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FORWARD LOOKING STATEMENTS AND PRESENTATION OF FINANCIAL AND OTHER INFORMATION

This Annual Report on Form 10-K (the “Form 10-K”) contains forward-looking statements that involve risks and
uncertainties. Please see the section entitled “Risk Factors” in Item 1A of this Report for important information to

consider when evaluating these statements.

In this Form 10-K, unless the context indicates otherwise, the terms “we,” “us,” “Support.com,” “the Company” and “our” refe
to Support.com, Inc., a Delaware corporation, and its subsidiaries. References to “$” are to United States dollars.
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We have compiled the market size and growth data in this Form 10-K using statistics and other data obtained from
several third-party sources. Some market and statistical data are also based on our good faith estimates, which are
derived from our review of internal surveys, as well as the third-party sources referred to. This information may prove
to be inaccurate because of the method by which the data is obtained or because this information cannot be verified
with complete certainty due to the limits on the availability and reliability of raw data, the voluntary nature of the data
gathering process and other limitations and uncertainties. As a result, although we believe this information is reliable,
we have not independently verified the third-party data and cannot guarantee the accuracy and completeness of this
information.

Various amounts and percentages used in this Form 10-K have been rounded and, accordingly, they may not total
100%.
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We own or otherwise have rights to the trademarks and trade names, including those mentioned in this Form 10-K,
used in conjunction with the marketing and sale of our products.

PART 1
ITEM 1. BUSINESS.
Overview

Support.com, Inc. is a leading provider of cloud-based software and services that enable technology support for a
connected world. Support.com is the choice of leading communications providers, top retailers, and other important
brands in software, consumer and business electronics, and connected technology.

Our technology support services programs help leading brands create new revenue streams and deepen customer
relationships. We offer turnkey, outsourced support services for service providers, retailers, IoT (Internet of Things)
solution providers and technology companies. Our technology support services programs are designed for both the
consumer and small and medium business (“SMB”) markets, and include computer and mobile device set-up, security
and support, virus and malware removal, wireless network set-up, and home security and automation system support.
Most of our technology specialists work from their homes rather than in brick-and-mortar facilities. We are
compensated for our services on a per-incident, per-subscription or labor rate basis.

Our Support.com Cloud offering is a software-as-a-service (“SaaS”) solution for companies to optimize support
interactions with their customers using their own or third party support personnel. The solution enables companies to
quickly resolve complex technology issues for their customers, boosting support agent productivity, providing ease of
use for customer self-service, and dramatically improving the customer experience.

We also offer end-user software products including tools and apps designed to address some of the most common
technology issues, including computer and mobile device maintenance, optimization and security.

We market our technology support services primarily through partners, who resell the services to their customers or
include them in their service offerings. Our Support.com Cloud offering is marketed directly, primarily through our
sales team as well as through partners. We market our end-user software products directly, principally online, and
through partners. Our sales and marketing efforts are primarily focused in North America.

Industry Background

Technology has become an essential feature of the modern home and office. Products such as personal computers,
printers, tablets, smartphones, digital cameras, connected entertainment systems, home automation and other smart
home appliances have become ubiquitous. Each year, these products become more feature-rich, offering many new
capabilities. Consumers and SMBs now depend on such technology for “must-have” information, communication and
entertainment as well as for tasks and activities of our daily lives.

Technology has also become increasingly connected, with networks now commonplace in the home as well as the
office, and with the “Internet of Things” adding a diverse array of sensors that monitor, track and automate the physical
world. At the same time, technology has become increasingly mobile, with anytime/anywhere access to voice, data,
video and applications becoming commonplace.

For consumers and SMBs, the complexity of the technology environment creates challenges in obtaining the benefits

of the connected home and office. For customer support organizations it results in more difficult problems to solve,
including the need to support third-party products in addition to their own offerings. The proliferation of smartphones
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(77% of American adults own a smartphone, according to a 2016 Pew Research Center study) and connected devices
(the average US broadband home today has eight connected devices, according to a 2016 Parks Associates report
compels customer support organizations to fundamentally transform how interactive support is delivered. An
Accenture survey finds that 64% of consumers encounter challenges using “intelligent devices”, such as wearables,
connected home systems, and connected vehicle products. According to the Accenture study, the biggest challenges
facing consumers are that the “intelligent devices” are too complicated to use, difficult to set-up, and do not work as
advertised. These trends in number of devices, connected nature of these devices, and the related complex ecosystem
requires that customer support organizations use modern tools and analytics to fundamentally transform how
interactive support is delivered.

Technology support is becoming increasingly critical to the overall customer experience, not just for technology
products, but also for other products and services that depend on technology to deliver the brand value. According to
recent Forrester Research findings, customer experience leaders outperform the competition in the market, “confirming
that customer experience correlates to revenue growth.” As a result, technology support solutions have begun to
address the parts of the customer experience that are mediated by technology.

3
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Our Growth Strategy

Our objective is to become the leading provider of cloud-based software and services for technology support. We seek
to be both the premier provider of turnkey support programs and a leading best-of-breed software supplier for
technology support organizations. From a financial perspective, our goals are to grow and diversify revenue and
enhance profitability. Our strategies for achieving our goals include increasing SaaS revenue from our Support.com
Cloud offering, expanding existing technology support services programs, launching new services programs, and
improving service delivery efficiency.

To increase SaaS revenue from our Support.com Cloud offering, we expect to continue to invest in product, R&D,
sales and marketing. Our product investment will include enhancing support interaction optimization features,
building out an open platform, enhancing both assisted and self-service support capabilities, incorporating support for
the Internet of Things, and expanding our data analytics capabilities.
To expand existing service programs, we plan to increase our focus on programs with potential for growth, cost
effectiveness and profitability.
To launch new service programs, we intend to pursue opportunities with leading communications, retail, technology,
and other partners in the mobile, Internet of Things (“IoT”) and connected home markets.
To improve our service delivery efficiency, we intend to optimize operating processes, continue using our
Support.com cloud-based software and enhancing our internal service delivery management tools, and evolve our
labor model.

We intend to execute our growth strategy organically and through acquisitions of complementary businesses, where
appropriate.

Our Technology Support Service Programs

Support.com® technology support services are distributed through partners, using the partner’s brand or in referral
programs using the Support.com® brand. Partners include retailers, original equipment manufacturers (“OEMs”),
software providers, broadband providers, Internet services providers and warranty providers. The services programs
include one-time services (“incidents”), subscriptions, and bundled components of broader offerings. Our programs are
based on the following core services:

Connected Home and IoT Services. For connected home technology and automation systems, we offer a complete
range of services to help customers set up, configure and use new systems, including helping consumers personalize
system settings to meet specific lifestyle needs.

Technical Support Services. We offer a variety of troubleshooting, installation, set-up and enablement services for
computers, peripherals and mobile devices and their connectivity. We identify, diagnose and repair technical
problems, including issues associated with viruses, spyware, and other forms of malware, connectivity issues, and
issues with software applications. We create new user accounts, configure automatic system updates, remove
unnecessary trial software, connect devices to the cloud, find and install applications, and synchronize data among
devices. These services cover a wide variety of devices, regardless of manufacturer. Support is provided for devices
including PC, laptops, tablets, mobile devices and other connected devices. Our smartphone and tablet services
include configuring mobile devices for wireless network (WiFi) access, setting up email, and educating customers on
how to browse the Internet and install apps. We secure and repair problems with wireless networks. We configure,
connect and establish secure connections among computers, the wireless network and supported devices.

We deliver our services using specialists who work from their homes rather than in brick and mortar facilities. These
technology specialists are recruited, tested, hired and trained on a virtual basis using proprietary methods and remote
technology. We also utilize contract labor in our service programs. We strive to continually enhance service delivery
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through evolution of our labor model, process improvement using Six Sigma methodologies and enhancement of our
internal service delivery management tools.

Our Support.com Cloud offering

Our cloud-based software is the Company’s flagship offering in the Support Interaction Optimization (SIO) space, a
rapidly growing market. Support.com Cloud is a SaaS offering that provides significant levels of automation and
analytics that enable companies to deliver superior technology issue resolution while improving both the customer
experience and operational performance. Based on insights from supporting more than six million connected
technology transactions annually, our patented software architecture is designed to enable resolving problems in a
consistent manner by using proprietary, automated workflow while capturing rich data for service delivery
optimization. Flexible architecture means that companies can take advantage of additional functionality as their
business requirements change, and can add richer analytics, marketing and subscription management, and third-party
applications to resolve issues.

4
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Our Support.com Cloud offering includes the following cloud applications:

Agent Support — our flagship application for automated guidance for customer support agents leading to more
“productive and engaged support teams, a more consistent support experience and higher customer satisfaction.

Self-Support — a newly released application for contextual self-service support for end-consumers either via the web
2.or mobile apps leading to lower customer effort, a better customer experience and higher customer retention and
loyalty.

Embedded Support — a Software Development Kit (SDK) allowing access to support guidance to be integrated within
“web sites or mobile apps for a seamless product experience.

Key features of our Support.com Cloud offering include:

Smart Guidance. Patent-pending Guided Paths® codify the organization’s best practices and ensures that agents and
customers get the right guidance at the right time to help resolve customer problems. Guided Paths go beyond
knowledge articles and decision trees to gather contextual information and pertinent device data and to automate
time-consuming, multi-step activities in ways that lead to effective and consistent problem resolution and satisfied
customers.

