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On November 17, 2014, The Rubicon Project, Inc. (“Rubicon Project”) filed a Current Report on Form 8-K (the “Original Form 8-K”) reporting
that it had closed its acquisition of iSocket, Inc. (“iSocket”). This Form 8-K/A amends the Original Form 8-K to include the historical audited financial
statements of iSocket and the unaudited pro forma condensed combined financial information required by Items 9.01(a) and 9.01(b) of Form 8-K that were
excluded from the Original Form 8-K in reliance on the instructions to such items.

Item 9.01 Financial Statements and Exhibits

(a)    Financial statements of businesses acquired 

The audited financial statements of iSocket as of and for the nine months ended September 30, 2014 and as of and for the year ended December 31, 2013 are
filed herewith as Exhibit 99.1 and incorporated by reference into this Form 8-K/A. The consent of Moss Adams LLP, iSocket’s independent auditor, is
attached as Exhibit 23.1 to this Form 8-K/A.

(b)    Pro forma financial information 

The unaudited pro forma condensed combined financial information of Rubicon Project and iSocket as of and for the nine months ended September 30, 2014
and for the year ended December 31, 2013 are filed herewith as Exhibit 99.2 and incorporated by reference into this Form 8-K/A. 

(d)     Exhibits

Exhibit 
Number  Description

23.1  Consent of Moss Adams LLP, Independent Auditor of iSocket.
99.1

 
Audited financial statements of iSocket as of and for the nine months ended September 30, 2014 and as of and for the year
ended December 31, 2013.

99.2
 

Unaudited pro forma condensed combined financial information of Rubicon Project and iSocket as of and for the nine
months ended September 30, 2014 and for the year ended December 31, 2013.



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

 

    

 
THE RUBICON PROJECT, INC.

    

  By: /s/ Brian W. Copple

   Brian W. Copple

   Secretary

Date: January 28, 2014
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23.1  Consent of Moss Adams LLP, Independent Auditor of iSocket.
99.1

 
Audited financial statements of iSocket as of and for the nine months ended September 30, 2014 and as of and for the year
ended December 31, 2013.

99.2
 

Unaudited pro forma condensed combined financial information of Rubicon Project and iSocket as of and for the nine
months ended September 30, 2014 and for the year ended December 31, 2013.



Exhibit 23.1

CONSENT OF INDEPENDENT AUDITOR

We consent to the incorporation by reference in the Registration Statements of The Rubicon Project, Inc. (Forms S-8 Nos. 333-201174 and 333-195972) of our report dated
January 27, 2015, relating to the financial statements of iSocket, Inc., which report appears in this Current Report on Form 8-K/A of The Rubicon Project, Inc.

/s/ Moss Adams LLP

San Francisco, California
January 27, 2015
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REPORT OF INDEPENDENT AUDITOR

The Board of Directors and Stockholders
iSocket, Inc.

Report on Financial Statements
We have audited the accompanying financial statements of iSocket, Inc. (the “Company”), which comprise the balance sheets  as of September 30, 2014 and
December 31, 2013, and the related statements of operations, convertible preferred stock and common stockholders’ deficit, and cash flows for the nine
months ended September 30, 2014 and the year ended December 31, 2013, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with accounting principles generally
accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether
the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected
depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of iSocket, Inc. as of September 30,
2014 and December 31, 2013, and the results of its operations and its cash flows for the nine months ended September 30, 2014 and the year ended December
31, 2013 in accordance with accounting principles generally accepted in the United States of America.

/s/ Moss Adams LLP

San Francisco, California
January 27, 2015
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iSOCKET, INC.
BALANCE SHEETS

(In thousands, except share and per share amounts)

 September 30, 2014  December 31, 2013

ASSETS    
Current assets:    

Cash and cash equivalents $ 3,158  $ 7,710
Accounts receivable, net of allowances of $2 as of September 30, 2014 and December 31, 2013 605  293
Prepaid expenses and other current assets 75  64
TOTAL CURRENT ASSETS 3,838  8,067

Property and equipment, net 26  36
Other assets, non-current 221  226
TOTAL ASSETS $ 4,085  $ 8,329
LIABILITIES, CONVERTIBLE PREFERRED STOCK AND COMMON STOCKHOLDERS’ DEFICIT    
Current liabilities:    

Accounts payable and accrued expenses $ 947  $ 522
Debt, current portion 184  389
Other current liabilities 28  87
TOTAL CURRENT LIABILITIES 1,159  998

Debt, net of current portion —  81
Other liabilities 128  137
TOTAL LIABILITIES 1,287  1,216
Commitments and contingencies (Note 9)    
Series A and B convertible preferred stock, $0.001 par value, 36,827,725 shares authorized,

36,327,131 and 35,366,498 shares issued and outstanding at September 30, 2014 and December
31, 2013, respectively; liquidation preference of $17,583 at September 30, 2014 17,405  16,909

COMMON STOCKHOLDERS’ DEFICIT    
Common stock, $0.001 par value, 90,000,000 shares authorized, 7,076,512 and 6,833,335 shares

issued and outstanding at September 30, 2014 and December 31, 2013, respectively 6  6
Additional paid-in capital 482  336
Accumulated deficit (15,095)  (10,138)
TOTAL COMMON STOCKHOLDERS’ DEFICIT (14,607)  (9,796)
TOTAL LIABILITIES, CONVERTIBLE PREFERRED STOCK AND COMMON STOCKHOLDERS’

DEFICIT $ 4,085  $ 8,329

The accompanying notes to financial statements are an integral part of these statements.

3



iSOCKET, INC.
STATEMENTS OF OPERATIONS

(In thousands)

 Nine Months Ended  Year Ended

 September 30, 2014  December 31, 2013

Revenue $ 165  $ 207
Expenses:    

Cost of revenue 37  97
Sales, technology and administrative expenses 5,041  4,352

Total expenses 5,078  4,449
Loss from operations (4,913)  (4,242)
Other (income) expense:    

Interest expense 49  107
Other (income) expense, net (6)  (26)
Total other expense, net 43  81

Loss before income taxes (4,956)  (4,323)
Provision for income taxes 1  1

Net loss $ (4,957)  $ (4,324)

The accompanying notes to financial statements are an integral part of these statements.
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iSOCKET, INC.
STATEMENTS OF CONVERTIBLE PREFERRED STOCK AND COMMON STOCKHOLDERS’ DEFICIT

(In thousands except share amounts)
 

 
Convertible

Preferred Stock  Common Stock       

 Shares  Amount  Shares  Amount  

Additional 
Paid-In 
Capital  

Accumulated 
Deficit  

Total 
Stockholders’ 

Deficit

Balance at December 31, 2012 26,720,801  $ 12,494  5,483,635  $ 5  $ 249  (5,814)  $ (5,560)
Issuance of preferred stock, net of

issuance costs 8,645,697  4,415  —  —  —  —  —

Issuance of common stock —  —  1,349,700  1  19  —  20

Stock-based compensation —  —  —  —  68  —  68

Net loss and comprehensive loss —  —  —  —  —  (4,324)  $ (4,324)

Balance at December 31, 2013 35,366,498  $ 16,909  6,833,335  $ 6  $ 336  (10,138)  $ (9,796)
Issuance of preferred stock, net of

issuance costs 960,633  496  —  —  —  —  —

Issuance of common stock —  —  243,177  —  14  —  14

Stock-based compensation —  —  —  —  132  —  132

Net loss and comprehensive loss —  —  —  —  —  (4,957)  (4,957)

