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PART I - FINANCIAL INFORMATION
ITEM 1. Financial Statements.
RIMINI STREET, INC.
Unaudited Condensed Consolidated Balance Sheets
(In thousands, except per share amounts)
September 30,

December 31,

2019

2018

ASSETS
Current assets:
Cash and cash equivalents

$

41,725

Restricted cash
Accounts receivable, net of allowance of $477 and $489, respectively

$

24,771

436

435

61,829

80,599

Prepaid expenses and other

11,198

7,099

Total current assets

115,188

112,904

Property and equipment, net of accumulated depreciation and amortization of $9,949 and $8,543, respectively

3,605

3,634

Deposits and other

1,632

1,438

Long-term assets:

Deferred income taxes, net

907
$

Total assets

909

121,332

$

—

$

118,885

LIABILITIES, REDEEMABLE PREFERRED STOCK AND STOCKHOLDERS’ DEFICIT
Current liabilities:
Current maturities of long-term debt

$

Accounts payable

2,372

2,580

12,851

Accrued compensation, benefits and commissions

22,337

22,503

Other accrued liabilities

22,506

20,424

167,024

180,358

214,447

238,508

Deferred revenue
Total current liabilities
Long-term liabilities:
Deferred revenue

33,489

28,898

Accrued PIK dividends payable

1,149

1,056

Other long-term liabilities

2,326

2,011

251,411

270,473

128,638

113,998

—

—

Total liabilities
Commitments and contingencies (Note 8)
Redeemable Series A Preferred Stock:
Authorized 180 shares; issued and outstanding 154 shares and 141 shares as of September 30, 2019 and December 31, 2018,
respectively. Liquidation preference of $154,082, net of discount of $25,444 and $140,846, net of discount of $26,848, as of
September 30, 2019 and December 31, 2018, respectively.
Stockholders’ deficit:
Preferred stock; $0.0001 par value. Authorized 99,820 shares (excluding 180 shares of Series A Preferred Stock); no other
series has been designated
Common stock; $0.0001 par value. Authorized 1,000,000 shares; issued and outstanding 67,109 and 64,193 shares as of
September 30, 2019 and December 31, 2018, respectively
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders' deficit
Total liabilities, redeemable preferred stock and stockholders' deficit

$

6
108,347

(1,898)

(1,567)

(354,722)

(372,372)

(258,717)

(265,586)

121,332

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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7
97,896

$

118,885

RIMINI STREET, INC.
Unaudited Condensed Consolidated Statements of Operations and Comprehensive Income (Loss)
(In thousands, except per share amounts)
Three Months Ended
September 30,
2019
Revenue

$

Cost of revenue

Nine Months Ended
September 30,

2018

68,952

$

2019

62,629

$

2018

203,168

$

185,083

25,915

22,220

74,786

71,845

43,037

40,409

128,382

113,238

Sales and marketing

26,716

22,312

76,437

65,616

General and administrative

10,472

8,585

34,162

29,714

3,642

6,990

—

—

Gross profit
Operating expenses:

Litigation costs and related recoveries:
Professional fees and other costs of litigation
Litigation appeal refunds
Insurance costs and recoveries, net

(339)

Litigation costs and related recoveries, net
Total operating expenses
Operating income

—

6,127

25,002

(12,775)

(21,285)

4,000

(7,583)

3,303

6,990

(2,648)

40,491

37,887

107,951

91,464

(3,866)

2,546

2,522

20,431

21,774

Non-operating income and (expenses):
Interest expense

(27)

(9,499)

(375)

(32,231)

Other debt financing expenses

—

(48,375)

—

(58,331)

Gain from change in fair value of embedded derivatives

—

7,800

—

1,600

(629)

(1,546)

Other expense, net

(329)

Income (loss) before income taxes

(306)

2,190

Income tax expense

(47,858)

(451)

Net income (loss)

19,427

(510)

1,739

(48,368)

(68,734)

(1,777)

(1,573)

17,650

(70,307)

Other comprehensive loss:
Foreign currency translation loss

(262)

(377)

(331)

(729)

Comprehensive income (loss)

$

1,477

$

(48,745)

$

17,319

$

(71,036)

Net loss attributable to common stockholders

$

(4,780)

$

(53,070)

$

(1,219)

$

(75,009)

$

(0.07)

$

(0.85)

$

(0.02)

$

(1.24)

Net loss per share attributable to common stockholders:
Basic and diluted
Weighted average number of shares of Common Stock outstanding:
66,696

Basic and diluted

62,590

65,625

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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60,565

RIMINI STREET, INC.
Unaudited Condensed Consolidated Statements of Stockholders' Deficit
(In thousands)
Three Months Ended September 30,
2019

Nine Months Ended September 30,

2018

2019

2018

Common Stock, Shares
Beginning of period
Exercise of stock options for cash
Restricted stock units vested
Issuance of Common Stock in Private Placement, net
Issuance of Common Stock
End of period

Total Stockholders' Deficit, beginning of period

$

66,387

60,005

64,193

59,314

714

612

2,399

1,303

8

—

165

—

—

2,897

207

2,897

—

—

145

—

67,109

63,514

67,109

63,514

(256,203)

$

(229,896)

$

(265,586)

$

(210,301)

Common Stock, Amount
Beginning of period

7

6

6

6

Exercise of stock options for cash

—

—

1

—

Restricted stock units vested

—

—

—

—

Issuance of Common Stock in Private Placement, net

—

—

—

—

Issuance of Common Stock

—

—

—

—

7

6

7

6

101,887

97,663

108,347

94,967

1,621

1,178

3,829

3,143

907

618

2,875

1,349

Restricted stock units vested

—

—

—

—

Issuance of Common Stock in Private Placement, net

—

16,138

935

16,138

End of period
Additional Paid-in Capital
Beginning of period
Stock based compensation expense
Exercise of stock options for cash

Issuance of Common Stock

—

Accretion of discount on Series A Preferred Stock

—

779

—

(1,511)

(1,011)

(4,319)

(1,011)

Payable in cash

(3,852)

(2,845)

(11,192)

(2,845)

Payable in kind

(1,156)

(846)

(3,358)

Accrued dividends on Series Preferred Stock:

End of period

97,896

110,895

(846)

97,896

110,895

Accumulated Other Comprehensive Loss
Beginning of period
Foreign currency loss
End of period

(1,636)

(1,219)

(1,567)

(262)

(377)

(331)

(867)
(729)

(1,898)

(1,596)

(1,898)

(1,596)

(356,461)

(326,346)

(372,372)

(304,407)

(48,368)

17,650

(70,307)

(374,714)

(354,722)

(374,714)

Accumulated Deficit
Beginning of period
Net income (loss)

1,739

End of period

(354,722)

Total Stockholders' Deficit, end of period

$

(258,717)

$

(265,409)

$

(258,717)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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$

(265,409)

RIMINI STREET, INC.
Unaudited Condensed Consolidated Statements of Cash Flows
(In thousands)
Nine Months Ended September 30,
2019

2018

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income (loss)

$

17,650

$

(70,307)

Adjustments to reconcile net income (loss) to net cash provided by operating activities:
Accretion and amortization of debt discount and issuance costs

185

13,102

Write-off of debt discount and issuance costs

—

54,536

Gain from change in fair value of embedded derivatives

—

(1,600)

Stock-based compensation expense
Paid-in-kind interest expense
Depreciation and amortization
Deferred income taxes

3,829

3,143

—

1,886

1,462

1,399

(15)

Make-whole applicable premium included in interest expense

(255)

—

10,410

141

704

Accounts receivable

18,547

20,206

Prepaid expenses, deposits and other

(4,057)

(1,148)

(10,222)

(759)

Other
Changes in operating assets and liabilities:

Accounts payable
Accrued compensation, benefits, commissions and other liabilities

1,789

Deferred insurance settlement

67

—

Deferred revenue
Net cash provided by operating activities

(8,033)

(8,324)

(5,800)

20,985

17,551

CASH FLOWS USED IN INVESTING ACTIVITIES:
Capital expenditures

(1,354)

(890)

CASH FLOWS FROM FINANCING ACTIVITIES:
Net proceeds from issuance of Series A Preferred Stock and Common Stock
Principal payments on borrowings
Payments for deferred offering and financing costs
Make-whole applicable premium related to prepayment of borrowings
Payments of cash dividends on Series A Preferred Stock

9,110

133,000

(2,555)

(145,382)

(452)

(9,641)

—

(10,410)

(10,883)

Principal payments on capital leases

—

(378)

Proceeds from exercise of employee stock options
Net cash used in financing activities
Effect of foreign currency translation changes

(502)

2,875

1,349

(2,283)

(31,586)

(393)

Net change in cash, cash equivalents and restricted cash

(1,180)

16,955

Cash, cash equivalents and restricted cash at beginning of period

(16,105)

25,206
$

Cash, cash equivalents and restricted cash at end of period

42,161

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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40,027
$

23,922

RIMINI STREET, INC.
Unaudited Condensed Consolidated Statements of Cash Flows, Continued
(In thousands)

Nine Months Ended September 30,
2019

2018

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION:
Cash paid for interest

$

Cash paid for income taxes

210

$

1,778

19,294
1,372

SUPPLEMENTAL DISCLOSURE OF NON-CASH INVESTING AND FINANCING ACTIVITIES:
Discount on shares issued in Private Placements:
Fair value of 207 shares and 2,897 shares of Common Stock issued in 2019 and 2018, respectively, for no consideration regarding
their respective Private Placements

$

1,098

$

20,131

Original issuance discount on Series A Preferred Stock

500

7,000

Transaction costs

390

—

Issuance of 120 shares of Common Stock for consent regarding Private Placements

638

—

Redeemable Series A Preferred Stock Dividends and Accretion:
Accrued cash dividends

$

3,859

$

2,845

Accrued PIK dividends

1,149

846

Accretion of discount on Series A Preferred Stock

4,319

1,011

Issuance of Series A Preferred Stock for PIK dividends

3,236

—

Adjustment for updated calculation of mandatory trigger event exit fees

$

Purchase of equipment under capital lease obligations

—

$

206

3,952
126

Increase in payables for:
Deferred offering costs

$

Capital expenditures

—
—

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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350
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RIMINI STREET, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 — NATURE OF BUSINESS AND BASIS OF PRESENTATION
Nature of Business
Rimini Street, Inc. (“the Company”) is a global provider of enterprise software support services. The Company’s subscription-based software support products and
services offer enterprise software licensees a choice of solutions that replace or supplement the support products and services offered by enterprise software
vendors.
Basis of Presentation and Consolidation
The unaudited condensed consolidated financial statements, which include the accounts of the Company and its wholly owned subsidiaries, are prepared in
conformity with generally accepted accounting principles in the United States of America (“U.S. GAAP”). All significant intercompany balances and transactions
have been eliminated. The accompanying unaudited condensed consolidated financial statements have been prepared by the Company pursuant to the rules and
regulations of the Securities and Exchange Commission (the “SEC”) regarding interim financial reporting. Accordingly, certain information and footnote
disclosures required by GAAP for complete financial statements have been condensed or omitted in accordance with such rules and regulations. In the opinion of
management, all adjustments (consisting of normal recurring adjustments) considered necessary for a fair presentation of the unaudited condensed consolidated
financial statements have been included. These unaudited condensed consolidated financial statements should be read in conjunction with the Company's audited
consolidated financial statements for the year ended December 31, 2018, included in the Company’s 2018 Annual Report on Form 10-K as filed with the SEC on
March 14, 2019 (the “2018 Form 10-K”).
The accompanying condensed consolidated balance sheet and related disclosures as of December 31, 2018 have been derived from the Company’s audited
financial statements. The Company’s financial condition as of September 30, 2019, and operating results for both the three and nine months endedSeptember 30,
2019 are not necessarily indicative of the financial condition and results of operations that may be expected for any future interim period or for the year ending
December 31, 2019.
NOTE 2 — LIQUIDITY AND SIGNIFICANT ACCOUNTING POLICIES
Liquidity
As of September 30, 2019, the Company’s current liabilities exceeded its current assets by$99.3 million, and the Company earned net income of $1.7 million for
the three months ended September 30, 2019. As of September 30, 2019, the Company had available cash, cash equivalents and restricted cash of $42.2 million. As
of September 30, 2019, the Company's current liabilities included $167.0 million of deferred revenue whereby the historical costs of fulfilling the Company's
commitments to provide services to its customers was approximately 38% of the related deferred revenue for the three months ended September 30, 2019.
As discussed in Note 5, the Company completed a third private placement on June 20, 2019, which provided additional net proceeds of$3.0 million from the sale
of 3,500 shares of 13.00% Series A Redeemable Convertible Preferred Stock, par value $0.0001 per share (the “Series A Preferred Stock”) and 72,414 shares of
Common Stock. On March 7, 2019, the Company had completed a second private placement, which provided additional net cash proceeds of $5.0 million from the
sale of 6,500 shares of the Series A Preferred Stock and 134,483 shares of Common Stock. In 2018, the Company had previously refinanced and repaid its Credit
Facility (defined below) on July 19, 2018 through aggregate cash payments of $132.8 million that resulted in the termination of the Credit Facility. These cash
payments were funded from the Initial Private Placement (together with cash-on-hand) discussed in Note 5 that resulted in cash proceeds of $133.0 million from
the sale of 140,000 shares of Series A Preferred Stock and approximately 2.9 million shares of Common Stock.
These refinancing arrangements are expected to improve the Company’s liquidity and capital resources whereby cash dividends are payable at10.0% per annum
that will result in quarterly cash dividends ranging from $3.7 million to $4.3 million over the initial 5-year period beginning on July 19, 2018, assuming all shares
of Series A Preferred Stock remain outstanding, and thereafter, if not previously redeemed or converted, cash dividends will be payable at 13.0% per annum.
Additionally, the Company is obligated to make operating and capital lease payments that are due within the next 12 months in the aggregate amount of$5.8
million. The Company believes that current cash, cash equivalents, restricted cash, and future cash flow from operating activities will be sufficient to meet the
Company’s anticipated cash needs, including cash dividend
7

RIMINI STREET, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

requirements, working capital needs, capital expenditures and contractual obligations for at least 12 months from the issuance date of these financial statements.
Use of Estimates
The preparation of financial statements and related disclosures in conformity with U.S. GAAP requires the Company to make judgments, assumptions, and
estimates that affect the amounts reported in its consolidated financial statements and accompanying notes. The Company bases its estimates and assumptions on
current facts, historical experience, and various other factors that it believes are reasonable under the circumstances, to determine the carrying values of assets and
liabilities that are not readily apparent from other sources. The Company’s significant accounting estimates include, but are not necessarily limited to, accounts
receivable, valuation assumptions for stock options, deferred income taxes and the related valuation allowances, and the evaluation and measurement of
contingencies. To the extent there are material differences between the Company’s estimates and the actual results, the Company’s future consolidated results of
operation may be affected.
Recent Accounting Pronouncements
Recently Adopted Standards. The following accounting standards were adopted during the first quarter of fiscal year2019:
In May 2017, the FASB issued ASU No. 2017-9,Compensation-Stock Compensation: Scope of Modification Accounting, which provides clarification on
when modification accounting should be used for changes to the terms or conditions of a share-based payment award. This standard does not change the
accounting for modifications of share-based payment awards but clarifies that modification accounting guidance should only be applied if there is a change to
the value, vesting conditions, or award classification and would not be required if the changes are considered non-substantive. This standard did not have a
material impact for the Company during the three and nine months ended September 30, 2019.
In August 2018, the SEC adopted a final rule that extends the current annual requirement to disclose changes in stockholders’ equity to interim periods and
also requires interim disclosure of dividends per share for each class of shares (including the Company’s Series A Preferred Stock). These disclosure
provisions became effective beginning in the first quarter of 2019, whereby the Company is required to disclose changes in stockholders’ deficit for the current
and comparative fiscal quarters as well as the current and comparative year-to-date periods presented in interim condensed consolidated financial statements.
The Company has provided an unaudited condensed consolidated statement of stockholders' deficit for the three and nine months ended September 30, 2019
and 2018.
The following accounting standards are not yet effective. Management has not completed its evaluation to determine the impact that adoption of these standards
will have on the Company’s consolidated financial statements:
In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which supersedes nearly all existing revenue recognition
standards under U.S. GAAP. The new standard provides a five-step process for recognizing revenue that depicts the transfer of promised goods or services to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services. The new standard also
requires expanded qualitative and quantitative disclosures related to the nature, amount, timing and uncertainty of revenue and cash flows arising from
contracts with customers. The new standard allows for two transition methods: (i) a full retrospective method applied to each prior reporting period presented,
or (ii) a modified retrospective method applied with the cumulative effect of adoption recognized on adoption date. The Company will adopt this standard
using the full retrospective method. Due to the Company’s emerging growth company status and certain elections made, the new standard is effective for the
Company in fiscal year 2019. As an emerging growth company for interim reporting purposes, we can elect to initially apply the standard either in 2019, the
year of adoption or in the subsequent year. The Company has elected to adopt the standard for interim reporting purposes beginning in the first quarter of fiscal
2020. As a result of this election, fiscal year 2019 interim periods have been reported under Accounting Standards Codification 605, Revenue Recognition
(“ASC 605”) while full year 2019 results will be reported under the new standard.
We have made significant progress in our analysis of how the new standard will impact our revenue, but we have not completed our evaluation and
therefore the full impact upon adoption of this standard is not known and cannot be reasonably estimated. Based on our preliminary evaluation to date, we
believe that the primary change will be the accelerated timing of revenue recognition for certain contracts due to the removal of the current limitation
associated with revenue contingent upon the future delivery of support services. In addition, we expect to capitalize costs incurred to
8
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NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

obtain new client contracts, which is primarily comprised of sales commissions. Such costs, which are expensed as incurred under ASC 605, will be
capitalized and amortized over their estimated useful lives under the new standard. We will complete our evaluation during the remainder of fiscal year 2019.
In February 2016, the FASB issued ASU No. 2016-02,Leases, which requires organizations that lease assets (“lessees”) to recognize on the balance sheet
the assets and liabilities for the rights and obligations created by those leases with lease terms of more than 12 months. Under the new standard, both finance
and operating leases will be required to be recognized on the balance sheet. Additional quantitative and qualitative disclosures, including significant judgments
made by management, will also be required. The standard will be effective for the Company beginning in the first quarter of fiscal 2020. Early adoption is
permitted. The new standard was initially required to be adopted retrospectively to each prior reporting period presented upon initial adoption. However, in
July 2018 the FASB issued ASU No. 2018-11 Targeted Improvements, which provides lessees the option to apply the new leasing standard to all open leases
as of the adoption date by recognizing a cumulative-effect adjustment to accumulated deficit in the period of adoption without restating prior periods. The
Company will not early adopt the new leasing standard and is still evaluating which transition approach will be implemented upon its adoption.
NOTE 3 — OTHER FINANCIAL INFORMATION
Other Accrued Liabilities
As of September 30, 2019 and December 31, 2018, other accrued liabilities consist of the following (in thousands):
2019
Accrued sales and other taxes
Accrued professional fees
Accrued dividends on Redeemable Series A Preferred Stock
Current maturities of capital lease obligations
Income taxes payable
Other accrued expenses
Total other accrued liabilities

2018

$

4,671
7,977
3,859
243
667
5,089

$

5,687
7,035
3,521
387
767
3,027

$

22,506

$

20,424

Other accrued expenses includes an amount due to an insurance company as a result of the United States Supreme Court decision, which is described in Note 8.
NOTE 4 — DEBT
Debt is presented net of debt discounts and issuance costs (“DDIC”) in the Company’s balance sheets. As ofSeptember 30, 2019 and December 31, 2018, the net
carrying value and balance sheet classification of debt is summarized as follows (in thousands):
2019
Note payable to GP Sponsor, net of DDIC
Less current maturities
Long-term debt, net of current maturities

2018

$

—
—

$

2,372
2,372

$

—

$

—

For purposes of classifying current maturities of long-term debt in the Company’s balance sheets, none of the discount is attributed to the current portion until the
maturity date is less than one year from the balance sheet date. As discussed below, the Company has repaid the related party note payable to GP Sponsor on
June 28, 2019. Also discussed below, the Company repaid in full and terminated its former Credit Facility onJuly 19, 2018.
Related Party Note Payable
Upon consummation of the merger with GP Investments Acquisition Corp. ("GPIA") in May 2017, an outstanding note payable to GP Sponsor with an initial face
amount of approximately $3.0 million was assumed by the Company. This note was originally non-interest bearing and was not due and payable until the
outstanding principal balance under the former Credit Facility was less than $95.0 million. At the inception of this note, the maturity date was expected to occur in
June 2020 based on the scheduled principal payments under the Credit Facility. Interest was initially imputed under this note payable at the rate of 15.0% per
9
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annum. The net carrying value of this note payable was$2.1 million as of December 31, 2017, and the Company recognized accretion expense of $0.3 million and
$0.7 million for the three and nine months ended September 30, 2018, respectively. This note payable was amended twice in 2018, which resulted in further
changes to the effective interest rate and maturity date.
The second amendment to the loan agreement was effective on December 21, 2018, and provided for an extension of the maturity date from January 4, 2019 to
June 28, 2019. In addition, the parties agreed that the note payable would retroactively bear interest at 13.0% per annum from July 19, 2018 through the maturity
date. Total retroactive interest amounted to $0.2 million which is accounted for as DDIC that was being accreted through the maturity date. In addition, the second
amendment provided for monthly principal payments starting in December 2018 of approximately $0.4 million plus accrued interest. In December 2018, the
Company made a payment of $0.6 million, primarily consisting of payment of retroactive interest of $0.2 million and the first monthly principal payment of $0.4
million. The Company made principal and interest payments totaling $2.7 million during the nine months ended September 30, 2019, respectively. The effective
interest rate for accretion of DDIC was 26.4% for the period from December 21, 2018 through June 28, 2019. The note was paid off on June 28, 2019.
Former Credit Facility
Overview. In June 2016, the Company entered into a multi-draw term loan Financing Agreement (the “Credit Facility”) with a syndicate of lenders (the “Lenders”).
The Credit Facility would have matured in June 2020 but was repaid and terminated in July 2018 as discussed below. The Credit Facility provided for an aggregate
commitment of up to $125.0 million which consisted of an initial term loan for$30.0 million, a “delayed draw A Term Loan” for$65.0 million, and a “delayed
draw B Term Loan” for $30.0 million. An origination fee equal to 5.0% of the $125.0 million commitment was paid in cash to the Lenders from the proceeds of the
initial term loan. The Credit Facility provided for an Original Issue Discount (“OID”) of 2.0% of the initial face amount of borrowings. Origination fees and OID
were accounted for as DDIC.
Borrowings under the Credit Facility were collateralized by substantially all assets of the Company, including certain cash depository accounts that were subject to
control agreements with the Lenders.
Interest and Fees. The outstanding principal balance under the former Credit Facility provided for monthly interest payments at15.0% per annum, consisting of
12.0% per annum that was payable in cash and3.0% per annum that was payable through the issuance of additional borrowings beginning on the interest payment
due date (referred to as paid-in-kind, or “PIK” interest). In addition, a make-whole applicable premium payment of approximately 15.0% per annum through June
2019 was required for certain principal prepayments as defined in the Credit Facility.
The Credit Facility provided for collateral monitoring fees at the rate of2.5% of the outstanding principal balance during 2018 until the Credit Facility was
terminated. The Credit Facility also required unused line fees of 5.0% per annum on the $17.5 million undrawn portion of the Credit Facility during 2018 until the
termination date. All unused line fees and collateral monitoring fees were payable monthly in arrears and were recorded as a component of other debt financing
expenses in the period incurred.
Accretion and Amortization. DDIC that relates to the entire Credit Facility was allocated pro rata between the funded and unfunded portions of the Credit Facility
based on the relative amounts that were cumulatively borrowed versus the undrawn portion of the $125.0 million commitment. DDIC related to funded debt was
accreted to interest expense using the effective interest method based on the aggregate principal obligations to the Lenders and consulting and Trigger Event exit
fee obligations to one of the lenders that served as the origination agent (the “Origination Agent”). DDIC associated with unfunded debt was amortized using the
straight-line method from the date incurred through the maturity date of the Credit Facility, which was included in other debt financing expenses in the
accompanying unaudited condensed consolidated statements of operations and comprehensive loss.
Termination of the Credit Facility. In connection with the closing on July 19, 2018 of the Initial Private Placement discussed in Note 5, the Company used
substantially all of the $133.0 million of gross proceeds from the Initial Private Placement (together with cash-on-hand) to repay all outstanding indebtedness and
fees under the Credit Facility, and the Credit Facility was terminated. The aggregate cash payments to terminate the Credit Facility amounted to $132.8 million and
consisted of the following (in thousands):
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Contractual principal and exit fees:
Principal balance
Mandatory trigger event exit fees
Mandatory consulting

$

102,576
13,624
2,000

Subtotal
Make-whole applicable premium
Amendment fees and related liabilities
Accrued interest and fees payable

118,200
7,307
6,250
1,073
$

Total cash termination payments

132,830

Interest Expense
The components of interest expense are presented below (in thousands):
Three Months Ended
September 30,
2019
Credit Facility:
Interest expense at 12.0%
PIK interest at 3.0%
Accretion expense for funded debt
Make-whole applicable premium:
Credit Facility prepayments
Payoff of Credit Facility
Accretion expense for GP Sponsor note payable
Interest on other borrowings
Total interest expense

$

2018
—
—
—

$

—
—
—
27
$

Nine Months Ended
September 30,

27

631
162
1,071

2019
$

—
—
—

—
7,307
309
19
$

9,499

2018
$

—
—
185
190
$

375

7,513
1,886
11,670
3,103
7,307
676
76

$

32,231

Other Debt Financing Expenses
The components of other debt financing expenses are presented below (in thousands):
Three Months Ended
September 30,
2019
Write-off of DDIC:
Credit Facility prepayments
Payoff of funded Credit Facility
Termination of unfunded Credit Facility
Collateral monitoring fees
Amortization of DDIC related to unfunded debt
Unused line fees
Amortization of prepaid agent fees and other
Total other debt financing fees

Nine Months Ended
September 30,

2018

2019

2018

$

—
—
—
—
—
—
—

$

—
44,603
2,764
121
70
42
775

$

—
—
—
—
—
—
—

$

7,169
44,603
2,764
1,556
756
481
1,002

$

—

$

48,375

$

—

$

58,331

NOTE 5 — REDEEMABLE SERIES A PREFERRED STOCK
June 2019 Securities Purchase Agreement
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On June 20, 2019, the Company entered into a securities purchase agreement (the "June 2019 SPA") with accredited investors for a private placement (the “June
2019 Private Placement”) of (i) 3,500 shares of Series A Preferred Stock, (ii) 72,414 shares of Common Stock, and (iii) a Convertible Note (as defined below) with
no principal balance outstanding. The shares of the Series A Preferred Stock were authorized pursuant to the CoD (as defined below) and are subject to the
provisions set forth in an amended Security Agreement (as defined below), a Convertible Note and a registration rights agreement that is substantially similar in all
material respects to the Registration Rights Agreement (as defined below) entered into connection with the 2018 Securities Purchase Agreement discussed below.
The accredited investors in the June 2019 Private Placement are not affiliated with the accredited investors in the March 2019 Private Placement (as defined below)
or the Initial Private Placement.
The aggregate cash proceeds from the June 2019 Private Placement were $3.3 million in cash (after a 5.0% discount or $0.2 million). The net proceeds were
approximately $3.0 million after estimated transaction costs payable by the Company of $0.3 million. The transaction costs consisted of 35,000 shares of Common
Stock issued to the existing holders of the Series A Preferred Stock for their consent at a cost of approximately $0.2 million and direct transaction costs of
approximately $0.2 million related to professional fees of the investors, existing holders of Series A Preferred Stock and the Company. The net proceeds were
allocated based on their relative fair values at issuance of the Series A Preferred Stock and the Common Stock. The allocation of the net proceeds from the June
2019 Private Placement are set forth below (dollars in thousands):
Series A Preferred Stock

Shares

Amount

Common

Convertible

Stock

Notes

Total

Fair value on June 20, 2019:
Series A Preferred Stock

3,500

$

2,997

(1)

$

—

Common Stock

—

—

376

Convertible Notes

—

—

—

Total

3,500

$

2,997

3,500

$

2,954

$

—

$

—

(2)

376

—

$

376

$

371

(3)

(38)

(4)

2,997
—

$

—

$

3,373

$

—

$

3,325

$

2,986

Relative fair value allocation on June 20, 2019:
Aggregate cash proceeds on June 20, 2019
Incremental and direct costs
Net carrying value on June 20, 2019
(1)
(2)
(3)
(4)

—
3,500

(301)
$

2,653

(3)
(4)

$

333

—
$

—

(339)

The liquidation preference for each share of Series A Preferred Stock on the closing date for the June 2019 Private Placement was $1,000 per share for an aggregate liquidation
preference of $3.5 million. The estimated fair value of the Series A Preferred Stock was approximately $3.0 million on June 20, 2019, which is the basis for allocation of the net
proceeds. Please refer to Note 11 for further discussion of the valuation methodology employed.
The fair value of the issuance of approximately 72,414 shares of the Common Stock was based on the closing price of $5.19 per share on the date prior to closing of the transaction.
The aggregate cash proceeds of $3.3 million on June 20, 2019 were allocated pro rata based on the fair value of all consideration issued.
Incremental and direct costs related to the June 2019 Private Placement were allocated pro rata based on the fair value of all consideration issued. Such costs included the issuance of
35,000 shares of Common Stock to the Initial Private Placement investors in the Series A Preferred Stock for their consent of approximately $0.2 million and financial advisory and
professional fees that were incurred of approximately $0.2 million that were either paid or accrued directly by the Company as of June 30, 2019.