Blended Support Capability. A context engine tracks and analyzes information about what the end-customer is trying
to achieve and about what activities they have already taken to help themselves. This context is maintained across
support channels — for instance, if the customer escalates from self-service to assisted support - and leads to a seamless
blended support experience and reduced customer effort, overcoming one of the most frequent customer complaints
about customer support experiences.

Remote Support Tools. A set of advanced tools including remote access, screen co-browsing, on-screen assistance,
and SeeSupport - remote video support using the customer’s smart phone as a camera - is available to support
representatives enabling them to quickly and effectively troubleshoot technical problems.

Data and Analytics. Our cloud-based data architecture brings “Big Data” benefits to technology support, delivering
business insights from rich data captured during service delivery and enabling organizations to track program
performance and identify potential issues and inefficiencies.

Web-based Application Programming Interfaces (APIs). Open APIs enable integration with other contact center
applications (such as ticketing systems, CRM platforms or knowledge bases) so that our Support.com

Cloud applications can be fully integrated into the agent-customer interaction. The open API’s allow for data transfer
and sharing between applications.

Our End-User Software Products

Our end-user software products are designed to maintain, optimize and secure computers and mobile devices. Certain
software products are licensed on a perpetual basis while others are offered on a subscription basis.

Our principal software products include products designed for malware protection and removal
(SUPERAntiSpyware®), PC, smartphone and tablet maintenance and optimization (Cosmos®), and PC registry
cleaning and repair (ARO®).

Sales and Marketing
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Technology Support Services. We sell our services principally through partners. Our partners include leading
communication providers, retailers, and technology companies.

Our partnerships typically begin with a pilot phase and can take several weeks to more than a year to progress to a
broader roll-out. We typically wholesale services to our partners on a per-incident, per-subscription or labor rate basis
and our partners resell the services to consumers and SMBs at prices our partners determine or bundle them with other
services. In these partnerships, the services are generally sold under the partner’s brand. In certain cases, in addition to
service delivery we sell the services on our partner’s behalf and receive commissions.

We acquire partners through our business development organization, and we support partners through our account
management organization.

5
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Support.com Cloud Offering. We license Support.com Cloud applications separately from support services provided
by our technology specialists. In such an arrangement, customers receive the right to use our cloud-based software in
their own technology support organization, using a SaaS model under which customers pay us on a per-user or a
per-session basis during the term of the arrangement. We also provide implementation services to customers, typically
covering integration of our software with other customer’s systems. We charge for these services on a
time-and-materials basis or as part of a fixed-fee package.

We acquire Support.com Cloud customers through our direct sales channel, which uses a variety of Internet-based
lead generation strategies, thought leadership initiatives and industry presence marketing to drive demand. We also
acquire customers through our partner channels.

End-User Software Products. We license our end-user software products directly to customers and through partners.
To date, a majority of our end-user software revenue has come through direct sales to customers. Online advertising
allows customers to click through to our software offerings where they can order and download our products on
demand. In addition to fully featured software products available for a license fee, a substantial percentage of our
end-user software revenue arises from customers who download free trial versions of our software or free versions of
our software with limited functionality before making a purchase decision.

Research and Development

Technology is at the core of our business model and a direct source of revenue and growth, and as a result our recent
investment in research and development is critical. Our Support.com cloud-based software creates a competitive
advantage for us as we seek to be both the premier provider of turnkey support programs and a leading best-of-breed
software supplier for technology support organizations. We maintain dedicated research and development teams in
Redwood City, California, Bangalore, India, and Eugene, Oregon. Research and development expense was $5.6
million in 2016, $7.0 million in 2015, and $5.1 million in 2014.

We have developed, maintain, and continue to improve proprietary, market-leading, cloud-based technologies that are
essential to our business. We focus our investment in research and development across the following major areas:
SaaS solutions for support interaction optimization; endpoint applications and other extensions to gather data to assist
support interactions and allow remote support when necessary; business analytics and reporting; open application
interfaces; and internal service delivery management tools.

Our SaaS technology includes patent-pending Guided Paths automated workflows, remote control of customer
devices, automated device and systems data collection, and business analytics.

The service delivery management tools used by our agents for technology support services include our own
Support.com cloud-based software capabilities and other contact center applications such as customer relationship
management (“CRM?”), ticketing, ordering, methods of payment, and telephony, which are all integrated into highly
effective and efficient application for our technology specialists.

For business analytics and reporting, we build and maintain a data warehouse that securely aggregates and restructures
data from all of our applications to create a comprehensive view of the service delivery lifecycle, as well as data about
the disposition of support interactions. This rich data set provides visibility into sales conversion effectiveness,
service delivery efficiency, service level performance, subscription utilization, partner program performance and
many other aspects of running and optimizing our business. Our partners also receive reports and analytic information
from the warehouse for their programs on a regular basis via secure data feeds, or they can access reports via an online
reporting portal.

11
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Open application interfaces of our Support.com Cloud enable integration with CRM, ticketing systems, and other
contact center applications.

For end-user software, we build and enhance the products described under “Our End-User Software Products”.
Intellectual Property

We own the registered trademarks SUPPORT.COM, GUIDED PATHS, PERSONAL TECHNOLOGY EXPERTS,
BUSINESS TECHNOLOGY EXPERTS and NEXUS in the United States for specified support services and software,
and we have registrations and common law rights for several related trademarks in the U.S. and certain other
countries. We own the domain name support.com and other domain names. We have exclusive rights to our
proprietary services technology, and our end user software products. We also have non-exclusive rights to distribute
certain other software products.

6
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We own three U.S. patents related to our business and have a number of pending patent applications covering certain
advanced technology. Our issued patents include U.S. Patent No. 8,020,190 (“Enhanced Browser Security”), U.S. Patent
No. 6,754,707 (“Secure Computer Support System’) and U.S. Patent No. 6,167,358 (“System and Method for Remotely
Monitoring a Plurality of Computer-Based Systems”). We do not know if our current patent applications or any future
patent application will result in a patent being issued with the scope of the claims we seek, if at all. Also, we do not
know whether any patents we have or may receive will be challenged or invalidated. It is difficult to monitor
unauthorized use of technology, particularly in foreign countries where the laws may not protect our proprietary rights
as fully as they do in the United States, and our competitors may develop technology that competes with ours but
nevertheless does not infringe our intellectual property rights.

We rely on a combination of copyright, trade secret, trademark and contractual protection to establish and protect our
proprietary rights that are not protected by patents. We also enter into confidentiality agreements with our employees
and consultants involved in product development. We generally require our employees, customers and potential
business partners to enter into confidentiality agreements before we will disclose any sensitive aspects of our business.
Also, we generally require employees and contractors to agree to assign and surrender to us any proprietary
information, inventions or other intellectual property they generate while working for us in the scope of employment.
These precautions, and our efforts to register and protect our intellectual property, may not prevent misappropriation
or infringement of our intellectual property.

Competition

We are active in markets that are highly competitive and subject to rapid change. Although we do not believe there is
one principal competitor for all aspects of our offerings, we do compete with a number of other vendors.

With respect to partnerships for our technology support services, our competitors include privately-held companies
focused on premium technology services, providers of electronics warranties, emerging loT technology support
providers, global business process outsourcing providers or contact centers focused on technical support and other
companies who offer technical support through partners. We believe the principal competitive factors in our services
market include: breadth and depth of service offerings; quality of the customer experience; proprietary technology;
time to market; pricing; account management; vendor reputation; scale; and financial resources.

With respect to licenses of our Support.com Cloud offering, our competitors include companies focused on service
desk, knowledge management, remote support and I'T process automation. We believe the principal competitive
factors in the Support Interaction Optimization (“SIO”) space include breadth and depth of functionality; ease of
implementation; performance; scalability; pricing; vendor reputation; financial resources; and customer support. We
believe that our Support.com Cloud offering can compete favorably because it provides an integrated end-to-end
solution for SIO that stands out in terms of coverage of all the different areas of functionality required by customers.

In the market for our end-user software products, we face direct competition from software vendors, application
providers, operating system providers, network equipment manufacturers, and other original equipment manufacturers
(“OEMs”) that may provide similar solutions and function in their products, and from individuals and groups who offer
“free” and open source utilities online.

The competitors in our markets for services and software can have some or all of the following competitive
advantages: longer operating histories, greater economies of scale, greater financial resources, greater engineering and
technical resources, greater sales and marketing resources, stronger strategic alliances and distribution channels, larger
user bases, products with different functions and feature sets and greater brand recognition than we have. We expect
new competitors to continue to enter the markets in which we operate.

For additional information related to competition, see Item 1A, Risk Factors.

13
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Environmental Regulation

We are not aware at this time of any material effects that compliance with Federal, State and local provisions which
have been enacted or adopted regulating the discharge of materials into the environment, or otherwise relating to the
protection of the environment, may have on our business. Our assessment could change if and when any new
regulations of such sort are enacted or adopted.

Employees
As of December 31, 2016, we had 1,525 employees, of whom 1,396 were work-from-home agents and 129 were
corporate employees. In addition to our work-from-home employees, we also use contract labor. None of our

employees are covered by collective bargaining agreements.