Balance at Balance at September 30, 2014 36,327,131  $ 17,405  7,076,512  $ 6  $ 482  $ (15,095)  $ (14,607)

The accompanying notes to financial statements are an integral part of these statements.
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iSOCKET, INC.
STATEMENTS OF CASH FLOWS

(In thousands)

 Nine Months Ended  Year Ended

 September 30, 2014  December 31, 2013

OPERATING ACTIVITIES:    
Net loss $ (4,957)  $ (4,324)

Adjustments to reconcile net loss to net cash used in operating activities:    
Depreciation and amortization 41  53
Amortization of debt discount 16  21
Stock-based compensation 132  68
Change in fair value of preferred stock warrant liability (3)  (19)

Changes in operating assets and liabilities:    
Accounts receivable (312)  (120)
Prepaid expenses and other current assets (11)  31
Accounts payable and accrued expenses 425  163
Other current liabilities (59)  28
Other assets and liabilities (1)  (187)

Net cash used in operating activities (4,729)  (4,286)
INVESTING ACTIVITIES:    

Purchases of property and equipment (31)  (55)
Net cash used in investing activities (31)  (55)

FINANCING ACTIVITIES:    
Proceeds from issuance of convertible preferred stock, net of issuance costs 496  4,415
Proceeds from issuance of common stock 14  20
Repayment of long-term debt (302)  (361)

Net cash provided by financing activities 208  4,074
DECREASE IN CASH AND CASH EQUIVALENTS (4,552)  (267)
CASH--Beginning of period 7,710  7,977
CASH AND CASH EQUIVALENTS--End of period $ 3,158  $ 7,710

SUPPLEMENTAL DISCLOSURES OF OTHER CASH FLOW INFORMATION:    
Cash paid for income taxes $ 1  $ 1
Cash paid for interest $ 34  $ 86

The accompanying notes to financial statements are an integral part of these statements.
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ISOCKET, INC.
NOTES TO FINANCIAL STATEMENTS

Note 1—Description of Business and Basis of Presentation
Description of Business
iSocket, Inc. (the “Company”) was incorporated as a Delaware corporation in August 2009 and is headquartered in San Francisco, California.

Subsequent events were evaluated through the financial statement issuance date of January 27, 2014.

The Company provides tools for buyers and sellers to automate the direct buying and selling of premium, guaranteed ad inventory. The Company's
iSocket for Advertisers is an automated tool which allows agencies and brands to plan, negotiate, and purchase well-defined, guaranteed inventory from
premium publishers. iSocket for Publishers is a suite of sales automation and programmatic direct tools that enable publisher sales teams to manage and
streamline the direct sales process.

Basis of Presentation
The accompanying financial statements are prepared in accordance with U.S. generally accepted accounting principles (“GAAP”). The Company

operates only one legal entity.

Note 2—Summary of Significant Accounting Policies
Use of Estimates
The preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that affect the reported

amounts of assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period.    

On an ongoing basis, management evaluates its estimates, primarily those related to: (i) revenue recognition criteria, including the determination of
revenue reporting as gross versus net for the Company’s revenue arrangements, (ii) accounts receivable and allowances for doubtful accounts, (iii) the useful
lives of property and equipment, (iv) valuation of long-lived assets and their recoverability, (v) the realization of tax assets and estimates of tax liabilities,
(vi)  fair value of financial instruments, (vii) the fair value of the warrant and convertible preferred stock and (viii) assumptions used in the Black-Scholes
option pricing model to determine the fair value of stock options. These estimates are based on historical data and experience, as well as various other factors
that management believes to be 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. Estimates relating to the valuation of equity awards require the selection of appropriate
valuation methodologies and models, and significant judgment in evaluating ranges of assumptions and financial inputs. Actual results may differ materially
from those estimates under different assumptions or circumstances.

    
Revenue Recognition
The Company generates revenue from buyers and sellers who use the Company’s solutions for buying and selling advertising inventory. The

Company recognizes revenue when four basic criteria are met: (i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or services have
been rendered, (iii) the fees are fixed or determinable and (iv) collectability is reasonably assured. The Company maintains separate arrangements with each
buyer and seller either in the form of a master agreement, which specifies the terms of the relationship and access to the Company’s solution, and/or by an
insertion order which specifies price, amounts and other campaign-specific terms. The Company's solution enables buyers and sellers to negotiate and
purchase and sell advertising inventory in a programmatic or automated fashion. The Company recognizes revenue upon the completion of a transaction, that
is, when an impression has been made available to the consumer viewing a website or application, subject to satisfying all other revenue recognition criteria.
The Company assesses whether fees are fixed or determinable based on impressions delivered and the contractual terms of the arrangements. Subsequent to
the delivery of an impression, the fees are generally not subject to adjustment or refund. In certain arrangements wherein refunds or adjustments have been
granted, these amounts have historically not been material. The Company assesses collectability based on a number of factors, including the creditworthiness
of a buyer and payment and transaction history. The Company’s revenue arrangements do not include multiple deliverables.
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The Company generally bills buyers for the gross amount of advertising inventory they purchase plus fees, if any, and the Company remits to a seller
the amount spent by the buyer for the advertising inventory purchased less the Company’s fees. The Company reports revenue net of amounts it pays sellers
for the impressions they provide or the equivalent of the Company's fees, referred to as its take. The Company's accounts receivable are recorded at the
amount of gross billings to buyers, net of allowances, for the amounts it is responsible to collect. The Company's accounts payable are recorded at the amount
of gross payments to sellers for the amounts it is responsible to pay. Accordingly, the Company's accounts receivable and accounts payable balances appear
large in relation to revenue reported on a net basis.

The Company reports revenue in conformity with Revenue Recognition-Principal Agent Considerations. The determination of whether the
Company is the principal or agent, and hence whether to report revenue on a gross basis for the amount of the advertising inventory buyers purchase using
the Company’s platform, plus fees, if any, or on a net basis for the amount of fees retained by the Company or its take, requires the Company to evaluate a
number of indicators, none of which is presumptive or determinative. The Company’s solution enables buyers and sellers to purchase and sell advertising
inventory utilizing its platform and tools. Pricing and other advertising campaign terms and parameters are directly negotiated between and agreed to by the
buyer and seller using the Company's platform. In addition, the Company does not deliver ads or perform other services related to the delivery of ads during
the campaign or performance period. Finally, the Company does not purchase advertising inventory. As a result of these and other factors, the Company has
determined it is not the principal in the purchase and sale of advertising inventory in arrangements utilizing the Company's platform and therefore, the
Company reports revenue on a net basis.

Expenses
The Company classifies its expenses into two categories:

Cost of Revenue
The Company’s cost of revenue consists primarily of web hosting, bandwidth costs and supplies and materials supporting the Company’s revenue

producing platform, personnel costs and facilities-related costs.

Sales, Technology and Administrative
The Company’s sales, technology and administrative expenses consist primarily of personnel costs, including stock-based compensation and sales

bonuses and commissions associated with the Company’s sales organization, marketing expenses, such as brand marketing, travel expenses, trade shows and
marketing materials, professional services associated with ongoing development and maintenance of the Company's solution, which are expensed as
incurred, as well as accounting and legal professional services fees, facilities related costs, depreciation and amortization and other corporate-related
expenses.

Advertising Costs
              The Company expenses advertising costs as incurred. Advertising costs totaled $13,000 for the nine months ended September 30, 2014 and totaled
$58,000 for the year ended December 31, 2013.  Advertising costs are included within sales, technology and administrative expenses on the statements of
operations.