March 2019 Securities Purchase Agreement
On March 7, 2019, the Company entered into a securities purchase agreement (the “March 2019 SPA”) with an accredited investor for a private placement (the
"March 2019 Private Placement") of (i) 6,500 shares of Series A Preferred Stock, (ii) 134,483 shares of Common Stock, and (iii) a Convertible Note (as defined
below) with no principal balance outstanding. The shares of Series A Preferred Stock were authorized pursuant to the CoD (as defined below) and are subject to the
provisions set forth in an amended Security Agreement (as defined below), a Convertible Note and a registration rights agreement that is substantially similar in all
material respects to the Registration Rights Agreement (as defined below) entered into in connection with the 2018 Securities Purchase Agreement discussed
below. The accredited investor in the March 2019 Private Placement is affiliated with one of the accredited investors in the Initial Private Placement.
The aggregate cash proceeds from the March 2019 Private Placement were $5.8 million in cash (after an 11.0% discount or $0.7 million). The net proceeds were
approximately $5.0 million after estimated transaction costs payable by the Company of $0.8 million. The transaction costs consisted of 85,000 shares of Common
Stock issued to the existing holders of the Series A Preferred Stock for their consent at a cost of approximately $0.5 million and direct transaction costs of
approximately $0.3 million related to due diligence and professional fees. The net proceeds were allocated based on their relative fair values at
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issuance of the Series A Preferred Stock and the Common Stock. The allocation of the net proceeds from the March 2019 Private Placement are set forth below
(dollars in thousands):
Series A Preferred Stock
Shares

Amount

Common

Convertible

Stock

Notes

Total

Fair value on March 7, 2019:
Series A Preferred Stock

6,500

$

5,313

(1)

$

—

Common Stock

—

—

722

Convertible Notes

—

—

—

Total

6,500

$

5,313

6,500

$

5,093

$

—

$

—

(2)

722

—

$

722

$

692

(3)

(90)

(4)

5,313
—

$

—

$

6,035

$

—

$

5,785

$

5,034

Relative fair value allocation on March 7, 2019:
Aggregate cash proceeds on March 7, 2019
Incremental and direct costs
Net carrying value on March 7, 2019
(1)
(2)
(3)
(4)

—
6,500

(661)
$

4,432

(3)
(4)

$

602

—
$

—

(751)

The liquidation preference for each share of Series A Preferred Stock on the closing date for the March 2019 Private Placement was $1,000 per share for an aggregate liquidation
preference of $6.5 million. The estimated fair value of the Series A Preferred Stock was approximately $5.3 million on March 7, 2019, which is the basis for allocation of the net
proceeds. Please refer to Note 11 for further discussion of the valuation methodology employed.
The fair value of the issuance of approximately 134,483 shares of the Common Stock was based on the closing price of $5.37 per share on the date prior to closing of the transaction.
The aggregate cash proceeds of $5.8 million on March 7, 2019 were allocated pro rata based on the fair value of all consideration issued.
Incremental and direct costs related to the March 2019 Private Placement were allocated pro rata based on the fair value of all consideration issued. Such costs included the issuance
of 85,000 shares of Common Stock to the Initial Private Placement investors in the Series A Preferred Stock for their consent of approximately $0.5 million and financial advisory
and professional fees that were incurred of approximately $0.3 million that were either paid or accrued directly by the Company as of March 31, 2019.

The changes in the net carrying value of Series A Preferred Stock from December 31, 2018 to September 30, 2019, including the June 2019 Private Placement and
March 2019 Private Placement, are set forth below (dollars in thousands):
Series A Preferred Stock
Shares
Net carrying value as of December 31, 2018

Amount

140,846

$

113,998

Issuance of shares to settle PIK Dividends on January 2, 2019

1,062

1,062

Additional shares issued on March 7, 2019

6,500

4,432

Accretion of discount for the three months ended March 31, 2019

—

1,359

148,408

120,851

Issuance of shares to settle PIK Dividends on April 1, 2019

1,059

1,059

Additional shares issued on June 20, 2019

3,500

2,653

Net carrying value as of March 31, 2019

Accretion of discount for the three months ended June 30, 2019
Net carrying value as of June 30, 2019
Issuance of shares to settle PIK Dividends on July 1, 2019
Accretion of discount for the three months ended September 30, 2019

—

1,449

152,967

126,012

1,115

1,115

—
154,082

Net carrying value as of September 30, 2019

1,511
$

128,638

For future calculations of earnings applicable to common stockholders, the aggregate discount applicable to the Series A Preferred Stock will be accreted using the
effective interest method from the respective issuance dates through July 19, 2023 when the holders of all outstanding shares of Series A Preferred Stock may first
elect to redeem their shares for cash.
2018 Securities Purchase Agreement
On July 19, 2018, the closing occurred for a Securities Purchase Agreement (the “2018 SPA”) with several accredited investors (the “Purchasers”) for a private
placement (the “Initial Private Placement”) of (i) 140,000 shares of Series A Preferred Stock,
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(ii) approximately 2.9 million shares of Common Stock, and (iii) convertible secured promissory notes (the “Convertible Notes”), with no principal amount
outstanding at issuance that solely collateralize amounts, if any, that may become payable by the Company pursuant to certain redemption provisions of the Series
A Preferred Stock.
The aggregate cash proceeds from the Initial Private Placement were $133.0 million in cash (after taking into account a discount of$7.0 million, but before the
incremental and direct transaction costs associated with the Initial Private Placement of $4.6 million).
The Company used the net proceeds from the 2018 SPA to repay all outstanding indebtedness and various fees and expenses under the former Credit Facility as
discussed in Note 4, and to pay certain fees and expenses of the Purchasers and the Company in connection with the 2018 SPA.
Agreements Related to Private Placement Transactions
In connection with the completion of the Initial Private Placement, the Company, among other customary closing actions, (i) filed a Certificate of Designations
with the State of Delaware setting forth the rights, preferences, privileges, qualifications, restrictions and limitations on the Series A Preferred Stock (the “CoD”),
(ii) entered into a Registration Rights Agreement with the Purchasers setting forth certain registration rights of the Purchasers (the “Registration Rights
Agreement”), (iii) delivered a Convertible Note to each Purchaser, and (iv) entered into a Security Agreement (the “Security Agreement”) in respect of the
Company’s assets collateralizing the amounts that may become payable pursuant to the Promissory Notes if certain redemption provisions of the Series A
Preferred Stock are triggered in the future. In connection with both the March 2019 and June 2019 Private Placements, the Company entered into a securities
purchase agreement, a Registration Rights Agreement, a First (March 2019) and Second (June 2019) Amendment to the Security Agreement, as well as issued
Convertible Notes to each investor, in each case substantially in the same form as entered into by the Company in the Initial Private Placement.
Certificate of Designations of the Series A Preferred Stock and Dividends
The CoD authorizes the issuance of up to 180,000 shares of Series A Preferred Stock. The holders of Series A Preferred Stock are entitled to, from the respective
issuance date, a cash dividend of 10.0% per annum and a payment-in-kind dividend of 3.0% per annum for the first five years following the initial June 2018
closing and thereafter all dividends accruing on such Series A Preferred Stock will be payable in cash at a rate of 13.0% per annum. The Series A Preferred Stock
is classified as mezzanine equity in the Company’s consolidated balance sheet as of September 30, 2019 and December 31, 2018 since the holders have redemption
rights beginning on July 19, 2023 (and earlier under certain circumstances).
As required under the CoD, the Cash Dividends and PIK Dividends for the period in which the Series A Preferred Stock was outstanding during the third quarter of
2019 were settled on October 1, 2019 to holders of record on September 16, 2019. Accordingly, the Company accrued a current liability for accrued Cash
Dividends through September 30, 2019 for $3.9 million. A long-term liability was recorded for$1.1 million of PIK Dividends that accrued through September 30,
2019, and that were settled through the issuance of 1,149 shares of Series A Preferred Stock on October 1, 2019. Presented below is a summary of total and per
share dividends declared through September 30, 2019 (dollars in thousands, except per share amounts):
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Dividends Payable in:
Cash
PIK
Dividends payable as of December 31, 2018
Cash Dividends @ 10% per annum
PIK Dividends @ 3% per annum
Fractional PIK shares settled for cash
Less dividends settled January 2, 2019

$

3,521
3,593
—
13
(3,566)

$

Total
Dividends
1,056
—
1,065
—
(1,062)

$

4,577
3,593
1,065
13
(4,628)

Dividends
Per Share
$

32.50
25.00
7.41
0.09
(32.62)

Dividends payable as of March 31, 2019
Cash Dividends @ 10% per annum
PIK Dividends @ 3% per annum
Fractional PIK shares settled for cash
Less dividends settled April 1, 2019

3,561
3,747
—
9
(3,561)

1,059
—
1,115
—
(1,059)

4,620
3,747
1,115
9
(4,620)

31.13
25.00
7.44
0.06
(30.82)

Dividends payable as of June 30, 2019
Cash Dividends @ 10% per annum
PIK Dividends @ 3% per annum
Fractional PIK shares settled for cash
Less dividends settled July 1, 2019

3,756
3,852
—
7
(3,756)

1,115
—
1,149
—
(1,115)

4,871
3,852
1,149
7
(4,871)

31.84
25.00
7.46
0.05
(31.61)

Dividends payable as of September 30, 2019

$

3,859

$

1,149

$

5,008

$

32.50

The liquidation value of the Series A Preferred Stock is convertible into shares of Common Stock at an initial conversion rate of$10.00 per share for a total of
15.4 million shares of Common Stock based on 154,082 shares of Series A Preferred Stock outstanding as of September 30, 2019. Each share of Series A
Preferred Stock is convertible at the holder’s option into one share of Common Stock at a conversion price equal to the quotient of (i) the Liquidation Preference
(as defined below), and (ii) $10.00 (subject to appropriate adjustment in the event of a stock split, stock dividend, combination or other similar recapitalization) (the
“Per Share Amount”). The Company has the right to convert outstanding shares of Series A Preferred Stock into Common Stock for the Per Share Amount after
July 19, 2021, if the Company’s volume weighted average stock price for at least 30 trading days of the 45 consecutive trading days immediately preceding such
conversion is greater than $11.50 per share. The Company can exercise this right to convert twice per calendar year for a maximum number of shares of Common
Stock that has publicly traded over the 60 consecutive trading days prior to the conversion date (less any shares of Common Stock that have been issued pursuant
to any such conversion during such 60-day period).
The Series A Preferred Stock will become mandatorily redeemable, upon the election by the holders of a majority of the then outstanding shares, on or after
July 19, 2023. Any and all of the then outstanding liquidation value of the Series A Preferred Stock plus any capitalized PIK Dividends and any unpaid accrued
Cash Dividends not previously included in the Liquidation Preference (the “Redemption Amount”) is required to be repaid in full in cash on such redemption date
or satisfied in the form of obligations under the Convertible Notes. Additionally, in certain circumstances the Company may require the holders of shares of the
Series A Preferred Stock to convert into shares of Common Stock in lieu of cash payable upon redemption.
The Series A Preferred Stock will also become mandatorily redeemable at any time upon the reasonable determination of the holders of a majority of the Series A
Preferred Stock then outstanding of the occurrence of a Material Adverse Effect or the occurrence of a Material Litigation Effect (as such terms are defined in the
CoD), with the Redemption Amounts payable automatically becoming payment obligations pursuant to the Convertible Notes with a concurrent cancellation of the
shares of the Series A Preferred Stock, unless under certain circumstances, the Company redeems the Series A Preferred Stock for cash at such time.
Prior to July 19, 2021, the Company will have the right to redeem up to$80.0 million of shares of the Series A Preferred Stock for cash amounts equal to the
Redemption Amount which would include a make-whole premium that provides the holders thereof with full yield maintenance as if the Series A Preferred Stock
was held until July 19, 2021, provided that such redemptions are subject to certain conditions and limitations. After July 19, 2021, the Company will have the right
to redeem shares of Series A Preferred Stock for a cash per share amount equal to the Redemption Amount.
The holders of Series A Preferred Stock may exercise their conversion rights prior to any optional redemption. In the event of a liquidation, dissolution or winding
up of the Company, the Series A Preferred Stock is entitled to a liquidation preference in the amount of the greater of (i) $1,000 plus accrued but unpaid Dividends
(the “Liquidation Preference”), and (ii) the per share
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amount of all cash, securities and other property to be distributed in respect of the Common Stock such holder would have been entitled to receive for its Series A
Preferred Stock on an as-converted basis. In the event of a liquidation, dissolution or winding up of the Company prior to July 19, 2021, the holders are entitled to a
make-whole premium that provides the holders thereof with full yield maintenance as if the shares of Series A Preferred Stock were held until July 19, 2021.
Until approximately 95% of the Series A Preferred Stock or Convertible Notes are no longer outstanding, the Company is restricted from incurring Indebtedness
(as defined in the June 2019 SPA, March 2019 SPA and 2018 SPA), subject to certain exceptions.
Registration Rights Agreement
The original Registration Rights Agreement required the Company to register the resale of the shares of Common Stock and Series A Preferred Stock issued
pursuant to the 2018 SPA. The Company satisfied such registration requirements in November 2018. The Registration Rights Agreements, entered into in
connection with both the March 2019 and June 2019 Private Placements, require the Company to register the resale of the shares of Common Stock and Series A
Preferred Stock pursuant to the March 2019 SPA and the June 2019 SPA within 120 days of the respective March 7, 2019 and June 20, 2019 closing dates. The
Company satisfied such registration requirements in July 2019. Each such Registration Rights Agreement also includes customary “piggyback” registration rights,
suspension rights, indemnification, contribution, and assignment provisions.
NOTE 6—RESTRICTED STOCK UNITS, STOCK OPTIONS AND WARRANTS
The Company’s stock option plans consist of the 2007 Stock Plan (the “2007 Plan”) and the 2013 Equity Incentive Plan, as amended and restated in July 2017 (the
“2013 Plan”). The 2007 Plan and the 2013 Plan are collectively referred to as the “Stock Plans”. For additional information about the Stock Plans, please refer to
Note 8 to the Company’s consolidated financial statements for the year ended December 31, 2018, included in the 2018 Form 10-K. The information presented
below provides an update for activity under the Stock Plans for the nine months ended September 30, 2019.
Restricted Stock Units
For the nine months ended September 30, 2019, the Board of Directors granted restricted stock units (“RSUs”) under the 2013 Plan for an aggregate of
approximately 2.9 million shares of Common Stock to members of the Board of Directors, officers and employees of the Company. These RSUs vest over periods
ranging from 12 to 36 months from the respective grant dates and the awards are subject to forfeiture upon termination of employment or service on the Board of
Directors. Based on the weighted average fair market value of the Common Stock on the date of grant of $4.87 per share, the aggregate fair value for the shares
underlying the RSUs amounted to $14.1 million as of the grant date that will be recognized as compensation cost over the vesting period. Compensation expense of
approximately $1.1 million and $0.3 million was recognized for the three months ended September 30, 2019 and 2018, respectively. Compensation expense of
approximately $2.1 million and $0.8 million was recognized for the nine months ended September 30, 2019 and 2018, respectively. As of September 30, 2019, the
unrecognized expense of $10.2 million is expected to be charged to expense on a straight-line basis as the RSUs vest over a weighted-average period of
approximately 2.6 years.
Stock Options
On February 13, 2019, the Board of Directors authorized an increase of approximately 2.6 million shares available for grant under the 2013 Plan. For the nine
months ended September 30, 2019, the Board of Directors granted stock options for the purchase of an aggregate of approximately0.6 million shares of Common
Stock at an exercise prices that were equal to or greater than the fair market value of the Common Stock on the date of grant. These stock options generally vest
annually for one-third of the awards and expire ten years after the grant date.
The following table sets forth a summary of stock option activity under the Stock Plans for thenine months ended September 30, 2019 (shares in thousands):
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Shares
Outstanding, December 31, 2018
Granted
Forfeited
Expired
Exercised

11,904
634
(419)
(408)
(2,399)

Price (1)
$

Term (2)

4.00
5.38
7.73
6.88
1.20

5.1

Outstanding, September 30, 2019 (3)(4)

9,312

4.52

5.2

Vested, September 30, 2019 (3)

7,459

3.95

4.3

(1) Represents the weighted average exercise
price.
(2) Represents the weighted average remaining contractual term until the stock options
expire.
(3) As of September 30, 2019, the aggregate intrinsic value of all stock options outstanding was $10.3 million. As of September 30, 2019, the aggregate
intrinsic value of vested stock options was $10.3 million.
(4) The number of outstanding stock options that are not expected to ultimately vest due to forfeiture amounted to0.2 million shares as of September 30,
2019.
The following table presents activity affecting the total number of shares available for grant under the Stock Plans for thenine months ended September 30, 2019
(in thousands):
Available, December 31, 2018
Stock options granted
Restricted stock units granted
Expired options under Stock Plans
Forfeited options and restricted stock units under Stock Plans
Newly authorized by Board of Directors

2,758
(634)
(2,887)
408
451
2,567
2,663

Available, September 30, 2019

The aggregate fair value of approximately 634,000 stock options granted for the nine months ended September 30, 2019 amounted to $1.3 million, or $2.04 per
share as of the grant date. Fair value was computed using the Black-Scholes-Merton (“BSM”) method and will result in the recognition of compensation cost over
the vesting period of the stock options. For the nine months ended September 30, 2019, the fair value of each stock option grant under the Stock Plans was
estimated on the date of grant using the BSM option-pricing model, with the following weighted-average assumptions:
Expected life (in years)
Volatility
Dividend yield
Risk-free interest rate
Fair value per common share on date of grant

6.0
35%
0%
2.35%
$5.38

As of September 30, 2019 and December 31, 2018, total unrecognized compensation costs related to unvested stock options, net of estimated forfeitures, was$2.7
million and $4.0 million, respectively. As of September 30, 2019, the unrecognized costs are expected to be charged to expense on a straight-line basis over a
weighted-average vesting period of approximately 1.7 years.
Stock-Based Compensation Expense
Stock-based compensation expense attributable to RSUs and stock options is classified as follows (in thousands):
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Three Months Ended
September 30,
2019
Cost of revenues
Sales and marketing
General and administrative
Total

Nine Months Ended
September 30,

2018

2019

2018

$

247
484
890

$

246
504
428

$

625
1,132
2,072

$

612
1,321
1,210

$

1,621

$

1,178

$

3,829

$

3,143

Warrants
As of September 30, 2019, warrants are outstanding for an aggregate of 18.1 million shares of Common Stock, including 3.4 million shares of Common Stock
exercisable at $5.64 per share, and an aggregate of 14.7 million shares of Common Stock exercisable at $11.50 per share. For additional information about these
warrants, please refer to Note 8 to the Company’s consolidated financial statements for the year ended December 31, 2018, included in the 2018 Form 10-K.
NOTE 7 — INCOME TAXES
In December 2017, the U.S. Tax Cuts and Jobs Act of 2017 (“Tax Act”) was enacted into law which significantly revises the Internal Revenue Code of 1986, as
amended. The Tax Act, among other things, contains significant changes to corporate taxation, including a flat corporate tax rate of 21%, limitation of the tax
deduction for interest expense to 30% of adjusted earnings, limitation of the deduction for newly generated net operating losses to80% of current year taxable
income and elimination of net operating loss carrybacks, one time taxation of offshore earnings at reduced rates regardless of whether they are repatriated (the
“Transition Tax”), future taxation of certain classes of offshore earnings regardless of whether they are repatriated, immediate deductions for certain new
investments instead of deductions for depreciation expense over time, and modifying or repealing many business deductions and credits beginning in 2018.
The imposition of the Transition Tax may reduce or eliminate U.S. federal deferred taxes on the unremitted earnings of the Company’s foreign subsidiaries.
However, the Company may still be liable for withholding taxes, state taxes, or other income taxes that might be incurred upon the repatriation of foreign
earnings. The Company has not made any provision for additional income taxes on undistributed earnings of its foreign subsidiaries.
For the three months ended September 30, 2019 and 2018, our effective rate was20.6% and (1.1)%, respectively. For the nine months ended September 30, 2019
and 2018, our effective tax rate was 9.1% and (2.3)%, respectively. Our income tax expense was attributable to earnings in foreign jurisdictions subject to income
taxes. For both the three and nine months ended September 30, 2019 and 2018, no income tax expense was recorded in the United States as a result of historical net
operating losses being incurred. The Company did not have any material changes to its conclusions regarding valuation allowances for deferred income tax assets
or uncertain tax positions for the three months ended September 30, 2019 and 2018.
NOTE 8 — COMMITMENTS AND CONTINGENCIES
Operating Leases
The Company leases its office facilities under non-cancellable operating lease agreements that expire from November 2019 to December 2026. The Company
recognizes rent expense on a straight-line basis over the lease period. Rent expense for the three months ended September 30, 2019 and 2018 was $1.5 million and
$1.4 million, respectively. Rent expense for the nine months ended September 30, 2019 and 2018 was$4.5 million and $4.1 million, respectively.
Future minimum lease payments under the non-cancellable operating lease agreements are as follows (in thousands):
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12 months ending September 30:
2020
2021
2022
2023
2024
Thereafter

$

5,569
5,254
4,273
2,692
2,702
5,724

Total

$

26,214

Series A Preferred Stock Dividends
In connection with the issuance of Series A Preferred Stock on June 20, 2019, March 7, 2019 and July 19, 2018 as discussed in Note 5, the Company is obligated
to pay Cash Dividends and issue additional shares of Series A Preferred Stock in settlement of PIK Dividends. From January 1, 2019 through July 19, 2023 that
the Series A Preferred Stock is expected to be outstanding, estimated Cash Dividends and PIK Dividends required to be declared are as follows (in thousands):
Year Ending December 31:

Cash

PIK

Total

2019
2020
2021
2022
2023

$

15,075
15,819
16,299
16,794
9,455

$

4,522
4,746
4,890
5,038
2,837

$

19,597
20,565
21,189
21,832
12,292

Total

$

73,442

$

22,033

$

95,475

Retirement Plan
The Company has a qualified 401(k) plan for all eligible U.S. employees. Employees may contribute up to the statutory maximum, which is set by law each year.
The plan also provides for discretionary employer contributions in an amount equal to 100% of each employee’s contribution, not to exceed 4% of eligible
compensation. The Company’s matching contribution to the plan totaled $0.6 million and $0.5 million for the three months ended September 30, 2019 and 2018,
respectively. The Company's matching contribution to the plan totaled $1.9 million and $1.6 million for the nine months ended September 30, 2019 and 2018,
respectively.
Rimini I Litigation
In January 2010, certain subsidiaries of Oracle Corporation (together with its subsidiaries individually and collectively, “Oracle”) filed a lawsuit,Oracle USA, Inc.
et al. v. Rimini Street, Inc. et al. (United States District Court for the District of Nevada) (“Rimini I”), against the Company and its Chief Executive Officer, Seth
Ravin, alleging that certain of the Company’s processes violated Oracle’s license agreements with its customers and that the Company committed acts of copyright
infringement and violated other federal and state laws. The litigation involved the Company’s business processes and the manner in which the Company provided
services to its clients. To provide software support and maintenance services to its clients, the Company requests access to a separate environment for developing
and testing the updates to the software programs. Prior to July 2014, PeopleSoft, J.D. Edwards, and Siebel clients switching from Oracle to the Company’s
enterprise software support were given a choice of two models for hosting the development and testing environment for their software: the environment could be
hosted on the client’s servers or on the Company’s servers. In addition to other allegations, Oracle challenged the Rimini Street-hosted model for certain Oracle
license agreements with its customers that contained site-based restrictions. Oracle alleged that its license agreements with these customers restrict licensees’ rights
to provide third parties, such as the Company, with copies of Oracle software and restrict where a licensee may physically install the software. Oracle alleged that,
in the course of providing services, the Company violated such license agreements and illegally downloaded software and support materials without authorization.
Oracle further alleged that the Company impaired its computer systems in the course of downloading materials for the Company’s clients. Oracle filed amended
complaints (together, “Oracle’s amended complaint”) in April 2010 and June 2011. Specifically, Oracle’s amended complaint asserted the following causes of
action: copyright infringement; violations of the Federal Computer Fraud and Abuse Act; violations of the Computer Data Access and Fraud Act; violations of
Nevada Revised Statute 205.4765; breach of contract; inducing breach of contract;
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intentional interference with prospective economic advantage; negligent interference with prospective economic advantage; unfair competition; trespass to
chattels; unjust enrichment/restitution; unfair practices; and a demand for an accounting. Oracle’s amended complaint sought the entry of a preliminary and
permanent injunction prohibiting the Company from copying, distributing, using, or creating derivative works based on Oracle Software and Support Materials
except as allowed by express license from Oracle; from using any software tool to access Oracle Software and Support Materials; and from engaging in other
actions alleged to infringe Oracle’s copyrights or were related to its other causes of action. The parties conducted extensive fact and expert discovery from 2010
through mid-2012.
In March and September 2012, Oracle filed two motions seeking partial summary judgment as to, among other things, its claim of infringement of certain
copyrighted works owned by Oracle. In February 2014, the District Court issued a ruling on Oracle’s March 2012 motion for partial summary judgment (i)
granting summary judgment on Oracle’s claim of copyright infringement as it related to two of the Company’s PeopleSoft clients and (ii) denying summary
judgment on Oracle’s claim with respect to one of the Company’s J.D. Edwards clients and one of the Company’s Siebel clients. The parties stipulated that the
licenses among clients were substantially similar for purposes of the Rimini I action. In August 2014, the District Court issued a ruling on Oracle’s September 2012
motion for partial summary judgment (i) granting summary judgment on Oracle’s claim of copyright infringement as it relates to Oracle Database and (ii)
dismissing the Company’s first counterclaim for defamation, business disparagement and trade libel and the Company’s third counterclaim for unfair competition.
In response to the February 2014 ruling, the Company revised its business practices to eliminate the processes determined to be infringing. This process was
completed no later than July 2014.
A jury trial in Rimini I commenced in September 2015. On October 13, 2015, the jury returned a verdict against the Company finding that (i) the Company was
liable for innocent copyright infringement, (ii) the Company and Mr. Ravin were each liable for violating certain state computer access statutes, (iii) Mr. Ravin was
not liable for copyright infringement, and (iv) neither the Company nor Mr. Ravin were liable for inducing breach of contract or intentional interference with
prospective economic advantage. The jury determined that the copyright infringement did not cause Oracle to suffer lost profits, that the copyright infringement
was not willful, and did not award punitive damages. Following post-trial motions, Oracle was awarded a final judgment of $124.4 million in October 2016,
consisting of copyright infringement damages based on the fair market value license damages theory, damages for violation of certain state computer access
statutes, prejudgment interest, and attorneys’ fees and costs. In addition, the District Court entered a permanent injunction prohibiting the Company from using
certain processes.
The Company accounted for the $124.4 million judgment to Oracle by recording accrued legal settlement expense of (i)$100.0 million for the year ended
December 31, 2014, (ii) $21.4 million for the year ended December 31, 2015, and (iii) pre-judgment interest of$3.0 million for the period from January l, 2016
through October 31, 2016.
Appeal of Rimini I Litigation
On October 31, 2016, the Company paid the full judgment amount of approximately$124.4 million to Oracle, and appealed the case to the United States Court of
Appeals for the Ninth Circuit (the “Court of Appeals”) to appeal findings (i) and (ii) above as well as the injunction and attorneys’ fee award, non-taxable
expenses, and interest. With respect to the injunction entered by the District Court, the Company argued on appeal that the injunction was vague and contains
overly broad language that could be read to cover some of the Company’s current business practices that were not adjudicated to be infringing at trial and the
injunction should not have been issued under applicable law. On December 6, 2016, the Court of Appeals granted the Company’s emergency motion for a stay of
the permanent injunction pending resolution of the underlying appeal and agreed to consider the appeal on an expedited basis. The Court of Appeals heard
argument on July 13, 2017.
On January 8, 2018, the Court of Appeals reversed certain awards totaling $50.3 million made in Oracle’s favor during and after the Company’s 2015 jury trial in
Rimini I and vacated and remanded others, including the injunction that had previously been stayed by the Court of Appeals on December 6, 2016, and all awards
and judgments against Mr. Ravin. The Court of Appeals reversed awards previously paid by the Company as part of the $124.4 million judgment, consisting of an
award under state computer access statutes and taxable expenses and interest totaling $21.3 million, Oracle’s attorneys’ fees of $28.5 million (that was
subsequently remanded to the District Court), and post-judgment interest of $0.5 million. The Court of Appeals also vacated and remanded the injunction originally
ordered by the District Court. Although the Court of Appeals affirmed the findings of infringement against Rimini (which the jury had found to be “innocent”
infringement) for the processes that the Company ceased using no later than July 2014, it stated in the opinion that the Company “provided third-party support for
Oracle's enterprise software, in lawful competition with Oracle's direct maintenance services.”
As mandated by the Court of Appeals, on March 30, 2018, Oracle paid the Company $21.5 million for the reversal of the award under state computer access
statutes and taxable expenses and interest totaling $21.3 million, and post-judgment interest of
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$0.2 million. Due to collection of this award in cash, the Company recognized a recovery of the 2016 judgment for$21.3 million and interest income of $0.2
million for the year ended December 31, 2018. Additionally, in May 2018, by stipulation of the parties, Oracle deposited $28.5 million into an escrow account
with the District Court pending a decision by the District Court on the remanded attorneys’ fees award. On August 14, 2018, the District Court (i) imposed an
injunction that was substantially identical to the injunction that the Court of Appeals had vacated in January 2018, and (ii) again awarded Oracle $28.5 million in
attorneys’ fees, which were paid by funds deposited by Oracle with the District Court in May 2018.
On August 16, 2018, the Company filed a notice of appeal of the District Court’s renewed injunction and its decision to return the$28.5 million attorneys’ fee
award to Oracle. The Company also filed in the District Court a motion to stay the injunction pending appeal. On September 11, 2018, the District Court denied the
motion, but granted a temporary 60-day stay for the Company to seek a stay with the Court of Appeals. On September 14, 2018, the Company filed a motion with
the Court of Appeals, seeking a stay of the permanent injunction pending appeal and requesting a decision before the expiration of the temporary stay entered by
the District Court. On November 5, 2018, the Court of Appeals denied the Company’s motion for a stay pending appeal of the injunction issued by the District
Court without addressing the merits of the Company’s appeal, and it confirmed the briefing schedule for the appeal. The briefing on our appeal to the Court of
Appeals was completed on March 14, 2019, and a hearing on our appeal occurred on July 12, 2019. On August 16, 2019, the Court of Appeals entered an order
affirming the permanent injunction and the award of attorneys’ fees that were previously paid to Oracle. However, the Court of Appeals agreed that the injunction
was overbroad in two respects and instructed the District Court to remove the restriction on “local hosting” of J.D. Edwards and Siebel software and the prohibition
against “accessing” J.D. Edwards and Siebel software source code.
On September 20, 2019 Oracle filed a motion for attorneys’ fees on appeal, in which it requested and estimated fees totaling approximately$0.5 million. On
October 9, 2019, the parties stipulated to a withdrawal of Oracle’s motion, with Rimini agreeing to pay Oracle $0.5 million without any admission of wrongdoing.
These fees were accrued by the Company as of September 30, 2019.
As long as the injunction is still in place, Oracle may file contempt proceedings against the Company at any time to attempt to enforce its interpretation of the
injunction or if it has reason to believe the Company is not in compliance with express terms of the injunction. The Company believes that it is in compliance with
the terms of the injunction insofar as they are comprehensible and within the scope of the judgment in Rimini I. On February 27, 2019, Oracle filed in the District
Court a motion to reopen discovery in Rimini I and a motion to modify the protective order in Rimini II to permit Oracle to use discovery from Rimini II in Rimini
I, in a purported effort to investigate whether the Company is complying with the injunction. On April 4, 2019, the District Court granted Oracle’s motion to
reopen discovery in Rimini I, and on May 14, 2019, the District Court granted Oracle’s motion to modify the protective order in Rimini II to permit Oracle to use
discovery from that case in Rimini I. Pursuant to the discovery scheduling order issued in Rimini I, Oracle is permitted to conduct limited discovery regarding
Rimini’s compliance with the injunction. On September 3, 2019, the Court vacated all prior deadlines for discovery, initial expert disclosure, rebuttal expert
disclosure, and for Oracle to file a motion for an order to show cause related to alleged contempt. It is anticipated that discovery will close sometime in the first
quarter of 2020, and there is currently no deadline for Oracle to file a motion for an order to show cause.
On November 5, 2019, the Company filed a petition for writ of certiorari in the Supreme Court of the United States (the “U.S. Supreme Court”) appealing the
August 19, 2019 judgment of the Court of Appeals. The Company has asked the U.S. Supreme Court to determine whether a district court must take into account a
jury’s finding of an infringer’s mental state in considering injunctive relief under the Copyright Act. As of the date of this filing, the U.S. Supreme Court has not
made a decision on whether to grant certiorari and certiorari may or may not be granted.
Petition for Rehearing En Banc and Appeal to the U.S. Supreme Court
In January 2018, the Company filed a petition for rehearing en banc with the Court of Appeals regarding two other components of the final judgment awarded to
Oracle. First, the Company asked the Court of Appeals to rehear the calculation of prejudgment interest, arguing that the District Court set the interest rate using a
date that precedes the filing of Oracle's complaint, which resulted in an additional judgment amount of approximately $20.2 million that was paid by the Company
to Oracle in October 2016. Second, the Company asked the Court of Appeals to rehear the award of non-taxable expenses, arguing that this decision is in direct
conflict with decisions in other federal circuit courts and decisions of the U.S. Supreme Court and resulted in the Company paying approximately $12.8 million
that it would not have had to pay in other court jurisdictions. The Court of Appeals denied the petition for rehearing en banc on March 2, 2018, and the mandate
was issued on March 13, 2018. On May 31, 2018, the Company filed a petition for writ of certiorari in the U.S. Supreme Court appealing the decision of the Court
of Appeals on the non-taxable expenses issue. On September 27, 2018, the U.S. Supreme Court granted the Company’s
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petition for a writ of certiorari. Briefing on the Company’s appeal was completed in early 2019, and a hearing on the appeal was held on January 14, 2019. On
March 4, 2019, the U.S. Supreme Court issued a unanimous decision reversing earlier decisions by the lower courts and ruling that Oracle must return
approximately $12.8 million in non-taxable expenses that the Company had previously paid to Oracle (plus interest of $0.2 million). As mandated by the U.S.
Supreme Court, on April 5, 2019, Oracle paid the Company $13.0 million (the principal amount plus post-judgment interest). The award received by the Company
will be required to be shared on a pro rata basis with an insurance company that previously paid for part of the judgment and reimbursed a portion of defense costs
after deducting the costs of all of our past and pending appeal and remand proceedings in Rimini I. As a result of the U.S. Supreme Court decision, the Company
recognized a recovery of the non-taxable expenses for $12.8 million and interest income of $0.2 million for the nine months ended September 30, 2019, excluding
any contractual amounts due to the insurance company.
Rimini II Litigation
In October 2014, the Company filed a separate lawsuit, Rimini Street Inc. v. Oracle Int‘l Corp. (United States District Court for the District of Nevada) (“Rimini
II”), against Oracle seeking a declaratory judgment that the Company’s revised development processes, in use since at least July 2014, do not infringe certain
Oracle copyrights. In February 2015, Oracle filed a counterclaim alleging copyright infringement, which included (i) the same allegations asserted in Rimini I but
limited to clients not addressed in Rimini I, and (ii) new allegations that the Company’s revised support processes also infringe Oracle copyrights. Oracle’s
counterclaim also included allegations of violation of the Lanham Act, intentional interference with prospective economic advantage, breach of contract and
inducing breach of contract, unfair competition, and unjust enrichment/restitution. It also sought an accounting. On February 28, 2016, Oracle filed amended
counterclaims adding allegations of violation of the Digital Millennium Copyright Act. On December 19, 2016, the Company filed an amended complaint against
Oracle asking for a declaratory judgment of non-infringement of copyright and alleging intentional interference with contract, intentional interference with
prospective economic advantage, violation of the Nevada Deceptive Trade Practices Act, violation of the Lanham Act, and violation of California Business &
Professions Code §17200 et seq. On January 17, 2017, Oracle filed a motion to dismiss the Company’s amended claims and filed its third amended counterclaims,
adding three new claims for a declaratory judgment of no intentional interference with contractual relations, no intentional interference with prospective economic
advantage, and no violation of California Business & Professions Code §17200 et seq. On February 14, 2017, the Company filed its answer and motion to dismiss
Oracle’s third amended counterclaim. On March 7, 2017, Oracle filed a motion to strike the Company’s copyright misuse affirmative defense. By stipulation of the
parties, the District Court granted the Company’s motion to file its third amended complaint to add claims arising from Oracle’s purported revocation of access by
the Company to its support websites on behalf of the Company’s clients, which was filed and served on May 2, 2017. By agreement of the parties, Oracle filed its
motion to dismiss the Company’s third amended complaint on May 30, 2017, and the Company’s opposition was filed on June 27, 2017, and Oracle’s reply was
filed on July 11, 2017. On September 22, 2017, the District Court issued an order granting in part and denying in part the Company’s motion to dismiss Oracle’s
third amended counterclaims. The District Court granted the Company’s motion to dismiss Oracle's intentional interference with prospective economic advantage
and unjust enrichment counterclaims. On October 5, 2017, Oracle filed a motion for reconsideration of the District Court’s September 22, 2017 order. The
Company filed its opposition to Oracle’s motion for reconsideration on October 19, 2017. Oracle filed its reply to its motion for reconsideration on October 26,
2017. On November 7, 2017, the District Court issued an order granting in part and denying in part Oracle’s motion to dismiss the Company’s third amended
complaint. The District Court granted Oracle’s motion to dismiss as to the Company’s third cause of action for a declaratory judgment that Oracle has engaged in
copyright misuse, fifth cause of action for intentional interference with prospective economic advantage; sixth cause of action for a violation of Nevada’s
Deceptive Trade Practices Act under the “bait and switch” provision of NRS § 598.0917; and seventh cause of action for violation of the Lanham Act. The District
Court denied Oracle’s motion as to the Company’s causes of action for intentional interference with contractual relations, violation of Nevada Deceptive Trade
Practices Act, under the “false and misleading” provision of NRS § 598.0915(8) and unfair competition. On November 17, 2017 the District Court denied Oracle’s
motion for reconsideration of the District Court’s September 22, 2017 order. On June 5, 2018, the District Court denied the Company’s motion for reconsideration
of the District Court’s November 7, 2017 order.
Fact discovery with respect to the above action substantially ended by March 2018, and expert discovery ended in September 2018. Briefing on the parties’
motions for summary judgment was completed December 14, 2018, and the parties await the District Court’s ruling on those motions. On February 27, 2019,
Oracle filed a motion to modify the protective order to permit Oracle to use discovery from Rimini II in Rimini I, in connection with injunction compliance issues.
On May 14, 2019, the District Court granted Oracle’s motion, permitting Oracle to use in Rimini I the discovery gathered in Rimini II.
There is currently no trial date scheduled, and the Company does not expect a trial to occur in this matter earlier than 2021, but the trial could occur earlier or later
than that. At this time, the Company does not have sufficient information regarding possible
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damages exposure for the counterclaims asserted by Oracle or possible recovery by the Company in connection with its claims against Oracle. Both parties are
seeking injunctive relief in addition to monetary damages in this matter. As a result, an estimate of the range of loss cannot be reasonably determined. The
Company also believes that an award for damages is not probable, so no accrual has been made as of September 30, 2019.
Other Litigation
From time to time, the Company may be a party to litigation and subject to claims incident to the ordinary course of business. Although the results of litigation and
claims cannot be predicted with certainty, the Company currently believes that the final outcome of these ordinary course matters will not have a material adverse
effect on its business. Regardless of the outcome, litigation can have an adverse impact on the Company because of judgment, defense and settlement costs,
diversion of management resources and other factors. At each reporting period, the Company evaluates whether or not a potential loss amount or a potential range
of loss is probable and reasonably estimable under ASC 450, Contingencies. Legal fees are expensed as incurred.
Insurance Settlement Agreement
On March 31, 2017, the Company entered into a Settlement Agreement, Release and Policy Buyback Agreement (the “Settlement Agreement”) with an insurance
company that previously provided coverage for the defense costs related to the Oracle litigation referred to as Rimini II. The Settlement Agreement provided for
aggregate payments to the Company of $24.0 million and resulted in the termination of coverage under the insurance policies. Prior to execution of the Settlement
Agreement, the insurance company reimbursed the Company an aggregate of $4.7 million of defense costs, and pursuant to the settlement agreed to make an
additional payment to the Company of $19.3 million that was received in April 2017. In April 2017, the Company paid$0.6 million of settlement expenses, and
the remaining $18.7 million of settlement proceeds was used to make a mandatory $14.1 million principal payment, and a $4.6 million make-whole applicable
premium payment due to the Lenders pursuant to the terms of the Credit Facility discussed in Note 4.
The Settlement Agreement was initially accounted for by recognizing a deferred insurance settlement liability for$19.3 million. This deferred insurance settlement
liability was reduced as legal defense costs related to Rimini II were incurred subsequent to March 31, 2017. Accordingly, the deferred insurance settlement
liability was eliminated as of March 31, 2018 due to legal defense costs of $11.3 million incurred for the year ended December 31, 2017, resulted in a reduction of
the deferred insurance settlement liability to $8.0 million as of December 31, 2017. There wasno remaining liability as of December 31, 2018.
Governmental Inquiry
On March 2, 2018, the Company received a federal grand jury subpoena, issued from the United States District Court for the Northern District of California,
requesting the Company produce certain documents relating to specified support and related operational practices. The Company is cooperating with this inquiry
and has complied with the related document request.
Proceeds from the U.S. Supreme Court Decision
On April 5, 2019, the Company received payment from Oracle of $13.0 million related to the U.S. Supreme Court ruling on March 4, 2019, which reversed earlier
decisions by the lower courts that Oracle must return approximately $12.8 million in non-taxable expenses previously paid by the Company plus post-judgment
interest. The award is required to be shared with an insurance company on a pro rata basis, whereby the insurance company may be entitled to 60% of the award
after deducting the Company's costs for all appeal and remand proceedings. As a result, the Company has recognized a recovery of non-taxable expenses of $12.8
million and recorded interest income of $0.2 million for the nine months ended September 30, 2019. The Company also recognized costs of $4.0 million, during
the nine months ended September 30, 2019, reflecting the current estimate of the amounts owed to the insurance company to date pursuant to the Settlement
Agreement described above. This liability is subject to decrease as additional costs related to any future Rimini I appeal and remand proceedings are incurred.
Liquidated Damages
The Company enters into agreements with clients that contain provisions related to liquidated damages that would be triggered in the event that the Company is no
longer able to provide services to these clients. The maximum cash payments related to these liquidated damages is approximately $25.0 million and $30.4 million
as of September 30, 2019 and December 31, 2018, respectively. To date, the Company has not incurred any costs as a result of such provisions and has not accrued
any liabilities related to such provisions in these unaudited condensed consolidated financial statements.
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NOTE 9 — RELATED PARTY TRANSACTIONS
Upon consummation of the Merger Agreement, an outstanding note payable to GP Sponsor with a face amount of approximately$3.0 million was assumed by the
Company. As discussed more thoroughly in Note 4, the note was amended twice in 2018 whereby the maturity date changed to June 28, 2019 and was repaid in
full as of June 28, 2019.
Prior to repayment, the parties agreed that the note would retroactively bear interest at13.0% per annum from July 19, 2018 through the maturity date. The second
amendment also provided for monthly principal payments of approximately $0.4 million plus accrued interest. An affiliate of GP Sponsor is member of the
Company’s Board of Directors.
An affiliate of Adams Street Partners ("ASP") is a member of the Company’s Board of Directors. As of September 30, 2019, ASP owned approximately35.3% of
the Company’s issued and outstanding shares of Common Stock. In July 2018, ASP acquired 19,209 shares of Series A Preferred Stock and approximately 0.4
million shares of Common Stock issued in the Initial Private Placement discussed in Note 5 for total consideration of approximately$19.2 million. As of
September 30, 2019, ASP had voting control of approximately 31.1% of the Company’s issued and outstanding shares of Common Stock, including voting rights
associated with the 19,754 shares of Series A Preferred Stock. Prior to termination on July 19, 2018 of the amended Credit Facility discussed in Note 4, ASP
owned a $10.0 million indirect interest in the amended Credit Facility. For the three months ended September 30, 2019 and 2018, the Company recognized revenue
for software support services provided to certain ASP investees for an aggregate of $0.3 million and $0.2 million, respectively. For the nine months ended
September 30, 2019 and 2018, the Company recognized revenue for software support services provided to certain ASP investees for approximately $1.0 million
and $1.2 million, respectively. Accounts receivable includes $0.9 million and $1.2 million due from ASP investees for software support services as of September
30, 2019 and December 31, 2018, respectively.
NOTE 10 —EARNINGS (LOSS) PER SHARE
We compute earnings per share in accordance with ASC Topic 260,Earnings per Share (“ASC 260”), which requires earnings per share for each class of stock to
be calculated using the two-class method. The holders of Series A Preferred Stock are entitled to participate in Common Stock dividends, if and when declared, on
a one-to-one per-share basis. Accordingly, in periods in which the Company has net income, earnings per share will be computed using the two-class method
whereby the pro rata dividends on Common Stock that are also distributable to the holders of Series A Preferred Stock will be deducted from earnings applicable
to common stockholders, regardless of whether a dividend is declared for such undistributed earnings. Under the two-class method, earnings for the reporting
period are allocated between the holders of our Common Stock and the Series A Preferred Stock based on their respective participation rights in undistributed
earnings.
Basic earnings per Common Stock share is computed by dividing net income attributable to common stockholders by the weighted average number of shares of
basic Common Stock outstanding. Net income allocated to the holders of our Series A Preferred Stock is calculated based on the shareholders’ proportionate share
of the weighted average shares of Common Stock outstanding on an if-converted basis. Diluted earnings per Common Stock share is calculated by adjusting the
basic earnings per Common Stock share for the effects of potential dilutive Common Stock shares outstanding such as stock options, restricted stock units and
warrants.
For both the three months and nine months endedSeptember 30, 2019 and 2018, basic and diluted net earnings per share of Common Stock were computed by
dividing the net income attributable to common stockholders by the weighted average number of common shares outstanding during the respective periods. The
following table sets forth the computation of basic and diluted net income attributable to common stockholders for both the three and nine months ended
September 30, 2019 and 2018 (in thousands, except per share amounts):
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Three Months Ended September
30,
2019
Income attributable to common stockholders:
Net income (loss)
Dividends and accretion related to Series A Preferred Stock:
Cash dividends declared
PIK dividends declared
Accretion of discount

$

1,739

Undistributed earnings allocated using the two-class method
$

Net loss attributable to common stockholders

2018
$

(48,368)

$

17,650

2018
$

(70,307)

(2,845)
(846)
(1,011)

(11,192)
(3,358)
(4,319)

(2,845)
(846)
(1,011)

(4,780)
—

(53,070)
—

(1,219)
—

(75,009)
—

(4,780)

$

(53,070)

$

2018

(1,219)

$

2019

(75,009)
2018

66,696

62,590

65,625

60,565

15,408

11,261

14,926

3,795

82,104

73,851

80,551

64,360

18.8%

15.2%

66,696

Basic and diluted

2019

(3,852)
(1,156)
(1,511)

2019
Weighted average number of shares of Common Stock outstanding
Additional shares outstanding if Series A Preferred Stock is converted to
Common Stock
Total shares outstanding if Series A Preferred Stock is converted to Common
Stock
Percentage of shares allocable to Series A Preferred Stock
Weighted average number of shares of Common Stock outstanding:

Nine Months Ended
September 30,

18.5%

62,590

5.9%

65,625

60,565

Net loss per share attributable to common stockholders:
$

Basic and diluted

(0.07)

$

(0.85)

$

(0.02)

$

(1.24)

For the three and nine months ended September 30, 2019 and 2018, basic and diluted loss per share attributable to common stockholders were the same because all
Common Stock equivalents were anti-dilutive.
As of September 30, 2019 and 2018, the following potential Common Stock equivalents were excluded from the computation of diluted net loss per share for the
respective periods ending on these dates since the impact of inclusion was anti-dilutive (in thousands):
2019
Series A Preferred Stock
Restricted stock units
Stock options
Warrants
Total

2018

15,408
2,887
9,312
18,128

14,000
184
12,289
18,128

45,735

44,601

NOTE 11 — FINANCIAL INSTRUMENTS AND SIGNIFICANT CONCENTRATIONS
Fair Value Measurements
Fair value is defined as the price that would be received upon sale of an asset or paid to transfer a liability in an orderly transaction between market participants on
the measurement date. When determining fair value, the Company considers the principal or most advantageous market in which it transacts, and considers
assumptions that market participants would use when pricing the asset or liability. Additional information on fair value measurements is included in Note 13 to the
Company’s consolidated financial statements for the year ended December 31, 2018, included in the 2018 Form 10-K.
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As discussed in Note 5, the fair value for our Series A Preferred Stock issuances on June 20, 2019 and March 7, 2019 were determined to be$3.0 million and $5.3
million, respectively, which were utilized to determine the basis for allocating the net proceeds. The fair value was determined by utilizing a combination of a
discounted cash flow methodology related to funds generated by the Series A Preferred Stock, along with the BSM option-pricing model in relation to the
conversion feature. Key assumptions applied for the discounted cash flow and BSM analysis included (i) three different scenarios whereby the Series A Preferred
Stock would remain outstanding between 4 and 5 years along with a probability weighting assigned to each scenario, (ii) an implied yield of the Series A Preferred
Stock ranging from 20.9% to 22.9% calibrated to the transaction values as of June 20, 2019 and March 7, 2019, respectively, (iii) risk-free interest rates of1.72%
and 2.44%, and (iv) historical volatility of 30.0%.
For the three and nine months ended September 30, 2018, the Company’s embedded derivative liability was the only liability that was carried at fair value on a
recurring basis and was classified within Level 3 of the fair value hierarchy. Details of the embedded derivative, including valuation methodology and key
assumptions and estimates used, were disclosed in Part II, Item 8 of our 2018 Form 10-K, in the Company's audited consolidated financial statements for the year
ended December 31, 2018, within Note 5. All embedded derivative liabilities were eliminated on July 19, 2018 upon termination of the Credit Facility. As a result,
these embedded derivatives did not exist as of September 30, 2018 and had an aggregate fair value of $1.6 million as of December 31, 2017, respectively. The
change in fair value of embedded derivatives resulted in the Company recognizing a gain of $7.8 million and $1.6 million for the three and nine months ended
September 30, 2018, respectively. The Company’s policy is to recognize asset or liability transfers among Level 1, Level 2 and Level 3 as of the actual date of the
events or change in circumstances that caused the transfer. As of September 30, 2019, the Company does not have any assets or liabilities that are carried at fair
value on a recurring basis.
The carrying amounts of the Company’s financial instruments including cash and cash equivalents, restricted cash, accounts receivable, accounts payable, and
accrued liabilities approximate fair values due to their short-term maturities. Based on borrowing rates currently available to the Company for debt with similar
terms, the carrying value of capital lease obligations approximate fair value as of the respective balance sheet dates.
Significant Concentrations
The Company attributes revenues to geographic regions based on the location of its customers’ contracting entity. The following table shows revenues by
geographic region (in thousands):
Three Months Ended
September 30,
2019
United States of America
International
Total

Nine Months Ended
September 30,

2018

2019

2018

$

44,555
24,397

$

40,363
22,266

$

131,445
71,723

$

119,405
65,678

$

68,952

$

62,629

$

203,168

$

185,083

No customers represented more than 10% of revenue for the three months or nine months endedSeptember 30, 2019 or 2018. As of September 30, 2019 and
December 31, 2018, no customers accounted for more than 10% of total net accounts receivable.
Financial instruments that subject the Company to concentrations of credit risk consist primarily of cash, cash equivalents, restricted cash, and accounts receivable.
The Company maintains its cash, cash equivalents and restricted cash at high-quality financial institutions, primarily in the United States of America. Deposits,
including those held in foreign branches of global banks, may exceed the amount of insurance provided on such deposits. As of September 30, 2019 and
December 31, 2018, the Company had cash, cash equivalents and restricted cash with a single financial institution for an aggregate of$34.3 million and $19.9
million, respectively. As of September 30, 2019 and December 31, 2018, the Company had restricted cash of $0.4 million and $0.4 million, respectively. The
Company has never experienced any losses related to these balances.
Generally, credit risk with respect to accounts receivable is diversified due to the number of entities comprising the Company’s customer base and their dispersion
across different geographies and industries. The Company performs ongoing credit evaluations on certain customers and generally does not require collateral on
accounts receivable. The Company maintains reserves for potential bad debts and historically such losses are generally not significant.
ITEM 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations.
26

CAUTIONARY NOTE ABOUT FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q (this “Report”) includes forward-looking statements. All statements other than statements of historical facts
contained in this Report, including statements regarding our future results of operations and financial position, business strategy and plans, and our objectives for
future operations, are forward-looking statements. The words “anticipate,” “believe,” “continue,” “could,” “estimate,” “expect,” “intend,” “may,” “might,” “plan,”
“possible,” “potential,” “predict,” “project,” “should,” “will,” “would” and similar expressions that convey uncertainty of future events or outcomes are intended to
identify forward-looking statements, but the absence of these words does not mean that a statement is not forward-looking. Forward-looking statements include,
but are not limited to, information concerning:
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•
•

the evolution of the enterprise software management and support landscape facing our customers and
prospects;
our ability to educate the market regarding the advantages of our enterprise software management and support services and
products;
estimates of our total addressable
market;
projections of customer savings;
our ability to maintain an adequate rate of revenue
growth;
our expectations about future financial, operating and cash flow results;
the sufficiency of future cash and cash equivalents to meet our liquidity
requirements;
our business plan and our ability to effectively manage our growth and associated
investments;
beliefs and objectives for future operations;
our ability to expand our leadership position in independent enterprise software support and sell our new application managed
services;
our ability to attract and retain
customers;
our ability to further penetrate our existing customer
base;
our ability to maintain our competitive technological advantages against new entrants in our
industry;
our ability to timely and effectively scale and adapt our existing
technology;
our ability to innovate new products and bring them to market in a timely manner, including our recently announced salesforce.com and application
management services offerings;
our ability to maintain, protect, and enhance our brand and intellectual
property;
our ability to capitalize on changing market conditions including a market shift to hybrid and cloud/SaaS offerings for information technology
environments and retirement of certain software releases by software vendors;
our ability to develop strategic partnerships;
benefits associated with the use of our
services;
our ability to expand
internationally;
our ability to raise equity or debt financing in the
future;
the effects of increased competition in our market and our ability to compete
effectively;
our intentions with respect to our pricing
model;
cost of revenues, including changes in costs associated with production, manufacturing, and customer
support;
operating expenses, including changes in sales and marketing, and general administrative
expenses;
anticipated income tax
rates;
our ability to maintain our good standing with the United States and international governments and capture new
contracts;
costs associated with defending intellectual property infringement and other claims, such as those claims discussed under the section titled “Business
—Legal Proceedings” in our 2018 Annual Report on Form 10-K, as filed with the SEC on March 14, 2019 (the “2018 Form 10-K”);
our expectations concerning relationships with third parties, including channel partners and logistics
providers;
economic and industry trends or trend
analysis;
the attraction and retention of qualified employees and key personnel;
future acquisitions of or investments in complementary companies, products, subscriptions or
technologies;
uncertainty from the expected discontinuance of LIBOR and transition to any other interest rate
benchmarks;
the effects of seasonal trends on our results of operations;
and

•

other risks and uncertainties, including those discussed under "Risk Factors" in Part II, Item 1A of this
Report.

We have based these forward-looking statements largely on our current expectations and projections about future events and financial trends that we
believe may affect our financial condition, results of operations, business strategy, short-term and long-term business operations and objectives, and financial
needs. These forward-looking statements are subject to a number of risks, uncertainties and assumptions, including those referred to Part II, Item 1A of this Report.
Moreover, we operate in very competitive and rapidly changing markets. New risks emerge from time to time. It is not possible for our
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management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or combination of factors, may cause
actual results to differ materially from those contained in any forward-looking statements we may make. In light of these risks, uncertainties and assumptions, the
forward-looking events and circumstances discussed in this Report may not occur and actual results could differ materially and adversely from those anticipated or
implied in the forward-looking statements.
You should not rely upon forward-looking statements as predictions of future events. Although we believe that the expectations reflected in the forwardlooking statements are reasonable, we cannot guarantee that the future results, levels of activity, performance or events and circumstances reflected in the forwardlooking statements will be achieved or occur. Moreover, neither we nor any other person assumes responsibility for the accuracy and completeness of the forwardlooking statements. The forward-looking statements in this Report are made as of the date of the filing, and except as required by law, we disclaim and do not
undertake any obligation to update or revise publicly any forward-looking statements in this Report. You should read this Report and the documents that we
reference in this Report and have filed with the SEC as exhibits with the understanding that our actual future results, levels of activity and performance, as well as
other events and circumstances, may be materially different from what we expect.
Overview
The following discussion and analysis of our financial condition and results of operations should be read in conjunction with the unaudited condensed
consolidated financial statements and the related notes to those statements included in Part I, Item 1 of this Report, and our audited consolidated financial
statements for the year ended December 31, 2018, included in our 2018 Form 10-K. In addition to historical financial information, the following discussion and
analysis contains forward-looking statements that involve risks, uncertainties and assumptions. Our actual results and timing of selected events may differ
materially from those anticipated in these forward-looking statements as a result of many factors, including those discussed under “Risk Factors” in Part II, Item
1A of this Report.
Certain figures, such as interest rates and other percentages included in this section have been rounded for ease of presentation. Percentage figures
included in this section have not in all cases been calculated based on such rounded figures but on the basis of such amounts prior to rounding. For this reason,
percentage amounts in this section may vary slightly from those obtained by performing the same calculations using the figures in our unaudited condensed
consolidated financial statements or in the associated text. Certain other amounts that appear in this section may similarly not sum due to rounding.
We were incorporated as Rimini Street, Inc. (“RSI”) in the state of Nevada in September 2005. In May 2017, RSI entered into an Agreement and Plan of
Merger (the “Merger Agreement”) with GP Investments Acquisition Corp. (“GPIA”), a publicly-held special purpose acquisition company incorporated in the
Cayman Islands and formed for the purpose of effecting a business combination with one or more businesses. Substantially all of GPIA’s assets consisted of cash
and cash equivalents. The Merger Agreement was approved by the respective shareholders of RSI and GPIA in October 2017, and closing occurred on October 10,
2017, resulting in (i) the merger of a wholly-owned subsidiary of GPIA with and into RSI, with RSI as the surviving corporation, after which (ii) RSI merged with
and into GPIA, with GPIA as the surviving corporation. Prior to consummation of the mergers, GPIA domesticated as a Delaware corporation (the “Delaware
Domestication”). Immediately after the Delaware Domestication and the consummation of the second merger, GPIA was renamed “Rimini Street, Inc.” (referred to
herein as the Company, as distinguished from RSI with the same legal name).
We are a global provider of enterprise software management and support products and services, and the leading independent software support provider for
Oracle and SAP products, based on both the number of active clients supported and recognition by industry analyst firms.
In 2018, we announced plans to support Software as a Service ("SaaS") solutions beginning with Salesforce products. As a partner of Salesforce, we
provide our award-winning service and support for custom code, release updates and application integrations in addition to ongoing administrative, configuration
and enhancement of Salesforce’s industry leading cloud solutions.
In August 2019, we announced plans to globally offer our Application Management Services (“AMS”) for SAP, expanding the scope of support we will
offer clients globally. We are already providing the service to clients in North and South America. The service includes system administration, monitoring, and
tasks that would be considered standard for operating the SAP system day-to-day.
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We founded our company to disrupt and redefine the enterprise software support market by developing and delivering innovative new products and
services that fill a then unmet need in the market. We believe we have achieved our leadership position in independent enterprise software support by recruiting
and hiring experienced, skilled and proven staff; delivering outcomes-based, value-driven and award-winning enterprise software support products and services;
seeking to provide an exceptional client-service, satisfaction and success experience; and continuously innovating our unique products and services by leveraging
our proprietary knowledge, tools, technology and processes.
Enterprise software support products and services is one of the largest categories of overall global information technology (“IT”) spending. We believe
core enterprise resource planning (“ERP”), customer relationship management (“CRM”), product lifecycle management (“PLM”) and technology software
platforms have become increasingly important in the operation of mission-critical business processes over the last 30 years, and also that the costs associated with
failure, downtime, security exposure and maintaining the tax, legal and regulatory compliance of these core software systems have also increased. As a result, we
believe that licensees often view software support as a mandatory cost of doing business, resulting in recurring and highly profitable revenue streams for enterprise
software vendors. For example, for fiscal year 2018, SAP reported that support revenue represented approximately 44% of its total revenue and, for fiscal year
2019, Oracle reported a margin of 86% for cloud services and license support.
We believe that software vendor support is an increasingly costly model that has not evolved to offer licensees the responsiveness, quality, breadth of
capabilities or value needed to meet the needs of licensees. Organizations are under increasing pressure to reduce their IT costs while also delivering improved
business performance through the adoption and integration of emerging technologies, such as mobile, virtualization, internet of things (“IoT”) and cloud
computing. Today, however, the majority of IT budget is spent operating, maintaining and supporting existing infrastructure and systems. As a result, we believe
organizations are increasingly seeking ways to redirect budgets from maintenance to new technology investments that provide greater strategic value, and our
software management and support products and services help clients achieve these objectives by reducing the total cost of support.
As of September 30, 2019, we employed over 1,210 professionals and supported over 2,030 active clients globally, including 76 Fortune 500 companies
and 20 Fortune Global 100 companies across a broad range of industries. We define an active client as a distinct entity, such as a company, an educational or
government institution, or a business unit of a company that purchases our services to support a specific product. For example, we count as two separate active
client instances in circumstances where we provide support for two different products to the same entity.
Our subscription-based revenue provides a strong foundation for, and visibility into, future period results. For the three months ended September 30, 2019
and 2018, we generated revenue of $69.0 million and $62.6 million, respectively, representing an increase of 10%. We have a history of losses, and as of
September 30, 2019, we had an accumulated deficit of $354.7 million. Approximately 65% and 64% of our revenue was generated in the United States for the
three months ended September 30, 2019 and 2018, respectively. Approximately 35% and 36% of our revenue was generated in foreign jurisdictions for the three
months ended September 30, 2019 and 2018, respectively.
Since our inception, we have financed our operations through cash collected from clients and net proceeds from equity financings and borrowings. As of
September 30, 2019, we no longer have any outstanding contractual debt obligations under a former note payable to a related party. In addition as discussed in
Notes 4 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report, we terminated our former Credit Facility on July
19, 2018.
We intend to continue investing for long-term growth. We have invested and expect to continue investing in expanding our ability to market, sell and
provide our current and future products and services to clients globally. We also expect to continue investing in the development and improvement of new and
existing products and services to address client needs. We currently expect to be profitable for the year ending December 31, 2019. However, we expect that cash
dividends, PIK dividends and the related accretion for our Series A Preferred Stock for the year ended December 31, 2019 will leave us with a net loss attributable
to common stockholders.