7

14



Edgar Filing: Support.com, Inc. - Form 10-K

Table of Contents
Securities and Exchange Commission (“SEC”) Filings and Other Available Information

We were incorporated in Delaware in December 1997. We file reports with the SEC, including without limitation
annual reports on Form 10-K, quarterly reports on Form 10-Q and current reports on Form 8-K filed or furnished
pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 (the “Exchange Act”). The public may read
and copy any materials we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington,
DC 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at
(202) 551-8090. In addition, we are an electronic filer. The SEC maintains an Internet site that contains reports, proxy
and information statements, and other information regarding issuers, including us, that file electronically with the SEC
at the website address located at www.sec.gov.

Our telephone number is 650-556-9440 and our website address is www.support.com. The information contained on
our website does not form any part of this Annual Report on Form 10-K. However, we make available, free of charge
through our website, our annual reports on Form 10-K, our quarterly reports on Form 10-Q and our current reports on
Form 8-K filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as
reasonably practicable after we electronically file this material with, or furnish it to, the SEC. In addition, we also
make available on http://www.support.com/about/investor-relations/corporategovernance our Code of Ethics and
Business Conduct for Employees, Officers and Directors. This Code is also available in print without charge to any
person who requests it by writing to:

Support.com, Inc.

Investor Relations

900 Chesapeake Drive, 2" Floor
Redwood City, CA 94063

ITEM 1A.RISK FACTORS.

This report contains forward-looking statements regarding our business and expected future performance as well as
assumptions underlying or relating to such statements of expectation, all of which are “forward looking statements”

within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of

1934. We are subject to many risks and uncertainties that may materially affect our business and future performance

and cause those forward-looking statements to be inaccurate. Words such as “expects,” “anticipates,” “intends,” “plans,”
“believes,” “forecasts,” “estimates,” “seeks,” “may result in,” “focused on,” “continue to,” “on-going” and similar expressions
identify forward-looking statements. In this report, forward-looking statements include, without limitation, statements
regarding the following:

LT3

29 ¢ LT3 9 ¢

Our expectations and beliefs regarding future financial results;

Our expectations regarding partners, renewal of contracts with these partners and the anticipated timing and
magnitude of revenue from programs with these partners;

Our ability to offer subscriptions to our services in a profitable manner;

Our expectations regarding our ability to deliver technology services efficiently and through arrangements that are
profitable, including both in SKU-based and time-based pricing models and other pricing models we may employ;

Our ability to successfully license, implement and support our Support.com Cloud offering;

Our expectations regarding sales of our end-user software products, and our ability to source, develop and distribute
enhanced versions of these products;

15
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Our ability to successfully monetize customers who receive free versions of our end-user software products;
Our ability to expand and diversify our customer base;

Our ability to execute effectively in the SMB market;

Our ability to attract and retain qualified management and employees;

Our ability to hire, train, manage and retain technology specialists in a home-based model in quantities sufficient to
meet forecast requirements, and our ability to continue to enhance the flexibility of our staffing model;

8
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Our ability to match staffing levels with service volume in a cost-effective manner;

Our ability to manage contract labor as a component of our workforce;

Our ability to operate successfully in a time-based billing model;

Our ability to adapt to changes in the market for technology support services;

Our ability to manage sales costs in programs where we are responsible for sales;

Our ability to successfully manage marketing costs associated with our software products;

Our beliefs and expectations regarding the introduction of new services and products, including additional cloud
application software products and service offerings for devices beyond computers and routers;

Our expectations regarding revenues, cash flows, expenses, including cost of revenue, sales and marketing, research
and development efforts, and administrative expenses, and profits, including the expected effects of our cost reduction
plans;

Our assessment of seasonality, mix of revenue, and other trends for our business and the business of our partners;
Our ability to deliver projected levels of profitability;
Our expectations regarding the costs and other effects of acquisition and disposition transactions;

Our expectations regarding unit volumes, pricing and other factors in the market for computers and other technology
devices, and the effects of such factors on our business;

Our ability to successfully operate in markets that are subject to extensive regulation, such as support for home
security systems;

Our expectations regarding the results of pending, threatened or future litigation;

Our expectations regarding the results of pending, threatened or future government investigations and audits,
including, without limitation, those investigations and audits described in Item 3 Legal Proceedings of this report;

The assumptions underlying our Critical Accounting Policies and Estimates, including our assumptions regarding
revenue recognition; assumptions used to estimate self-insurance accruals; assumptions used to estimate the fair value
of stock-based compensation; assumptions regarding the impairment of goodwill and intangible assets; and expected
accounting for income taxes; and

An investment in our stock involves risk, and we caution investors that forward-looking statements are only
predictions based on our current expectations about future events and are not guarantees of future performance. We
encourage you to read carefully all information provided in this report and in our other filings with the SEC before
deciding to invest in our stock or to maintain or change your investment. Forward-looking statements are based on
information as of the filing date of this report, and we undertake no obligation to publicly revise or update any
forward-looking statement for any reason.

Because forward-looking statements involve risks and uncertainties, there are important factors that may cause actual
results to differ materially from our stated expectations. While a number of these factors are described below, this list
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does not include all risks that could affect our business. If these or any other risks or uncertainties materialize, or if our
underlying assumptions prove to be inaccurate, actual results could differ materially from past results and from our
expected future results.
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Recently, our business has not been profitable and may not achieve profitability in future periods.

Through the fourth quarter of 2013, we delivered six consecutive quarters of profitability. Since then we have
sustained significant changes in our largest partner program that has continued to materially affect our revenue and
margins. We also are making significant investments in support of our Support.com Cloud offering, and expect to
continue to experience periods of losses in the future. If we fail to achieve revenue growth as a result of our additional
investments and efforts, or if such revenue growth does not result in our achieving profitability, the market price of
our common stock will likely decline. Future losses will likely result in usage of cash to fund our operating activities
and a corresponding reduction in our cash balance.

Our business is based on a relatively new and evolving business model.

We are executing a plan to grow our business by providing technology support services, licensing our Support.com
Cloud application, and providing end-user consumer software products. We may not be able to offer these services
and software products successfully. Our technology specialists are generally home-based, which requires a high
degree of coordination and quality control of employees working from diverse and remote locations. We have been
experiencing financial losses in our business and we expect to use cash and incur losses in the future to support our
growth initiatives. Our investments, which typically are made in advance of revenue, may not yield increased revenue
to offset these expenses. As a result of these factors, the future revenue and income potential of our business is
uncertain. Any evaluation of our business and our prospects must be considered in light of these factors and the risks
and uncertainties often encountered by companies in our stage of development. Some of these risks and uncertainties
relate to our ability to do the following:

Maintain our current relationships and service programs, and develop new relationships, with service partners and
licensees of our Support.com Cloud offering on acceptable terms or at all;
Reach prospective customers for our software products in a cost-effective fashion;
Reduce our dependence on a limited number of partners for a substantial majority of our revenue;
Successfully license and grow our revenue related to our Support.com Cloud offering;
Attract and retain qualified management and employees in competitive markets for talent;
Hire, train, manage and retain our home-based technology specialists and enhance the flexibility of our staffing model
in a cost-effective fashion and in quantities sufficient to meet forecast requirements;
Manage substantial headcount changes, including in connection with our cost reduction plan over short periods of
time;
Manage contract labor efficiently and effectively;
Meet revenue targets;
Maintain gross and operating margins;
Match staffing levels with demand for services and forecast requirements;
Obtain bonuses and avoid penalties in contractual arrangements;
Operate successfully in a time-based pricing model;
Operate effectively in the SMB market;
Offer subscriptions to our products and services in a profitable manner;
Successfully introduce new, and adapt our existing, services and products for consumers and businesses;
Respond effectively to changes in the market for technology support services;
Respond effectively to changes in the advertising markets in which we participate;
Respond effectively to competition;
Respond to changes in macroeconomic conditions as they affect our and our partners’
operations;
Realize benefits of any acquisitions we make;
Adapt to changes in the markets we serve, including the decline in sales of personal computers, the proliferation of
tablets and other mobile devices and the introduction of new devices into the connected home and the “Internet of
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Things”;

Adapt to changes in our industry, including consolidation;

Respond to government regulations relating to our current and future business;

Manage and respond to present, threatened, and future litigation;

Manage and respond to present, threatened or future government investigations and audits, including, without
limitation, those audits and investigations described in Item 3 Legal Proceedings of this report; and

Manage our operations and implement and improve our operational, financial and management controls.

If we are unable to address these risks, our business, results of operations and prospects could suffer.

10
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Our quarterly results have in the past, and may in the future, fluctuate significantly.

Our quarterly revenue and operating results have in the past and may in the future fluctuate significantly from quarter
to quarter. As a result, we believe that quarter-to-quarter and year-to-year comparisons of our revenue and operating
results may not be accurate indicators of future performance.