Stock-Based Compensation
Compensation expense related to employee stock-based awards is measured and recognized in the financial statements based on the fair value of the

awards granted. The fair value of each option award is estimated on the grant date using the Black-Scholes option-pricing model. Stock-based compensation
expense is recognized on a straight-line basis, net of forfeitures, over the requisite varying service periods of the awards.

Stock options issued to non-employees are accounted for at fair value determined by using the Black-Scholes option-pricing model. The Company
believes that the fair value of the stock options is more reliably measured than the fair value of the services received. The fair value of each non-employee
stock-based compensation award is re-measured each reporting period until a commitment date is reached, which is generally the vesting date.

Determining the fair value of stock-based awards at the grant date requires judgment. The Company’s use of the Black-Scholes option-pricing model
requires the input of subjective assumptions, including the fair value of the underlying common stock, the expected term of the option, the expected
volatility of the price of the Company’s common stock, risk-free interest rates and the expected dividend yield of the Company’s common stock. The
assumptions used in the Company’s option-pricing model represent management’s best estimates. These estimates involve inherent uncertainties and the
application of management’s judgment. If factors change and different assumptions are used, the Company’s stock-based compensation expense could be
materially different in the future.
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These assumptions and estimates are as follows:

Fair Value of Common Stock. The Company's Board of Directors determined the fair value of its common stock at the time of the grant of options
and restricted stock awards by considering a number of objective and subjective factors. The fair value was determined in accordance with applicable
elements of the practice aid issued by the American Institute of Certified Public Accountants titled Valuation of Privately Held Company Equity Securities
Issued as Compensation.

Risk-Free Interest Rate. The Company bases the risk-free interest rate used in the Black-Scholes option-pricing model on the yields of U.S. Treasury
securities with maturities appropriate for the term of employee stock option awards.

Expected Term. The expected term of employee stock options represents the weighted-average period that the stock options are expected to remain
outstanding. Given insufficient historical data relating to stock option exercises, to determine the expected term, the Company applies the simplified
approach, in which the expected term of an award is presumed to be the mid-point between the vesting date and the expiration date of the award.

Volatility. The Company determines the price volatility based on the historical volatilities of a publicly traded peer group over a period equivalent
to the expected term of the stock option grants.

Dividend Yield. The dividend yield assumption is based on the Company’s history and current expectations of dividend payouts. The Company has
never declared or paid any cash dividends on its common stock and does not anticipate paying any cash dividends in the foreseeable future, so the Company
used an expected dividend yield of zero.

In addition to the assumptions used in the Black-Scholes option-pricing model, the Company also estimates a forfeiture rate to calculate the stock-
based compensation expense for stock-based awards. The Company’s forfeiture rate is based on an analysis of the Company’s historical forfeitures and
estimated future forfeitures. Changes in the estimated forfeiture rate may impact the Company’s stock-based compensation expense as the cumulative effect
of adjusting the rate is recognized in the period the forfeiture estimate is changed.

The Company will continue to use judgment in evaluating the assumptions related to the Company’s stock-based compensation. Future expense
amounts for any particular period could be affected by changes in the Company’s assumptions or market conditions.

Due to the full valuation allowance provided on its net deferred tax assets, the Company has not recorded any tax benefit attributable to stock-based
awards for the nine months ended September 30, 2014 and year ended December 31, 2013.

    
Income Taxes    
Deferred income tax assets and liabilities are determined based upon the net tax effects of the differences between the Company’s financial

statements carrying amounts and the tax basis of assets and liabilities and are measured using the enacted tax rate expected to apply to taxable income in the
years in which the differences are expected to be reversed. A valuation allowance is used to reduce some or all of the deferred tax assets if, based upon the
weight of available evidence, it is more likely than not that those deferred tax assets will not be realized. The Company has established a full valuation
allowance to offset its net deferred tax assets due to the uncertainty of realizing future tax benefits from the net operating loss carryforwards and other
deferred tax assets.

The Company recognizes the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained on
examination by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in the financial statements from such
positions are then measured based on the largest benefit that has a greater than 50% likelihood of being realized. The Company recognizes interest and
penalties accrued related to its uncertain tax positions in its income tax provision in the accompanying statements of operations. To date, the Company has
not recorded any uncertain tax positions.    

Comprehensive Loss
For the nine months ended September 30, 2014, and the year ended December 31, 2013, comprehensive loss was equal to net loss. Therefore, a

separate statement of comprehensive income (loss) has not been included in the accompanying financial statements.         
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Cash and Cash Equivalents
The Company's cash and cash equivalents consist of cash on hand, demand deposit and money market accounts and overnight investments. The

Company considers cash and cash equivalents to include short-term, highly liquid investments that are readily convertible to known amounts of cash and so
near their maturity that they present insignificant risk of changes in their value, including investments with original or remaining maturities from the date of
purchase of three months or less.

Accounts Receivable Allowance for Doubtful Accounts    
Accounts receivable are recorded at the invoiced amount, are unsecured and do not bear interest. The allowance for doubtful accounts is based on

the best estimate of the amount of probable credit losses in existing accounts receivable. The allowance for doubtful accounts is determined based on
historical collection experience and the review in each period of the status of the then-outstanding accounts receivable, while taking into consideration
current customer information, subsequent collection history and other relevant data. The Company reviews the allowance for doubtful accounts on a periodic
basis. Account balances are charged off against the allowance when the Company believes it is probable the receivable will not be recovered. Bad debt
expense for the nine months ended September 30, 2014 and the twelve months ended December 31, 2013 was not significant.

Property and Equipment, Net
Property and equipment are recorded at historical cost, less accumulated depreciation and amortization. Depreciation is computed using the straight-

line method based upon the estimated useful lives of the assets. The estimated useful lives of the Company’s property and equipment are as follows:
 

  Years

Purchased software  2
Computer equipment  1
Furniture, fixtures and office equipment  1
Leasehold improvements

 
Shorter of useful

life or life of lease

Repair and maintenance costs are charged to expense as incurred, while renewals and improvements are capitalized. When assets are retired or
otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts and any resulting gain or loss is reflected in the
Company’s statements of operations.

Internal Use Software Development Costs
Software development activities generally consist of three stages, (i) the planning phase, (ii) the application and infrastructure development stage,

and (iii) the post implementation stage. To date, the Company has not met the requirements for capitalization and all internal use software development costs
have been expensed as incurred and recorded in sales, technology and administrative expenses in the statements of operations.

The Company does not transfer ownership of its software, or lease its software, to third parties.

Impairment of Long-Lived Assets
The Company assesses the recoverability of its long-lived assets when events or changes in circumstances indicate their carrying value may not be

recoverable. Such events or changes in circumstances may include: a significant adverse change in the extent or manner in which a long-lived asset is being
used, significant adverse change in the business climate that could affect the value of a long-lived asset or current or future operating or cash flow losses that
demonstrate continuing losses associated with the use of a long-lived asset. There were no such events or circumstances during the nine months ended
September 30, 2014 or the year ended December 31, 2013, and accordingly, the Company did not record any impairment charges related to long-lived assets
during these periods.

Operating Leases
The Company records rent expense for operating leases, some of which have escalating rent payments, on a straight-line basis over the lease term.