Recent Developments
Reference is made to Note 5 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for a discussion of
recent developments related to the securities purchase agreements entered into on June 20, 2019 and March 7, 2019, and the related private placements of Series A
Preferred Stock, Common Stock and Convertible Notes.
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Additionally, reference is made to Note 8 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for a
discussion of developments in our litigation with Oracle. On March 4, 2019, the U.S. Supreme Court issued a unanimous decision reversing earlier decisions by the
lower courts and ruling that Oracle must return approximately $12.8 million in non-taxable expenses that we had previously paid to Oracle (plus interest). Oracle
paid us approximately $13.0 million (the principal amount plus post-judgment interest) on April 5, 2019. As a result, we recognized a recovery of non-taxable
expenses for $12.8 million and recorded interest income of $0.2 million for the nine months ended September 30, 2019. The award that we received is required to
be shared on a pro rata basis with an insurance company, which had previously paid for part of the judgment and reimbursed a portion of defense costs, after
deducting the costs of all of our past and pending appeal and remand proceedings in Rimini I. Therefore, we also incurred costs of $4.0 million for the nine months
ended September 30, 2019, reflecting the current estimated contractual amounts due to the insurance company to date. We recorded a benefit of $0.3 million
during the three months ended September 30, 2019 as we incurred additional appeal and remand proceeding costs during the period. The liability is subject to
decrease as additional costs related to any future Rimini I appeal and remand proceedings are incurred. Further, on August 16, 2019, U.S. Court of Appeals for the
Ninth Circuit (the "Court of Appeals") entered an order affirming the permanent injunction in Rimini I and the award of attorneys’ fees that were previously paid to
Oracle. However, the Court of Appeals agreed that the injunction was overbroad in two respects and instructed the district court to remove the restriction on “local
hosting” of J.D. Edwards and Siebel software and the prohibition against “accessing” J.D. Edwards and Siebel software source code.

Key Business Metrics
Number of clients
Since we founded our company, we have made the expansion of our client base a priority. We believe that our ability to expand our client base is an
indicator of the growth of our business, the success of our sales and marketing activities, and the value that our services bring to our clients. We define an active
client as a distinct entity, such as a company, an educational or government institution, or a business unit of a company that purchases our services to support a
specific product. For example, we count as two separate active clients when support for two different products is being provided to the same entity. As of
September 30, 2019 and 2018, we had over 2,030 and 1,730 active clients, respectively.
We define a unique client as a distinct entity, such as a company, an educational or government institution or a subsidiary, division or business unit of a
company that purchases one or more of our products or services. We count as two separate unique clients when two separate subsidiaries, divisions or business
units of an entity purchase our products or services. As of September 30, 2019 and 2018, we had over 1,150 and 1,010 unique clients, respectively.
The increase in both our active and unique client counts have been almost exclusively from new unique clients and not from sales of new products and
services to existing unique clients. However, as noted previously, we intend to focus future growth on both new and existing clients. We believe that the growth in
our number of clients is an indication of the increased adoption of our enterprise software products and services.
Annualized subscription revenue
We recognize subscription revenue on a daily basis. We define annualized subscription revenue as the amount of subscription revenue recognized during
a quarter and multiplied by four. This gives us an indication of the revenue that can be earned in the following 12-month period from our existing client base
assuming no cancellations or price changes occur during that period. Subscription revenue excludes any non-recurring revenue, which has been insignificant to
date.
Our annualized subscription revenue was approximately $274 million and $250 million as of September 30, 2019 and 2018, respectively. We believe the
sequential increase in annualized subscription revenue demonstrates a growing client base, which is an indicator of stability in future subscription revenue.
Revenue retention rate
A key part of our business model is the recurring nature of our revenue. As a result, it is important that we retain clients after the completion of the noncancellable portion of the support period. We believe that our revenue retention rate provides insight into the quality of our products and services and the value that
our products and services provide our clients.
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We define revenue retention rate as the actual subscription revenue (dollar-based) recognized in a 12-month period from clients that existed on the day
prior to the start of the 12-month period divided by our annualized subscription revenue as of the day prior to the start of the 12-month period. Our revenue
retention rate was 92% for both the 12 months ended September 30, 2019 and 2018, respectively.
Gross profit percentage
We derive revenue through the provision of our enterprise software products and services. All the costs incurred in providing these products and services
are recognized as part of the cost of revenue. The cost of revenue includes all direct product line expenses, as well as the expenses incurred by our shared services
organization which supports all product lines.
We define gross profit as the difference between revenue and the costs incurred in providing the software products and services. Gross profit percentage
is the ratio of gross profit divided by revenue. Our gross profit percentage was approximately 62.4% and 64.5% for the three months ended September 30, 2019
and 2018, respectively. We believe the gross profit percentage provides an indication of how efficiently and effectively we are operating our business and serving
our clients.
Results of Operations
Comparison of Three Months Ended September 30, 2019 and 2018
Our consolidated statements of operations for the three months ended September 30, 2019 and 2018, are presented below (in thousands):
Three Months Ended
September 30,
2019
Revenue
Cost of revenue:
Employee compensation and benefits
Engineering consulting costs
Administrative allocations (1)
All other costs

$

68,952

Total cost of revenue
Gross profit
Gross margin
Operating expenses:
Sales and marketing
General and administrative
Litigation costs and related recoveries, net

Variance

2018
$

Amount

62,629

$

Percent

6,323

10.1%

17,518
3,698
3,035
1,664

15,891
2,635
2,537
1,157

1,627
1,063
498
507

10.2%

25,915

22,220

3,695

16.6%

43,037

40,409

2,628

6.5%

19.7%

62.4%

40.3%
19.6%
43.8%

64.5%

26,716
10,472
3,303

22,312
8,585
6,990

4,404
1,887
(3,687)

(52.7)%

40,491

37,887

2,604

6.9%

Operating income
Non-operating income and (expenses):
Interest expense
Other debt financing expenses
Gain from change in fair value of embedded derivatives
Other expense, net

2,546

2,522

24

1.0%

(27)
—
—
(329)

(9,499)
(48,375)
7,800
(306)

9,472
48,375
(7,800)
(23)

Income (loss) before income taxes
Income tax expense

2,190
(451)

(47,858)
(510)

50,048
59

(104.6)%

50,107

(103.6)%

Total operating expenses

Net income (loss)

$

1,739
31

$

(48,368)

$

22.0%

(99.7)%
(100.0)%
(100.0)%
7.5%
(11.6)%

(1) Includes the portion of costs for information technology, security services and facilities costs that are allocated to cost of revenue. In our unaudited condensed
consolidated financial statements, the total of such costs is allocated between cost of revenue, sales and marketing, and general and administrative expenses, based
primarily on relative headcount, except for facilities which is based on occupancy.

Revenue. Revenue increased from $62.6 million for the three months ended September 30, 2018 to $69.0 million for the three months ended September
30, 2019, an increase of $6.3 million or 10%. The increase was driven by a 15% increase in the average number of unique clients from approximately 980 for the
three months ended September 30, 2018 to approximately 1,130 for the three months ended September 30, 2019. On a geographic basis, United States revenue
grew from $40.4 million for the three months ended September 30, 2018 to $44.6 million for the three months ended September 30, 2019, an increase of$4.2
million or 10%. Our International revenue grew from $22.3 million for the three months ended September 30, 2018 to $24.4 million for the three months ended
September 30, 2019, an increase of $2.1 million or 10%.
Our former multi-draw term loan financing agreement (the "Credit Facility") included covenants that restricted our spending on sales and marketing
activity that resulted in sequential reductions in new business activity during fiscal 2017. These covenants became less restrictive beginning in October 2017 when
the Credit Facility was amended and were eliminated in July 2018 as a result of the termination of the Credit Facility. The October 2017 amendment allowed us to
increase our sales and marketing spending in the fourth quarter of 2017. However, even though we are currently increasing our sales and marketing spending, it can
take several quarters before these efforts are expected to translate into revenue. In addition, beginning in the second quarter of 2017 some potential sales
transactions were adversely affected by certain competitive actions, and we are encountering increased competitive discounting by enterprise software vendors. As
a result, our 2019 versus 2018 quarter-over-quarter revenue growth decreased from approximately 17% for the third quarter of 2018 to 10% for the third quarter of
2019. Due to our subscription revenue model, the impact of these matters that resulted in revenue growth of 10% for the third quarter of 2019 versus the
comparable period in 2018 is expected to result in similar or potentially relative lower revenue growth rates at least through 2019, or longer if our investment in
sales and marketing does not result in increased sales activity.
Cost of revenue. Cost of revenue increased from $22.2 million for the three months ended September 30, 2018 to $25.9 million for the three months
ended September 30, 2019, an increase of $3.7 million or 17%. The key drivers related to the cost of revenue increase were a$1.6 million increase in
compensation costs and a $1.1 million increase in engineering consulting costs for the three months ended September 30, 2019 compared to 2018. The
compensation cost increase was attributable to an increase in the average number of employees of 60 required to support the revenue growth. In addition,
administrative allocations increased $0.5 million and all other costs increased $0.5 million for the three months ended September 30, 2019 compared to 2018 as
technology and security costs increased.
As discussed in Note 8 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report, in August 2018 Oracle
obtained a permanent injunction from the U. S. District Court for the District of Nevada (the "District Court"), which had been temporarily stayed pending appeal
that prohibits us from using certain processes that required us to incur additional labor costs to provide support for our clients as contracted. Since the permanent
injunction is currently in place, we have incurred and will continue to incur additional expenses in the range of 1% to 2% of revenue for additional labor costs
because, as drafted, the injunction contains language that could be read to cover some current support practices that are being litigated in the "Rimini II" lawsuit
and that have not been found to be infringing. The briefing on our appeal of the permanent injunction in the U.S. Court of Appeals for the Ninth Circuit (the "Court
of Appeals") was completed on March 14, 2019, and a hearing on our appeal was held on July 12, 2019. On August 16, 2019, the Court of Appeals entered an
order affirming the permanent injunction and the award of attorneys’ fees that were previously paid to Oracle. However, the Court of Appeals agreed that the
injunction was overbroad in two respects and instructed the District Court to remove the restriction on “local hosting” of J.D. Edwards and Siebel software and the
prohibition against “accessing” J.D. Edwards and Siebel software source code.
Gross profit. For the three months ended September 30, 2019, total cost of revenue increased by17%, compared to an increase in revenue of 10% for the
three months ended September 30, 2019. As a result, our gross profit margin decreased to 62% for the three months ended September 30, 2019 from 65% for the
three months ended September 30, 2018. This decrease in gross margin reflects, in part, our investment in the launch of new products and services, including our
new AMS product.
Sales and marketing expenses. As a percentage of our revenue, sales and marketing expenses have increased from36% for the three months ended
September 30, 2018 to 39% for the three months ended September 30, 2019. In dollar terms, sales and marketing expenses increased from$22.3 million for the
three months ended September 30, 2018 to $26.7 million for the three months ended September 30, 2019, an increase of$4.4 million or 20%. This increase was
primarily due to (i) an
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increase in employee compensation and benefits of $2.9 million, (ii) an increase in shared service allocations for facilities, security and technology of$0.6 million,
(iii) an increase in contract labor of $0.4 million and an increase in other costs of $0.5 million. Our overall spending increased as we attempt to accelerate our
future revenue growth by investing in more resources, which is now possible as we no longer have a sales and marketing spending ratio covenant in place due to
the termination of former Credit Facility in July 2018.
The $2.9 million increase in sales and marketing expense attributable to employee compensation and benefits for the three months ended September 30,
2019, was primarily due to an increase in salaries, wages and benefit costs of $2.5 million due to an 14% increase in the average number of employees devoted to
sales and marketing functions, pay increases, and higher bonus payouts and commissions of $0.4 million.
General and administrative expenses. General and administrative expenses increased from $8.6 million for the three months ended September 30, 2018
to $10.5 million for the three months ended September 30, 2019, an increase of$1.9 million or 22%. This increase was primarily due to higher costs in salaries,
wages and benefit costs of $1.1 million for the three months ended September 30, 2019 as the average number of employees increased by11 or 5% and higher
bonus costs of $0.2 million. In addition, our sales tax expense and other taxes increased $1.1 million during the three months ended September 30, 2019 due to a
larger sales tax benefit during the 2018 period. During the three months ended September 30, 2018, we began billing our clients for sales taxes and settled various
state sales tax positions. These increases were offset by a decrease in other costs of $0.5 million during the three months ended September 30, 2019.
Looking forward on a quarter-over-quarter basis, we expect to continue to incur higher expenses associated with supporting the growth of our business,
both in terms of size and geographical diversity, and to meet the increased compliance requirements associated with our transition to being a public company and
no longer being classified as an “emerging growth company.” Public company costs that are expected to increase in the future include additional information
systems costs, costs for additional personnel in our accounting, human resources, IT and legal functions, SEC and Nasdaq fees, and incremental professional,
legal, audit and insurance costs. As a result, we expect our general and administrative expenses will continue to increase in future periods.
Litigation costs, net of related insurance recoveries. Litigation costs, net of related insurance recoveries for the three months ended September 30, 2019
and 2018, consist of the following (in thousands):
2019
Professional fees and other costs of litigation
Litigation appeal refunds
Insurance costs and recoveries, net
Litigation costs and related recoveries, net

2018

Change

$

3,642
—
(339)

$

6,990
—
—

$

(3,348)
—
(339)

$

3,303

$

6,990

$

(3,687)

Professional fees and other costs associated with litigation decreased from $7.0 million for the three months ended September 30, 2018 to $3.6 million for
the three months ended September 30, 2019, a decrease of $3.3 million. This decrease was primarily due to lower costs associated with discovery work on the
Rimini II litigation, the Rimini I appeal, and the United States Attorney's Office (the "USAO") inquiry during the three months ended September 30, 2019
compared to the three months ended September 30, 2018.
In May 2018, we also appealed to the U.S. Supreme Court for approximately$12.8 million of the District Court's award of non-taxable expenses related to
the judgment. On March 4, 2019, the U.S. Supreme Court issued a unanimous decision reversing earlier decisions by the lower courts and ruling that Oracle must
return approximately $12.8 million in non-taxable expenses that we had previously paid to Oracle (plus interest). As further described in Note 8 to our unaudited
condensed consolidated financial statements included in Part I, Item 1 of this Report, as mandated by the U.S. Supreme Court, on April 5, 2019, Oracle paid us
approximately $13.0 million (the principal amount plus post-judgment interest). As a result, we recognized a recovery of non-taxable expenses for$12.8 million
and recorded interest income of $0.2 million during our first quarter of 2019. The award received is required to be shared on a pro rata basis with an insurance
company, which had previously paid for part of the judgment and reimbursed a portion of defense costs, after deducting the costs of all of our past and pending
appeal and remand proceedings in Rimini I. As a result, we had accrued a liability for the estimated amount due to the insurance company as of the end of the third
quarter of 2019.
Insurance costs and related recoveries, net increased from no amount for the three months ended September 30, 2018 to a net recovery of$0.3 million for
the three months ended September 30, 2019. This was due to us incurring costs associated
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with appeal and remand proceedings in Rimini I, thereby reducing the amount owed to the insurance company which had been recorded during the first quarter of
2019. The remaining liability is subject to decrease as additional costs related to any future Rimini I appeal and remand proceedings are incurred.
Interest expense. Interest expense decreased from $9.5 million for the three months ended September 30, 2018 to $27 thousand for the three months
ended September 30, 2019, a decrease of $9.5 million or approximately 100%. Reductions in interest expense were primarily due to the payoff of the former Credit
Facility on July 19, 2018, including reductions of (i) a make-whole applicable premium incurred upon payoff of the Credit Facility on July 19, 2018 of $7.3
million, (ii) interest payable at 12.0% of $0.6 million, (iii) PIK interest payable at 3.0% of$0.2 million, and (iv) accretion expense of $1.1 million, incurred during
the three months ended September 30, 2018. Interest expense also decreased due to a net reduction in accretion expense related to the GP Sponsor note payable of
$0.3 million. The note was paid off on June 28, 2019.
Other debt financing expenses. Other debt financing expenses decreased from $48.4 million for the three months ended September 30, 2018 to none for
the three months ended September 30, 2019 due to the payment and termination of the former Credit Facility on July 19, 2018. The elimination of other debt
financing expenses primarily resulted from the payoff of the Credit Facility on July 19, 2018, which resulted in charges for the write-off of DDIC for the funded
debt of $44.6 million, the unfunded debt of $2.8 million, and the write-off of agent fees and other charges of $0.8 million. Other decreases included lower collateral
monitoring of $0.1 million as well as amortization and unused line fees of $0.1 million due to the shorter period that the Credit Facility was outstanding.
Gain on change in fair value of embedded derivatives. Upon the termination of the former Credit Facility on July 19, 2018, we no longer recognized a
liability for embedded derivatives associated with this instrument and recognized a corresponding gain in the third quarter of 2018. For the three months ended
September 30, 2018, we recognized a gain on change in fair value of embedded derivatives of $7.8 million. For the three months ended September 30, 2019, there
was no corresponding activity due to the termination of the former Credit Facility, resulting in a change of $7.8 million.
Other expense, net. Other expense, net is primarily comprised of interest income, foreign exchange gains and losses, and other non-operating income and
expenses. For the three months ended September 30, 2019, net other expense of approximately $0.3 million was comprised primarily by foreign exchange losses of
approximately $0.3 million. For the three months ended September 30, 2018, net other expense of$0.3 million was also comprised primarily of foreign exchange
losses.
Income tax expense. We had an income tax expense of $0.5 million for both the three months ended September 30, 2018 and for the three months ended
September 30, 2019. All of our income tax expense is attributable to our foreign operations. For the three months ended September 30, 2019 and 2018, no income
tax expense was recognized in the United States due to utilization of net operating loss carryforwards.
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Comparison of Nine Months Ended September 30, 2019 and 2018
Our consolidated statements of operations for the nine months ended September 30, 2019 and 2018, are presented below (in thousands):
Nine Months Ended
September 30,
2019
Revenue
Cost of revenue:
Employee compensation and benefits
Engineering consulting costs
Administrative allocations (1)
All other costs

$

203,168

Total cost of revenue
Gross profit
Gross margin
Operating expenses:
Sales and marketing
General and administrative
Litigation costs and related recoveries, net

$

Amount

185,083

$

Percent

18,085

9.8%
7.4%

51,644
10,116
8,887
4,139

48,078
9,873
7,785
6,109

3,566
243
1,102
(1,970)

(32.2)%

74,786

71,845

2,941

4.1%

128,382

113,238

15,144

13.4%

65,616
29,714
(3,866)

10,821
4,448
1,218

16.5%

63.2%

2.5%
14.2%

61.2%

76,437
34,162
(2,648)

Total operating expenses

Variance

2018

15.0%
(31.5)%

107,951

91,464

16,487

18.0%

Operating income
Non-operating income and (expenses):
Interest expense
Other debt financing expenses
Gain from change in fair value of embedded derivatives
Other expense, net

20,431

21,774

(1,343)

(6.2)%

(375)
—
—
(629)

(32,231)
(58,331)
1,600
(1,546)

31,856
58,331
(1,600)
917

Income (loss) before income taxes
Income tax expense

19,427
(1,777)

(68,734)
(1,573)

88,161
(204)

(128.3)%

87,957

(125.1)%

Net income (loss)

$

17,650

$

(70,307)

$

(98.8)%
(100.0)%
(100.0)%
(59.3)%
13.0%

(1) Includes the portion of costs for information technology, security services and facilities costs that are allocated to cost of revenue. In our unaudited condensed
consolidated financial statements, the total of such costs is allocated between cost of revenue, sales and marketing, and general and administrative expenses, based
primarily on relative headcount, except for facilities which is based on occupancy.

Revenue. Revenue increased from $185.1 million for the nine months ended September 30, 2018 to$203.2 million for the nine months ended September
30, 2019, an increase of $18.1 million or 9.8%. The increase was driven by a 14% increase in the average number of unique clients from approximately 960 for the
nine months ended September 30, 2018 to approximately 1,100 for the nine months ended September 30, 2019. On a geographic basis, United States revenue grew
from $119.4 million for the nine months ended September 30, 2018 to$131.4 million for the nine months ended September 30, 2019, an increase of$12.0 million
or 10%. Our International revenue grew from $65.7 million for the nine months ended September 30, 2018 to $71.7 million for the nine months ended September
30, 2019, an increase of $6.0 million or 9%.
Our former multi-draw term loan financing agreement (the "Credit Facility") included covenants that restricted our spending on sales and marketing
activity that resulted in sequential reductions in new business activity during fiscal 2017. These covenants became less restrictive beginning in October 2017 when
the Credit Facility was amended and were eliminated in July 2018 as a result of the termination of the Credit Facility. The October 2017 amendment allowed us to
increase our sales and marketing spending in the fourth quarter of 2017. However, even though we are currently increasing our sales and marketing spending, it can
take several quarters before these efforts are expected to translate into revenue. In addition, beginning in the second quarter of 2017 some potential sales
transactions were adversely affected by certain competitive actions, and we are encountering increased competitive discounting by enterprise software vendors.
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Cost of revenue. Cost of revenue increased from $71.8 million for the nine months ended September 30, 2018 to$74.8 million for the nine months ended
September 30, 2019, an increase of $2.9 million or 4%. The key driver, resulting in an increase in cost of revenue, was a$3.6 million increase in employee
compensation and benefit costs as we experienced an increase in the average number of employees of 46 to support our revenue growth. In addition, the
administrative allocations increased by approximately $1.1 million and engineering consulting costs increased by $0.2 million during the nine months ended
September 30, 2019 compared to the same period in 2018. The administrative allocations resulted from an increase in technology and security costs. Offsetting
these increases was a $2.0 million decline in all other costs, which was due primarily to incurring costs associated with our Global Service Delivery conference
during the 2018 period, but not during the current period.
As discussed in Note 8 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report, in August 2018 Oracle
obtained a permanent injunction from the U. S. District Court for the District of Nevada (the "District Court"), which had been temporarily stayed pending appeal
that prohibits us from using certain processes that required us to incur additional labor costs to provide support for our clients as contracted. Since the permanent
injunction is currently in place, we have incurred and will continue to incur additional expenses in the range of 1% to 2% of revenue for additional labor costs
because, as drafted, the injunction contains language that could be read to cover some current support practices that are being litigated in the "Rimini II" lawsuit
and that have not been found to be infringing. The briefing on our appeal of the permanent injunction in the U.S. Court of Appeals for the Ninth Circuit (the "Court
of Appeals") was completed on March 14, 2019, and a hearing on our appeal was held on July 12, 2019. On August 16, 2019, the Court of Appeals entered an
order affirming the permanent injunction and the award of attorneys’ fees that were previously paid to Oracle. However, the Court of Appeals agreed that the
injunction was overbroad in two respects and instructed the District Court to remove the restriction on “local hosting” of J.D. Edwards and Siebel software and the
prohibition against “accessing” J.D. Edwards and Siebel software source code.
Gross profit. For the nine months ended September 30, 2019, total cost of revenue increased by4%, compared to an increase in revenue of 10% for the
nine months ended September 30, 2019. Since our costs grew at a slower rate than our revenue, gross profit in dollar terms increased by 13% for the nine months
ended September 30, 2019 compared to the nine months ended September 30, 2018. As a result, our gross profit margin increased to 63% for the nine months
ended September 30, 2019 from 61% for the nine months ended September 30, 2018.
Sales and marketing expenses. As a percentage of our revenue, sales and marketing expenses have increased from35% for the nine months ended
September 30, 2018 to 38% for the nine months ended September 30, 2019. In dollar terms, sales and marketing expenses increased from$65.6 million for the
nine months ended September 30, 2018 to $76.4 million for the nine months ended September 30, 2019, an increase of$10.8 million or 16%. This increase was
primarily due to (i) an increase in employee compensation and benefits of $9.2 million, (ii) an increase in shared service allocations for facilities, security and
technology of $2.2 million, and (iii) an increase in contract labor of $1.1 million. These increases were offset by a decrease in travel and business meeting costs of
$1.6 million because our sales and marketing staff did not hold our sales kick-off meeting during the nine months ended September 30, 2019, whereas we did hold
the event during the nine months ended September 30, 2018. In addition, our advertising and other marketing and promotion costs decreased $0.3 million for the
nine months ended September 30, 2019. Our overall spending increased as we attempt to accelerate our future revenue growth by investing in more resources,
which is now possible as we no longer have a sales and marketing spending ratio covenant in place due to the termination of our former Credit Facility in July
2018.
The $9.2 million increase in sales and marketing expense attributable to employee compensation and benefits for the nine months ended September 30,
2019, was primarily due to an increase in salaries, wages and benefit costs of $7.7 million due to a 21% increase in the average number of employees devoted to
sales and marketing functions, pay increases, and higher bonus payouts and commissions of $1.5 million.
General and administrative expenses. General and administrative expenses increased from $29.7 million for the nine months ended September 30, 2018
to $34.2 million for the nine months ended September 30, 2019, an increase of$4.4 million or 15%. This increase was primarily due to higher costs in salaries,
wages and benefit costs of $3.1 million for the nine months ended September 30, 2019 as the average number of employees increased by19 or 9% and higher
bonus payouts of $0.8 million. In addition, our sales tax expense and other taxes increased $0.9 million during the nine months ended September 30, 2019 due to a
larger sales tax benefit during the 2018 period. During the nine months ended September 30, 2018, we began billing our clients for sales taxes and settled various
state sales tax positions. These increases were offset by a decrease in other costs of $0.4 million during the nine months ended September 30, 2019.
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Litigation costs, net of related insurance recoveries. Litigation costs, net of related insurance recoveries for the nine months ended September 30, 2019
and 2018, consist of the following (in thousands):
2019
Professional fees and other costs of litigation
Litigation appeal refunds
Insurance costs and recoveries, net
Litigation costs and related recoveries, net

2018

Change

$

6,127
(12,775)
4,000

$

25,002
(21,285)
(7,583)

$

(18,875)
8,510
11,583

$

(2,648)

$

(3,866)