Several factors that have contributed or may in the future contribute to fluctuations in our operating results include:

Demand for our services and products;
The performance of our partners;
Change, or reduction in or discontinuance of our principal programs with
partners;

Our reliance on a small number of partners for a substantial majority of our revenue;
Instability or decline in the global macroeconomic climate and its effect on our and our partners’ operations;
Our ability to successfully license and grow revenue related to our Support.com Cloud offering;
The availability and cost-effectiveness of advertising placements for our software products and our ability to respond
to changes in the advertising markets in which we participate;
Our ability to serve the SMB market;
Our ability to attract and retain qualified management and employees in competitive markets;
The efficiency and effectiveness of our technology specialists;
Our ability to effectively match staffing levels with service volumes on a cost-effective basis;
Our ability to manage contract labor;
Our ability to hire, train, manage and retain our home-based technology specialists and enhance the flexibility of our
staffing model in a cost-effective fashion and in quantities sufficient to meet forecast requirements;
Our ability to manage substantial headcount changes over short periods of time;
Our ability to manage costs under our self-funded health insurance program;
Our ability to manage sales costs in programs where we are responsible for sales;
Our ability to operate successfully in a time-based pricing model;
Our ability to attract and retain partners;
The price and mix of products and services we or our competitors offer;
Pricing levels and structures in the market for technology support services;
Usage rates on the subscriptions we offer;
The rate of expansion of our offerings and our investments therein;
Changes in the markets for computers and other technology devices relating to unit volume, pricing and other factors,
including changes driven by declines in sales of personal computers and the growing popularity of tablets, and other
mobile devices and the introduction of new devices into the connected home;
Our ability to adapt to our customers’ needs in a market space defined by frequent technological change;
The amount and timing of operating costs and capital expenditures in our business;
Diversion of management’s attention from other business concerns, incurrence of costs and disruption of our ongoing
business activities as a result of acquisitions or divestitures by us;

Costs related to the defense and settlement of litigation which can also have an additional adverse impact on

us because of negative publicity, diversion of management resources and other factors;
Costs related to the defense and settlement of government investigations and audits which can also have an additional
adverse impact on us because of negative publicity, diversion of management resources and other factors, including,
without limitation, those audits and investigations described in Item 3 Legal Proceedings of this report
Potential losses on investments, or other losses from financial instruments we may hold that are exposed to market
risk; and
The exercise of judgment by our management in making accounting decisions in accordance with our accounting
policies.
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Our inability to meet future financial performance targets that we announce or that are published by research analysts
could cause the market price of our common stock to decline.

From time to time, we provide guidance related to our future financial performance. In addition, financial analysts
may publish their own expectations of our future financial performance. Because our quarterly revenue and our
operating results fluctuate and are difficult to predict, future financial performance is difficult to predict. We have in
the past failed to meet our guidance for a particular period or analyst expectations for our guidance for future periods
and our stock price has declined. Generally, the market prices of technology companies have been extremely volatile.
Stock prices of many technology companies have often fluctuated in a manner unrelated or disproportionate to the
operating performance of such companies. In the past, following periods of market volatility, stockholders have
initiated securities class action litigation relating to the stock trading and price volatility of the technology company in
question. Any securities litigation we may become involved in could result in our incurring substantial defense costs
and diverting resources and the attention of management from our business.

11
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Because a small number of partners have historically accounted for, and for the foreseeable future will account for, the
substantial majority of our revenue, under-performance of specific programs or loss of certain partners or programs
has reduced, and could continue to reduce, our revenue substantially.

For the three months ended December 31, 2016, Comcast and Office Depot accounted for 60% and 9%, respectively,
of our total revenue. For the twelve months ended December 31, 2016, Comcast and Office Depot accounted for 60%
and 15%, respectively, of our total revenue. The loss of these or other significant relationships, the change of the terms
or terminations of our arrangements with any of these firms, the reduction or discontinuance of programs with any of
these firms, or the failure of any of these firms to achieve their targets has in the past adversely affected, and could in
the future adversely affect our business. For example, we have experienced in past quarters, and may experience in
future quarters, reductions in our call volume and revenue related to Comcast’s efforts to improve its Wireless
Gateway customer experience. Generally, the agreements with our partners do not require them to conduct any
minimum amount of business with us, and therefore they have decided in the past and could decide at any time in the
future to reduce or eliminate their programs or the use of our services in such programs. They may also enter into
multi-sourcing arrangements with other vendors for services previously provided exclusively by us. Further, we may
not successfully obtain new partners or customers. There is also the risk that, once established, our programs with
these and other partners may take longer than we expect to produce revenue or may not produce revenue at all, and the
revenue produced may not be profitable if the costs of performing under the program are greater than anticipated or
the program terminates before up-front investments can be recouped. One or more of our key partners may also
choose not to renew their relationship with us, discontinue certain programs, offer them only on a limited basis or
devote insufficient time and attention to promoting them to their customers. Some of our key partners may prefer not
to work with us if we also partner with their competitors. If any of these key partners merge with one of their
competitors (as occurred with Office Depot and OfficeMax in 2013), all of these risks could be exacerbated.

Each of these risks could reduce our sales and have a material adverse effect on our operating results. Further risks
associated with the loss or decline in a significant partner are detailed in “Our failure to establish and expand successful
partnerships to sell our services and products would harm our operating results” below.

Our failure to establish and expand successful partnerships to sell our services and products would harm our operating
results.

Our current services business model requires us to establish and maintain relationships with partners who market and
sell our services and products. Failure to establish or maintain such relationships could materially and adversely affect
the success of our business. We sell to numerous customers through each of these partners, and therefore a delay in the
launch or rollout of our services or the reduction or discontinuance of a program with even one of these partners may
cause us to miss revenue or other financial targets. The process of establishing or renewing a relationship with a
partner can be complex and time consuming, and we must pass multiple levels of review in order to be selected or
renewed. If we are unable to establish a sufficient number of new partners or renewals on a timely basis our sales will
suffer.

Our Support.com Cloud offering is in its early stages and failure to market, sell and develop the offering effectively
and competitively could result in a lack of growth.

A number of competitive offerings exist in the market, providing various feature sets that may overlap with our
Support.com Cloud offering today or in the future. Some competitors in this market far exceed our spending on sales
and marketing activities and benefit from greater existing brand awareness, channel relationships and existing
customer relationships. We may not be able to reach the market effectively and adequately or convey our
differentiation as needed to grow our customer base. To reach our target market effectively, we may be required to
continue to invest substantial resources in sales and marketing and research and development activities, which could
have a material adverse effect on our financial results. In addition, if we fail to develop and maintain competitive
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features, deliver high-quality products and satisfy existing customers, our Support.com Cloud offering could fail to
grow. Growth in Support.com Cloud license revenue also depends on scaling our multi-tenant technology flexibly and
cost-effectively to meet changing customer demand. Disruptions in infrastructure operations as described below could
impair our ability to deliver Support.com Cloud offering to customers, thereby affecting our reputation with existing
and prospective customers and possibly resulting in monetary penalties or financial losses.
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Our end-user software revenues are dependent on online traffic patterns and the availability and cost of online
advertising in certain key placements.

Some of our consumer end-user software revenue stream is obtained through advertising placements in certain key
online media placements. From time to time a trend or a change in a key advertising placement will impact us,
decreasing traffic or significantly increasing the cost or effectiveness of online advertising and therefore
compromising our ability to purchase a desired volume and placement of advertisements at profitable rates. If such a
change were to continue to occur, as it did in 2013 and on several occasions in the past, we may be unable to attract
desired amounts of traffic, our costs for advertising may further increase beyond our forecasts and our software
revenues may further decrease. As a result, our operating results would be negatively impacted.

Our business depends on our ability to attract and retain talented employees.

Our business is based on successfully attracting and retaining talented employees. The market for highly skilled
workers and leaders in our industry is extremely competitive. If we are not successful in our recruiting efforts, or if we
are unable to retain key employees and executive management, particularly after our recently announced cost
reduction plan, our ability to develop and deliver successful products and services may be adversely affected.
Effective succession planning is also important to our long-term success. Failure to ensure effective transfer of
knowledge and smooth transitions involving key employees and executive management could hinder our strategic
planning and execution.

The loss of one or more members of our senior management may cause instability at the Company

We are highly dependent on the efforts and abilities of the principal members of our senior management team, and the
loss of one or more key executives could have a negative impact on our business. On October 28, 2016, Elizabeth
Cholawsky resigned her position as President and Chief Executive Officer, effective immediately. The board of
directors appointed Rick Bloom as interim President and Chief Executive Officer. Roop Lakkaraju resigned his
position as Executive Vice President, Chief Financial Officer and Chief Operating Officer effective February 3, 2017.
As a result of these changes, we may experience a disruption in our business. No assurances can be made about the
impact that these management changes will have on the Company. Additional turnover at the senior management
level may create instability within the Company and our employees may decide to terminate their employment, which
could further impede the Company’s maintenance of its day to day operations. Such instability could impede our
ability to implement fully our business plan and growth strategy, which would harm our business and prospects.

If we fail to attract, train and manage our technology specialists in a manner that meets forecast requirements and
provides an adequate level of support for our customers, our reputation and financial performance could be harmed.

Our business depends in part on our ability to attract, manage and retain our technology specialists and other support
personnel. If we are unable to attract, train and manage in a cost-effective manner adequate numbers of competent
technology specialists and other support personnel to be available as service volumes vary, particularly as we seek to
expand the breadth and flexibility of our staffing model, our service levels could decline, which could harm our
reputation, result in financial losses under contract terms, cause us to lose customers and partners, and otherwise
adversely affect our financial performance. Our ability to meet our need for support personnel while controlling our
labor costs is subject to numerous external factors, including the level of demand for our products and services, the
availability of a sufficient number of qualified persons in the workforce, unemployment levels, prevailing wage rates,
changing demographics, health and other insurance costs, including managing costs under our self-funded health
insurance program which can vary substantially each reporting period, and the cost of compliance with labor and wage
laws and regulations. In the case of programs with time-based pricing models, the impact of failing to attract, train and
manage such personnel could directly and adversely affect our revenue and profitability. Although our service
delivery and communications infrastructure enables us to monitor and manage technology specialists remotely,
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because they are typically home-based and geographically dispersed we could experience difficulties meeting services
levels and effectively managing the costs, performance and compliance of these technology specialists and other
support personnel. Any problems we encounter in effectively attracting, managing and retaining our technology

specialists and other support personnel could seriously jeopardize our service delivery operations and our financial
results.
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Changes in the market for computers and other consumer electronics and in the technology support services market
could adversely affect our business.