The Company begins recognition of rent expense on the date of initial possession, which is generally when the Company enters the leased premises and
begins to make improvements in preparation for its intended use. The Company accounts for the difference between the straight-line rent expense and rent
paid as a deferred rent liability. The liabilities for deferred rent as of September 30, 2014 and December 31, 2013 are not significant.    
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Convertible Preferred Stock Warrant Liability
The Company issued a warrant to purchase Series B convertible preferred stock in connection with a financing arrangement and accounts for the

warrant as a liability at fair value because the underlying shares of convertible preferred stock are contingently redeemable, including in the case of a deemed
liquidation, which may obligate the Company to transfer assets to the warrant holders. The convertible preferred stock warrant is recorded at fair value at the
time of issuance and changes in the fair value of the convertible preferred stock warrant at each reporting period are recorded as part of other income in the
Company’s statements of operations until the earlier of the exercise or expiration of the warrant or the warrant's conversion to convertible preferred stock, at
which time any remaining liability will be reclassified to additional paid-in capital.

Fair Value of Financial Instruments
Fair value represents the exchange price that would be received for an asset or paid to transfer a liability (an exit price) in the principal or most

advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. Valuation techniques used to
measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. The fair value hierarchy is based on the
following three levels of inputs, of which the first two are considered observable and the last one is considered unobservable:

• Level 1 – Quoted prices (unadjusted) in active markets for identical assets or liabilities that the Company has the ability to access at the
measurement date.

• Level 2 – Inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either directly or indirectly.

• Level 3 – Unobservable inputs.

Observable inputs are based on market data obtained from independent sources. At September 30, 2014 and December 31, 2013, the Company’s
warrant to purchase convertible preferred stock is measured using unobservable inputs that require a high level of judgment to determine fair value, and thus,
are classified as Level 3.

The carrying amounts of cash equivalents, accounts receivable, accounts payable, accrued expenses and long-term debt approximate fair value due
to the short-term nature of these instruments, and for the long-term debt, given that interest rates approximate market rates.

Concentration of Risk
Financial instruments that potentially subject the Company to concentration of credit risk consist principally of cash, cash equivalents and accounts

receivable. The Company maintains its cash and cash equivalents with a financial institution. Balances may exceed the Federal Deposit Insurance
Corporation (“FDIC”) federally insured limits.

Accounts receivable include amounts due from buyers with principal operations primarily in the United States. The Company performs ongoing
credit evaluations of its buyers.

At September 30, 2014, three buyers accounted for 37%, 13% and 12% of accounts receivable. At December 31, 2013, three buyers accounted for
27%, 19% and 16% of accounts receivable.

For the nine months ended September 30, 2014, two buyers accounted for 25% and 15% of total gross revenue. For the year ended December 31,
2013, no buyers accounted for more than 10% of total gross revenue.

Recent Accounting Pronouncements
In May 2014, the FASB issued Accounting Standards Update No. 2014-09 ("ASU 2014-09"), Revenue from Contracts with Customers, which

requires an entity to recognize the amount of revenue it expects to earn from the transfer of promised goods or services to customers. The new accounting
guidance will replace most existing GAAP revenue recognition guidance when it becomes effective. The new guidance is effective for annual reporting
periods beginning after December 15, 2016. Early adoption is not permitted. The guidance permits the use of either the retrospective or cumulative effect
transition method. The Company will evaluate the effect, if any, the guidance will have on the Company's financial statements and related disclosures. The
Company has not yet selected a transition method nor has it determined the effect of the guidance on its ongoing financial reporting.
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Note 3—Fair Value Measurements
As of September 30, 2014 and December 31, 2013, the Company had an outstanding warrant to purchase 499,533 shares of the Company's

convertible preferred stock. At September 30, 2014 and December 31, 2013, the Company’s warrant to purchase convertible preferred stock was measured
using unobservable inputs that required a high level of judgment to determine fair value, and thus, were classified as Level 3 inputs. The warrant is included
within other liabilities on the accompanying balance sheets.

The table below sets forth a summary of financial instruments that are measured at fair value on a recurring basis at September 30, 2014:

 

September 30, 2014

 Fair Value Measurements at Reporting Date Using  

  

Quoted Prices in 
Active Markets for 

Identical Assets 
(Level 1)  

Significant Other 
Observable 

Inputs (Level 2)  

Significant 
Unobservable 

Inputs (Level 3)  

 (in thousands)

Cash equivalents $ 2,460  $ 2,460  $ —  $ —
Convertible preferred stock warrant
liability $ 120  $ —  $ —  $ 120

The table below sets forth a summary of financial instruments that are measured at fair value on a recurring basis at December 31, 2013:

 

December 31, 2013

 Fair Value Measurements at Reporting Date Using  

  

Quoted Prices in 
Active Markets for 

Identical Assets 
(Level 1)  

Significant Other 
Observable 

Inputs (Level 2)  

Significant 
Unobservable 

Inputs (Level 3)  

 (in thousands)

Cash equivalents $ 7,151  $ 7,151  $ —  $ —
Convertible preferred stock warrant
liability $ 123  $ —  $ —  $ 123

The changes in the fair value of convertible preferred stock warrant are summarized below:

    Nine Months Ended  Year Ended

  September 30, 2014  December 31, 2013

  (in thousands)

Beginning balance  $ 123  $ 142
Change in value of convertible preferred stock warrant recorded in other income  $ (3)  $ (19)
Ending balance  $ 120  $ 123

The Company determined the fair value of the convertible preferred stock warrant utilizing the Black-Scholes model with the following
assumptions:

  September 30, 2014  December 31, 2013

Risk-free interest rate  0.01%  0.13%
Expected term (in years)  0.13  0.88
Estimated dividend yield  —%  —%
Estimated volatility  56.78%  43.86%
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Note 4—Accounts Payable and Accrued Expenses
Accounts payable and accrued expenses included the following:

 September 30, 2014  December 31, 2013

 (in thousands)

Accounts payable—seller $ 724  $ 356
Accounts payable—trade 198  157
Accrued employee—related payables 25  9
 $ 947  $ 522

Note 5—Long-Term Debt
In December 2011, the Company borrowed $1.0 million under a loan and security agreement with a financial institution. The funds borrowed were

for general corporate purposes of the Company. The loan is payable in monthly installments of interest only for the first six months, and thereafter, interest
and principal are payable in 30 equal monthly installments through January 2015. Interest on the debt accrues at the prime rate plus 6.25%, with a cap set at
9.5% (9.50% rate as of September 30, 2014 and December 31, 2013). The agreement is secured by substantially all of the Company's assets.

The agreement contains certain conditions of default, including a change of control default and an event of default in the event a material adverse
change occurs. In case of such an event of default, the lender would be entitled to, among other things, accelerated payment of amounts due under the term
loan and the ability to exercise all rights of a secured creditor.

The agreement requires the Company to comply with certain covenants, both affirmative and negative. Affirmative covenants include, among other
things, providing notice regarding specific events, the delivery of financial statements and compliance certificates, whereas the negative covenants restrict
the Company's ability, among other things, to sell assets, engage in mergers or acquisitions, incur, assume or permit to exist, additional indebtedness, pay
dividends, make other investments, engage in transactions with affiliates and make payments in respect to subordinated debt. As of September 30, 2014 and
December 31, 2013, the Company was in compliance with the covenants of the agreement.

Note 6—Capitalization

At September 30, 2014, the authorized capital stock of the Company consisted of 90,000,000 shares of common stock and 36,827,725 shares of
convertible preferred stock, of which 6,587,725 shares were designated Series A convertible preferred stock (“Series A preferred stock”) and 30,240,000
shares were designated Series B convertible preferred stock (“Series B preferred stock”, and together with the Series A preferred stock, referred to as
“convertible preferred stock”).