$

1,218

Professional fees and other costs associated with litigation decreased from $25.0 million for the nine months ended September 30, 2018 to$6.1 million
for the nine months ended September 30, 2019, a decrease of $18.9 million. This decrease was primarily due to lower costs associated with discovery work on the
Rimini II litigation, the Rimini I appeal, and the United States Attorney's Office (the "USAO") inquiry during the nine months ended September 30, 2019
compared to the nine months ended September 30, 2018. In addition, the Company resolved a dispute with a vendor, which resulted in a non-recurring benefit of
$1.8 million to professional fees and litigation costs during the nine months ended September 30, 2019.
Litigation appeal refunds decreased from $21.3 million for the nine months ended September 30, 2018 to$12.8 million for the nine months ended
September 30, 2019. Over a six-year period through October 2016, we were actively engaged in the Rimini I litigation, for which we paid a judgment of $124.4
million in October 2016. On March 31, 2018, Oracle paid us approximately$21.5 million including post-judgment interest of $0.2 million for the reversal of the
award under state computer access statutes mandated by the Court of Appeals. Due to the collection of this award in cash, we recognized a recovery of the 2016
judgment for $21.3 million and interest income of $0.2 million for the nine months ended September 30, 2018.
In May 2018, we also appealed to the U.S. Supreme Court for approximately$12.8 million of the District Court's award of non-taxable expenses related to
the judgment. On March 4, 2019, the U.S. Supreme Court issued a unanimous decision reversing earlier decisions by the lower courts and ruling that Oracle must
return approximately $12.8 million in non-taxable expenses that we had previously paid to Oracle (plus interest). As further described in Note 8 to our unaudited
condensed consolidated financial statements included in Part I, Item 1 of this Report, as mandated by the U.S. Supreme Court, on April 5, 2019, Oracle paid us
approximately $13.0 million (the principal amount plus post-judgment interest). As a result, we recognized a recovery of non-taxable expenses for$12.8 million
and recorded interest income of $0.2 million for the nine months ended September 30, 2019. The award received is required to be shared on a pro rata basis with
an insurance company, which had previously paid for part of the judgment and reimbursed a portion of defense costs, after deducting the costs of all of our past and
pending appeal and remand proceedings in Rimini I.
Insurance costs and related recoveries, net increased from a net recovery of $7.6 million for the nine months ended September 30, 2018 to net costs of
$4.0 million for the nine months ended September 30, 2019. During the first quarter of 2018, Rimini II legal fees exceeded the$8.0 million balance of the deferred
settlement liability which was eliminated through the recognition of insurance recoveries. As a result, we recognized an $8.0 million deferred gain for the nine
months ended September 30, 2018 offset by $0.4 million owed to an insurance company. As noted above, we recognized costs of$4.0 million for the nine months
ended September 30, 2019 reflecting our current estimate of the amounts owed to the insurance company to date from the amounts refunded by Oracle from the
Rimini I litigation. The liability is subject to decrease as additional costs related to any future Rimini I appeal and remand proceedings are incurred.
We currently expect to continue to incur legal expenses related to our ongoing appeal of the Rimini I outcome at least through 2019 and possibly later,
while the Rimini II litigation costs are expected to continue through 2021, and depending on appeals, if any, may be longer. Such litigation costs are not linear and
can fluctuate significantly from quarter to quarter, but generally expected to range between $2.0 million and $5.0 million per quarter at least through the Rimini II
trial date.
Interest expense. Interest expense decreased from $32.2 million for the nine months ended September 30, 2018 to$0.4 million for the nine months ended
September 30, 2019, a decrease of $31.9 million or 99%. Reductions in interest expense were primarily due to the payoff of the former Credit Facility on July 19,
2018, including reductions of (i) interest payable at 12.0% of $7.5 million, (ii) PIK interest payable at 3.0% of$1.9 million, (iii) accretion expense of $11.7
million, and (iv) make-whole applicable premium of $3.1 million incurred during the three months ended March 31, 2018 and a make-whole applicable premium
of $7.3 million upon payoff of the Credit Facility on July 19, 2018. Interest expense also decreased due to a net reduction in accretion expense related to the GP
Sponsor note payable of $0.5 million. The note was paid off on June 28, 2019.
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Other debt financing expenses. Other debt financing expenses decreased from $58.3 million for the nine months ended September 30, 2018 to none for
the nine months ended September 30, 2019 due to the payment and termination of the former Credit Facility on July 19, 2018. The elimination of other debt
financing expenses primarily resulted from the payoff of the Credit Facility on July 19, 2018, which resulted in charges for the write-off of DDIC for the funded
debt of $44.6 million and the unfunded debt of $2.8 million. In addition, there were other costs which were not incurred during 2019 due to the payoff of the Credit
Facility such as write-offs of DDIC due to mandatory prepayments of $7.2 million, collateral monitoring fees of $1.6 million and amortization as well as unused
line fees totaling approximately $2.2 million.
Gain on change in fair value of embedded derivatives. Upon the termination of the former Credit Facility on July 19, 2018, we no longer recognized a
liability for embedded derivatives associated with this instrument and recognized a corresponding gain in the third quarter of 2018. For the nine months ended
September 30, 2018, we recognized a gain on change in fair value of embedded derivatives of $1.6 million. For the nine months ended September 30, 2019, there
was no corresponding activity due to the termination of the former Credit Facility, resulting in a change of $1.6 million.
Other expense, net. Other expense, net is primarily comprised of interest income, foreign exchange gains and losses, and other non-operating income and
expenses. For the nine months ended September 30, 2019, net other expense of approximately $0.6 million was primarily comprised of foreign exchange losses
amounting to approximately $0.8 million, offset in part by interest income of $0.2 million related to the U.S. Supreme Court decision noted above. For the nine
months ended September 30, 2018, net other expense of $1.5 million was comprised of foreign exchange losses for $0.8 million, write-off of deferred financing
costs of $0.7 million related to an unsuccessful debt refinancing, and other non-operating expenses of$0.2 million. These amounts, which totaled $1.7 million,
were partially offset by interest income of $0.2 million.
Income tax expense. We had an income tax expense of $1.6 million for the nine months ended September 30, 2018 compared to income tax expense of
$1.8 million for the nine months ended September 30, 2019. All of our income tax expense is attributable to our foreign operations. For the nine months ended
September 30, 2019 and 2018, no income tax expense was recognized in the United States due to utilization of net operating loss carryforwards.
Liquidity and Capital Resources
Overview
As of September 30, 2019, we had a working capital deficit of$99.3 million and an accumulated deficit of $354.7 million. For the three months ended
September 30, 2019, we had a net income of $1.7 million. As of September 30, 2019, we had available cash, cash equivalents and restricted cash of$42.2 million.
A key component of our business model requires that substantially all customers prepay us annually for the services we will provide over the following
year or longer. As a result, we typically collect cash from our customers in advance of when the related service costs are incurred, which resulted in deferred
revenue of $167.0 million that is included in current liabilities as of September 30, 2019. Therefore, we believe that working capital deficit is not as meaningful in
evaluating our liquidity since the historical costs of fulfilling our commitments to provide services to customers are currently limited to approximately 38% of the
related deferred revenue based on our gross profit percentage of 62% for the three months ended September 30, 2019.
For the next year, we believe that cash, cash equivalents and restricted cash of$42.2 million as of September 30, 2019, plus future cash flows from
operating activities will be sufficient to meet our anticipated cash needs including working capital requirements, planned capital expenditures and our contractual
obligations.
For the nine months ended September 30, 2019, we generated cash flows from our operating activities of approximately$21.0 million, which was derived
from our cash earnings of approximately $23.3 million and offset by unfavorable changes in operating assets and liabilities of approximately$(2.3) million. We
believe that our operating cash flows for the year ending December 31, 2019 will be sufficient to fund the portion of our contractual obligations that is not funded
with existing capital resources.
Private Placements
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Please refer to Note 5 to the unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for information regarding the
June 2019 Private Placement, the March 2019 Private Placement and the Initial Private Placement.
The holders of Series A Preferred Stock are entitled to, from the respective issuance date, a cash dividend of10.0% per annum and a payment-in-kind
dividend of 3.0% per annum for the first five years following the initial June 2018 closing and thereafter all dividends accruing on such Series A Preferred Stock
will be payable in cash at a rate of 13.0% per annum. Assuming no redemptions of the Series A Preferred Stock and no conversions to Common Stock, the
following cash and PIK dividends (settled through issuance of additional shares of Series A Preferred Stock), regarding the combined June 2019 Private
Placement, March 2019 Private Placement and Initial Private Placement, are expected to accrue for each year through July 19, 2023 (in thousands):
Year Ending December 31:

Cash

2019
2020
2021
2022
2023

$

PIK

15,075
15,819
16,299
16,794
9,455

$

Total
4,522
4,746
4,890
5,038
2,837

$

19,597
20,565
21,189
21,832
12,292

The June 2019 Private Placement, the March 2019 Private Placement and the Initial Private Placement improved our liquidity and capital resources
whereby future cash payments are expected to be limited to annual cash dividends ranging from $15.1 million to $16.8 million over the next four years as
compared to payments under our former Credit Facility.
Please refer to Note 5 to the unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for further details about the
Series A Preferred Stock including (i) mandatory redemption rights, (ii) the security agreement and promissory notes that may become payable pursuant to certain
redemption provisions, (iii) rights to convert the Series A Preferred Stock to shares of Common Stock, (iv) registration rights, and (v) voting rights and preferences
in liquidation.
Debt
Our debt obligations consisted of the following as of September 30, 2019 and December 31, 2018 (in thousands):
2019
Note payable to GP Sponsor, net of discount
Less current maturities
Long-term debt, net of current maturities

2018

$

—
—

$

2,372
2,372

$

—

$

—

The GP Sponsor note payable was paid off on June 28, 2019. For additional information about our debt obligations, please refer to Note 4 to our
unaudited condensed consolidated financial statement in Part I, Item 1 of this Report.
Cash Flows Summary
Presented below is a summary of our operating, investing and financing cash flows for the nine months ended September 30, 2019 and 2018 (in
thousands):
2019
Net cash provided by (used in):
Operating activities
Investing activities
Financing activities

$

Cash Flows Provided by Operating Activities
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2018
20,985
(1,354)
(2,283)

$

17,551
(890)
(31,586)

A key component of our business model requires that customers typically prepay us annually for the services which we will provide over the following
year or longer. As a result, we typically collect cash in advance of the date when the vast majority of the related services are provided. The key components in the
calculation of our cash provided by operating activities for the nine months ended September 30, 2019 and 2018, are as follows (in thousands):
2019
Net income (loss)
Non-cash expenses and non-operating expenses, net
Changes in operating assets and liabilities, net
Net cash provided by operating activities

2018

$

17,650
5,602
(2,267)

$

(70,307)
83,325
4,533

$

20,985

$

17,551

For the nine months ended September 30, 2019, cash flows provided by operating activities amounted to approximately$21.0 million. The key drivers
resulting in our cash provided by operating activities for the nine months ended September 30, 2019, included our net income of $17.7 million, as adjusted for noncash and non-operating expenses totaling $5.6 million and unfavorable changes in operating assets and liabilities of $(2.3) million, resulting in net cash provided by
operating activities of $21.0 million.
For the nine months ended September 30, 2018, cash flows provided by operating activities amounted to$17.6 million. The key drivers resulting in our
cash provided by operating activities for the nine months ended September 30, 2018, included our net loss of $70.3 million, as adjusted for non-cash and nonoperating expenses totaling $83.3 million and favorable changes in operating assets and liabilities of $4.5 million, resulting in net cash provided by operating
activities of $17.6 million. Non-cash and non-operating expenses of $83.3 million for the nine months ended September 30, 2018, included the write-off of DDIC
of $54.5 million, accretion and amortization expense of debt discount and issuance costs for $13.1 million, make-whole applicable premium of $10.4 million,
stock-based compensation expense of $3.1 million, PIK interest expense of $1.9 million, depreciation and amortization expense of $1.4 million, and write-off of
deferred debt financing costs of $0.7 million. These non-cash and non-operating expenses were offset by a gain from change in fair value of embedded derivatives
of $1.6 million and a deferred income tax benefit of $0.3 million. Net changes in operating assets and liabilities, for the nine months ended September 30, 2018,
provided $4.5 million of operating cash flow that was derived from customer cash collections that resulted in a reduction accounts receivable of$20.2 million. This
benefit was partially offset by (i) a reduction in the deferred insurance settlement liability of $8.0 million, (ii) a reduction in the deferred revenue of $5.8 million,
(iii) an increase in prepaid expenses and other of $1.1 million, and (iv) a decrease in accounts payable and accrued liabilities of$0.7 million.
Cash Flows Used in Investing Activities
Cash used in investing activities was primarily driven by capital expenditures for leasehold improvements and computer equipment as we continued to
invest in our business infrastructure and advance our geographic expansion. Capital expenditures totaled $1.4 million and $0.9 million for the nine months ended
September 30, 2019 and 2018, respectively.
For the nine months ended September 30, 2019, capital expenditures of approximately$1.4 million consisted primarily of $0.7 million for leasehold
improvements, furniture and fixtures, and new computer equipment related to our U.S. facilities, and $0.6 million for computer equipment at our foreign locations,
primarily in India.
For the nine months ended September 30, 2018, capital expenditures of$0.9 million included $0.5 million primarily for new computer equipment at our
U.S. facilities, and $0.3 million for computer equipment and software for our facility in India, and $0.1 million for computer equipment and software at our facility
in Brazil.
Cash Flows from Financing Activities
For the nine months ended September 30, 2019, cash utilized in financing activities of approximately$2.3 million which was attributable to dividend
payments of $10.9 million, payments of $2.6 million on our GP Sponsor loan, payments of $0.5 million related to transaction costs for both the June 2019 SPA and
March 2019 SPA and capital lease payments of $0.4 million, which were offset, in part, by proceeds received of$9.1 million from both the June 2019 SPA and
March 2019 SPA transactions and proceeds received of $2.9 million from stock option exercises.
For the nine months ended September 30, 2018, cash used in financing activities was$31.6 million. For the nine months ended September 30, 2018, we
had $134.3 million of sources of cash from financing activities that consisted of$133.0
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million of proceeds from the issuance of Series A Preferred Stock and Common Stock in the Initial Private Placement, and$1.3 million from the exercise of stock
options. For the nine months ended September 30, 2018, our financing activities resulted in cash outflows that totaled $165.9 million. The key uses of cash from
financing activities consisted of (i) payments under the Credit Facility for principal and other contractual obligations of $145.4 million, (ii) make-whole applicable
premium payments of $10.4 million, (iii) payments for DDIC and other financing costs of $5.7 million, (iv) payments for deferred offering costs related to the
Private Placement of $3.9 million, and (v) principal payments under capital lease obligations of $0.5 million. Principal payments under the Credit Facility
consisted of a mandatory prepayment in April 2018 of $17.9 million from collection of the Rimini I appeal award, $2.0 million of mandatory consulting fees under
the Credit Facility in June 2018, scheduled principal payments of $7.3 million, and a cash payment of $118.2 million upon payoff of the Credit Facility on July 19,
2018. Payments for DDIC and other financing costs totaled $5.7 million, which consisted of $5.0 million of Credit Facility amendment fees that were incurred in
2017, and $0.7 million related to an unsuccessful debt financing that was charged to expense for the nine months ended September 30, 2018. Payments for
deferred offering of $3.9 million were related to the Initial Private Placement.
Foreign Subsidiaries
Our foreign subsidiaries and branches are dependent on our U.S.-based parent for continued funding. We currently do not intend to repatriate any
amounts that have been invested overseas back to the U.S.-based parent. The imposition of the Transition Tax may reduce or eliminate U.S. federal deferred taxes
on the unremitted earnings of our foreign subsidiaries. However, we may still be liable for withholding taxes, state taxes, or other income taxes that might be
incurred upon the repatriation of foreign earnings. We have not made any provision for additional income taxes on undistributed earnings of our foreign
subsidiaries. As of September 30, 2019, we had cash and cash equivalents of $7.8 million in our foreign subsidiaries.
Critical Accounting Policies and Significant Judgments and Estimates
Our management’s discussion and analysis of financial condition and results of operations is based on our unaudited condensed consolidated financial
statements, which have been prepared in accordance with accounting principles generally accepted in the United States. The preparation of these consolidated
financial statements requires us to make estimates and assumptions that affect the reported amounts of assets and liabilities and the disclosure of contingent assets
and liabilities at the date of the consolidated financial statements, as well as the reported revenue and expenses during the reporting periods. These items are
monitored and analyzed for changes in facts and circumstances, and material changes in these estimates could occur in the future. We base our estimates on
historical experience and on various other factors that we believe are reasonable under the circumstances, the results of which form the basis for making judgments
about the carrying value of assets and liabilities that are not readily apparent from other sources. Changes in estimates are reflected in reported results for the
period in which they become known. Actual results may differ from these estimates under different assumptions or conditions.
For both the three and nine months ended September 30, 2019, there were no material changes to the critical accounting policies as disclosed in Item 7 of
our 2018 Form 10-K.
Recent Accounting Pronouncements
From time to time, new accounting pronouncements are issued by the Financial Accounting Standards Board (“FASB”) or other standard setting bodies
that are adopted by us as of the specified effective date. Unless otherwise discussed, we believe that the impact of recently issued standards that are not yet
effective will not have a material impact on our financial position or results of operations upon adoption.
For additional information on recently issued accounting standards and our plans for adoption of those standards, please refer to the section titledRecent
Accounting Pronouncements under Note 2 to our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report.
ITEM 3. Quantitative and Qualitative Disclosures About Market Risk.
Foreign Currency Exchange Risk
We have foreign currency risks related to our revenue and operating expenses denominated in currencies other than the U.S. Dollar, primarily the Euro,
British Pound Sterling, Brazilian Real, Australian Dollar, Indian Rupee and Japanese Yen. For
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the three months ended September 30, 2019 and 2018, we generated approximately 35% and 36% of our revenue from our international business, respectively. For
the nine months ended September 30, 2019 and 2018, we generated approximately 35% and 35% of our revenue from our international businesses, respectively.
Increases in the relative value of the U.S. Dollar to other currencies may negatively affect our revenue, partially offset by a positive impact to operating expenses in
other currencies as expressed in U.S. Dollars. We have experienced and will continue to experience fluctuations in our net income (loss) as a result of transaction
gains or losses related to revaluing certain current asset and current liability balances, including intercompany receivables and payables, which are denominated in
currencies other than the functional currency of the entities in which they are recorded. While we have not engaged in the hedging of our foreign currency
transactions to date, we are evaluating the costs and benefits of initiating such a program and we may in the future hedge selected significant transactions
denominated in currencies other than the U.S. Dollar.
Interest Rate Sensitivity
We hold cash and cash equivalents for working capital purposes. We do not have material exposure to market risk with respect to investments, as any
investments we enter into are primarily highly liquid investments.
ITEM 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
We maintain a system of disclosure controls and procedures that are designed to reasonably ensure that information required to be disclosed in our SEC
reports is recorded, processed, summarized, and reported within the time periods specified in the SEC’s rules and forms, and to reasonably ensure that such
information is accumulated and communicated to our management, including our Chief Executive Officer and our Chief Financial Officer, as appropriate, to allow
for timely decisions regarding required disclosure.
Our management, including our Chief Executive Officer and Chief Financial Officer, does not expect that our disclosure controls and procedures (as
defined in Rules 13a-15(e) and 15d-15(e) of the Exchange Act) (“Disclosure Controls”) will prevent all errors and all fraud. A control system, no matter how well
conceived and operated, can provide only reasonable, not absolute, assurance that the objectives of the control system are met. Further, the design of a control
system must reflect the fact that there are resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent
limitations in all control systems, no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within the Company
have been detected. These inherent limitations include the realities that judgments in decision-making can be faulty, and that breakdowns can occur because of
simple error or mistake. Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people, or by management
override of the control. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can be
no assurance that any design will succeed in achieving its stated goals under all potential future conditions. Because of the inherent limitations in a cost-effective
control system, misstatements due to error or fraud may occur and not be detected. We monitor our Disclosure Controls and make modifications as necessary; our
intent in this regard is that the Disclosure Controls will be modified as systems change and conditions warrant.
In connection with the preparation of this Quarterly Report on Form 10-Q as of September 30, 2019, an evaluation of the effectiveness of the design and
operation of our Disclosure Controls was performed. This evaluation was performed under the supervision and with the participation of our management, including
our Chief Executive Officer and Chief Financial Officer. Based on this evaluation, we concluded that our disclosure controls and procedures were effective.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting during the latest fiscal quarter that materially affected, or are reasonably likely to
materially affect, our internal control over financial reporting.
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PART II - OTHER INFORMATION
ITEM 1. Legal Proceedings.
The legal proceedings described in Note 8 of our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Quarterly
Report on Form 10-Q (this “Report”) are incorporated herein by reference. In addition, from time to time, we may be a party to litigation and subject to claims
incident to the ordinary course of business. Although the results of litigation and claims cannot be predicted with certainty, we currently believe that the final
outcome of these ordinary course matters will not have a material adverse effect on our business. Regardless of the outcome, litigation can have an adverse impact
on us because of judgment, defense and settlement costs, diversion of management resources and other factors.
ITEM 1A. Risk Factors.
Factors that could cause our actual results to differ materially from those in this Report are any of the risks described in this Item 1.A. Any of these
factors could result in a significant or material adverse effect on our business, financial condition, results of operations and cash flows. Additional risk factors not
presently known to us or that we currently deem immaterial may also impair our business or results of operations.
Our business operations are subject to a number of risk factors that may adversely affect our business, financial condition, results of operations or cash
flows. If any significant adverse developments resulting from these risk factors should occur, the trading price of our securities could decline, and moreover,
investors in our securities could lose all or part of their investment in our securities.
You should refer to the explanation of the qualifications and limitations on forward-looking statements under “Cautionary Note About Forward-Looking
Statements” set forth in Part I, Item 2 of this Report. All forward-looking statements made by us are qualified by the risk factors described below.
Risks Related to Our Business, Operations and Industry
Risks Related to Litigation
We and our Chief Executive Officer are involved in litigation with Oracle. An adverse outcome in the ongoing litigation could result in the payment of
substantial damages and/or an injunction against certain of our business practices, either of which could have a material adverse effect on our business and
financial results.
In January 2010, certain subsidiaries of Oracle Corporation (together with its subsidiaries individually and collectively, “Oracle”) filed a lawsuit,Oracle
USA, Inc. et al v. Rimini Street, Inc. et al (United States District Court for the District of Nevada) (“District Court”), against us and our Chief Executive Officer,
Seth Ravin, alleging that certain of our processes violated Oracle’s license agreements with its customers and that we committed acts of copyright infringement
and violated other federal and state laws (“Rimini I”). The litigation involved our business processes and the manner in which we provided our services to our
clients. To provide software support and maintenance services to our clients, we request access to a separate environment for developing and testing the updates to
the software programs. Prior to July 2014, PeopleSoft, J.D. Edwards and Siebel clients switching from Oracle to our enterprise software support were given a
choice of two models for hosting the development and testing environment for their software: the environment could be hosted on the client’s servers or on our
servers. In addition to other allegations, Oracle challenged the Rimini Street-hosted model for certain Oracle license agreements with its customers that contained
use and site-based restrictions. Oracle alleged that its license agreements with these customers restrict licensees’ rights to provide third parties, such as Rimini
Street, with copies of Oracle software, and restrict where a licensee may physically install the software. Oracle alleged that, in the course of providing services, we
violated such license agreements and illegally downloaded software and support materials without authorization. Oracle further alleged that we impaired its
computer systems in the course of downloading materials for our clients. Oracle filed amended complaints in April 2010 and June 2011. Specifically, Oracle’s
amended complaint asserted the following causes of action: copyright infringement; violations of the Federal Computer Fraud and Abuse Act; violations of the
Computer Data Access and Fraud Act; violations of Nevada Revised Statute 205.4765; breach of contract; inducing breach of contract; intentional interference
with prospective economic advantage; unfair competition; trespass to chattels; unjust enrichment/restitution; unfair practices; and a demand for an accounting.
Oracle’s amended complaint sought the entry of a preliminary and permanent injunction prohibiting us from copying, distributing, using, or creating derivative
works based on Oracle Software and Support Materials except as allowed by express license from Oracle; from using any software tool to access Oracle Software
and
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Support Materials; and from engaging in other actions alleged to infringe Oracle’s copyrights or were related to its other causes of action. The parties conducted
extensive fact and expert discovery from 2010 through mid-2012.
In March and September 2012, Oracle filed two motions seeking partial summary judgment as to, among other things, its claim of infringement of certain
copyrighted works owned by Oracle. In February 2014, the District Court issued a ruling on Oracle’s March 2012 motion for partial summary judgment (i)
granting summary judgment on Oracle’s claim of copyright infringement as it related to two of our PeopleSoft clients and (ii) denying summary judgment on
Oracle’s claim with respect to one of our J.D. Edwards clients and one of our Siebel clients. The parties stipulated that the licenses among clients were
substantially similar for purposes of the Rimini I action. In August 2014, the District Court issued a ruling on Oracle’s September 2012 motion for partial summary
judgment (i) granting summary judgment on Oracle’s claim of copyright infringement as it relates to Oracle Database and (ii) dismissing our first counterclaim for
defamation, business disparagement and trade libel and our third counterclaim for unfair competition. In response to the February 2014 ruling, we revised our
business practices to eliminate the processes determined to be infringing, which was completed no later than July 2014.
A jury trial in Rimini I commenced in September 2015. On October 13, 2015, the jury returned a verdict against us finding that (i) we were liable for
innocent copyright infringement, (ii) we and Mr. Ravin were each liable for violating certain state computer access statutes, (iii) Mr. Ravin was not liable for
copyright infringement, and (iv) neither we nor Mr. Ravin were liable for inducing breach of contract or intentional interference with prospective economic
advantage. The jury determined that the copyright infringement did not cause Oracle to suffer lost profits, that the copyright infringement was not willful, and did
not award punitive damages. Following post-trial motions, Oracle was awarded a final judgment of approximately $124.4 million, consisting of copyright
infringement damages based on the fair market value license damages theory, damages for violation of certain state computer access statutes, prejudgment interest
and attorneys’ fees and costs. In addition, the District Court entered a permanent injunction prohibiting us from using certain processes - including processes
adjudicated as infringing at trial - that we ceased using no later than July 2014. We paid the full judgment amount of approximately $124.4 million to Oracle on
October 31, 2016 and appealed the case to the United States Court of Appeals for the Ninth Circuit (“Court of Appeals”) to appeal findings (i) and (ii) above, as
well as the injunction and awards of attorneys’ fees, non-taxable expenses, and interest. We argued on appeal that the injunction is vague and contains overly broad
language that could be read to cover some of our current business practices that were not adjudicated to be infringing at trial, and the injunction should not have
been issued under applicable law. On December 6, 2016, the Court of Appeals granted our emergency motion for a stay of the injunction pending resolution of the
underlying appeal, and it agreed to consider the appeal on an expedited basis. The Court of Appeals heard argument on July 13, 2017.
On January 8, 2018, the Court of Appeals reversed certain awards totaling $50.3 million made in Oracle’s favor during and after our 2015 jury trial in
Rimini I and vacated and remanded others, including the injunction that had previously been stayed by the Court of Appeals on December 6, 2016. The Court of
Appeals reversed awards that we previously paid as part of the $124.4 million judgment, consisting of an award under state computer access statutes and taxable
expenses and interest totaling $21.3 million, Oracle’s attorneys’ fees of $28.5 million (that was subsequently remanded to the District Court), and post-judgment
interest of $0.5 million. Although the Court of Appeals affirmed the finding of infringement against us (which the jury had found to be “innocent” infringement)
for the processes that we ceased using no later than July 2014, it stated in the opinion that we “provided third-party support for Oracle’s enterprise software, in
lawful competition with Oracle’s direct maintenance services”. The Court of Appeals also vacated and remanded the injunction originally ordered by the District
Court. As mandated by the Court of Appeals, on March 30, 2018 Oracle paid us $21.5 million for the reversal of the award under state computer access statutes
and taxable expenses and interest totaling $21.3 million, and post-judgment interest of $0.2 million. Additionally, by stipulation of the parties, in May 2018, Oracle
deposited $28.5 million into an escrow account with the District Court pending a decision by the District Court on the remanded attorneys’ fee award.
On August 14, 2018, the District Court (i) imposed an injunction that was substantially identical to the injunction that the Court of Appeals had vacated in
January 2018, and (ii) ordered the return to Oracle of the $28.5 million attorneys’ fee award deposited in the escrow account deposited by Oracle with the District
Court in May 2018.
On August 16, 2018, we filed a notice of appeal of the District Court’s renewed injunction and its decision to return the$28.5 million attorneys' fee award
Oracle. We also filed in the District Court a motion to stay the injunction pending appeal. On September 11, 2018, the District Court denied the motion, but granted
a temporary 60-day stay for the Company to obtain a stay with the Court of Appeals. On November 5, 2018, the Court of Appeals denied our motion for a stay
pending appeal of the injunction issued by the District Court without addressing the merits of our appeal, and it confirmed the briefing schedule for the appeal. We
intend to continue pursuing our appeal of the injunction and the attorneys’ fee award. The briefing on our appeal to the Court of Appeals was completed on March
14, 2019, and a hearing on our appeal occurred on July 12, 2019. The briefing on our appeal to the Court of Appeals was completed on March 14, 2019, and a
hearing on our appeal occurred on July 12, 2019. On August 16, 2019, the Court of Appeals entered an Order affirming the permanent injunction and the award of
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attorneys’ fees that were previously paid to Oracle. However, the Court of Appeals agreed that the injunction was overbroad in two respects and instructed the
district court to remove the restriction on “local hosting” of J.D. Edwards and Siebel software and the prohibition against “accessing” J.D. Edwards and Siebel
software source code.
On November 5, 2019, we filed a petition for writ of certiorari in the U.S. Supreme Court appealing the August 19, 2019 judgment of the Court of
Appeals. We have asked the U.S. Supreme Court to determine whether a district court must take into account a jury’s finding of an infringer’s mental state in
considering injunctive relief under the Copyright Act. As of the date of this filing, the U.S. Supreme Court has not made a decision on whether to grant certiorari.
On September 20, 2019, Oracle filed a motion for attorneys’ fees on appeal, in which it requested and estimated fees totaling approximately$0.5 million.
On October 9, 2019, the parties stipulated to a withdrawal of Oracle’s motion, with Rimini agreeing to pay Oracle $0.5 million.
As a result of the injunction, we expect to incur additional expenses in the range of 1% to 2% of revenue for additional labor costs because, as drafted, the
injunction contains language that could be read to cover some current support practices that are being litigated in the “Rimini II” lawsuit (as defined below) and
that have not been found to be infringing. On February 27, 2019, Oracle filed a motion to reopen discovery in Rimini I and a motion to modify the protective order
in Rimini II to permit Oracle to use discovery from Rimini II in Rimini I, in a purported effort to investigate whether we are complying with the injunction. On
April 4, 2019, the District Court granted Oracle’s motion to reopen discovery in Rimini I, and on May 14, 2019, the District Court granted Oracle’s motion to
modify the protective order in Rimini II to permit Oracle to use discovery from that case in Rimini I. Pursuant to the discovery scheduling order entered in Rimini
I, Oracle is permitted to conduct limited discovery regarding Rimini’s compliance with the injunction. On September 3, 2019, the Court vacated all prior deadlines
for discovery, initial expert disclosure, rebuttal expert disclosure, and for Oracle to file a motion for an order to show cause related to alleged contempt. It is
anticipated that discovery will close sometime in the first quarter of 2020 and there is currently no deadline for Oracle to file motion for an order to show cause.
Oracle may file contempt proceedings against us at any time to attempt to enforce its interpretation of the injunction or if it has reason to believe we are
not in compliance with express terms of the injunction. Such contempt proceeding or any judicial finding of contempt could result in a material adverse effect on
our business and financial condition, the pendency of the injunction alone could dissuade clients from purchasing or continuing to purchase our services. Further,
certain outcomes, should they occur, may also trigger the mandatory redemption of all of our Series A Preferred Stock, with the redemption amounts automatically
becoming payment obligation under our Convertible Notes with a concurrent cancellation of the outstanding shares of the Series A Preferred Stock, as provided in
the Certificate of Designations for the Series A Preferred Stock and the Form of Convertible Note previously filed with the SEC. If we are obligated to pay
substantial civil assessments arising from any finding of contempt, this could reduce the amount of cash flows available to pay dividends due in respect of our
Series A Preferred Stock or, if the shares are converted, the interest under the Convertible Notes. Holders of our Convertible Notes are entitled to accelerate
repayment of the indebtedness under such notes if we default in our interest payment obligations. We cannot assure you that we will have sufficient assets which
would allow us to repay such indebtedness in full at such time. In addition, we may not be able to obtain additional debt or equity financing, if required, to repay
our obligations under the Convertible Notes. As a result, we could be forced into bankruptcy or liquidation.
In January 2018, we filed a petition for rehearing en banc with the Court of Appeals regarding two other components of the final judgment awarded to
Oracle. First, we asked the Court of Appeals to rehear the calculation of prejudgment interest, arguing that the District Court set the interest rate using a date that
precedes the filing of Oracle's complaint, which resulted in an additional approximate amount of $20.2 million cost paid by us in October 2016. Second, we asked
the Court of Appeals to rehear the award of non-taxable expenses, arguing that this decision is in direct conflict with decisions in other federal circuit courts and
decisions of the U.S. Supreme Court and resulted in us paying approximately $12.8 million that we would not have had to pay in other court jurisdictions. The
Court of Appeals denied the petition for rehearing en banc on March 2, 2018, and the mandate was issued on March 13, 2018. On May 31, 2018, we filed a
petition for writ of certiorari in the U.S. Supreme Court appealing the decision of the Court of Appeals on the non-taxable expenses issue. On September 27, 2018,
the U.S. Supreme Court granted our petition for a writ of certiorari. On March 4, 2019, the U.S. Supreme Court issued a unanimous decision reversing earlier
decisions by the lower courts and ruling that Oracle must return approximately $12.8 million in non-taxable expenses (plus interest) that we had previously paid to
Oracle. As mandated by the U.S. Supreme Court, on April 5, 2019, Oracle paid us approximately $13.0 million (non-taxable expenses of $12.8 million plus postjudgment interest income of $0.2 million). See Note 8 of the unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for
further information.
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In October 2014, we filed a separate lawsuit, Rimini Street Inc. v. Oracle Int’l Corp. (United States District Court for the District of Nevada) (“Rimini
II”), against Oracle seeking a declaratory judgment that our revised development processes, in use since at least July 2014, do not infringe certain Oracle
copyrights. In February 2015, Oracle filed a counterclaim alleging copyright infringement, which included (i) substantially the same allegations asserted in Rimini
I but limited to clients not addressed in Rimini I, and (ii) new allegations that our revised support processes also infringe Oracle copyrights. Oracle’s counterclaim
also included allegations of violation of the Lanham Act, intentional interference with prospective economic advantage, breach of contract and inducing breach of
contract, unfair competition, and unjust enrichment/restitution. It also sought an accounting. On February 28, 2016, Oracle filed amended counterclaims adding
allegations of violation of the Digital Millennium Copyright Act. On December 19, 2016, we filed an amended complaint against Oracle asking for a declaratory
judgment of non-infringement of copyright and alleging intentional interference with contract, intentional interference with prospective economic advantage,
violation of the Nevada Deceptive Trade Practices Act, violation of the Lanham Act, and violation of California Business & Professions Code § 17200 et seq. On
January 17, 2017, Oracle filed a motion to dismiss our amended claims and filed its third amended counterclaims, adding three new claims for a declaratory
judgment of no intentional interference with contractual relations, no intentional interference with prospective economic advantage, and no violation of California
Business & Professions Code § 17200 et seq. On February 14, 2017, we filed our answer and motion to dismiss Oracle’s third amended counterclaims. On March
7, 2017, Oracle filed a motion to strike our copyright misuse affirmative defense. By stipulation of the parties, the District Court granted our motion to file our
third amended complaint to add claims arising from Oracle’s purported revocation of our access to its support websites on behalf of our clients, which was filed
and served on May 2, 2017. By agreement of the parties, Oracle filed its motion to dismiss our third amended complaint on May 30, 2017, our opposition was filed
on June 27, 2017, and Oracle’s reply was filed on July 11, 2017. On September 22, 2017, the Court issued an order granting in part and denying in part our motion
to dismiss Oracle’s third amended counterclaims. The Court granted our motion to dismiss Oracle’s intentional interference with prospective economic advantage
and unjust enrichment counterclaims. On October 5, 2017, Oracle filed a motion for reconsideration of the Court’s September 22, 2017 order. We filed our
opposition to Oracle’s motion for reconsideration on October 19, 2017. Oracle filed its reply to its motion for reconsideration on October 26, 2017. On November
7, 2017, the Court issued an order granting in part and denying in part Oracle’s motion to dismiss our third amended complaint.
The Court granted Oracle’s motion to dismiss as to our third cause of action for a declaratory judgment that Oracle has engaged in copyright misuse, fifth
cause of action for intentional interference with prospective economic advantage; sixth cause of action for a violation of Nevada’s Deceptive Trade Practices Act
under the “bait and switch” provision of NRS § 598.0917; and seventh cause of action for violation of the Lanham Act. The Court denied Oracle’s motion as to our
causes of action for intentional interference with contractual relations, violation of Nevada Deceptive Trade Practices Act, under the “false and misleading”
provision of NRS § 598.0915(8) and unfair competition. On November 17, 2017, the Court denied Oracle’s motion for reconsideration of the Court’s September
22, 2017 order. On June 5, 2018, the Court denied our motion for reconsideration of the Court’s November 7, 2017 order.
Fact discovery with respect to the above action substantially ended in March 2018, and expert discovery ended in September 2018. Briefing on the
parties’ motions for summary judgment was completed in December 2018, and we wait the District Court’s ruling on those motions. There is currently no trial date
scheduled, and we do not expect a trial to occur in this matter earlier than 2021, but the trial could occur earlier or later than that. At this time, we do not have
sufficient information regarding possible damages exposure for the counterclaims asserted by Oracle or possible recovery by us in connection with our claims
against Oracle. Both parties are seeking injunctive relief in addition to monetary damages in this matter.
For counterclaims in Rimini II on which Oracle may prevail, while we believe an award for damages is not probable, we could be required to pay
substantial damages for our current or past business activities and/or be enjoined from certain business practices. Any of these outcomes could result in a material
adverse effect on our business and financial condition, and the pendency of the litigation alone could dissuade clients from purchasing or continuing to purchase
our services. Further, these outcomes may also trigger the mandatory redemption of all of our Series A Preferred Stock, with the redemption amounts automatically
becoming payment obligations under our Convertible Notes with a concurrent cancellation of the outstanding shares of the Series A Preferred Stock, as provided
in the Certificate of Designations for the Series A Preferred Stock and the Form of Convertible Note previously filed with the SEC. If we are obligated to pay
substantial damages to Oracle or are enjoined from certain business practices, this could reduce the amount of cash flows available to pay dividends due in respect
of our Series A Preferred Stock or the indebtedness under the Convertible Notes. If we default in our payment obligations under the Convertible Notes and the
indebtedness under the Convertible Notes were to be accelerated, there can be no assurance that our assets would be sufficient to repay such indebtedness in full,
and we could be forced into bankruptcy or liquidation.
Our business has been and may continue to be materially harmed by this litigation and Oracle’s conduct. During the course of these cases, we anticipate
there will be rulings by the District Court in Rimini II, the District Court in Rimini I, and the Court of Appeals in Rimini I in connection with hearings, motions,
decisions, and other matters, as well as other interim
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developments related to the litigations. If securities analysts or investors regard these rulings as negative, the market price of our Common Stock may decline. If
current or prospective clients regard these rulings as negative, it could negatively impact our new client sales or renewal sales.
While we plan to continue to vigorously litigate the pending matters in Rimini I and Rimini II, we are unable to predict the timing or outcome of these
lawsuits. No assurance is or can be given that we will prevail on any appeal, contempt proceeding, claim, or counterclaim.
See the section titled “Business-Legal Proceedings” in our 2018 Annual Report on Form 10-K, as filed with the SEC on March 14, 2019, and Note 8 of
our unaudited condensed consolidated financial statements included in Part I, Item 1 of this Report for more information related to this litigation.
The Oracle software products that are part of our ongoing litigation with Oracle represent a significant portion of our current revenue.
Subject to the final outcome of the appeals, during 2016 we paid the Rimini I final judgment of$124.4 million in full, in March 2018 recovered $21.3
million plus $0.2 million of post-judgment interest, and in April 2019, recovered$13.0 million (non-taxable expenses of $12.8 million plus post-judgment interest
income of $0.2 million). Any additional recovery of any part of the judgment will depend on the outcome of the appeals. As long as the permanent injunction is
still in place in Rimini I, we estimate it will cost us between 1% and 2% of revenue to further modify our support processes to comply with the terms of the
injunction as ordered by the District Court. In Rimini II, Oracle has filed counterclaims relating to our support services for Oracle’s PeopleSoft, J.D. Edwards,
Siebel, E-Business Suite, and Database software products. For the three months ended September 30, 2019, approximately 67% of our total revenue was derived
from the support services that we provide for our clients using Oracle’s PeopleSoft, J.D. Edwards, Siebel, E-Business Suite and Database software products. The
percentage of revenue derived from services we provide for PeopleSoft software only was approximately 16% of our total revenue during this same period.
Although we provide support services for additional Oracle product lines that are not subject to litigation and support services for software products provided by
companies other than Oracle, our current revenue depends significantly on the product lines that are the subject of the Rimini II litigation and Rimini I appeal.
Should Oracle prevail on its claims in Rimini II or should a contempt action result in a finding that we are in violation of the injunction, we could be required to
change the way we provide support services to some of our clients, which could result in the loss of clients and revenue, and may also give rise to claims for
compensation from our clients, any of which could have a material adverse effect on our business, financial condition and results of operations.
Our ongoing litigation with Oracle presents challenges for growing our business.
We have experienced challenges growing our business as a result of our ongoing litigation with Oracle. Many of our existing and prospective clients have
expressed concerns regarding our ongoing litigation and, in some cases, have been subjected to subpoenas, depositions and various negative communications by
Oracle in connection with the litigation. We have experienced in the past, and may continue to experience in the future, volatility and slowness in acquiring new
clients, as well as clients not renewing their agreements with us, due to these challenges relating to our ongoing litigation with Oracle. Further, certain of our
prospective and existing clients may be subject to additional subpoenas, depositions and negative communications from software vendors. We have taken steps to
minimize disruptions to our existing and prospective clients regarding the litigation, but we continue to face challenges growing our business while the litigation
remains ongoing. In certain cases, we have agreed to pay certain liquidated damages to our clients if we are no longer able to provide services to these clients,
and/or reimburse our clients and our former lenders for their reasonable legal fees incurred in connection with any litigation-related subpoenas and depositions or
to provide certain client indemnification or termination rights if any outcome of litigation results in our inability to continue providing any of the paid-for services.
In addition, we believe the length of our sales cycle is longer than it otherwise would be due to prospective client diligence on possible effects of the Oracle
litigation on our business. We cannot assure you that we will continue to overcome the challenges we face as a result of the litigation and continue to renew
existing clients or secure new clients.
Additionally, the existence of this ongoing litigation, as well as the federal grand jury inquiry as discussed below initiated in March 2018, could
negatively impact the value of our equity securities, could negatively impact our ability to raise additional equity or debt financing by creating challenges to
providing satisfactory due diligence to potential investors or lenders to enable the evaluation of risk as well as could necessitate economic terms of any equity or
debt financing that are more favorable to investors or lenders than otherwise in the absence of such conditions, in connection with any financing completed by us, if
at all.
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While we had insurance coverage for the Rimini I litigation, we currently have no insurance coverage with respect to the Rimini II litigation or with
respective to any future litigation with Oracle.
Oracle has a history of litigation against companies offering alternative support programs for Oracle products, and Oracle could pursue additional litigation
with us.
Oracle has been active in litigating against companies that have offered competing maintenance and support services for their products. For example, in
March 2007, Oracle filed a lawsuit against SAP and its wholly-owned subsidiary, TomorrowNow, Inc., a company our Chief Executive Officer, Seth Ravin,
joined in 2002, and which was acquired by SAP in 2005. After a jury verdict awarding Oracle $1.3 billion, the parties stipulated to a final judgment of $306 million
subject to appeal. After the appeal, the parties settled the case in November 2014 for $356.7 million. In February 2012, Oracle filed suit against Service Key, Inc.
and settled the case in October 2013. Oracle also filed suit against CedarCrestone Corporation in September 2012 and settled the case in July 2013. TomorrowNow
and CedarCrestone offered maintenance and support for Oracle software products, and Service Key offered maintenance and support for Oracle technology
products. Given Oracle’s history of litigation against companies offering alternative support programs for Oracle products, we can provide no assurance, regardless
of the outcome of our current litigations with Oracle, that Oracle will not pursue additional litigation against us. Such additional litigation could be costly, distract
our management team from running our business and reduce client interest and our sales revenue.
We have received a federal grand jury inquiry directing delivery of certain documents relating to our operations. If such inquiry leads to legal proceedings
against us or any of our employees or members of our Board of Directors, we would incur legal costs and may potentially suffer an adverse outcome
negatively affecting our business and financial results.
On March 2, 2018, we received a subpoena directing us to produce to a federal grand jury certain communications and documents relating to our support
for certain software systems and certain related operational practices. We have complied with the related document request and are cooperating with the
governmental inquiry but cannot predict its ultimate resolution. Responding to the subpoena has caused us to incur substantial legal costs to date, and we will
continue to incur legal costs until this inquiry is complete. A governmental inquiry and any legal proceedings instituted involving us, if any, from such inquiry,
would require us to incur further legal costs, and if adversely determined, may ultimately result in the imposition of fines or other penalties. The mere fact of a
grand jury inquiry regardless of merit or outcome could have a negative impact on our future revenue, revenue growth, client acquisition and retention, and our
prospects to obtain new or alternative financing. Any such resulting material costs and expenses or other penalties could have a material adverse effect on our
financial condition and results of operations.
Other Risks Related to Our Business, Operations and Industry
The market for independent software support services is relatively undeveloped and may not grow.
The market for independent enterprise software support services is still relatively undeveloped, has not yet achieved widespread acceptance and may not
grow quickly or at all. Our success will depend to a substantial extent on the willingness of companies to engage a third party such as us to provide software
support services for their enterprise software. Many enterprise software licensees are still hesitant to use a third party to provide such support services, choosing
instead to rely on support services provided by the enterprise software vendor. Other enterprise software licensees have invested substantial personnel,
infrastructure and financial resources in their own organizations with respect to support of their licensed enterprise software products and may choose to selfsupport with their own internal resources instead of purchasing services from the enterprise software vendor or an independent provider such as ourselves.
Companies may not engage us for other reasons, including concerns regarding our ongoing litigation with Oracle and governmental inquiry, the potential for future
litigation, the potential negative effect our engagement could have on their relationships with their enterprise software vendor, or concerns that they could infringe
third party intellectual property rights or breach one or more software license agreements if they engage us to provide support services. New concerns or
considerations may also emerge in the future. Particularly because our market is relatively undeveloped, we must address our potential clients’ concerns and
explain the benefits of our approach in order to convince them of the value of our services. If companies are not sufficiently convinced that we can address their
concerns and that the benefits of our services are compelling, then the market for our services may not develop as we anticipate, and our business will not grow.
We have a history of losses and may not achieve profitability in the future.
While we had net income of $1.7 million for the three months ended September 30, 2019, we incurred a net loss of$68.0 million for the year ended
December 31, 2018. As of September 30, 2019, we had an accumulated deficit of $354.7
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million. We will need to generate and sustain increased revenue levels in future periods while managing our costs to become profitable, and, even if we do, we may
not be able to maintain or increase our level of profitability. We intend to continue to expend significant funds to expand our sales and marketing operations,
enhance our service offerings, expand into new markets, launch new product offerings and meet the increased compliance requirements associated with our
operations as a public company. Our efforts to grow our business may be costlier than we expect, and we may not be able to increase our revenue enough to offset
our higher operating expenses. We may incur significant losses in the future for a number of reasons, including, as a result of our ongoing litigation with Oracle, the
potential for future litigation, other risks described herein, unforeseen expenses, difficulties, complications and delays and other unknown events. If we are unable
to achieve and sustain profitability, the market price of our securities may significantly decrease.
If we are unable to attract new clients or retain and/or sell additional products or services to our existing clients, our revenue growth will be adversely affected.
To increase our revenue, we must add new clients, encourage existing clients to renew or extend their agreements with us on terms favorable to us and sell
additional products and services to existing clients. As competitors introduce lower-cost and/or differentiated services that are perceived to compete with ours, or as
enterprise software vendors introduce competitive pricing or additional products and services or implement other strategies to compete with us, our ability to sell to
new clients and renew agreements with existing clients based on pricing, service levels, technology and functionality could be impaired. As a result, we may be
unable to renew or extend our agreements with existing clients or attract new clients or new business from existing clients on terms that would be favorable or
comparable to prior periods, which could have an adverse effect on our revenue and growth. In addition, certain of our existing clients may choose to license a new
or different version of enterprise software from an enterprise software vendor, and such clients’ license agreements with the enterprise software vendor will
typically include a minimum one-year mandatory maintenance and support services agreement. In such cases, it is unlikely that these clients would renew their
maintenance and support services agreements with us, at least during the early term of the license agreement. In addition, such existing clients could move to
another enterprise software vendor, product or release for which we do not offer any products or services.
If our retention rates decrease, or we do not accurately predict retention rates, our future revenue and results of operations may be harmed.
Our clients have no obligation to renew their product or service subscription agreements with us after the expiration of a non-cancellable agreement term.
In addition, the majority of our multi-year, non-cancellable client agreements are not pre-paid other than the first year of the non-cancellable service period. We
may not accurately predict retention rates for our clients. Our retention rates may decline or fluctuate as a result of a number of factors, including our clients’
decision to license a new product or release from an enterprise software vendor, our clients’ decision to move to another enterprise software vendor, product or
release for which we do not offer products or services, client satisfaction with our products and services, the acquisition of our clients by other companies, and
clients going out of business. If our clients do not renew their agreements for our products and services or if our clients decrease the amount they spend with us,
our revenue will decline and our business will suffer.
We face significant competition from both enterprise software vendors and other companies offering independent enterprise software support services, as well
as from software licensees that attempt to self-support, which may harm our ability to add new clients, retain existing clients and grow our business.
We face intense competition from enterprise software vendors, such as Oracle and SAP, who provide software support services for their own products.
Enterprise software vendors have offered discounts to companies to whom we have marketed our services. In addition, our current and potential competitors and
enterprise software vendors may develop and market new technologies that render our existing or future services less competitive or obsolete. Competition could
significantly impede our ability to sell our services on terms favorable to us and we may need to decrease the prices for our services in order to remain competitive.
If we are unable to maintain our current pricing due to competitive pressures, our margins will be reduced and our results of operations will be negatively affected.
There are also several smaller vendors in the independent enterprise software support services market with whom we compete with respect to certain of
our services. We expect competition to continue to increase in the future, particularly if we prevail in Rimini II, which could harm our ability to increase sales,
maintain or increase renewals and maintain our prices.
Our current and potential competitors may have significantly more financial, technical and other resources than we have, may be able to devote greater
resources to the development, promotion, sale and support of their products and services, have more extensive customer bases and broader customer relationships
than we have and may have longer operating histories
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and greater name recognition than we have. As a result, these competitors may be better able to respond quickly to new technologies and provide more robust
support offerings. In addition, certain independent enterprise software support organizations may have or may develop more cooperative relationships with
enterprise software vendors, which may allow them to compete more effectively over the long term. Enterprise software vendors may also offer support services at
reduced or no additional cost to their customers. In addition, enterprise software vendors may take other actions in an attempt to maintain their support service
business, including changing the terms of their customer agreements, the functionality of their products or services, or their pricing terms. For example, starting in
the second quarter of 2017 Oracle has prohibited us from accessing its support websites to download software updates on behalf of our clients who are authorized
to do so and permitted to authorize a third party to do so on their behalf. In addition, various support policies of Oracle and SAP may include clauses that could
penalize customers that choose to use independent enterprise software support vendors or that, following a departure from the software vendor’s support program,
seek to return to the software vendor to purchase new licenses or services. To the extent any of our competitors have existing relationships with potential clients for
enterprise software products and support services, those potential clients may be unwilling to purchase our services because of those existing relationships. If we
are unable to compete with such companies, the demand for our services could be substantially impacted.
Our past growth is not indicative of our future growth but if we grow rapidly, we may not be able to manage our growth effectively.
Our revenue grew from $62.6 million for the three months ended September 30, 2018 to $69.0 million for the three months ended September 30, 2019,
representing a period over period increase of 10%. Our revenue grew from $53.6 million for the three months ended September 30, 2017 to $62.6 million for the
three months ended September 30, 2018, representing a period over period increase of 17%. The period over period decline in our revenue growth rates was due in
part to covenants of our former Credit Facility that restricted our spending on sales and marketing activity that resulted in sequential reductions in new business
activity during 2017 and the first half of 2018. In addition, beginning in the second quarter of 2017 and continuing through 2018, some potential sales transactions
were adversely affected by certain competitive actions that also impacted our revenue growth. You should not consider our past growth as indicative of our future
performance. We believe growth of our revenue depends on a number of factors, including our ability to:
•
•
•
•
•

