanding. The term loan is being repaid in quarterly principal installments of
$1.5 million. The Company paid customary closing fees and pays customary commitment fees and letter of credit
fees.

Revolving loans bear interest, at the Company's option, at (i) a base rate determined pursuant to the terms of the 2014
Loan Facility, plus a spread of 1.625% to 2.125%, or (ii) a LIBOR rate determined pursuant to the terms of the Loan
Facility, plus a spread of 2.625% to 3.125%. Term loans bear interest, at the Company's option, at (i) a base rate
determined pursuant to the terms of the 2014 Loan Facility, plus a spread of 2.50% to 3.00%, or (ii) a LIBOR rate
determined pursuant to the terms of the 2014 Loan Facility, plus a spread of 3.50% to 4.00%. In each case, the spread
is based on the cash reflected on the Company’s balance sheet for the preceding fiscal quarter, plus an amount equal to
the average unused portion of the revolving credit commitments during such fiscal quarter. The base rate is
determined as the highest of (i) the prime rate announced by Comerica Bank, (ii) the federal funds rate plus a margin
equal to 1.00% and (iii) the daily adjusted LIBOR rate plus a margin equal to 1.00%. Under certain circumstances, a
default interest rate of 2.00% above the applicable interest rate will apply on all obligations during the existence of an
event of default under the 2014 Loan Facility.

The Company is required to maintain a minimum of $30.0 million of cash on deposit with the lenders and comply
with certain financial covenants under the 2014 Loan Facility, including the following:

EBITDA. The Company is required to maintain specified EBITDA, which is defined for this purpose, with respect to
any trailing twelve month period, as an amount equal to the sum of (i) consolidated net income (loss) in accordance
with GAAP, after eliminating all extraordinary nonrecurring items of income, plus (ii) depreciation and amortization;
income tax expense; total interest expense; non-cash expenses or losses; stock-based compensation expense; costs and
expenses from permitted acquisitions up to certain limits; costs and expenses in connection with the 2014 Loan
Facility up to certain limits; certain legal fees up to certain limits incurred through December 2015; integration costs
related to the [x+1] acquisition up to certain limits incurred through December 31, 2014 and any other expenses
agreed with Comerica and the lenders; less (iii) all extraordinary and non-recurring revenues and gains (including
income tax benefits).

Liquidity ratio. Under the 2014 Loan Facility, the ratio of (i) the sum of all cash on deposit with Comerica and certain
other domestic financial institutions and the aggregate amount of all eligible accounts receivable to (ii) all
indebtedness owed to the lenders under the 2014 Loan Facility must be at least 1.10 to 1.00.

The terms of the 2014 Loan Facility also require the Company to comply with certain other financial and
non-financial covenants. As of June 30, 2015, the Company was in compliance with all covenants.

13
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Future Payments
Future principal payments of term loan as of June 30, 2015 were as follows (in thousands):

Year ending December 31, Future Payments
2015 (remaining 6 months) $3,000

2016 6,000

2017 6,000

2018 6,000

2019 6,000

Total 27,000

Less: current portion of term loan (6,000

Term loan, net of current portion $21,000

As of June 30, 2015, the $40.0 million balance outstanding under the revolving credit facility had a maturity date of
December 31, 2017, and because the Company has the option to draw upon the facility or repay borrowed funds at

any time, the balance is shown as a current liability in the accompanying condensed consolidated balance sheets. The

debt on the condensed consolidated balance sheets is shown net of $0.8 million in debt issuance costs.

14
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NOTE 7. STOCKHOLDERS’ EQUITY
The following table summarizes information pertaining to our stock-based compensation from stock options and stock
awards, which are comprised of restricted stock awards and restricted stock units (in thousands, except grant-date fair
value and recognition period):

Six Months Ended  Six Months Ended

June 30, June 30,

2015 2014
Stock options:
Outstanding at the beginning of the period 6,291 7,411
Options granted 375 487
Options exercised 217 ) (818 )
Options forfeited (364 ) (154 )
Outstanding at the end of the period 6,085 6,926
Total intrinsic value of options exercised $1,426 $12,717
Total unrecognized compensation expense at period-end $18,569 $30,405
Weighted-average remaining recognition period at period-end (in years) 2.0 24
Stock awards:
Outstanding at the beginning of the period 2,515 382
Stock awards granted 1,628 520
Stock awards vested (172 ) (27 )
Stock awards canceled (561 ) (31 )
Outstanding at the end of the period 3,410 845
Weighted-average grant-date fair value $12.76 $44.15
Total unrecognized compensation expense at period-end $39,102 $27,238
Weighted-average remaining recognition period at period-end (in years) 3.2 3.5

Employee Stock Purchase Plan—In August 2013, the Company’s board of directors adopted and the stockholders
approved the Company’s 2013 Employee Stock Purchase Plan (the “ESPP”), which became effective upon adoption by
the Company’s board of directors. The ESPP allows eligible employees to purchase shares of th