Reductions in unit volumes of sales for computers and other devices we support, or in the prices of such equipment,
could adversely affect our business. We offer both services that are attached to the sales of new computers and other
devices, and services designed to fix existing computers and other devices. Declines in the unit volumes sold of these
devices or declines in the pricing of such devices could adversely affect demand for our services or our revenue mix,
either of which would harm our operating results. Further, we do not support all types of computers and devices,
meaning that we must select and focus on certain operating systems and technology standards for computers, tablets,
smart phones, and other devices. We may not be successful in supporting new devices in the connected home and
“Internet of Things,” and consumers and SMBs may prefer equipment we do not support, which may decrease the
market for our services and products if customers migrate away from platforms we support. In addition, the structures
and pricing models for programs in the technology support services market may change in ways that reduce our
revenues and our margins.

Our failure to effectively manage third-party service providers would harm our operating results.

We enter into relationships with third parties to provide certain elements of our service offerings. We may be less able
to manage the quality of services provided by third-party service providers as directly as we would our own
employees. In addition, providing these services may be more costly. We also face the risk that disruptions or delays
in the communications and information technology infrastructure of these third parties could cause lengthy
interruptions in the availability of our services. Any of these risks could harm our operating results.

Disruptions in our information technology and service delivery infrastructure and operations, including interruptions
or delays in service from third-party web hosting providers, could impair the delivery of our services and harm our
business.

We depend on the continuing operation of our information technology and communication systems and those of our
third-party service providers. Any damage to or failure of those systems could result in interruptions in our service,
which could reduce our revenues and damage our reputation. The technology we use to serve partners and the
Support.com Cloud offering we license are hosted at a third-party facility located in the United States, and we use a
separate, independent third-party facility in the United States for emergency back-up and failover services in support
of the hosted site. These two facilities are operated by unrelated publicly held companies specializing in operating
such facilities, and we do not control the operation of these facilities. These facilities may experience unplanned
outages and other technical difficulties in the future, and are vulnerable to damage or interruption from fires, floods,
earthquakes, telecommunications and connectivity failures, power failures, and similar events. These facilities are also
subject to risks from vandalism, break-ins, intrusion, and other malicious attacks. Despite substantial precautions
taken, such as disaster recovery planning and back-up procedures, a natural disaster, act of terrorism or other
unanticipated problem could cause a loss of information and data and lengthy interruptions in the availability of our
services and technology platform offerings, as our backup systems may not be able to meet our needs for an extended
period of time. We rely on hosted systems maintained by third-party providers to deliver technology services and our
Support.com Cloud service which is delivered in a “SaaS” model to customers, including taking customer orders,
handling telecommunications for customer calls, tracking sales and service delivery and making platform functionality
available to customers. Any interruption or failure of our internal or external systems could prevent us or our service
providers from accepting orders and delivering services, or cause company and consumer data to be unintentionally
disclosed. Our continuing efforts to upgrade and enhance the security and reliability of our information technology
and communications infrastructure could be very costly, and we may have to expend significant resources to remedy
problems such as a security breach or service interruption. Interruptions in our services resulting from labor disputes,
telephone or Internet failures, power or service outages, natural disasters or other events, or a security breach could
reduce our revenue, increase our costs, cause customers and partners and licensees to fail to renew or to terminate
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their use of our offerings, and harm our reputation and our ability to attract new customers. We maintain insurance
programs with highly rated carriers using policies that are designed for businesses in the technology sector and that
expressly address, among other things, cyber-attacks and potential harm resulting from incidents such as data privacy
breaches; but depending on the type of damages, the amount, and the cause, all or part of any financial losses
experienced may be excluded by the policies resulting in material financial losses for us.

We must compete successfully in the markets in which we operate or our business will suffer.

We compete in markets that are highly competitive, subject to rapid change and significantly affected by new product
introductions and other market activities of industry participants. We compete with a number of companies in the
markets for technology services, end-user software products and technology support software. In addition, our

partners may develop similar offerings internally.
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The markets for our services and software products are still rapidly evolving, and we may not be able to compete
successfully against current and potential competitors. Our ability to expand our business will depend on our ability to
maintain our technological advantage, introduce timely enhanced products and services to meet growing support
needs, deliver on-going value to our customers, scale our business cost-effectively, and develop complimentary
relationships with other companies providing services or products to our partners. Competition in our markets could
reduce our market share or require us to reduce the price of products and services, which could harm our business,
financial condition and operating results.

The competitors in our markets for services and software can have some or all of the following comparative
advantages: longer operating histories, greater economies of scale, greater financial resources, greater engineering and
technical resources, greater sales and marketing resources, stronger strategic alliances and distribution channels, lower
labor costs, larger user bases, products with different functions and feature sets and greater brand recognition than we
have. We expect new competitors to continue to enter the markets in which we operate.

Our future service and product offerings may not achieve market acceptance.

If we fail to develop new and enhanced versions of our services and products in a timely manner or to provide services
and products that achieve rapid and broad market acceptance, we may not maintain or expand our market share. We
may fail to identify new service and product opportunities for our current market or new markets. In addition, our
existing services and products may become obsolete if we fail to introduce new services and products that meet new
customer demands or support new standards. While we are developing new services and products, there can be no
assurance that they will be timely released or ever be completed, and if they are, that they will gain market acceptance
or generate material revenue for us. We have limited control over factors that affect market acceptance of our services
and products, including the willingness of partners to offer our services and products and customer preferences for
competitor services, products and delivery models.

We may make acquisitions that deplete our resources and do not prove successful.

We have made acquisitions in the past and may make additional acquisitions in the future. We may not be able to
identify suitable acquisition candidates at prices we consider appropriate. If we do identify an appropriate acquisition
candidate, we may not be able to successfully negotiate the terms of the acquisition. Our management may not be able
to effectively implement our acquisition program and internal growth strategy simultaneously. The integration of
acquisitions involves a number of risks and presents financial, managerial and operational challenges. We may have
difficulty, and may incur unanticipated expenses related to, integrating management and personnel from these
acquired entities with our management and personnel. Our failure to identify, consummate or integrate suitable
acquisitions could adversely affect our business and results of operations. We cannot readily predict the timing, size or
success of our future acquisitions. Even successful acquisitions could have the effect of reducing our cash balances.
Acquisitions could involve a number of other potential risks to our business, including the following, any of which
could harm our business results:

Unanticipated costs and liabilities and unforeseen accounting charges or fluctuations;

Delays and difficulties in delivery of services and products;

Failure to effectively integrate or separate management information systems, personnel, research and development,
marketing, sales and support operations;

Loss of key employees;

Economic dilution to gross and operating profit;

Diversion of management’s attention from other business concerns and disruption of our ongoing business;
Difficulty in maintaining controls and procedures;

Uncertainty on the part of our existing customers about our ability to operate after a transaction;

Loss of customers;
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Loss of partnerships;

Inability to execute our growth plans;

Declines in revenue and increases in losses;

Declines in cash balances as a result of cash usage on any acquisitions;

Failure to realize the potential financial or strategic benefits of the acquisition or divestiture; and

Failure to successfully further develop the combined or remaining technology, resulting in the impairment of amounts
recorded as goodwill or other intangible assets.

Our systems collect, access, use, and store personal customer information and enable customer transactions, which
poses security risks, requires us to invest significant resources to prevent or correct problems caused by security
breaches, and may harm our business.
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A fundamental requirement for online communications, transactions and support is the secure collection, storage and
transmission of confidential information. Our systems collect and store confidential and personal information of our
individual customers as well as our partners and their customers’ users, including personally identifiable information
and payment card information, and our employees and contractors may access and use that information in the course
of providing services. In addition, we collect and retain personal information of our employees in the ordinary course
of our business. We and our third-party contractors use commercially available technologies to secure this
information. Despite these measures, parties may attempt to breach the security of our data or that of our customers. In
addition, errors in the storage or transmission of data could breach the security of that information. We may be liable
to our customers for any breach in security and any breach could subject us to governmental or administrative
proceedings or monetary penalties, damage our relationships with partners and harm our business and reputation.
Also, computers are vulnerable to computer viruses, physical or electronic break-ins and similar disruptions, which
could lead to interruptions, delays or loss of data. We may be required to expend significant capital and other
resources to comply with mandatory privacy and security standards required by law, industry standard, or contract,
and to further protect against security breaches or to correct problems caused by any security breach.

We are exposed to risks associated with payment card and payment fraud and with payment card processing.