price our products and services effectively so that we are able to attract new clients and retain existing clients without compromising our
profitability;
introduce our products and services to new geographic
markets;
introduce new enterprise software products and services supporting additional enterprise software vendors, products and
releases;
satisfactorily conclude the Oracle litigation and any other litigation that may occur and our governmental inquiry;
and
increase awareness of our company, products and services on a global
basis.

We may not successfully accomplish all or any of these objectives. We plan to continue our investment in future growth. We expect to continue to expend
substantial financial and other resources on, among others:
•
•
•
•
•
•

sales and marketing efforts;
training to optimize our opportunities to overcome litigation risk concerns of our
clients;
expanding in new geographical
areas;
growing our product and service offerings and related
capabilities;
adding additional product and service offerings; and
general administration, including legal and accounting expenses related to being a public
company.

In addition, our historical rapid growth has placed and may continue to place significant demands on our management and our operational and financial
resources. Our organizational structure is becoming more complex as we add additional staff, and we will need to improve our operational, financial and
management controls, as well as our reporting systems and procedures. We will require significant capital expenditures and the allocation of valuable management
resources to grow and change in these areas without undermining our corporate culture of rapid innovation, teamwork and attention to client service that has been
central to our growth.
Our former Credit Facility, which was repaid and terminated in July 2018, included covenants that restricted our spending on sales and marketing activity
that resulted in sequential reductions in new business activity during 2017 and 2018. An October 2017 amendment allowed us to increase our sales and marketing
spending in the fourth quarter of 2017 and the first half of 2018. Due to the termination of the Credit Facility on July 19, 2018, we are no longer subject to
restrictions related to our sales and marketing spending. However, even though we have increased our sales and marketing spending over the past year, it can take
several quarters before these efforts translate to improved revenue growth rates. In addition, beginning in the
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second quarter of 2017 some potential sales transactions were adversely affected by certain actions by our competitors. As a result, our period over period growth
in revenue has decreased over time from approximately 17% for the third quarter of 2018 to 10% for the third quarter of 2019. Due to our subscription revenue
model, the impact of these matters that resulted in revenue growth of 10% for the third quarter of 2019 versus the comparable quarter in 2018 is expected to result
in relatively lower revenue growth rates at least through 2019 or longer if our investment in sales and marketing does not result in increased sales activity.
Our failure to generate significant capital or raise additional capital necessary to fund and expand our operations and invest in new services and products
could reduce our ability to compete and could harm our business.
We may need to raise additional capital beyond funds raised from our issuance and sale of Series A Preferred Stock in July 2018, March 2019 and June
2019, if we cannot fund our growth sufficiently through our operating cash flows. Should this occur, we may not be able to obtain debt or additional equity
financing on favorable terms, if at all. We are also subject to certain restrictions for future financings as discussed in the risk factor “Our Series A Preferred Stock
and Convertible Notes restrict our ability to incur certain indebtedness, and the Convertible Notes contain additional restrictions and obligations that are
currently effective or become effective upon certain events, which limit our flexibility in operating our business”. If we raise additional equity financing, which
may include the issuance and sale of additional shares of our Series A Preferred Stock, our stockholders may experience significant dilution of their ownership
interests and the per share value of our Common Stock could decline. If we engage in debt financings, the holders of the debt securities would have priority over
the holders of our Common Stock. We may also be required to accept terms that further restrict our ability to incur additional indebtedness, take other actions that
would otherwise not be in the best interests of our stockholders, or force us to maintain specified liquidity or other ratios, any of which could harm our business,
results of operations and financial condition. If we cannot raise additional capital on acceptable terms, we may not be able to, among other things:
•
•
•
•
•
•
•
•

maintain our
operations;
develop or enhance our products and
services;
continue to expand our sales and marketing
functions;
devote resources to research and development
activities;
acquire complementary technologies, products or
businesses;
expand operations, in the United States or
globally;
hire, train and retain employees; or
respond to competitive pressures or unanticipated working capital
requirements.

Our failure to do any of these things could impact our ability to grow our revenue and seriously harm our business, financial condition and results of
operations.
Our business may suffer if it is alleged or determined that our technology infringes the intellectual property rights of others.
The software industry is characterized by the existence of a large number of patents, copyrights, trademarks, trade secrets and other intellectual and
proprietary rights. Companies in the software industry are often required to defend against claims and litigation alleging infringement or other violations of
intellectual property rights. Many of our competitors and other industry participants have been issued patents and/or have filed patent applications and may assert
patent or other intellectual property rights within the industry. From time to time, we may receive threatening letters or notices alleging infringement or may be the
subject of claims that our services and underlying technology infringe or violate the intellectual property rights of others. Any allegation of infringement, whether
innocent or intentional, can adversely impact marketing, sales and our reputation.
For example, as described further in the section titled “Risk Factors-Risks Related to Litigation” above, we are engaged in litigation with Oracle relating
in part to copyright infringement claims. See the risk factor “We and our Chief Executive Officer are involved in litigation with Oracle. An adverse outcome in the
ongoing litigation could result in the payment of substantial damages and/or an injunction against certain of our business practices, either of which could have a
material adverse effect on our business and financial results” above for additional information regarding the Rimini I and Rimini II cases.
We rely on our management team and other key employees, including our Chief Executive Officer, and the loss of one or more key employees could harm our
business.
Our success and future growth depend upon the continued services of our management team, including Seth Ravin, our Chief Executive Officer, and
other key employees. Since 2008, Mr. Ravin has been under the regular care of a physician for
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kidney disease, which includes ongoing treatment. During this time, Mr. Ravin has continuously performed all of his duties as Chief Executive Officer of our
company on a full-time basis. Although Mr. Ravin’s condition has not had any impact on his performance in his role as Chief Executive Officer or on the overall
management of the Company, we can provide no assurance that his condition will not affect his ability to perform the role of Chief Executive Officer in the future.
In addition, from time to time, there may be changes in our management team resulting from the hiring or departure of executives, which could disrupt our
business. We may terminate any employee at any time, with or without cause, and any employee may resign at any time, with or without cause. We do not
maintain key man life insurance on any of our employees. The loss of one or more of our key employees could harm our business.
The failure to attract and retain additional qualified personnel could prevent us from executing our business strategy.
To execute our business strategy, we must attract and retain highly qualified personnel. We have from time to time experienced, and we expect to
continue to experience, difficulty in hiring and retaining highly skilled employees with appropriate qualifications. In particular, we have experienced an extremely
competitive hiring environment in the San Francisco Bay Area, where we have a significant amount of operations, but also face extremely competitive hiring
environments across the United States and the other countries in which we operate. Many of the companies with which we compete for experienced personnel have
greater resources than we do. In addition, in making employment decisions, job candidates often consider the value of the stock options or other equity incentives
they are to receive in connection with their employment. If the price of our stock declines or experiences significant volatility, our ability to attract or retain
qualified employees will be adversely affected. In addition, as we continue to expand into new geographic markets, there can be no assurance that we will be able
to attract and retain the required management, sales, marketing and support services personnel to profitably grow our business. If we fail to attract new personnel
or fail to retain and motivate our current personnel, our growth prospects could be severely harmed.
Because we recognize revenue from subscriptions over the term of the relevant contract, downturns or upturns in sales are not immediately reflected in full in
our results of operations.
As a subscription-based business, we recognize revenue over the service period of our contracts. As a result, much of our reported revenue each quarter
results from contracts entered into during previous quarters. Consequently, while a shortfall in demand for our products and services or a decline in new or renewed
contracts in any one quarter may not significantly reduce our revenue for that quarter, it could negatively affect our revenue in future quarters. Accordingly, the
effect of significant downturns in new sales, renewals or extensions of our service agreements will not be reflected in full in our results of operations until future
periods. Our revenue recognition model also makes it difficult for us to rapidly increase our revenue through additional sales in any period, as revenue from new
clients must be recognized over the applicable service contract term.
Failure to effectively develop and expand our marketing and sales capabilities could harm our ability to increase our client base and achieve broader market
acceptance of our products and services.
Our ability to increase our client base and achieve broader market acceptance of our products and services will depend to a significant extent on our
ability to expand our marketing and sales operations. We plan to continue expanding our sales force globally. These efforts will require us to invest significant
financial and other resources. Moreover, our sales personnel typically take an average of between nine to twelve months before any new sales personnel can
operate at the capacity typically expected of experienced sales personnel. This ramp cycle, combined with our typical six- to twelve-month sales cycle for engaged
prospects, means that we will not immediately recognize a return on this investment in our sales department. In addition, the cost to acquire clients is high due to
the cost of these marketing and sales efforts. Our business may be materially harmed if our efforts do not generate a correspondingly significant increase in
revenue. We may not achieve anticipated revenue growth from expanding our sales force if we are unable to hire, develop and retain talented sales personnel, if our
new sales personnel are unable to achieve desired productivity levels in a reasonable period of time or if our sales and marketing programs are not effective.
Interruptions to or degraded performance of our service could result in client dissatisfaction, damage to our reputation, loss of clients, limited growth and
reduction in revenue.
Our software support agreements with our clients generally guarantee a 15-minute response time with respect to certain high-priority issues. To the extent
that we do not meet the 15-minute guarantee, our clients may in some instances be entitled to liquidated damages, service credits or refunds. To date, no such
payments have been made.
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We also deliver tax, legal and regulatory updates to our clients and generally have done so faster than our competitors. If there are inaccuracies in these
updates, or if we are not able to deliver them on a timely basis to our clients, our reputation may be damaged, and we could face claims for compensation from our
clients, lose clients, or both.
Any interruptions or delays in our service, whether as a result of third-party error, our own error, natural disasters, security breaches or a result of any
other issues, whether accidental or willful, could harm our relationships with clients and cause our revenue to decrease and our expenses to increase. Also, in the
event of damage or interruption, our insurance policies may not adequately compensate us for any losses that we may incur. These factors, in turn, could further
reduce our revenue, subject us to liability, cause us to pay liquidated damages, issue credits or cause clients not to renew their agreements with us, any of which
could materially adversely affect our business.
We may experience quarterly fluctuations in our results of operations due to a number of factors, including the sales cycles for our products and services,
which makes our future results difficult to predict and could cause our results of operations to fall below expectations or our guidance.
Our quarterly results of operations have fluctuated in the past and are expected to fluctuate in the future due to a variety of factors, many of which are
outside of our control. Accordingly, the results of any one quarter should not be relied upon as an indication of future performance. Historically, our sales cycle
has been tied to the renewal dates for our clients’ existing and prior vendor support agreements for the products that we support. Because our clients make support
vendor selection decisions in conjunction with the renewal of their existing support agreements with Oracle and SAP, among other enterprise software vendors, we
have experienced an increase in business activity during the periods in which those agreements are up for renewal. Because we have introduced and intend to
continue to introduce products and services for additional software products that do not follow the same renewal timeline or pattern, our past results may not be
indicative of our future performance, and comparing our results of operations on a period-to-period basis may not be meaningful. Also, if we are unable to engage
a potential client before its renewal date for software support services in a particular year, it will likely be at least another year before we would have the
opportunity to engage that potential client again, given that such potential client likely had to renew or extend its existing support agreement for at least an
additional year’s worth of service with its existing support provider. Furthermore, our existing clients generally renew their agreements with us at or near the end
of each calendar year, so we have also experienced and expect to continue to experience heavier renewal rates in the fourth quarter. In addition to the other risks
described herein, factors that may affect our quarterly results of operations include the following:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

changes in spending on enterprise software products and services by our current or prospective
clients;
pricing of our products and services so that we are able to attract and retain
clients;
acquisition of new clients and increases of our existing clients’ use of our products and
services;
client renewal rates and the amounts for which agreements are renewed;
budgeting cycles of our
clients;
changes in the competitive dynamics of our market, including consolidation among competitors or
clients;
the amount and timing of payment for operating expenses, particularly sales and marketing expenses and employee benefit expenses, as well as the
quarterly Cash Dividends required to be made on our Series A Preferred Stock;
the amount and timing of non-cash expenses, including stock-based compensation, PIK Dividends on our Series A Preferred Stock and other non-cash
charges;
the amount and timing of costs associated with recruiting, training and integrating new
employees;
the amount and timing of cash collections from our
clients;
unforeseen costs and expenses related to the expansion of our business, operations, infrastructure and new products and services such as Application
Management Services (AMS);
the amount and timing of our legal costs, particularly related to our litigation with
Oracle;
changes in the levels of our capital expenditures; foreign currency exchange rate fluctuations;
and
general economic and political conditions in our global
markets.