Convertible Preferred Stock    
In December 2013 and February 2014, the Company issued a total of 9,606,330 shares of Series B preferred stock at an issuance price of $0.52 per

share. The shares were issued for $5.0 million (net of $89,000 of issuance costs). In connection with the issuance of Series B preferred shares in December
2013 and February 2014, the purchasers each received 0.112396 shares of the Company's common stock (1.1 million shares in total) for each share of Series B
preferred stock purchased. To account for the common stock issued, the Company allocated $101,000 of consideration received to the issued common shares
from the $5.0 million of total proceeds and correspondingly, recorded a deemed dividend of $101,000 to the Series B preferred stock.    

At September 30, 2014, the Company’s outstanding convertible preferred stock consisted of the following:

  
Shares

Authorized  
Shares

Outstanding  
Carrying

Values  
Liquidation
Preference

  (in thousands)

Series A  6,588  6,588  $ 2,073  $ 2,104
Series B  30,240  29,739  15,332  15,479
Total  36,828  36,327  $ 17,405  $ 17,583
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At December 31, 2013, the Company’s outstanding convertible preferred stock consisted of the following:

  
Shares

Authorized  
Shares

Outstanding  
Carrying

Values  
Liquidation
Preference

  (in thousands)

Series A  6,588  6,588  $ 2,073  $ 2,104
Series B  30,240  28,779  14,836  14,979
Total  36,828  35,367  $ 16,909  $ 17,083

The rights and preferences of the convertible preferred stock are as follows:

Voting Rights: On any matters presented to the Company’s stockholders for their action or consideration, each holder of convertible preferred stock
is entitled to one vote for each share of common stock into which such holder’s shares of convertible preferred stock are then convertible. Except as provided
by law or the Certificate of Incorporation, the holders of the convertible preferred stock and common stock vote together as a single class.

Dividends: The holders of the convertible preferred stock are entitled, when, as, and if declared by the board of directors, and prior and in preference
to common stock, to dividends at the following per annum rates: $0.03 per share for Series A convertible preferred stock and $0.04 per share for Series B
convertible preferred stock. Unless declared, dividends are not payable except in the event of a liquidation, dissolution or winding up of the Company.
Dividends are non-cumulative. No dividends have been declared or paid to date.

Liquidation: In the event of any voluntary or involuntary liquidation, dissolution or winding-up of the Company or a sale of the Company, the
holders of the convertible preferred stock are entitled to receive out of the assets available for distribution to the Company’s stockholders, on a pari passu
basis prior to distribution of any assets of the Company to the holders of common stock, an amount equal to the greater of (a) the original issuance price plus
accrued but unpaid dividends, or (b) such amount as would have been payable had the convertible preferred stock converted into common stock immediately
prior to the liquidation, dissolution or winding up. If amounts available to be distributed are insufficient to pay the liquidation preferences of the convertible
preferred stock in full, then the entire assets and funds of the Company legally available for distribution will be distributed to the holders of convertible
preferred stock ratably in proportion to the preferential amount each holder would have otherwise been entitled to receive. After payment of the liquidation
preferences to the convertible preferred stock, all remaining assets are distributed to the common stock. The liquidation preference, at September 30, 2014
and December 31, 2013 for Series A and Series B preferred stock are $0.32 and $0.52 per share.

The liquidation preference provisions of the convertible preferred stock are considered contingent redemption provisions because there are certain
elements that are not solely within the control of the Company, such as a change in control of the Company. Accordingly, the Company has presented the
convertible preferred stock within the mezzanine portion of the accompanying balance sheets.

Conversion: Each outstanding share of convertible preferred stock is convertible, at the holder’s option, into shares of common stock at a conversion
rate determined by dividing the original issuance price for such share by the then conversion price for such share, subject to anti-dilution provisions. The
original issuance price and conversion price for each series of convertible preferred stock are as follows:

  
Original Issue

Price per share  
Conversion Price

per share

Series A  $ 0.32  $ 0.32
Series B  $ 0.52  $ 0.52

Each share of convertible preferred stock will automatically convert into shares of common stock at its then effective conversion rate immediately
upon the earlier of (i) the closing of a firm commitment underwritten initial public offering pursuant to an effective registration statement under the Securities
Act of 1933, as amended, covering the offer and sale of common stock at an offering price of not less than $2.08 per share and with aggregate proceeds to the
Company of not less than $30 million (prior to underwriting discounts and commissions) (ii) or upon the vote or written consent of a majority of the
convertible preferred stock holders voting together as a single class on an as-converted to common stock basis.
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Redemption: The convertible preferred stock is not redeemable at the option of the holder.

Convertible Preferred Stock Warrant

In December 2011, the Company issued a fully vested warrant to purchase 499,533 shares of the Company’s Series B convertible preferred stock at
an exercise price of $0.28 per share. The warrant was issued in connection with the Company entering into the $1.0 million loan and security agreement. The
warrant expires 10 years from the date of issuance. The fair value of the warrant at issuance was recorded as a discount to the debt and was being amortized
over the term of the loan. The warrant is included within other liabilities on the accompanying balance sheets.

Common Shares Reserved For Issuance
The Company is required to reserve and keep available out of its authorized but unissued shares of common stock such number of shares sufficient

to effect the conversion of all outstanding shares of preferred stock and the outstanding warrant, plus shares granted and available for grant under the
Company’s stock option plan.

The amount of such shares of the Company’s common stock reserved for these purposes at September 30, 2014 was as follows:

 September 30, 2014

  
Options outstanding 15,097,015
Reserved under stock award plans 2,045,122
Conversion of preferred stock 36,328,192
Warrant to purchase convertible preferred stock 499,533
Total required availability 53,969,862
 
Note 7—Stock-Based Compensation

In August 2009, the Company implemented its 2009 Equity Incentive Plan, as amended, (the “2009 Plan”), which provides for the grant of non-
statutory or incentive stock options, restricted stock bonuses, and restricted stock purchase rights to the Company’s employees, officers, directors and
consultants. The Company’s board of directors administers the 2009 Plan. Options outstanding and restricted stock vest at varying rates, but generally over
four years with 25% vesting upon completion of one year of service and the remainder vesting monthly thereafter or over four years with monthly vesting.
Options and restricted stock granted under the Plans accelerate under certain circumstances on a change in control, as defined. An aggregate of 19,138,939
shares are reserved under the 2009 Plan, of which 2,045,122 shares remained available for issuance at September 30, 2014.

Stock Options
A summary of stock option activity for the nine months ended September 30, 2014 is as follows:

 

 
Shares Under

Option  
Weighted-

Average Exercise Price  
Weighted- Average

Contractual Life  
Aggregate Intrinsic

Value

 (in thousands)      (in thousands)

Outstanding at December 31, 2013 13,006  $ 0.08     
Granted 3,709  $ 0.12     
Exercised (135)  $ 0.07     
Canceled (1,483)  $ 0.10     
Outstanding at September 30, 2014 15,097  $ 0.09  8.29 years  $ 463
Vested and expected to vest September 30, 2014 14,359  $ 0.09  8.26 years  $ 454
Exercisable at September 30, 2014 7,886  $ 0.08  7.39 years  $ 336

    
The total intrinsic value of options exercised during the nine months ended September 30, 2014 and the year ended December 31, 2013 were $7,000

and $11,000, respectively.