Certain of our customers use payment cards to pay for our services and products. We may suffer losses as a result of
orders placed with fraudulent payment cards or other payment data. Our failure to detect or control payment fraud
could have an adverse effect on our results of operations. We are also subject to payment card association operating
standards and requirements, as in effect from time to time. Compliance with those standards requires us to invest in
network and systems infrastructure and processes. Failure to comply with these rules or requirements may subject us
to fines, potential contractual liabilities, and other costs, resulting in harm to our business and results of operations.

Privacy concerns and laws or other domestic or foreign regulations may require us to incur significant costs and may
reduce the effectiveness of our solutions, and our failure to comply with those laws or regulations may harm our
business and cause us to lose customers.

Our software and services contain features that allow our technology specialists and other personnel to access, control,
monitor, and collect information from computers and other devices. Federal, state and foreign government bodies and
agencies, however, have adopted or are considering adopting laws and regulations restricting or otherwise regulating
the collection, use and disclosure of personal information obtained from consumers and individuals. Those regulations
could require costly compliance measures, could reduce the efficiency of our operations, or could require us to modify
or cease to provide our systems or services. Liability for violation of, costs of compliance with, and other burdens
imposed by such laws and regulations may limit the use and adoption of our services and reduce overall demand for
them. Even the perception of privacy concerns, whether or not valid, may harm our reputation and inhibit adoption of
our solutions by current and future customers. In addition, we may face claims about invasion of privacy or
inappropriate disclosure, use, storage, or loss of information obtained from our customers. Any imposition of liability
could harm our reputation, cause us to lose customers and cause our operating results to suffer.

We rely on third-party technologies in providing certain of our software and services. Our inability to use, retain or
integrate third-party technologies and relationships could delay service or software development and could harm our
business.

We license technologies from third parties, which are integrated into our services, technology and end user software.
Our use of commercial technologies licensed on a non-exclusive basis from third parties poses certain risks. Some of
the third-party technologies we license may be provided under “open source” licenses, which may have terms that
require us to make generally available our modifications or derivative works based on such open source code. Our
inability to obtain or integrate third-party technologies with our own technology could delay service development until
equivalent compatible technology can be identified, licensed and integrated. These third-party technologies may not
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continue to be available to us on commercially reasonable terms or at all. If our relationship with third parties were to
deteriorate, or if such third parties were unable to develop innovative and saleable products, or component features of
our products, we could be forced to identify a new developer and our future revenue could suffer. We may fail to
successfully integrate any licensed technology into our services or software, or maintain it through our own
development work, which would harm our business and operating results. Third-party licenses also expose us to
increased risks that include:

Risks of product malfunction after new technology is integrated;

Risks that we may be unable to obtain or continue to obtain support, maintenance and updates from the technology
supplier;
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The diversion of resources from the development of our own proprietary technology; and

Our inability to generate revenue from new technology sufficient to offset associated acquisition and maintenance
costs.

Our business operates in regulated industries.

Our current and anticipated service offerings operate in industries, such as home security, that are subject to various
federal, state, provincial and local laws and regulations in the markets in which we operate. In certain jurisdictions,
we may be required to obtain licenses or permits in order to comply with standards governing employee selection and
training and to meet certain standards or licensing requirements in the conduct of our business. The loss of such
licenses or permits or the imposition of conditions to the granting or retention of such licenses or permits could have a
material adverse effect on us.

Changes in laws or regulations could require us to change the way we operate or to utilize resources to maintain
compliance, which could increase costs or otherwise disrupt operations. In addition, failure to comply with any
applicable laws or regulations could result in substantial fines or revocation of our operating permits and licenses for
us or our partners. If laws and regulations were to change, or if we or our products and services were deemed not to
comply with them, our business, financial condition, results of operations and cash flows could be materially and
adversely affected.

In some cases we are exposed to greater risks of liability for employee acts or omissions or system failure, than may
be typical in other businesses.

We expect to support, among other programs, partners offering home security services and other devices and
programs for use in the connected home. Because these services relate to programs intended to help protect the lives
and property, real and personal, of consumers, we may have greater exposure to liability and litigation risks than
businesses that provide support for other consumer and SMB products and services. Our ability to limit our liability
for the acts or omissions of our employees in our contract terms with partners and consumers in relation to such
programs may be substantially less than in other markets we serve, which is to say, we may have much greater
inherent legal liability exposure in such programs than is customarily seen in programs for markets we have offered
historically. In the event of litigation with respect to such matters, it is possible that our risk-mitigation provisions in
contracts may be deemed not applicable or unenforceable exposing us to substantial liability exposure, and, regardless
of the ultimate outcome, we may incur significant costs of defense that could materially and adversely affect our
business, financial condition, results of operations and cash flows.

If our services are used to commit fraud or other similar intentional or illegal acts, we may incur significant liabilities,
our services may be perceived as not secure and customers may curtail or stop using our services.

Certain software and services we provide, including our Support.com Cloud applications, enable remote access to and
control of third-party computer systems and devices. We generally are not able to control how such access may be
used or misused by licensees of our SaaS offerings. If our software is used by others to commit fraud or other illegal
acts, including, but not limited to, violating data privacy laws, proliferating computer files that contain a virus or other
harmful elements, interfering or disrupting third-party networks, infringing any third party’s copyright, patent,
trademark, trade secret or other rights, transmitting any unlawful, harassing, libelous, abusive, threatening, vulgar,
obscene or otherwise objectionable material, or committing unauthorized access to computers, devices, or protected
information, third parties may seek to hold us legally liable. As a result, defending such claims could be expensive
and time-consuming regardless of the merits, and we could incur significant liability or be required to undertake
expensive preventive or remedial actions. As a result, our operating results may suffer and our reputation may be
damaged.
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We rely on intellectual property laws to protect our proprietary rights, and if these rights are not sufficiently protected
or we are not able to obtain sufficient protection for our technology, it could harm our ability to compete and to
generate revenue.

We rely on a combination of laws, such as those applicable to patents, copyrights, trademarks and trade secrets, and
contractual restrictions, such as confidentiality agreements and licenses, to establish and protect our proprietary rights.
Our ability to compete and grow our business could suffer if these rights are not adequately protected. Our proprietary
rights may not be adequately protected because:

Laws and contractual restrictions may not adequately prevent infringement of our proprietary rights and
misappropriation of our technologies or deter others from developing similar technologies; and

Policing infringement of our patents, trademarks and copyrights, misappropriation of our trade secrets, and
unauthorized use of our products is difficult, expensive and time-consuming, and we may be unable to determine the
existence or extent of this infringement or unauthorized use.
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Intellectual property litigation is expensive and time-consuming and could divert management’s attention from our
business. The outcome of any litigation is uncertain and could significantly impact our financial results. Also, the
laws of other countries in which we market our products may offer little or no protection of our proprietary
technologies. Reverse engineering, unauthorized copying or other misappropriation of our proprietary technologies
could enable third parties to benefit from our technologies without paying us for them, which would harm our
competitive position and market share.

Our success and ability to compete depend to a significant degree on the protection of our solutions and other
proprietary technology. It is possible that:

We may not be issued patents we may seek to protect our technology;

Competitors may independently develop similar technologies or design around any of our patents;
Patents issued to us may not be broad enough to protect our proprietary rights; and

Our issued patents could be successfully challenged.

We may face intellectual property infringement claims that could be costly to defend and result in our loss of
significant rights.

Our business relies on the use and licensing of technology. Other parties may assert intellectual property infringement
claims against us or our customers, and our products may infringe the intellectual property rights of third parties. For
example, our products may infringe patents issued to third parties. In addition, as is increasingly common in the
technology sector, we may be confronted with the aggressive enforcement of patents by companies whose primary
business activity is to acquire patents for the purpose of offensively asserting them against other companies. From
time to time, we have received allegations or claims of intellectual property infringement, and we may receive more
claims in the future. We may also be required to pursue litigation to protect our intellectual property rights or defend
against allegations of infringement. Intellectual property litigation is expensive and time-consuming and could divert
management’s attention from our business. The outcome of any litigation is uncertain and could significantly impact
our financial results. If there is a successful claim of infringement, we may be required to develop non-infringing
technology or enter into royalty or license agreements which may not be available on acceptable terms, if at all. Our
failure to develop non-infringing technologies or license proprietary rights on a timely basis would harm our business.

We may face class actions and similar claims that could be costly to defend or settle and result in negative publicity
and diversion of management resources.

Our business involves direct sale and licensing of services and software to consumers and SMBs, and we typically
include customary indemnification provisions in favor of our partners in our agreements for the distribution of our
services and software. As a result, we can be subject to consumer litigation and legal proceedings related to our
services and software, including putative class action claims and similar legal actions, including, but not limited to,
consumer litigation and legal proceedings that may arise related to the FTC and DOL investigations described in Note
3 Legal Proceedings in this report. We can also be subject to employee litigation and legal proceedings related to our
employment practices attempted on a class or representative basis. Such litigation can be expensive and
time-consuming regardless of the merits of any action, and could divert management’s attention from our business.
The cost of defense can be large as can any settlement or judgment in an action. The outcome of any litigation is
uncertain and could significantly impact our financial results. Regardless of outcome, litigation can have an adverse
impact on us because of defense costs, negative publicity, diversion of management resources and other factors.