We may not be able to accurately forecast the amount and mix of future product and service subscriptions, revenue and expenses, and as a result, our
results of operations may fall below our estimates or the expectations of securities analysts and investors. If our revenue or results of operations fall below the
expectations of investors or securities analysts, or below any guidance we may provide, the price of our Common Stock could decline.
Our future liquidity and results of operations may be adversely affected by the timing of new orders, the level of customer renewals and cash receipts from
customers.
Due to the collection of cash from our customers before services are provided, our revenue is recognized over future periods when there are no
corresponding cash receipts from such customers. Accordingly, our future liquidity is highly
53

dependent upon the ability to continue to attract new customers and to enter into renewal arrangements with existing customers. If we experience a decline in orders
from new customers or renewals from existing customers, our revenue may continue to increase while our liquidity and cash levels decline. Any such decline,
however, will negatively affect our revenues in future quarters. Accordingly, the effect of declines in orders from new customers or renewals from existing
customers may not be fully reflected in our results of operations and cash flows until future periods. Comparing our revenues and operating results on a period-toperiod basis may not be meaningful, as it may not be an indicator of the future sufficiency of our cash and cash equivalents to meet our liquidity requirements. You
should not rely on our past results as an indication of our future performance or liquidity.
We may be subject to additional obligations to collect and remit sales tax and other taxes, and we may be subject to tax liability, interest and/or penalties for
past sales, which could adversely harm our business.
State, local and foreign jurisdictions have differing rules and regulations governing sales, use, value-added and other taxes, and these rules and
regulations can be complex and are subject to varying interpretations that may change over time. In particular, the applicability of such taxes to our products and
services in various jurisdictions is unclear. Further, these jurisdictions’ rules regarding tax nexus are complex and can vary significantly. As a result, we could face
the possibility of tax assessments and audits, and our liability for these taxes and associated interest and penalties could exceed our original estimates. A successful
assertion that we should be collecting additional sales, use, value-added or other taxes in those jurisdictions where we have not historically done so and in which
we do not accrue for such taxes could result in substantial tax liabilities and related penalties for past sales, discourage clients from purchasing our products and
services or otherwise harm our business and results of operations.
We may need to change our pricing models to compete successfully.
We currently offer our customers support services for a fee that is equal to a percentage of the annual fees charged by the enterprise software vendor, so
changes in such vendors’ fee structures would impact the fees we would receive from our customers. If the enterprise software vendors offer deep discounts on
certain services or lower prices generally, we may need to change our pricing models or suffer adverse effect on our results of operations. In addition, we have
recently begun to offer new products and services and do not have substantial experience with pricing such products and services, so we may need to change our
pricing models for these new products and services over time to ensure that we remain competitive and realize a return on our investment in developing these new
products and services. If we do not adapt our pricing models as necessary or appropriate, our revenue could decrease and adversely affect our results of operations.
We may not be able to scale our business systems quickly enough to meet our clients’ growing needs, and if we are not able to grow efficiently, our results of
operations could be harmed.
As enterprise software products become more advanced and complex, we will need to devote additional resources to innovating, improving and expanding
our offerings to provide relevant products and services to our clients using these more advanced and complex products. In addition, we will need to appropriately
scale our internal business systems and our global operations and client engagement teams to serve our growing client base, particularly as our client
demographics expand over time. Any failure of or delay in these efforts could adversely affect the quality or success of our services and negatively impact client
satisfaction, resulting in potential decreased sales to new clients and possibly lower renewal rates by existing clients.
Even if we are able to upgrade our systems and expand our services organizations, any such expansion may be expensive and complex, requiring
financial investments, management time and attention.
We could also face inefficiencies or operational failures as a result of our efforts to scale our infrastructure. There can be no assurance that the expansion
and improvements to our infrastructure and systems will be fully or effectively implemented within budgets or on a timely basis, if at all. Any failure to efficiently
scale our business could result in reduced revenue and adversely impact our operating margins and results of operations.
We have experienced significant growth resulting in changes to our organization and structure, which if not effectively managed, could have a negative impact
on our business.
Our headcount and operations have grown in recent years. We increased the number of full-time employees from over1,080 as of December 31, 2018 to
over 1,210 as of September 30, 2019. We believe that our corporate culture has been a critical component of our success. We have invested substantial time and
resources in building our team and nurturing our culture. As we expand our business and operate as a public company, we may find it difficult to maintain our
corporate culture
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while managing our employee growth. Any failure to manage our anticipated growth and related organizational changes in a manner that preserves our culture
could negatively impact future growth and achievement of our business objectives.
In addition, our organizational structure has become more complex as a result of our significant growth. We have added employees and may need to
continue to scale and adapt our operational, financial and management controls, as well as our reporting systems and procedures. The expansion of our systems
and infrastructure may require us to commit additional financial, operational and management resources before our revenue increases and without any assurances
that our revenue will increase. If we fail to successfully manage our growth, we likely will be unable to successfully execute our business strategy, which could
have a negative impact on our business, financial condition and results of operations.
Because our long-term growth strategy involves further expansion of our sales to clients outside the United States, our business will be susceptible to risks
associated with global operations.
A significant component of our growth strategy involves the further expansion of our operations and client base outside the United States. Accordingly,
our international revenue grew from $22.3 million for the three months ended September 30, 2018 to $24.4 million for the three months ended September 30,
2019, an increase of $2.1 million or 10%. We currently have subsidiaries outside of the United States in Australia, Brazil, Dubai, France, Germany, Hong Kong,
India, Israel, Japan, Korea, Malaysia, Mexico, Netherlands, New Zealand, Singapore, Sweden, Taiwan and the United Kingdom, which focus primarily on selling
our services in those regions.
In the future, we may expand to other locations outside of the United States. Our current global operations and future initiatives will involve a variety of
risks, including:
•
•
•
•
•
•
•
•
•
•
•
•
•
•

changes in a specific country’s or region’s political or economic
conditions;
changes in regulatory requirements, taxes or trade laws such as
Brexit;
more stringent regulations relating to data security, such as where and how data can be housed, accessed and used, and the unauthorized use of, or access
to, commercial and personal information;
differing labor regulations, especially in countries and geographies where labor laws are generally more advantageous to employees as compared to the
United States, including deemed hourly wage and overtime regulations in these locations;
challenges inherent in efficiently managing an increased number of employees over large geographic distances, including the need to implement
appropriate systems, policies, benefits and compliance programs as well as hire and retain local management, sales, marketing and support personnel,
along with the ability to recapture costs to open up new geographies;
difficulties in managing a business in new markets with diverse cultures, languages, customs, legal systems, alternative dispute systems and regulatory
systems;
increased travel, real estate, infrastructure and legal compliance costs associated with global
operations;
currency exchange rate fluctuations and the resulting effect on our revenue and expenses, and the cost and risk of entering into hedging transactions if we
choose to do so in the future;
limitations on our ability to reinvest earnings from operations in one country to fund the capital needs of our operations in other
countries;
laws and business practices favoring local competitors or general preferences for local
vendors;
limited or insufficient intellectual property
protection;
political instability or terrorist activities;
exposure to liabilities under anti-corruption and anti-money laundering laws, including the U.S. Foreign Corrupt Practices Act and similar laws and
regulations in other jurisdictions; and
adverse tax burdens and foreign exchange controls that could make it difficult to repatriate earnings and
cash.

Our limited experience in operating our business globally and the unique challenges of each new geography increase the risk that any potential future
expansion efforts that we may undertake will not be successful. If we invest substantial time and resources to expand our global operations and are unable to do so
successfully and in a timely manner, our business and results of operations will be adversely affected.
If we fail to forecast our revenue accurately, or if we fail to match our expenditures with corresponding revenue, our results of operations and liquidity could
be adversely affected.
Because our recent growth has resulted in the rapid expansion of our business, we do not have a long history upon which to base forecasts of future
operating revenue. In addition, the variability of the sales cycle for the evaluation and
55

implementation of our products and services, which typically has been six to twelve months once a client is engaged, may also cause us to experience a delay
between increasing operating expenses for such sales efforts, and the generation of corresponding revenue. Accordingly, we may be unable to prepare accurate
internal financial forecasts or replace anticipated revenue that we do not receive as a result of delays arising from these factors. As a result, our results of
operations and liquidity in future reporting periods may be significantly below the expectations of the public market, securities analysts or investors, which could
negatively impact the price of our Common Stock.
Consolidation in our target sales markets is continuing at a rapid pace, which could harm our business in the event that our clients are acquired and their
agreements are terminated, or not renewed or extended.
Consolidation among companies in our target sales markets has been robust in recent years, and this trend poses a risk for us. If such consolidation
continues, we expect that some of the acquiring companies will terminate, renegotiate and elect not to renew our agreements with the clients they acquire, which
may have an adverse effect on our business and results of operations.
If there is a widespread shift by clients or potential clients to enterprise software vendors, products and releases for which we do not provide software products
or services, our business would be adversely impacted.
Our current revenue is primarily derived from the provision of support services for Oracle and SAP enterprise software products. If other enterprise
software vendors, products and releases emerge to take substantial market share from current Oracle and SAP products and releases we support, and we do not
provide products or services for such vendors, products or releases, demand for our products and services may decline or our products and services may become
obsolete. Developing new products and services to address different enterprise software vendors, products and releases could take a substantial investment of time
and financial resources, and we cannot guarantee that we will be successful. If fewer clients use enterprise software products for which we provide products and
services, and we are not able to provide services for new vendors, products or releases, our business may be adversely impacted.
Delayed or unsuccessful investment in new technology, products, services and markets may harm our financial condition and results of operations.
We plan to continue investing resources in research and development in order to enhance our current product and service offerings, and other new
offerings that will appeal to clients and potential clients, for example, our partnership with Salesforce to support SaaS solutions and our plans to globally offer our
Application Management Services (AMS) for SAP products. The development of new product and service offerings could divert the attention of our management
and our employees from the day-to-day operations of our business, the new product and service offerings may not generate sufficient revenue to offset the
increased research and development expenses, they may not generate gross profit margins consistent with our current margins, and if we are not successful in
implementing the new product and service offerings, we may need to write off the value of our investment. Also, these new product and service offerings may be
in markets that are more competitive than markets for our existing product and service offerings, making it more difficult to introduce them to clients and potential
clients effectively or provide them profitably. Furthermore, if our new or modified products, services or technology do not work as intended, are not responsive to
client needs or industry or regulatory changes, are not appropriately timed with market opportunity, or are not effectively brought to market, we may lose existing
and prospective clients or related opportunities, in which case our financial condition and results of operations may be adversely impacted.
If our security measures are compromised or unauthorized access to customer data is otherwise obtained, our services may be perceived as not being secure,
customers may curtail or cease their use of our services, our reputation may be harmed, and we may incur significant liabilities. Further, we are subject to
governmental and other legal obligations related to privacy, and our actual or perceived failure to comply with such obligations could harm our business.
Our services sometimes involve accessing, processing, sharing, using, storing and transmitting proprietary information and protected data of our
customers. We rely on proprietary and commercially available systems, software, tools and monitoring, as well as other processes, to provide security for
accessing, processing, sharing, using, storing and transmitting such information. If our security measures are compromised as a result of third party action,
employee or customer error, malfeasance, stolen or fraudulently obtained log-in credentials or otherwise, our reputation could be damaged, our business and our
customers may be harmed, and we could incur significant liabilities. In particular, cyberattacks, such as phishing, continue to increase in frequency and in
magnitude generally, and these threats are being driven by a variety of sources, including nation-state sponsored espionage and hacking activities, industrial
espionage, organized crime, sophisticated organizations and hacking groups and individuals. In addition, if the security measures of our customers are
compromised, even without any actual compromise of our own systems, we may face negative publicity or reputational harm if our customers or anyone else
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incorrectly attributes the blame for such security breaches to us, our products and services, or our systems. We may also be responsible for repairing any damage
caused to our customers’ systems that we support, and we may not be able to make such repairs in a timely manner or at all. We may be unable to anticipate or
prevent techniques used to obtain unauthorized access or to sabotage systems because they change frequently and generally are not detected until after an incident
has occurred. As we increase our customer base and our brand becomes more widely known and recognized, we may become more of a target for third parties
seeking to compromise our security systems or gain unauthorized access to our customers’ proprietary and protected data.
Many governments have enacted laws requiring companies to notify individuals of data security incidents involving certain types of personal data. In
addition, some of our customers contractually require notification of any data security compromise. Security compromises experienced by our customers, by our
competitors or by us may lead to public disclosures, which may lead to widespread negative publicity. Any security compromise in our industry, whether actual or
perceived, could harm our reputation, erode customer confidence in the effectiveness of our security measures, negatively impact our ability to attract new
customers, cause existing customers to elect not to renew their agreements with us, or subject us to third party lawsuits, government investigations, regulatory fines
or other action or liability, all or any of which could materially and adversely affect our business, financial condition and results of operations.
We cannot assure you that any limitations of liability provisions in our contracts for a security breach would be enforceable or adequate or would
otherwise protect us from any such liabilities or damages with respect to any particular claim. We also cannot be sure that our existing general liability insurance
coverage and coverage for errors or omissions will continue to be available on acceptable terms or will be available in sufficient amounts to cover one or more
claims, or that the insurer will not deny coverage as to any future claim. The successful assertion of one or more claims against us that exceed available insurance
coverage, or the occurrence of changes in our insurance policies, including premium increases or the imposition of substantial deductible or co-insurance
requirements, could have a material adverse effect on our business, financial condition and results of operations.
As a global company, we are subject to the laws and regulations of numerous jurisdictions worldwide regarding the accessing, processing, sharing, using,
storing, transmitting, disclosure and protection of personal data, the scope of which are constantly changing, subject to differing interpretation, and may be
inconsistent between countries or in conflict with other laws, legal obligations or industry standards. For example, the General Data Protection Regulation
(GDPR), which came into effect in the European Union (EU) on May 25, 2018, creates a broad range of new compliance requirements and imposes substantial
penalties for non-compliance, including possible fines of up to 4% of global annual revenue for the preceding financial year or€20 million (whichever is higher)
for the most serious infringements. We will also be subject to the requirements of the California Consumer Privacy Act in 2020, which adds to the range of new
compliance requirements. We generally comply with industry standards and strive to comply with all applicable laws and other legal obligations relating to privacy
and data protection, but it is possible that these laws and legal obligations may be interpreted and applied in a manner that is inconsistent from one jurisdiction to
another and may conflict with industry standards or our practices. Compliance with such laws and other legal obligations may be costly and may require us to
modify our business practices, which could adversely affect our business and profitability. Any failure or perceived failure by us to comply with these laws,
policies or other obligations may result in governmental enforcement actions or litigation against us, potential fines and other expenses related to such
governmental actions, result in an order requiring that we change our data practices or business practices, and could cause our customers to lose trust in us, any of
which could have an adverse effect on our business.
If our products and services fail due to defects or similar problems, and if we fail to correct any defect or other software problems, we could lose clients,
become subject to service performance or warranty claims or incur significant costs.
Our products and services and the systems infrastructure necessary for the successful delivery of our products and services to clients are inherently
complex and may contain material defects or errors. We have from time to time found defects in our products and services and may discover additional defects in
the future. In particular, we have developed our own tools and processes to deliver comprehensive tax, legal and regulatory updates tailored for each client, which
we endeavor to deliver to our clients in a shorter timeframe than our competitors, which may result in an increased risk of material defects or errors. We may not
be able to detect and correct defects or errors before clients begin to use our products and services. Consequently, defects or errors may be discovered after our
products and services are provided and used. These defects or errors could also cause inaccuracies in the data we collect and process for our clients, or even the
loss, damage or inadvertent release of such confidential data. Even if we are able to implement fixes or corrections to our tax, legal and regulatory updates in a
timely manner, any history of defects or inaccuracies in the data we collect for our clients, or the loss, damage or inadvertent release of such confidential data could
cause our reputation to be harmed, and clients may elect not to renew, extend or expand their agreements with us and subject us to service performance credits,
warranty or other claims or increased insurance costs. The
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costs associated with any material defects or errors in our products and services or other performance problems may be substantial and could materially adversely
affect our financial condition and results of operations.
We are an emerging growth company within the meaning of the Securities Act, and if we take advantage of certain exemptions from reporting and disclosure
requirements available to emerging growth companies, this could make our securities less attractive to investors and may make it more difficult to compare
our performance with other public companies.
We are an “emerging growth company” within the meaning of the Securities Act, as modified by the JOBS Act, and we may take advantage of certain
exemptions from various reporting and disclosure requirements that are applicable to other public companies that are not emerging growth companies including,
but not limited to, not being required to comply with the auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations
regarding executive compensation in our periodic reports and proxy statements, and exemptions from the requirements of holding a nonbinding advisory vote on
executive compensation and shareholder approval of any golden parachute payments not previously approved. As a result, our shareholders may not have access to
certain information they may deem important. We expect to continue to have such reporting status until the end of 2020. We cannot predict whether investors will
find our securities less attractive because we will rely on these exemptions. If some investors find our securities less attractive as a result of our reliance on these
exemptions, the market prices of our securities may be lower than they otherwise would be, there may be a less active trading market for our securities and the
market prices of our securities may be more volatile.
Further, Section 102(b)(1) of the JOBS Act exempts emerging growth companies from being required to comply with new or revised financial accounting
standards until private companies (that is, those that have not had a Securities Act registration statement declared effective or do not have a class of securities
registered under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) are required to comply with the new or revised financial accounting
standards. The JOBS Act provides that a company can elect to opt out of the extended transition period and comply with the requirements that apply to nonemerging growth companies but any such election to opt out is irrevocable. We have elected not to opt out of such extended transition period, which means that
when a standard is issued or revised and it has different application dates for public or private companies, we, as an emerging growth company, can adopt the new
or revised standard at the time private companies adopt the new or revised standard. This may make comparison of our financial statements with certain other
public companies difficult or impossible because of the potential differences in accounting standards used.
If we are not able to maintain an effective system of internal control over financial reporting, current and potential investors could lose confidence in our
financial reporting, which could harm our business and have an adverse effect on our stock price.
As reported in prior years, we have had material weaknesses in our internal control over financial reporting. In connection with the audit of our
consolidated financial statements for the years ended December 31, 2016 and 2015, management determined that we had several material weaknesses in our
internal control over financial reporting. The material weaknesses related to the following:
•
•
•
•

inadequate controls in relation to recognition of liabilities for embedded derivatives in connection with our former Credit Facility
(2016);
inadequate controls in relation to revenue recognition from support service sales contracts whereby RSI incorrectly accounted for multi-year, noncancellable support service sales contracts as a single delivery arrangement and incorrectly accounting for revenue for certain non-standard contract
provisions (2015 and 2016);
various sales tax control matters related to manual processes and determination of tax liabilities in certain states (2015);
and
inadequate controls for accrual of loss contingencies related to RSI’s litigation with Oracle
(2015).

Although we remediated these material weaknesses during the years ended December 31, 2017 and 2016, we cannot provide assurance that material
weaknesses in our internal control over financial reporting will not be identified in the future.
For the year ended December 31, 2018, our management was required to conduct an annual evaluation of our internal control over financial reporting and
include a report of management on our internal control in our annual report on Form 10-K. As of December 31, 2018, we have concluded that our internal control
over financial reporting was effective.
With respect to controls over revenue accounting procedures, we intend to continue to work on automating our processes, especially around the new
FASB revenue accounting standard, as well as to continue to enhance our review processes around new and renewal contracts. In addition, we will be required to
have our independent public accounting firm
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attest to and report on management’s assessment of the effectiveness of our internal control over financial reporting when we cease qualifying as an “emerging
growth company” pursuant to the JOBS Act. If we are unable to conclude that we have effective internal control over financial reporting or, if our independent
auditors are unable to provide us with an attestation and an unqualified report as to the effectiveness of our internal control over financial reporting, investors could
lose confidence in the reliability of our financial statements, which could result in a decrease in the value of our securities. For further information regarding our
controls and procedures, see Part I, Item 4 of this Report.
Economic uncertainties or downturns in the general economy or the industries in which our clients operate could disproportionately affect the demand for our
products and services and negatively impact our results of operations.
General worldwide economic conditions have experienced significant fluctuations in recent years, and market volatility and uncertainty remain
widespread. As a result, we and our clients find it extremely difficult to accurately forecast and plan future business activities. In addition, these conditions could
cause our clients or prospective clients to reduce their IT budgets, which could decrease corporate spending on our products and services, resulting in delayed and
lengthened sales cycles, a decrease in new client acquisition and loss of clients. Furthermore, during challenging economic times, our clients may face issues with
their cash flows and in gaining timely access to sufficient credit or obtaining credit on reasonable terms, which could impair their ability to make timely payments
to us, impact client renewal rates and adversely affect our revenue. If such conditions occur, we may be required to increase our reserves, allowances for doubtful
accounts and write-offs of accounts receivable, and our results of operations would be harmed. We cannot predict the timing, strength or duration of any economic
slowdown or recovery, whether global, regional or within specific markets. If the conditions of the general economy or markets in which we operate worsen, our
business could be harmed. In addition, even if the overall economy improves, the market for our products and services may not experience growth. Moreover,
recent events, including the United Kingdom’s 2016 vote in favor of exiting the European Union (“Brexit”), change in U.S. trade policies and responsive changes
in policy by foreign jurisdictions, and similar geopolitical developments and uncertainty in the European Union and elsewhere have increased levels of political
and economic unpredictability globally, and may increase the volatility of global financial markets and the global and regional economies.
If we fail to enhance our brand, our ability to expand our client base will be impaired and our financial condition may suffer.
We believe that our development of the Rimini Street brand is critical to achieving widespread awareness of our products and services, and as a result, is
important to attracting new clients and maintaining existing clients. We also believe that the importance of brand recognition will increase as competition in our
market increases. Successful promotion of our brand will depend largely on the effectiveness of our marketing efforts and on our ability to provide reliable
products and services at competitive prices, as well as the outcome of our ongoing litigation with Oracle. Brand promotion activities may not yield increased
revenue, and even if they do, any increased revenue may not offset the expenses we incurred in building our brand. If we fail to successfully promote and maintain
our brand, our business could be adversely impacted.
If we fail to adequately protect our proprietary rights, our competitive position could be impaired and we may lose valuable assets, experience reduced revenue
and incur costly litigation to protect our rights.
Our success is dependent, in part, upon protecting our proprietary products, services, knowledge, software tools and processes. We rely on a combination
of copyrights, trademarks, service marks, trade secret laws and contractual restrictions to establish and protect our proprietary rights. However, the steps we take to
protect our intellectual property may be inadequate. We will not be able to protect our intellectual property if we are unable to enforce our rights or if we do not
detect unauthorized use of our intellectual property. Any of our copyrights, trademarks, service marks, trade secret rights or other intellectual property rights may
be challenged by others or invalidated through administrative process or litigation. Furthermore, legal standards relating to the validity, enforceability and scope of
protection of intellectual property rights are uncertain. Despite our precautions, it may be possible for unauthorized third parties to copy or use information that we
regard as proprietary to create products and services that compete with ours. In addition, the laws of some countries do not protect proprietary rights to the same
extent as the laws of the United States. To the extent we expand our global activities, our exposure to unauthorized copying and use of our processes and software
tools may increase.
We enter into confidentiality and invention assignment agreements with our employees and consultants and enter into confidentiality agreements with the
parties with whom we have strategic relationships and business alliances. No assurance can be given that these agreements will be effective in controlling access to
and distribution of our proprietary intellectual property. Further, these agreements may not prevent our competitors from independently developing products and
services that are substantially equivalent or superior to our products and services.
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There can be no assurance that we will receive any patent protection for our proprietary software tools and processes. Even if we were to receive patent
protection, those patent rights could be invalidated at a later date. Furthermore, any such patent rights may not adequately protect our processes, our software tools
or prevent others from designing around our patent claims.
In order to protect our intellectual property rights, we may be required to spend significant resources to monitor and protect these rights. Litigation may
be necessary in the future to enforce our intellectual property rights and to protect our trade secrets. Litigation brought to protect and enforce our intellectual
property rights could be costly, time consuming and distracting to management and could result in the impairment or loss of portions of our intellectual property.
Furthermore, our efforts to enforce our intellectual property rights may be met with defenses, counterclaims and countersuits attacking the validity and
enforceability of our intellectual property rights. Our inability to protect our products, processes and software tools against unauthorized copying or use, as well as
any costly litigation or diversion of our management’s attention and resources, could delay further sales or the implementation of our products and services, impair
the functionality of our products and services, delay introductions of new products and services, result in our substituting inferior or more costly technologies into
our products and services, or injure our reputation.
We may not be able to use a significant portion of our net operating loss carryforwards, which could adversely affect our profitability.
We have U.S. federal and state net operating loss carryforwards due to prior period losses, which could expire unused and be unavailable to offset future
income tax liabilities, which could adversely affect our profitability.
In addition, under Section 382 of the Internal Revenue Code of 1986, as amended (the “Code”), our ability to utilize net operating loss carryforwards or
other tax attributes in any taxable year may be limited if we experience an “ownership change.” A Section 382 “ownership change” generally occurs if one or
more stockholders or groups of stockholders who own at least 5% of our stock increase their ownership by more than 50 percentage points over their lowest
ownership percentage within a rolling three-year period. Similar rules may apply under state tax laws in the United States. While our ownership changes to date
have not triggered any limitations under Section 382, it is possible that any future ownership changes or issuances of our capital stock, could have a material effect
on the use of our net operating loss carryforwards or other tax attributes, which could adversely affect our profitability.
We are a multinational organization faced with increasingly complex tax issues in many jurisdictions, and we could be obligated to pay additional taxes in
various jurisdictions.
As a multinational organization, we may be subject to taxation in several jurisdictions worldwide with increasingly complex tax laws, the application of
which can be uncertain. Significant judgment is required in determining our worldwide provision for income taxes. In the ordinary course of our business, there are
many transactions and calculations where the ultimate tax determination is uncertain. As such, our results may differ from previous estimates and may materially
affect our financial position.
The amount of taxes we pay in jurisdictions in which we operate could increase substantially as a result of changes in the applicable tax principles,
including increased tax rates, new tax laws or revised interpretations of existing tax laws and precedents, which could have a material adverse effect on our
liquidity and results of operations. In addition, the authorities in these jurisdictions could review our tax returns and impose additional tax, interest and penalties,
and the authorities could claim that various withholding requirements apply to us or our subsidiaries or assert that benefits of tax treaties are not available to us or
our subsidiaries, any of which could have a material impact on us and the results of our operations.
Future acquisitions, strategic investments, partnerships or alliances could be difficult to identify and integrate, divert the attention of management, disrupt our
business, dilute stockholder value and adversely affect our financial condition and results of operations.
We may in the future seek to acquire or invest in businesses, products or technologies that we believe could complement or expand our services, enhance
our technical capabilities or otherwise offer growth opportunities. The pursuit of potential acquisitions may divert the attention of management and cause us to
incur various expenses in identifying, investigating and pursuing suitable acquisitions, whether or not the acquisition purchases are completed. If we acquire
businesses, we may not be able to integrate successfully the acquired personnel, operations and technologies, or effectively manage the combined business
following the acquisition. We may not be able to find and identify desirable acquisition targets or be successful in entering into an agreement with any particular
target or obtain adequate financing to complete such
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acquisitions. Acquisitions could also result in dilutive issuances of equity securities or the incurrence of debt, which could adversely affect our results of
operations. In addition, if an acquired business fails to meet our expectations, our business, financial condition and results of operations may be adversely affected.
Failure to comply with laws and regulations could harm our business.
Our business is subject to regulation by various global governmental agencies, including agencies responsible for monitoring and enforcing employment
and labor laws, workplace safety, environmental laws, consumer protection laws, anti-bribery laws, import/export controls, securities laws and tax laws and
regulations. For example, transfer of certain software outside of the United States or to certain persons is regulated by export controls.
In certain jurisdictions, these regulatory requirements may be more stringent than those in the United States. Noncompliance with applicable regulations
or requirements could subject us to investigations, sanctions, mandatory recalls, enforcement actions, disgorgement of profits, fines, damages, civil and criminal
penalties or injunctions and may result in our inability to provide certain products and services to prospective clients or clients. If any governmental sanctions are
imposed, or if we do not prevail in any possible civil or criminal litigation, or if clients made claims against us for compensation, our business, financial condition
and results of operations could be harmed. In addition, responding to any action will likely result in a significant diversion of management’s attention and resources
and an increase in professional fees and costs. Enforcement actions and sanctions could further harm our business, financial condition and results of operations.
Catastrophic events may disrupt our business.
We rely heavily on our network infrastructure and information technology systems for our business operations. A disruption or failure of these systems in
the event of online attack, earthquake, fire, terrorist attack, power loss, telecommunications failure or other catastrophic event could cause system interruptions,
delays in accessing our service, reputational harm, loss of critical data or could prevent us from providing our products and services to our clients. In addition,
several of our employee groups reside in areas particularly susceptible to earthquakes, such as the San Francisco Bay Area and Japan, and a major earthquake or
other catastrophic event could affect our employees, who may not be able to access our systems or otherwise continue to provide our services to our clients. A
catastrophic event that results in the destruction or disruption of our data centers, or our network infrastructure or information technology systems, or access to our
systems, could affect our ability to conduct normal business operations and adversely affect our business, financial condition and results of operations.
Changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations and affect our reported results of
operations.
Generally accepted accounting principles in the United States are subject to interpretation by the FASB, the SEC and various bodies formed to promulgate
and interpret appropriate accounting principles. A change in accounting standards or practices can have a significant effect on our reported results and may even
affect our reporting of transactions completed before the change is effective. New accounting pronouncements and varying interpretations of accounting
pronouncements have occurred and may occur in the future. Changes to existing rules or the questioning of current practices may adversely affect our reported
financial results or the way we conduct our business.
From time to time, new accounting pronouncements are issued by the FASB or other standard setting bodies that are adopted by us as of the specified
effective date. For example in May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers, which supersedes nearly all existing
revenue recognition standards under U.S. GAAP. In addition, the FASB issued ASU No. 2016-02, Leases, in February 2016, which requires organizations that
lease assets to recognize on the balance sheet the assets and liabilities for the rights and obligations created by those leases with lease terms of more than twelve
months. For the impact on our financial position or results of operations upon adoption of recently issued accounting standards that are not yet effective and our
plans for adoption of those standards, please refer to the section titled Recent Accounting Pronouncements under Note 2 to our unaudited condensed consolidated
financial statements included in Part I, Item 1 of this Report.
Reports published by analysts, including projections in those reports that differ from our actual results, could adversely affect the price and trading volume of
our common shares.
Securities research analysts may establish and publish their own periodic projections for us. These projections may vary widely and may not accurately
predict the results we actually achieve. Our share price may decline if our actual results do not match the projections of these securities research analysts. Similarly,
if one or more of the analysts who write reports on us
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downgrades our stock or publishes inaccurate or unfavorable research about our business, our share price could decline. If one or more of these analysts ceases
coverage of us or fails to publish reports on us regularly, our share price or trading volume could decline. If no analysts commence coverage of us, the market price
and volume for our common shares could be adversely affected.
Risks Related to Capitalization Matters and Corporate Governance
Risks Related to our Preferred Stock and Common Stock, Warrants and Units
Our Series A Preferred Stock and their related Convertible Notes restrict our ability to incur certain indebtedness, and the Convertible Notes contain
additional restrictions and obligations that are currently effective or become effective upon certain events, which limit our flexibility in operating our business.
While a specified minimum number of shares of Series A Preferred Stock or, if applicable, principal amount of Convertible Notes remain outstanding,
holders owning a majority of the then outstanding shares of Series A Preferred Stock or principal outstanding under the Convertible Notes must consent to the
issuance of debt other than “permitted indebtedness” which means (i) unsecured indebtedness, (ii) indebtedness classified and accounted for as capital leases in an
aggregate amount not to exceed $3.5 million at any time outstanding, (iii) indebtedness with respect to credit cards and similar services or in respect of guarantees
to customers or suppliers in the ordinary course of business, (iv) secured indebtedness assumed when a person becomes our subsidiary, provided that such secured
indebtedness was not incurred in contemplation of such acquisition, merger or consolidation, such liens do not attach to our assets other than the assets subject to
such lien at the time of the transaction, and in any event does not exceed $3.0 million at any time outstanding, and (v) indebtedness secured by a lien not to exceed
$1.0 million at any time outstanding, which (i) through (v) in the aggregate may not exceed the greater of (x)$20.0 million or (y) 5% of U.S. GAAP revenue
(calculated on a quarterly basis as set forth in our annual report on Form 10-K or our quarterly reports on Form 10-Q, as applicable), for the 12 month period
ending at the quarter-end immediately prior to the incurrence of such indebtedness.
The Convertible Notes contain customary covenants, including among others, a prohibition on the disposal (by merger, consolidation, liquidation or
otherwise) of all or any part of our business, assets or property, subject to certain exceptions (i.e., sales of inventory in the ordinary course of business, nonexclusive licenses, etc.), and from the date upon which there is a redemption event causing redemption obligations to become principal under the Convertible
Notes, restrictions on our ability to make certain payments with respect to its capital stock, subordinated and unsecured indebtedness and, at the option of a holder
of a Convertible Note, requirements to deliver certain financial information to the holders at specified intervals, among others.
Upon the occurrence of an event of default under the Convertible Notes, the Noteholders would have the right to accelerate all of our obligations under
the Convertible Notes, which obligations will immediately become due and payable. If such acceleration occurs prior to July 19, 2021, the Noteholders will also
be entitled to a make-whole premium that provides full yield maintenance as if the Convertible Notes were held for a full three years through that date.
The terms of the Convertible Notes may impact our alternatives to finance its business, which could limit its ability to fund its growth. Further, full
acceleration of the Convertible Notes may occur at a time when we are unable to pay all obligations, and thus subjecting us to the risk of liquidation or bankruptcy
if such acceleration occurs.
The price of our Common Stock, warrants and units may be volatile.
The price of our Common Stock, warrants and units may fluctuate due to a variety of factors, including:
•
•
•
•
•
•
•