At September 30, 2014, the Company had unrecognized employee stock-based compensation relating to stock options of $452,000 which is
expected to be recognized over a weighted-average period of 2.3 years.
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The weighted-average grant date per share fair value of stock options granted for the nine months ended September 30, 2014 and the year ended
December 31, 2013 were $0.06 and $0.05.

The Company estimates the fair value of stock options that contain service conditions using the Black-Scholes option pricing model. The weighted-
average input assumptions used by the Company were as follows:

 Nine Months Ended  Year Ended

 September 30, 2014  December 31, 2013

Expected term (in years) 6.0  6.1
Risk-free interest rate 1.92%  1.63%
Expected volatility 51%  59%
Dividend yield —%  —%

At September 30, 2014 and December 31, 2013, there were options to purchase 236,667 and 285,000 shares of common stock outstanding,
respectively, awarded to non-employees at a weighted-average exercise price of $0.07 and $0.08 per share, respectively. These awards generally vest over 2.0
years. The Company recorded stock-based compensation of $1,300 and $3,000 for the nine months ended September 30, 2014 and the year ended
December 31, 2013, respectively, relating to these awards.

Stock-Based Compensation Expense     
Total stock-based compensation expense recorded in sales, technology and administrative costs in the accompanying statements of operations for

the nine months ended September 30, 2014 and the year ended December 31, 2013 of $132,000 and $68,000.  

Note 8—Income Taxes
The following are the components of the provision for income taxes:

  Nine Months Ended  Year Ended

  September 30, 2014  December 31, 2013

  (in thousands)

Current:     
Federal  $ —  $ —
State  1  1

Total current provision  1  1
Deferred:     

Federal  1,653  1,471
State  409  361
Change in valuation allowance  (2,062)  (1,832)

Total deferred benefit  —  —
Total provision for income taxes  $ 1  $ 1
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Set forth below is a reconciliation of the components that caused the Company’s provision for income taxes to differ from amounts computed by
applying the U.S. Federal statutory rate of 34.0% for the nine months ended September 30, 2014 and the year ended December 31, 2013:

  Nine Months Ended  Year Ended

  September 30, 2014  December 31, 2013

U.S. federal statutory income tax rate  34.0 %  34.0 %
Research and development tax credits  0.5 %  0.8 %
Permanent items  (1.1)%  (0.8)%
Change in valuation allowance  (33.4)%  (34.0)%
Effective income tax rate  — %  — %

Set forth below are the tax effects of temporary differences that give rise to a significant portion of the deferred tax assets and deferred tax liabilities
as of the nine months ended September 30, 2014 and year ended December 31, 2013:

  September 30, 2014  December 31, 2013

  (in thousands)

Deferred Tax Assets:     
Net operating loss carryovers  $ 5,371  $ 3,350
Tax credits  59  34
Stock-based compensation  40  38
Depreciation and amortization  27  20
Accruals and reserves

 1  1
Other  48  42

Total deferred tax assets  5,546  3,485
Less valuation allowance  (5,546)  (3,485)
Deferred tax assets, net of valuation allowance  —  —

Deferred Tax Liabilities:     
Total deferred tax liabilities  —  —
Net deferred tax assets  $ —  $ —

The change in valuation allowance for the nine months ended September 30, 2014 and year ended December 31, 2013 was $2.1 million and $1.8
million.

At September 30, 2014, the Company had U.S. federal net operating loss carryforwards, or “NOLs,” of approximately $12.6 million, which will begin
to expire in 2029. At September 30, 2014, the Company had state NOLs of approximately $10.4 million, which will begin to expire in 2029. At September
30, 2014, the Company had federal research and development tax credit carryforwards (“credit carryforwards”) of approximately $59,000, which will begin to
expire in 2023. Utilization of certain NOLs and credit carryforwards may be subject to an annual limitation due to ownership change limitations set forth in
the Internal Revenue Code of 1986, as amended, or the Code, and comparable state income tax laws. Any future annual limitation may result in the
expiration of NOLs and credit carryforwards before utilization. A prior ownership change and certain acquisitions resulted in the Company having NOLs
subject to insignificant annual limitations. Because of the Company’s history of tax losses, all years remain open to tax audit. The Company has not recorded
any unrecognized tax benefits.
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Note 9—Commitments and Contingencies
As of September 30, 2014, the Company’s non-cancelable minimum operating lease commitments were as follows:

Fiscal Year  Amount

  (in thousands)

2014 (remaining 3 months)  $ 78
2015  316
2016  197
Total  $ 591

Total rent expense for the period ended September 30, 2014 and the year ended December 31, 2013 was $233,000 and $234,000, respectively.

Guarantees and Indemnification
The Company’s agreements with sellers, buyers, and other third parties typically obligate it to provide indemnity and defense for losses resulting

from claims of intellectual property infringement, damages to property or persons, business losses or other liabilities. Generally these indemnity and defense
obligations relate to the Company’s own business operations, obligations and acts or omissions. However, under some circumstances, the Company agrees to
indemnify and defend contract counterparties against losses resulting from their own business operations, obligations and acts or omissions, or the business
operations, obligations and acts or omissions of third parties. In addition, the Company’s agreements with sellers, buyers and other third parties typically
include provisions limiting the Company’s liability to the counterparty, and the counterparty’s liability to the Company. These limits sometimes do not
apply to certain liabilities, including indemnity obligations. These indemnity and limitation of liability provisions generally survive termination or
expiration of the agreements in which they appear. The Company has also entered into indemnification agreements with its directors, executive officers and
certain other officers that will require the Company, among other things, to indemnify them against certain liabilities that may arise by reason of their status
or service as directors, officers or employees. No demands have been made upon the Company to provide indemnification under such agreements and there
are no claims that the Company is aware of that could have a material effect on the Company’s financial statements. The Company has not recorded any
amounts for these indemnities.

Litigation
From time to time, the Company is party to various litigation and administrative proceedings relating to claims arising from its operations in the

normal course of business. Based on the information presently available, including discussion with legal counsel, management believes that resolution of
these matters will not have a material adverse effect on the Company’s business, results of operations, financial condition or cash flows.

Employment Contracts
The Company has entered into employment agreements with certain employees and officers, all of whom are employed at-will, some of which

contain severance arrangements. The Company may be required to accelerate the vesting of certain stock options in the event of changes in control, as
defined and involuntary terminations.

Note 10—Related Party Transactions
An investor in the Company is also a seller of advertising inventory utilizing the Company's platform. For the nine months ended September 30,

2014, the investor sold $766,000 of media across the Company's platform. As of September 30, 2014, the Company owes the investor $497,000 for media
sold. For the year ended December 31, 2013, the investor sold $175,000 of media across the Company's platform. As of December 31, 2013, the Company
owes the investor $124,000 for media sold.

Note 11—Subsequent Events
In November 2014, the Company was acquired by The Rubicon Project, Inc. (“Rubicon Project”) for 840,885 shares of Rubicon Project common

stock on the date of acquisition.  In addition, if certain performance milestones are achieved, up to an additional $12.0 million worth of shares of Rubicon
Project common stock will be issued to the stockholders of the Company.
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Exhibit 99.2

THE RUBICON PROJECT, INC.

UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

On November 17, 2014 (the “Acquisition Date”), The Rubicon Project, Inc. (the “Company” or “Rubicon Project”), completed its acquisition of
iSocket, Inc. (“iSocket”).