Our long-term success depends, in part, on our ability to expand sales to customers located outside of the United
States, and thus our business is susceptible to risks associated with international sales and operations.
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We currently have sales personnel only within the United States but may expand our international operations. Our
international expansion efforts may not be successful. In addition, conducting international operations subjects us to
new risks that we have not generally faced in the United States. These risks include:

Localization of our services, including translation into foreign languages and adaptation for local practices and
regulatory requirements;

Lack of familiarity with and unexpected changes in foreign regulatory requirements;

Longer accounts receivable payment cycles and difficulties in collecting accounts receivable;
Difficulties in managing and staffing international operations;

18

36



Edgar Filing: Support.com, Inc. - Form 10-K

Table of Contents

Fluctuations in currency exchange rates;
Potentially adverse tax consequences, including the complexities of foreign value added or other tax
systems and restrictions on the repatriation of earnings;

Dependence on certain third parties, including channel partners with whom we do not have extensive experience;

The burdens and complexity of complying with a wide variety of foreign laws and legal standards;

Increased financial accounting and reporting burdens and complexities;

Political, social and economic instability abroad, terrorist attacks and security concerns in general; and

Reduced or varied protection for intellectual property rights in some countries.

Operating in international markets also requires significant management attention and financial resources. The
investment and additional resources required to establish operations and manage growth in other countries may not
produce desired levels of revenue or profitability.

We have recorded long-lived assets, and our results of operations would be adversely affected if their value becomes
impaired.

Goodwill and identifiable intangible assets were recorded in part due to our acquisition of substantially all of the
assets and liabilities of YourTechOnline.com in May 2008, our acquisition of substantially all of the assets of Xeriton
Corporation in December 2009, our acquisition of certain assets and assumed liabilities of SUPERAntiSpyware in
June 2011 and our acquisition of certain assets and assumed liabilities of RightHand IT Corporation in January 2012.
We also have certain intangible assets with indefinite lives. We assess the impairment of goodwill and indefinite lived
intangible assets annually or more often (as occurred during 2015; see Note 1 in the accompanying consolidated
financial statements for additional information on our goodwill impairment) if events or changes in circumstances
indicate that the carrying value may not be recoverable. We assess the impairment of acquired product rights and other
finite lived intangible assets whenever events or changes in circumstances indicate that its carrying amount may not be
recoverable. If an impairment of our long-lived assets occurs we will incur non-cash impairment charges.

The recent changes to our Board could cause uncertainty about the strategic direction of our business.

At our 2016 Annual Meeting of Stockholders (the “2016 Annual Meeting”) five of our six directors were replaced.
This Board transition may cause disruptions to our business or distract our management from normal operating
activities. Changes to the composition of our Board may lead to market perceptions of a change in the direction of the
business, instability or lack of continuity, which could:

be exploited by our competitors, cause concern to our current or potential
clients,

result in the loss of current customers or potential business opportunities, or

make it more difficult to attract and retain qualified personnel and business partners.

Any of the foregoing could cause poor financial results, poor operating performance, or significant fluctuations in our
stock price.

Delaware law and our certificate of incorporation and bylaws contain anti-takeover provisions, and our Board adopted
a Section 382 Tax Benefits Preservation Plan, any of which could delay or discourage takeover attempts that some
stockholders may consider favorable.

Delaware law and our certificate of incorporation and amended and restated bylaws contain certain provisions, any of
which could render more difficult, or discourage a merger, tender offer, or assumption of control of the Company that
is not approved by our Board of Directors that some stockholders may consider favorable. In addition, on April 20,
2016, our Board acted to preserve the potential benefits of our NOLs from being limited pursuant to Section 382 of
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the Code by adopting a Section 382 Tax Benefits Preservation Plan (the “Section 382 Tax Benefits Preservation Plan”).
The principal reason our Board adopted the Section 382 Tax Benefits Preservation Plan is that we believe that the
NOLs are a potentially valuable asset and the Board believes it is in the Company’s best interests to attempt to protect
this asset by preventing the imposition of limitations on their use. While the Section 382 Tax Benefits Preservation

Plan is not principally intended to prevent a takeover, it does have a potential anti-takeover effect because an

“acquiring person” thereunder may be diluted upon the occurrence of a triggering event. Accordingly, the overall effects
of the Section 382 Tax Benefits Preservation Plan may be to render more difficult, or discourage a merger, tender

offer, or assumption of control by a substantial holder of our securities. The Section 382 Tax Benefits Preservation

Plan, however, should not interfere with any merger or other business combination approved by the Board.
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Changes or modifications in financial accounting standards may have a material adverse impact on our reported
results of operations or financial condition.

A change or modification in accounting policies can have a significant effect on our reported results and may even
affect our reporting of transactions completed before the change is effective, including the potential impact of the
adoption and implementation of the accounting standard update on revenue recognition issued in May 2014 by the
Financial Accounting Standards Board. New pronouncements and varying interpretations of existing pronouncements
have occurred with frequency and may occur in the future. Changes to existing rules, or changes to the interpretations
of existing rules, could lead to changes in our accounting practices, and such changes could materially adversely affect
our reported financial results or the way we conduct our business.

ITEM 1B. UNRESOLVED STAFF COMMENTS.
Not applicable.
ITEM 2. PROPERTIES.

Our corporate headquarters is located in Redwood City, California, where we sublease an office facility of
approximately 21,620 square feet. The sublease agreement will expire on April 30, 2017. We are in the process of
evaluating the lease for a new corporate headquarters location. We also lease office facilities in Eugene, Oregon (for
which the lease agreement will expire on December 31, 2017) and Louisville, Colorado (for which the lease
agreement expired on January 31, 2017 and is being renewed with a maximum 90 day commitment). In addition, we
lease office space in Bangalore, India with 6,838 square feet for which the lease will expire on August 31, 2021 and in
Manila, Philippines for which the lease will expire on May 15, 2018.

ITEM 3. LEGAL PROCEEDINGS.

On October 11, 2016 the Wage and Hour Division of the U.S. Department of Labor (“DOL”) notified the Company that
it would be conducting an audit of the Company relating to compliance with the Fair Labor Standards Act (“FLSA”).
The DOL has indicated that the focus of the audit is directed to compliance with overtime requirements related to our
technology specialists who work from home providing technical support services. The audit commenced on October
20, 2016 and is ongoing as of the date of this report. On January 24, 2017, the DOL notified the Company that it
would be conducting an audit of the Company relating to compliance with the Family and Medical Leave Act of

1993. As of the date of this report this audit has not yet commenced.

On December 20, 2016 the Federal Trade Commission (“FTC”) issued a Civil Investigative Demand to the Company
requiring the Company to produce certain documents and materials and to answer certain interrogatories relating to
PC Healthcheck, a software program provided by the Company to certain third parties. The FTC has not alleged a
factual basis underlying the investigation. On January 17, 2017 the Consumer Protection Division of the Office of
Attorney General, State of Washington (“Washington AG”), issued a Civil Investigative Demand to the Company
requiring the Company to produce certain documents and materials and to answer certain interrogatories relating to
PC Healthcheck. The Washington AG has not alleged a factual basis underlying the investigation. The Company is in
the process of responding to both Civil Investigative Demands.

We are also subject to other routine legal proceedings, as well as demands, claims and threatened litigation, that arise
in the normal course of our business, potentially including assertions that we may be infringing patents or other
intellectual property rights of others. We currently do not believe that the ultimate amount of liability, if any, for such
routine legal proceedings (alone or combined) will materially affect our financial position, results of operations or
cash flows. The ultimate outcome of any litigation is uncertain, however, and unfavorable outcomes could have a
material negative impact on our financial condition and operating results. Regardless of outcome, litigation can have
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an adverse impact on us because of defense costs, negative publicity, diversion of management resources and other
factors.

Guarantees

We have identified guarantees in accordance with ASC 450, Contingencies. This guidance stipulates that an entity
must recognize an initial liability for the fair value, or market value, of the obligation it assumes under the guarantee
at the time it issues such a guarantee, and must disclose that information in its interim and annual financial statements.
We have entered into various service level agreements with our partners, in which we may guarantee the maintenance
of certain service level thresholds. Under some circumstances, if we do not meet these thresholds, we may be liable
for certain financial costs. We evaluate costs for such guarantees under the provisions of ASC 450. We consider such
factors as the degree of probability that we would be required to satisfy the liability associated with the guarantee and
the ability to make a reasonable estimate of the resulting cost. We incurred zero costs as a result of such obligations
during the years ended December 31, 2016 and 2015. We have not accrued any liabilities related to such obligations in
the consolidated financial statements as of December 31, 2016 and 2015.
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ITEM 4. MINE SAFETY DISCLOSURES.

Not applicable.
PART II

ITEM MARKET FOR THE REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS
5. AND ISSUER PURCHASES OF EQUITY SECURITIES.

Market of Common Stock

Our common stock has been traded publicly on the Nasdaq Global Select Market (“Nasdaq’) under the symbol “SPRT”
from July 19, 2000 to August 17, 2017 and then on The Nasdaq Capital Market since August 17, 2017. Before July

19, 2000, there was no public market for our common stock. The following table sets forth the highest and lowest sale
price of our common stock for the quarters indicated:

Low High

Fiscal Year 2016:

First Quarter $2.10 $3.18
Second Quarter  $2.16 $3.00
Third Quarter $2.37 $2.94
Fourth Quarter  $1.98 $2.61
Fiscal Year 2015:

First Quarter $4.68 $6.24
Second Quarter  $4.14 $5.46
Third Quarter $3.27 $4.23
Fourth Quarter ~ $2.91 $3.81

Holders of Record

As of February 28, 2017, there were approximately 21 holders of record of our common stock (not including
beneficial holders of stock held in street name).