developments in our continuing litigation with
Oracle;
actions that may be taken by our holders of Series A Preferred Stock and the Convertible
Notes;
any future equity or debt financing by
us;
our ability to pay cash dividends payable on our Series A Preferred Stock or to effectively service any outstanding debt
obligations;
the announcement of new products or product enhancements by us or our
competitors;
developments concerning intellectual property rights;
changes in legal, regulatory and enforcement frameworks impacting our
products;
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•
•
•
•
•
•
•
•
•
•

developments in the governmental inquiry instituted in March 2018 and any legal proceedings instituted involving us, if any, from such
inquiry;
variations in our and our competitors’ results of
operations;
the addition or departure of key personnel;
announcements by us or our competitors of acquisitions, investments or strategic
alliances;
actual or anticipated fluctuations in our quarterly and annual results and those of other public companies in our
industry
the level and changes in our year-over-year revenue growth
rate;
the failure of securities analysts to publish research about us, or shortfalls in our results of operations compared to levels forecast by securities
analysts;
any delisting of our Common Stock from Nasdaq Global Market (“Nasdaq”) due to any failure to meet listing
requirements;
our Public Warrants and units are quoted on the OTC Pink Current Information Marketplace which is a significantly more limited market than Nasdaq;
and
the general state of the securities
market.
These market and industry factors may materially reduce the market price of our Common Stock, regardless of our operating performance.

Our preferred stockholders and certain of our common stockholders can exercise significant control, which could limit your ability to influence the outcome of
key transactions, including a change of control.
Based on the number of shares of Common Stock and convertible Series A Preferred Stock outstanding as of September 30, 2019, twelve of our
stockholders have aggregate voting power of 81.5% of our outstanding capital stock. As of September 30, 2019, on an as-converted basis, (i) approximately31.1%
of our outstanding voting capital stock is held by Adams Street Partners LLC and certain Adams Street fund limited partnerships (“ASP”), (ii) approximately
16.0% of our outstanding voting capital stock is beneficially owned by Seth Ravin, our Chief Executive Officer, (iii) approximately9.5% of our outstanding
voting capital stock is beneficially owned by GPIC Ltd., and (iv) the remaining holders of our Series A Preferred Stock have aggregate voting power representing
approximately 20.6% of our outstanding voting capital stock. Holders of our Series A Preferred Stock are entitled to vote their shares on an as-converted basis on
all matters submitted to a vote of stockholders and to convert their shares into Common Stock at any time, which amounts will increase as in-kind dividends are
paid through the issuance of additional shares of Series A Preferred Stock. Additionally, holders of our Series A Preferred Stock are required to approve certain
matters as a class, voting separately from the Common Stock, such as dividends or distributions on our Common Stock, purchase or redemption of our Common
Stock, certain amendments to our Certificate of Incorporation or Certificate of Designations that adversely affect the rights of the preferred stockholders, and
authorization of the creation or issuance of any pari passu or senior securities. Our directors and officers or persons affiliated with our directors and officers have
aggregate voting power of approximately 57.7% as of September 30, 2019.
As a result, these stockholders, acting together, have significant influence over all matters that require approval by our stockholders, including the election
of directors and approval of significant corporate transactions. Corporate action might be taken even if other stockholders oppose them. This concentration of
ownership might also have the effect of delaying or preventing a change of control of our company that other stockholders may view as beneficial.
Future resales of our Common Stock held by our significant stockholders or of the shares of Common Stock issuable upon conversion of the Series A
Preferred Stock may cause the market price of our Common Stock to drop significantly.
We registered for resale the shares of Common Stock issued in the Initial Private Placement, the March 2019 Private Placement and the June 2019 Private
Placement, and the shares of Common Stock issuable upon conversion of, or issued as dividends upon, the Series A Preferred Stock or Convertible Notes, and are
obligated to take certain actions to facilitate the transfer and sale of such shares. Upon such registration, the shares of Common Stock became freely salable.
Additional shares of Series A Preferred Stock are authorized for issuance and may be issued in the future, subject to substantively similar rights. The Common
Stock issuable upon conversion of our Series A Preferred Stock may represent overhang that may also adversely affect the market price of our Common Stock.
Overhang occurs when there is a greater supply of a company’s stock in the market than there is demand for that stock. When this happens, the price of our stock
will decrease, and any additional shares which stockholders attempt to sell in the market, or the perception that such sales might occur, will only further decrease
the share price. If the share volume of our Common Stock cannot absorb converted shares sold by the holders of the Series A Preferred Stock, then the value of
our Common Stock will likely decrease.
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Any sale of large amounts of our Common Stock on the open market or in privately negotiated transactions could have the effect of increasing the
volatility in the price of our Common Stock or putting significant downward pressure on the price of our Common Stock.
Any issuance of Common Stock upon conversion of the Series A Preferred Stock and/or exercise of warrants will cause dilution to existing stockholders and
may depress the market price of our Common Stock.
Each share of our Series A Preferred Stock is initially convertible, at the option of the holders, into100 shares of our Common Stock (subject to
appropriate adjustment in the event of a stock split, stock dividend, combination or other similar recapitalization) for an aggregate of 15.4 million shares of
Common Stock as of September 30, 2019 for the Series A Preferred Stock and is generally convertible at a conversion price equal to the quotient of its liquidation
preference and $10.00. The Series A Preferred Stock also has a payment-in-kind dividend that will increase the number of shares of Common Stock into which the
Series A Preferred Stock will be convertible while it remains outstanding. We have the right to convert outstanding Series A Preferred Stock into Common Stock
after July 19, 2021 if our volume weighted average stock price for at least 30 trading days of the 45 consecutive trading days immediately preceding such
conversion is greater than $11.50 per share. We can exercise this right to convert twice per calendar year for a maximum number of shares of Common Stock that
has publicly traded over the 60 consecutive trading days prior to the conversion date (less any shares of Common Stock that have been issued pursuant to any such
conversion during such 60-day period).
The issuance of Common Stock upon conversion of the Series A Preferred Stock may result in immediate and substantial dilution to the interests of our
Common Stock holders since the holders of the Series A Preferred Stock may ultimately receive and sell all of shares issuable in connection with the conversion of
such Series A Preferred Stock.
Further, the issuance of Common Stock upon exercise of warrants may result in immediate and substantial dilution to the equity interests of our existing
common stockholders and might result in dilution in the tangible net book value of a share of a Common Stock, depending upon the price on which the additional
shares are issued.
We do not currently intend to pay dividends on our Common Stock and, consequently, the ability to achieve a return on investment in our Common Stock will
depend on appreciation in the price of our Common Stock.
We have not paid any cash dividends on our Common Stock to date. The payment of any cash dividends on our Common Stock will be dependent upon
our revenue, earnings and financial condition from time to time. The payment of any dividends will be within the discretion of our Board of Directors and, in
certain circumstances, would require us to obtain the consent of and to pay a corresponding dividend to holders of our shares of Series A Preferred Stock. It is
presently expected that except for the cash dividends we are obligated to pay to the holders of our Series A Preferred Stock, we will retain all earnings for use in
our business operations and, accordingly, it is not expected that our Board of Directors will declare any dividends on our Common Stock in the foreseeable future.
Our ability to declare dividends on our Common Stock may also be limited by the terms of financing and other agreements entered into by us or our subsidiaries
from time to time. Therefore, you are not likely to receive any dividends on your Common Stock for the foreseeable future and the success of an investment in
shares of our Common Stock will depend upon any future appreciation in its value. Consequently, investors may need to sell all or part of their holdings of our
Common Stock after price appreciation, which may never occur, as the only way to realize any future gains on their investment. There is no guarantee that shares
of our Common Stock will appreciate in value or even maintain the price at which our stockholders have purchased their shares.
The DGCL and our certificate of incorporation and bylaws and certificate of designations of our Series A Preferred Stock contain certain provisions,
including anti-takeover provisions that limit the ability of stockholders to take certain actions and could delay or discourage takeover attempts that
stockholders may consider favorable.
Our certificate of incorporation and bylaws, and Delaware General Corporation Law (the "DGCL"), contain provisions that could have the effect of
rendering more difficult, delaying, or preventing an acquisition deemed undesirable by our Board of Directors and therefore depress the trading price of our
Common Stock. These provisions could also make it difficult for stockholders to take certain actions, including electing directors who are not nominated by the
current members of our Board of Directors or taking other corporate actions, including effecting changes in our management. Among other things, our certificate
of incorporation and bylaws include provisions regarding:
•
•

a classified Board of Directors with three-year staggered terms, which could delay the ability of stockholders to change the membership of a majority of
our Board of Directors;
the ability of our Board of Directors to issue shares of preferred stock, including “blank check” preferred stock, and to determine the price and other terms
of those shares, including preferences and voting rights, without stockholder
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•
•
•
•
•
•
•

•
•

approval, which could be used to significantly dilute the ownership of a hostile acquirer, pursuant to which we have issued Series A Preferred Stock
entitled to receive a liquidation preference and certain amounts in connection with a change of control of the Company and other similar extraordinary
transactions;
the limitation of the liability of, and the indemnification of our directors and
officers;
the exclusive right of our Board of Directors to elect a director to fill a vacancy created by the expansion of the Board of Directors or the resignation,
death or removal of a director, which prevents stockholders from being able to fill vacancies on our Board of Directors;
the requirement that directors may only be removed from our Board of Directors for
cause;
a prohibition on common stockholder action by written consent, which forces common stockholder action to be taken at an annual or special meeting of
stockholders and could delay the ability of stockholders to force consideration of a stockholder proposal or to take action, including the removal of
directors;
the requirement that a special meeting of stockholders may be called only by our Board of Directors, the chairperson of our Board of Directors, our chief
executive officer or our president (in the absence of a chief executive officer), which could delay the ability of stockholders to force consideration of a
proposal or to take action, including the removal of directors;
controlling the procedures for the conduct and scheduling of Board of Directors and stockholder
meetings;
the requirement for the affirmative vote of holders of at least 66 2/3% of the voting power of all of the then outstanding shares of the voting stock, voting
together as a single class, to amend, alter, change or repeal any provision of our certificate of incorporation or our bylaws, which could preclude
stockholders from bringing matters before annual or special meetings of stockholders and delay changes in our Board of Directors and also may inhibit
the ability of an acquirer to effect such amendments to facilitate an unsolicited takeover attempt;
the ability of our Board of Directors to amend the bylaws, which may allow our Board of Directors to take additional actions to prevent an unsolicited
takeover and inhibit the ability of an acquirer to amend the bylaws to facilitate an unsolicited takeover attempt; and
advance notice procedures with which stockholders must comply to nominate candidates to our Board of Directors or to propose matters to be acted upon
at a stockholders’ meeting, which could preclude stockholders from bringing matters before annual or special meetings of stockholders and delay changes
in our Board of Directors and also may discourage or deter a potential acquirer from conducting a solicitation of proxies to elect the acquirer’s own slate
of directors or otherwise attempting to obtain control of our company.
These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or changes in our Board of Directors or management.

In addition, as a Delaware corporation, we are subject to provisions of Delaware law, including Section 203 of the DGCL, which may prohibit certain
stockholders holding 15% or more of our outstanding capital stock from engaging in certain business combinations with us for a specified period of time.
Any provision of our certificate of incorporation, bylaws or DGCL that has the effect of delaying or preventing a change in control could limit the
opportunity for our stockholders to receive a premium for their shares of our capital stock and could also affect the price that some investors are willing to pay for
our Common Stock.
Our bylaws designate a state or federal court located within the State of Delaware as the sole and exclusive forum for substantially all disputes between us and
our stockholders, which could limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us or our directors, officers, stockholders,
employees or agents.
Our bylaws provide that the Court of Chancery of the State of Delaware will be the sole and exclusive forum for:
•
•
•
•

any derivative action or proceeding brought on behalf of
us;
any action asserting a claim of breach of a fiduciary duty owed to us or our stockholders by any of our directors, officers or other
employees;
any action asserting a claim against us or any of our directors, officers or employees arising out of or relating to any provision of the DGCL, our
certificate of incorporation or our bylaws; or
any action asserting a claim against us or any of our directors, officers, stockholders or employees that is governed by the internal affairs doctrine of the
Court of Chancery.

This choice of forum provision may limit a stockholder’s ability to bring a claim in a judicial forum that it finds favorable for disputes with us or any of
our directors, officers, or other employees, which may discourage lawsuits with respect to such claims. Alternatively, if a court were to find the choice of forum
provision contained in our amended and restated certificate of incorporation to be inapplicable or unenforceable in an action, we may incur additional costs
associated with
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resolving such action in other jurisdictions, which could harm our business, results of operations and financial condition. This choice of forum provision does not
apply to suits brought to enforce any liability or duty created by the Securities Act or the Exchange Act.
Other Risks Related to our Series A Preferred Stock and Convertible Notes
Our Series A Preferred Stock and related Convertible Notes have rights, preferences and privileges that are not held by, and are preferential to, the rights of
our common stockholders, which could adversely affect our liquidity and financial condition, and may result in the interests of the holders of our Series A
Preferred Stock and Convertible Notes differing from those of our common stockholders.
In the event of our liquidation, dissolution or the winding up of our affairs, the holders of our Series A Preferred Stock have the right to receive a
liquidation preference (the “Liquidation Preference”) entitling them to be paid out of our assets generally available for distribution to our equity holders, before
any payment may be made to holders of any other class or series of capital stock, in an amount equal to the greater of (i) $1,000 plus accrued but unpaid dividends
and (ii) the per share amount of all cash, securities and other property to be distributed in respect of the Common Stock such holder would have been entitled to
receive for its Series A Preferred Stock on an as-converted basis. In the event of a liquidation, dissolution or winding up of our affairs prior to July 19, 2021, the
holders of Series A Preferred Stock are entitled to a make-whole premium that provides them with full yield maintenance as if the shares of Series A Preferred
Stock were held for a full three years through that date. To the extent principal amounts become outstanding under our Convertible Notes, such notes are entitled
to similar preferential amounts upon such events.
In addition, the holders of our Series A Preferred Stock are entitled to (i) Cash Dividends of10.0% per annum payable quarterly in arrears, and (ii) PIK
Dividends of 3.0% per annum. The PIK dividend is accrued quarterly in arrears for the first five years following the issuance of the Series A Preferred Stock and
thereafter all Dividends accruing on such Series A Preferred Stock will be payable in cash at a rate of 13.0% per annum. To the extent principal amounts become
outstanding under our Convertible Notes, such Convertible Notes are entitled to substantially the same payments in the form of interest (in lieu of dividends)
payments.
Further, the holders of our Series A Preferred Stock also have redemption rights upon the occurrence of certain events upon which obligations in respect
of the Series A Preferred Stock become principal amounts under the Convertible Notes. Specifically, the Series A Preferred Stock is mandatorily redeemable,
upon the election by the holders of a majority of the then-outstanding shares of Series A Preferred Stock, on or after July 19, 2023 at a redemption price per share
equal to the sum of (i) the Liquidation Preference per share plus (ii) an amount per share equal to accrued but unpaid dividends not previously added to the
Liquidation Preference on such share of Series A Preferred Stock (the “Redemption Amount”). Any and all then-outstanding liquidation value of the Series A
Preferred Stock plus any capitalized or unpaid accrued Dividends not previously included in the Liquidation Preference (the “Redemption Amount”) will be repaid
in full in cash on such redemption date or satisfied in the form of obligations under the Convertible Notes issued concurrently with the issuance of the Series A
Preferred Stock to collateralize amounts, if any, that may become payable by us pursuant to certain redemption provisions of the shares of Series A Preferred
Stock. The Series A Preferred Stock will also become mandatorily redeemable by the holders at any time upon the reasonable determination of the holders of a
majority of the Series A Preferred Stock then outstanding of the occurrence of a Material Adverse Effect or upon a Material Litigation Effect (as such terms are
defined in the Certificate of Designations for the Series A Preferred Stock), with the Redemption Amounts automatically becoming payment obligations pursuant
to the Convertible Notes with a concurrent cancellation of the shares of the Series A Preferred Stock.
Finally, prior to or on July 19, 2021, we will have the right to redeem up to$80.0 million of shares of the Series A Preferred Stock for cash amounts equal
to the Redemption Amount which would include a make-whole premium that provides the holders thereof with full yield maintenance as if the Series A Preferred
Stock was held for three years after the initial issuance of the Series A Preferred Stock through that date, subject to certain conditions and limitations. After such
time, we will have the right to redeem shares of Series A Preferred Stock for a cash per share amount equal to the Redemption Amount subject to certain
conditions.
These Dividend and Redemption Amount payment obligations could impact our liquidity and reduce the amount of cash flows available for working
capital, capital expenditures, growth opportunities, acquisitions, and other general corporate purposes. Our obligations to the holders of Series A Preferred Stock
could also limit our ability to obtain additional financing or increase our borrowing costs, which could have an adverse effect on our financial condition. The
preferential rights described above could also result in divergent interests between the holders of shares of Series A Preferred Stock or Convertible Notes and the
holders of our Common Stock.
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Our ability to pay Cash Dividends on the Series A Preferred Stock may be limited under Delaware law or we may not have sufficient cash to pay Dividends to
the holders of our Series A Preferred Stock or pay our redemption obligations (and potential Convertible Note payments) due upon the occurrence of a
redemption event.
Under the DGCL, our Board of Directors may only declare and pay cash dividends on shares of our capital stock out of our statutory “surplus” (which is
the amount equal to total assets minus total liabilities, in each case at fair market value, minus statutory capital), or if there is no such surplus, out of our net profits
for the then current and/or immediately preceding fiscal year. However, even if we are permitted under Delaware law to declare and pay Cash Dividends on the
Series A Preferred Stock, we may not have sufficient cash to declare and pay Dividends in cash on the shares of Series A Preferred Stock or pay the Redemption
Amounts due upon the occurrence of certain redemption events, causing there to be outstanding obligations under the Convertible Notes. The Convertible Notes
contain customary restrictions on our ability to, among other things, make certain restricted payments with respect to our capital stock, subordinated indebtedness
and unsecured indebtedness, consummate certain mergers, consolidations or dissolutions and make certain dispositions, subject to specific exclusions. The
Convertible Notes also include customary obligations in respect of inspection, reporting, preservation of the security interest and indemnification.
Upon the occurrence of an Event of Default (as defined in the Convertible Notes), the holders of such Convertible Notes will have the right to accelerate
all of our obligations thereunder, and such obligations will become immediately due and payable. In addition, if such acceleration occurs prior to July 19, 2021, the
holders will also have the right to receive a make-whole premium thereunder.
If the indebtedness under the Convertible Notes were to be accelerated, there can be no assurance that our assets would be sufficient to repay such
indebtedness in full and we could be forced into bankruptcy or liquidation.
There is no market for the Series A Preferred Stock or Convertible Notes and their value will be directly affected by the market price of our Common Stock,
which may be volatile.
The Series A Preferred Stock has no established trading market and is not listed on any securities exchange, and we have no intention to list the Series A
Preferred Stock on any securities exchange. Additionally, the Convertible Notes issued in respect of the redemption obligations for the Series A Preferred Stock
are only transferable with the related shares of Series A Preferred Stock until certain events occur. To the extent that a secondary market for the Series A Preferred
Stock develops, we believe that the market price of the Series A Preferred Stock will be significantly affected by the market price of our Common Stock. We
cannot predict how shares of our Common Stock will trade in the future. The trading price of our Common Stock has been and is likely to continue to be volatile.
The risk factors described elsewhere or incorporated by reference herein may cause the price of our Common Stock to fluctuate. In addition, the stock market has
experienced extreme price and volume fluctuations that often have been unrelated or disproportionate to the operating performance of affected companies.
Securities class action litigation has often been instituted against companies following periods of volatility in the overall market and in the market price of a
company’s securities. These broad market fluctuations may adversely affect the market prices of our Common Stock, and, in turn, the value of the Series A
Preferred Stock and Convertible Notes.
ITEM 2. Unregistered Sales of Equity Securities and Use of Proceeds.
There were no sales of unregistered shares of the Company's securities during the quarter. The Company issued PIK Dividends as disclosed in Note 5 in
satisfaction of the Company’s obligations as previously disclosed by the Company.
ITEM 3. Defaults Upon Senior Securities.
None.
ITEM 4. Mine Safety Disclosures.
Not applicable.
ITEM 5. Other Information.
None.
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ITEM 6. Exhibits.
The following exhibits are filed as part of this Quarterly Report on Form 10-Q:
Incorporated by Reference
Exhibit
Number

Description

Form

Certification of the Chief Executive Officer required by Rule 13a31.1†
14(a) or Rule 15d-14(a).
Certification of the Chief Financial Officer required by Rule 13a31.2†
14(a) or Rule 15d-14(a).
Certification of the Chief Executive Officer required by Rule 13a32.1†
14(b) or Rule 15d-14(b) and 18 U.S.C. 1350.
Certification of the Chief Financial Officer required by Rule 13a32.2†
14(b) or Rule 15d-14(b) and 18 U.S.C. 1350.
101.INS†
XBRL Instance Document
101.SCH†
XBRL Taxonomy Extension Schema
101.CAL†
XBRL Taxonomy Extension Calculation Linkbase
101.DEF†
XBRL Taxonomy Extension Definition Linkbase
101.LAB†
XBRL Taxonomy Extension Label Linkbase
101.PRE †
XBRL Taxonomy Extension Presentation Linkbase
____________________
* Previously filed and incorporated herein by reference.
† Filed herewith.
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File No.

Exhibit

Filing Date

SIGNATURES
Pursuant to the requirements of Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned, thereunto
duly authorized.
RIMINI STREET, INC.
Date: November 7, 2019

/s/ Seth A. Ravin
Name: Seth A. Ravin
Title: Chief Executive Officer
(Principal Executive Officer)

Date: November 7, 2019

/s/ Thomas B. Sabol
Name: Thomas B. Sabol
Title: Chief Financial Officer
(Principal Financial Officer)
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EXHIBIT 31.1
CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Seth A. Ravin, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Rimini Street, Inc.;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;
(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
5.
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls over
financial reporting.
Date: November 7, 2019
/s/ Seth A. Ravin
Seth A. Ravin
Title: Chief Executive Officer
(Principal Executive Officer)

EXHIBIT 31.2
CERTIFICATION OF PERIODIC REPORT UNDER SECTION 302 OF
THE SARBANES-OXLEY ACT OF 2002
I, Thomas B. Sabol, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of Rimini Street, Inc.;

2.
Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3.
Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4.
The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities, particularly during
the period in which this report is being prepared;
(b) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s
internal control over financial reporting; and
5.
The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of registrant’s board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal controls over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal controls over
financial reporting.
Date: November 7, 2019
/s/ Thomas B. Sabol
Thomas B. Sabol
Title: Chief Financial Officer
(Principal Financial Officer)

EXHIBIT 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. 1350
(SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Seth A. Ravin, Chief Executive Officer of Rimini
Street, Inc. (the “Company”), certify, that, to the best of my knowledge:
1. The Quarterly Report on Form 10-Q of the Company for the quarterly period ended September 30, 2019 (the “Report”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: November 7, 2019

By:

/s/ Seth A. Ravin
Seth A. Ravin
Title: Chief Executive Officer
(Principal Executive Officer)

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.

EXHIBIT 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. 1350
(SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002)
Pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, I, Thomas B. Sabol, Chief Financial Officer of Rimini
Street, Inc. (the “Company”), certify, that, to the best of my knowledge:
1. The Quarterly Report on Form 10-Q of the Company for the quarterly period ended September 30, 2019 (the “Report”) fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended; and
2.

The information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

Dated: November 7, 2019

By:

/s/ Thomas B. Sabol
Thomas B. Sabol
Title: Chief Financial Officer
(Principal Financial Officer)

A signed original of this written statement required by Section 906 of the Sarbanes-Oxley Act of 2002 has been provided to the Company and will be retained by
the Company and furnished to the Securities and Exchange Commission or its staff upon request.