The unaudited pro forma condensed combined statements of operations combine the historical results of operations of the Company and the
historical operating results of iSocket for the year ended December 31, 2013 and for the nine month period ended September 30, 2014 as if the acquisition
had occurred as of January 1, 2013. The unaudited pro forma condensed combined balance sheet combine the balance sheets of the Company and iSocket as
of September 30, 2014 as if the acquisition had occurred on that date.

The pro forma financial information should be read in conjunction with the separate financial statements and related notes thereto of the Company
contained in its prospectus filed with the Securities and Exchange Commission (“SEC”) on April 2, 2014 pursuant to Rule 424(b)(4) under the Securities Act
of 1933, as amended, and its Form 10-Q filed with the SEC on October 31, 2014, and in conjunction with the separate financial statements and related notes
thereto of iSocket included as Exhibit 99.1 to this Form 8-K/A.

The pro forma financial information has been prepared for illustrative purposes only and is not necessarily indicative of the financial position or
results of operations that would have actually occurred had the acquisition been completed at or as of the dates indicated, nor is it indicative of the future
operating results or financial position of the combined company. The pro forma financial information does not reflect potential realization of operating
synergies or other costs related to the planned integration nor do they reflect any actions that may be undertaken by management after the acquisition.
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  THE RUBICON PROJECT, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED BALANCE SHEETS

AS OF SEPTEMBER 30, 2014
(In thousands)

 Historical      

 
The Rubicon Project,

Inc.  iSocket  
Pro forma

Adjustments   Pro forma Combined

ASSETS         
Current assets:         

Cash and cash equivalents $ 104,089  $ 3,158  (2,257) (B), (H)  $ 104,990
Accounts receivable, net 99,913  605  —   100,518
Prepaid expenses and other current assets 6,336  75  —   6,411

TOTAL CURRENT ASSETS 210,338  3,838  (2,257)   211,919
Property and equipment, net 14,111  26  —   14,137
Internal use software development costs, net 11,221  —  —   11,221
Goodwill 1,491  —  10,094 (A)  11,585
Intangible assets, net 180  14  12,179 (A)  12,373
Other assets, non-current 1,425  207  —  1,632
TOTAL ASSETS $ 238,766  $ 4,085  $ 20,016   $ 262,867
LIABILITIES, CONVERTIBLE PREFERRED
STOCK AND STOCKHOLDERS’ EQUITY
(DEFICIT)        
LIABILITIES        
Current liabilities:        

Accounts payable and accrued expenses $ 127,982  $ 947  $ —   $ 128,929
Debt and capital lease obligations, current

portion 157  184  (184) (H)  157
Other current liabilities 2,133  28  —   2,161

TOTAL CURRENT LIABILITIES 130,272  1,159  (184)   131,247
Contingent consideration liability —  —  11,382 (C)  11,382
Other liabilities, non-current 1,674  128  (120) (E)  1,682
TOTAL LIABILITIES 131,946  1,287  11,078   144,311
Convertible preferred stock —  17,405  (17,405) (F)  —
STOCKHOLDERS’ EQUITY (DEFICIT)        
Common stock —  6  (6) (G)  —
Additional paid-in capital 188,899  482  13,327 (D), (G)  202,708
Accumulated other comprehensive income 62  —  —   62
Accumulated deficit (82,141)  (15,095)  13,022 (B), (G)  (84,214)
TOTAL STOCKHOLDERS’ EQUITY (DEFICIT) 106,820  (14,607)  26,343   118,556
TOTAL LIABILITIES, CONVERTIBLE

PREFERRED STOCK AND
STOCKHOLDERS’ EQUITY (DEFICIT) $ 238,766  $ 4,085  $ 20,016   $ 262,867

The accompanying notes to unaudited pro forma condensed combined financial statements are an integral part of these statements.
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THE RUBICON PROJECT, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENTS OF OPERATIONS

FOR THE YEAR ENDED DECEMBER 31, 2013
(In thousands, except per share amounts)

 

  Historical      

  
The Rubicon Project,

Inc.  iSocket, Inc.  
Pro forma

Adjustments   Pro forma Combined

Revenue  $ 83,830  $ 207  $ —   $ 84,037
Expenses:         

Cost of revenue  15,358  97  1,862 (I)  17,317
Sales, technology and administrative expenses  72,352  4,352  1,837 (I), (J)  78,541

Total expenses  87,710  4,449  3,699   95,858
Loss from operations  (3,880)  (4,242)  (3,699)   (11,821)
Other (income) expense:         

Interest expense, net  273  107  (107) (M)  273
Change in fair value of preferred stock warrant
liabilities  4,121  (19)  19 (K)  4,121
Foreign exchange loss, net  728  —  —   728
Other (income), net  —  (7)  —   (7)

Total other expense, net  5,122  81  (88)   5,115
Loss before income taxes  (9,002)  (4,323)  (3,611)   (16,936)

Provision for income taxes  247  1  —   248
Net loss  (9,249)  (4,324)  (3,611)   (17,184)
Cumulative preferred stock dividends  (4,244)  —  —   (4,244)
Net loss attributable to common stockholders  $ (13,493)  $ (4,324)  $ (3,611)   $ (21,428)
Basic and diluted net loss per share attributable to
common stockholders  $ (1.17)       $ (1.76)
Basic and diluted weighted-average shares used to
compute net loss per share attributable to common
stockholders  11,488    716 (L)  12,204

The accompanying notes to unaudited pro forma condensed combined financial statements are an integral part of these statements.
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THE RUBICON PROJECT, INC.
UNAUDITED PRO FORMA CONDENSED COMBINED STATEMENTS OF OPERATIONS

FOR THE NINE MONTH PERIOD ENDED SEPTEMBER 30, 2014
(In thousands, except per share amounts)

 

  Historical      

  
The Rubicon Project,

Inc.  iSocket, Inc.  
Pro forma

Adjustments   Pro forma Combined

Revenue  $ 83,463  $ 165  $ —   $ 83,628
Expenses:         

Cost of revenue  14,456  37  1,397 (I)  15,890
Sales, technology and administrative expenses  88,034  5,041  1,375 (I), (J)  94,450

Total expenses  102,490  5,078  2,772   110,340
Loss from operations  (19,027)  (4,913)  (2,772)   (26,712)
Other (income) expense:         

Interest expense, net  94  49  (49) (M)  94
Change in fair value of preferred stock warrant
liabilities  732  (3)  3 (K)  732
Foreign exchange loss, net  104  —  —   104
Other (income), net  —  (3)  —   (3)

Total other expense, net  930  43  (46)   927
Loss before income taxes  (19,957)  (4,956)  (2,726)   (27,639)

Provision for income taxes  145  1  —   146
Net loss  (20,102)  (4,957)  (2,726)   (27,785)
Cumulative preferred stock dividends  (1,116)  —  —   (1,116)
Net loss attributable to common stockholders  $ (21,218)  $ (4,957)  $ (2,726)   $ (28,901)
Basic and diluted net loss per share attributable to
common stockholders  $ (0.81)       $ (1.08)
Basic and diluted weighted-average shares used to
compute net loss per share attributable to common
stockholders  26,130    716 (L)  26,846

The accompanying notes to unaudited pro forma condensed combined financial statements are an integral part of these statements.
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THE RUBICON PROJECT, INC.
NOTES TO PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS

(unaudited)

Note 1—Basis of Pro Forma Presentation
The unaudited pro forma condensed combined financial statements have been prepared to illustrate the financial impact of Rubicon Project's

acquisition of iSocket.