Dividend Policy

We have not declared or paid any cash dividends on our capital stock since our inception and do not expect to do so in
the foreseeable future. We currently anticipate that all future earnings, if any, generated from operations will be
retained by us to develop and expand our business. Any future determination with respect to the payment of dividends
will be at the discretion of the Board of Directors and will depend on, among other things, our operating results,
financial condition and capital requirements, the terms of then-existing indebtedness, general business conditions and
such other factors as the Board of Directors deems relevant.

Securities Authorized for Issuance Under Equity Compensation Plans

Information regarding the securities authorized for issuance under our equity compensation plans can be found under
Item 12 of Part III of this Report.
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Stock Price Performance Graph

The following graph illustrates a comparison of the cumulative total stockholder return (change in stock price plus
reinvested dividends) of the Company’s Common Stock and the CRSP Total Return Index for the Nasdaq U.S. Stocks
(the “Nasdaq Composite Index’’) and Nasdaq Computer and Data Processing Services Index from December 31, 2011
through December 31, 2016. The graph assumes that $100 was invested on December 31, 2011 in us, the Nasdaq
Composite Index and the Nasdaq Computer and Data Processing Services Index and that all dividends were
reinvested. No cash dividends have been declared or paid on our common stock. Our common stock has been traded
on the Nasdaq since July 19, 2000. The comparisons in the table are required by the SEC and are not intended to
forecast or be indicative of possible future performance of our common stock.

COMPARISON OF CUMULATIVE TOTAL RETURN AMONG
SUPPORT.COM, INC,,

THE NASDAQ COMPOSITE INDEX, AND

THE NASDAQ COMPUTER INDEX

CUMULATIVE TOTAL RETURN AT PERIOD END

12/31/11 12/31/12 12/31/13 12/31/14 12/31/15 12/31/16
Support.com, Inc. $100.00 $185.33 $168.44 $93.78 $44.89 $38.22
Nasdaq Composite Index $100.00 $115.91 $160.32 $181.80 $192.21 $206.63
Nasdaq Computer Index $100.00 $112.48 $148.41 $177.91 $189.02 $212.21

The information presented above in the stock performance graph shall not be deemed to be “soliciting material” or to be
“filed” with the Securities and Exchange Commission or subject to Regulation 14A or 14C, except to the extent that we
subsequently specifically request that such information be treated as soliciting material or specifically incorporate it

by reference into a filing under the Securities Act of 1933 or Exchange Act.

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA.

Support.com is a leading provider of cloud-based software and services for technology support. In June 2009, we sold
our legacy Enterprise software business to Consona Corporation and focused our efforts purely on the consumer and
SMB markets for technology services, and, more recently, our Support.com Cloud offering. Therefore, our audited
consolidated financial statements, accompanying notes and other information provided in this Form 10-K reflect the
Enterprise business as a discontinued operation for all periods presented in accordance with ASC 360, Accounting for
the Impairment or Disposal of Long-Lived Assets. The Company currently reports its operations as a single operating
segment.

The information set forth below is not necessarily indicative of results of future operations and should be read in
conjunction with “Management’s Discussion and Analysis of Financial Condition and Results of Operations” and the

consolidated financial statements and related notes included in Items 7 and 8 of Part II of this Report.
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Consolidated Statements of Operations Data:
Revenue:

Services

Software and other

Total revenue

Cost of revenue:

Cost of services

Cost of software and other

Total cost of revenue

Gross profit

Operating expenses:

Research and development

Sales and marketing

General and administrative

Amortization of intangible assets and other
Goodwill impairment

Restructuring

Total operating expenses

Income (loss) from operations

Interest income and other, net

Income (loss) from continuing operations, before income taxes
Income tax provision (benefit)

Income (loss) from continuing operations, after income taxes

Income from discontinued operations, after income taxes
Net income (loss)

Basic earnings (loss) per share:

Continuing operations, after income taxes
Discontinued operations, after income taxes
Basic net earnings (loss) per share

Diluted earnings (loss) per share:

Continuing operations, after income taxes
Discontinued operations, after income taxes
Diluted net earnings (loss) per share

Shares used in computing per share amounts:
Basic

Diluted

December 31,

2016 2015

(in thousands)
Consolidated Balance Sheet Data:
Cash, cash equivalents and investments $53,409 $65,734

Working capital $54,873 $67,873
Total assets $67,229 $81,492
Long-term obligations $607 $792

Accumulated deficit

Year Ended December 31,

2016

2015 2014

2013

(In thousands, except per share data)

$56,311  $72,151 $77,272
5,349 5,182 5,719 13,296
61,660 77,333 82,991 88,163
50,245 61,439 60,606 43,208
486 536 840 1,172
50,731 61,975 61,446 44,380
10,929 15,358 21,545 43,783
5,577 6,957 5,078 5,735
6,671 8,545 7,206 14,599
12,958 13,011 11,320 11,376
1,028 1,069 1,091 1,321
— 14,240 — —
1,146 — — —
27,380 43,822 24,695 33,031
(16,451) (28,464) (3,150) 10,752
518 430 294 369
(15,933) (28,034) (2,856) 11,121
307 965 ) 740 772
(16,240) (27,069) (3,596) 10,349
284 28 113 34
$(15,956) $(27,041) $(3,483) $10,383
$0.88 ) $(1.49 ) $(0.20 ) $0.60
0.01 0.00 0.01 0.00
$0.87 ) $(1.49 ) $(0.19 ) $0.60
$(0.88 ) $(1.49 ) $(0.20 ) $0.58
0.01 0.00 0.01 0.00
$(0.87 ) $(1.49 ) $(0.19 ) $0.58
18,409 18,182 17,944 17,184
18,409 18,182 17,944 17,941
2014 2013 2012
$73,793  $72,357  $56,350
$79,758  $77,973  $54,758
$107,987 $106,899 $88,259
$2,201 $1,804 $1,456

$(202,470) $(186,514) $(159,473) $(155,990) $(166,373)

2012

$74,867 $57,622

14,332
71,954

37,343
1,421

38,764
33,190

6,773
18,285
12,234
1,522

38,814
(5,624)
297
(5,327)
208
(5,535)

111
$(5,424)

$(0.34 )
0.01
$(0.33 )

$(0.34 )
0.01
$(0.33 )

16,266
16,266
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$57,308 $71,346 $95,721 $95,396

$74,163
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ITEM MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
7. OPERATIONS.

The following discussion of our financial condition and results of operations should be read in conjunction with our
consolidated financial statements and the related notes included elsewhere in this Form 10-K. The following

discussion includes forward-looking statements. Please see the section entitled “Risk Factors” in Item 1A of this Report
for important information to consider when evaluating these statements.

Overview

Support.com, Inc. is a leading provider of cloud-based software and services that enable technology support for a
connected world. Support.com is the choice of leading communications providers, top retailers, and other important
brands in software, consumer and business electronics, and connected technology.

Our technology support services programs help leading brands create new revenue streams and deepen customer
relationships. We offer turnkey, outsourced support services for service providers, retailers, IoT (Internet of Things)
solution providers and technology companies. Our technology support services programs are designed for both the
consumer and SMB markets, and include computer and mobile device set-up, security and support, virus and malware
removal, wireless network set-up, and home security and automation system support. Most of our technology
specialists work from their homes rather than in brick-and-mortar facilities. We are compensated for our services on a
per-incident, per-subscription or labor rate basis.

Our Support.com Cloud offering is a software-as-a-service (“SaaS”) solution for companies to optimize support
interactions with their customers using their own or third party support personnel. The solution enables companies to
quickly resolve complex technology issues for their customers, boosting support agent productivity, providing ease of
use for customer self-service, and dramatically improving the customer experience.

Total revenue for the year ended December 31, 2016 decreased by $15.7 million, or 20%, from 2015. Revenue from
services decreased by $15.8 million, or 22%, from 2015. The decrease in service revenue was mainly due to Comcast
improving its Wireless Gateway customer experience, which has reduced call volume. Revenue from software and
other increased by $0.2 million, or 3%, from 2015 primarily due to new subscriptions exceeding expiring
subscriptions.

Cost of services for the year ended December 31, 2016 decreased by 18% from 2015 and was mainly driven by the
lower service revenues for 2016. Cost of software and other for the year ended December 31, 2016 decreased by 9%
year-over-year principally due to a decline in third-party licensing costs of $0.1 million. Total gross margin declined
from 20% to 18% year-over-year which was primarily attributable to higher employee benefit costs associated with
our self-insured medical insurance plan.

Operating expenses for the year ended December 31, 2016 decreased by 38% from 2015. Included in operating
expenses for 2015 was an impairment charge of $14.2 million related to the write-off of goodwill, accounting for 86%
of the decrease. The remainder of the decrease related to lower research and development costs of $1.4 million as
well as lower sales and marketing costs of $1.9 million due to decreased employee related expenses, including
stock-based compensation, from reduced headcount associated with the Company’s cost restructuring efforts in the
second and fourth quarter of 2016.

We intend the following discussion of our financial condition and results of operations to provide information that will
assist in understanding our consolidated financial statements, the changes in certain key items in those consolidated
financial statements from year to year, and the primary factors that accounted for tho