The unaudited pro forma condensed combined statements of operations combine the historical results of operations of the Company and the
historical operating results of iSocket for the year ended December 31, 2013 and for the nine month period ended September 30, 2014 as if the acquisition
had occurred as of January 1, 2013. The unaudited pro forma condensed combined balance sheet combine the balance sheets of the Company and iSocket as
of September 30, 2014 as if the acquisition had occurred on that date.

The statements of operations information for the nine months ended September 30, 2014 of Rubicon Project has been derived from the unaudited
interim financial statements included in the Company's Quarterly Report on Form 10-Q for the period ended September 30, 2014. The statement of operations
information for the year ended December 31, 2013 of Rubicon Project has been derived from the audited financial statements included in the Company's
prospectus filed with the SEC on April 2, 2014 pursuant to Rule 424(b)(4). The balance sheet and statements of operations information for iSocket has been
derived from separate financial statements and related notes thereto of iSocket included as Exhibit 99.1 to this Form 8-K/A.
For the pro forma statement of operations, the separate financial statement line items of sales and marketing, technology and development, and general and
administrative expense of Rubicon Project have been presented as a single line item "Sales, technology and administrative expenses."

    
The Company has accounted for the acquisition of iSocket using the acquisition method of accounting. Accordingly, the Company has allocated

the purchase price to the identifiable tangible and intangible assets acquired and liabilities assumed at their estimated fair values. The excess of the purchase
price over the net tangible and intangible assets is recorded as goodwill. Determining the fair value of assets acquired and liabilities assumed requires
management to use significant judgment and estimates including the selection of valuation methodologies, estimates of future revenues and cash flows,
discount rates, and selection of comparable companies. The pro forma adjustments are based on preliminary estimates that management believes are
reasonable under the circumstances. Management's purchase price allocation is preliminary and subject to change pending finalization of the valuation,
including finalization of tax attributes and forecast assumptions. The actual purchase price allocation will be subject to the completion of the valuation of
the assets and liabilities as of the Acquisition Date.

The unaudited pro forma condensed combined financial information is provided for illustrative purposes only and does not purport to represent
what the actual consolidated results of operations or the consolidated financial position of the combined company would have been had the acquisition
occurred on the dates assumed, nor are they necessarily indicative of future consolidated results of operations or financial position.

    
Note 2—Purchase Consideration and Preliminary Purchase Price Allocation

The following table summarizes the total purchase consideration (in thousands):

840,885 shares of Rubicon Project common stock $ 11,200
Fair value of contingent consideration 11,382
Fair value of stock-based awards exchanged 2,609
Total Consideration $ 25,191

The 840,885 shares of the Company's stock were valued using the Company's stock price on the Acquisition Date. A portion of the shares (125,116
shares of common stock) was placed in escrow to secure post-closing indemnification obligations of the sellers. Any shares remaining in escrow after
satisfaction of any resolved indemnity claims, less any shares withheld to satisfy pending claims, will be released from escrow on February 17, 2016.
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The Company is required to issue up to $12.0 million worth of common stock if certain performance milestones are achieved on December 31, 2015
(“contingent consideration”). The number of shares to be issued is based on the average closing price of Rubicon Project’s common stock for the ten
consecutive trading days ending on (and including) the last trading day of 2015. The Company determined it was probable that the performance milestones
would be achieved and accordingly, the contingent consideration of $12.0 million was discounted to fair value at a discount rate of 4.8%. In accordance with
ASC 480, Distinguishing Liabilities from Equity, the contingent consideration has been recorded as a liability in the pro forma condensed combined balance
sheet as the contingent consideration is payable in a variable number of shares.

As part of the acquisition, options to purchase common stock of iSocket were exchanged for options to purchase 318,685 shares of Rubicon Project
common stock. The fair value of stock options exchanged on the Acquisition Date attributable to preacquisition services of approximately $2.6 million has
been recorded as purchase consideration. The fair value of stock options exchanged on the Acquisition Date attributable to post acquisition services of
approximately $0.4 million will be recorded as additional stock-based compensation in the Company's statements of operations over their remaining
requisite service (vesting) periods.

The following table summarizes the preliminary purchase price allocation of the acquisition purchase price and the tangible and intangible assets
acquired and liabilities assumed based on preliminary estimates of their respective fair value as of September 30, 2014 (in thousands):

Cash $ 2,974
Accounts receivable 605
Other assets 308
Intangible assets 12,193
Goodwill 10,094

Total assets acquired 26,174
Accounts payable and accrued expenses 947
Other liabilities 36

Total liabilities assumed 983
Total preliminary purchase price $ 25,191

The Company believes the amount of goodwill resulting from the purchase price allocation is primarily attributable to expected synergies from
assembled workforce, an increase in development capabilities, increased offerings to customers, and enhanced opportunities for growth and innovation.
Goodwill is not deductible for tax purposes. Goodwill will not be amortized but instead will be tested for impairment at least annually or more frequently if
certain indicators of impairment are present. In the event that goodwill has become impaired, the Company will record an expense for the amount impaired
during the quarter in which the determination is made.

The following table summarizes the components of the intangible assets and estimated useful lives (in thousands, except for estimated useful life):

  Estimated Useful Life

Technology $ 9,310 5 years
Customer relationships 2,880 2.5 years
Trademarks 3 0.5 years
Total intangible assets acquired $ 12,193  
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Note 3—Pro Forma Adjustments
The pro forma combined financial statements have been adjusted to give effect to pro forma events that are (i) directly attributable to the acquisition,

(ii) factually supportable, and (iii) with respect to the statements of operations, expected to have a continuing impact on the combined results of operations.
The pro forma adjustments included in the unaudited condensed combined financial information are as follows:

A. To record the intangible assets acquired in the acquisition and the resulting goodwill, net of existing intangible assets of iSocket.

B. To record the transaction costs and other related acquisition costs of $2.1 million as a reduction in cash and an increase in accumulated deficit. No
such costs were expensed prior to September 30, 2014.

C. To record the fair value of the contingent consideration liability of $11.4 million.

D. To record the fair value of $11.2 million for the issuance of 840,885 shares of Rubicon Project's common stock and the fair value of stock-based
awards exchanged of $2.6 million.

E. To eliminate the preferred stock warrant liability of iSocket that was converted to common stock in connection with the acquisition.

F. To eliminate the convertible preferred stock of iSocket.

G. To eliminate the stockholders' equity (deficit) of iSocket.

H. To record the repayment of iSocket debt of $0.2 million due immediately prior to the acquisition date.

I. To record the incremental amortization of preliminary fair value amounts allocated to intangible assets, net of historical amortization of iSocket, of
$3.0 million and $2.3 million for the year ended December 31, 2013 and nine month period ended September 30, 2014, respectively. The intangible
assets are amortized on a straight-line basis, which approximates the pattern in which the economic benefits are consumed, over their estimated
useful lives. Amortization of developed technology is included in cost of revenues and the amortization of trademarks and customer relationships is
recorded in sales, technology and administrative expenses in the accompanying pro forma unaudited condensed combined statement of operations.

J. To record stock-based compensation expense associated with new stock awards granted in connection with the acquisition of $0.7 million and $0.5
million for the year ended December 31, 2013 and the nine month period ended September 30, 2014, respectively.

K. To eliminate the change in fair value of the iSocket preferred stock warrant that was converted to common stock in connection with the acquisition.

L. To reflect the issuance of 840,885 shares of Rubicon Project common stock, net of the 125,116 shares held in escrow to secure post-closing
indemnifications, as if they had been issued as of January 1, 2013.

M. To reverse the historical interest expense related to the change of control debt pay down (see adjustment H).
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