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When we use the terms “Ur-Energy,” “we,” “us,” “our,” or the “Company” we are referring to Ur-Energy Inc. and its
subsidiaries, unless the context otherwise requires. We have included technical terms important to an understanding of
our business under “Glossary of Common Terms” at the end of this section. Throughout this document we make

statements that are classified as “forward-looking.” Please refer to the “Cautionary Statement Regarding
Forward-Looking Statements” section of this document for an explanation of these types of assertions.

Cautionary Statement Regarding Forward-Looking Information

This annual report on Form 10-K contains "forward-looking statements" within the meaning of applicable United
States and Canadian securities laws, and these forward-looking statements can be identified by the use of words such

non "non non "non non

as "expect", "anticipate", "estimate", "believe", "may", "potential”, "intends", "plans" and other similar expressions or
statements that an action, event or result "may", "could" or "should" be taken, occur or be achieved, or the negative
thereof or other similar statements. These statements are only predictions and involve known and unknown risks,
uncertainties and other factors which may cause our actual results, performance or achievements, or industry results,
to be materially different from any future results, performance, or achievements expressed or implied by these
forward-looking statements. Such statements include, but are not limited to: (i) the ability to maintain steady state
operations at Lost Creek and timing to ramp up to production rates at design capacity; (ii) the technical and economic
viability of Lost Creek; (iii) the timing and outcome of permitting and regulatory approvals of the amendment for LC
East and the KM horizon; (iv) the ability to complete additional favorable uranium sales agreements including spot
sales if production is available and the market warrants; (v) the production rates and life of the Lost Creek Project and
subsequent production from adjoining properties, including LC East; (vi) the potential of exploration targets
throughout the Lost Creek Property (including the ability to expand resources); (vii) the potential of our other
exploration and development projects, including Shirley Basin, as well as the technical and economic viability of
Shirley Basin; (viii) the timing and outcome of applications for regulatory approval to build and operate an ISR mine
at Shirley Basin; (ix) the outcome of our forecasts and production projections; and (x) the continuing and long-term
effects on the uranium market of events in Japan in 2011 including supply and demand projections. These other
factors include, among others, the following: future estimates for production, production ramp-up and operations
(including any difficulties with continued ramp up), capital expenditures, operating costs, mineral resources, recovery
rates, grades and market prices; business strategies and measures to implement such strategies; competitive strengths;
estimates of goals for expansion and growth of the business and operations; plans and references to our future
successes; our history of operating losses and uncertainty of future profitability; status as an exploration stage
company; the lack of mineral reserves; risks associated with obtaining permits and other authorizations in the United
States; risks associated with current variable economic conditions; our ability to service our debt and maintain
compliance with all restrictive covenants related to the debt facilities and security documents; the possible impact of
future financings; the hazards associated with mining production; compliance with environmental laws and
regulations; uncertainty regarding the pricing and collection of accounts; the possibility for adverse results in potential
litigation; uncertainties associated with changes in government policy and regulation; uncertainties associated with a
Canada Revenue Agency or U.S. Internal Revenue Service audit of any of our cross border transactions; adverse
changes in general business conditions in any of the countries in which we do business; changes in size and structure;
the effectiveness of management and our strategic relationships; ability to attract and retain key personnel;
uncertainties regarding the need for additional capital; uncertainty regarding the fluctuations of quarterly results;
foreign currency exchange risks; ability to enforce civil liabilities under U.S. securities laws outside the United States;
ability to maintain our listing on the NYSE MKT LLC (“NYSE MKT”) and Toronto Stock Exchange (“TSX”); risks
associated with the expected classification as a "passive foreign investment company" under the applicable provisions
of the U.S. Internal Revenue Code of 1986, as amended; risks associated with our investments and other risks and
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Cautionary Note to U.S. Investors Concerning Disclosure of Mineral Resources

Unless otherwise indicated, all resource estimates included in this Form 10-K have been prepared in accordance with
Canadian National Instrument 43-101 Standards of Disclosure for Mineral Projects (“NI 43-101”") and the Canadian
Institute of Mining, Metallurgy and Petroleum Definition Standards for Mineral Resources and Mineral Reserves
(“CIM Definition Standards™). NI 43-101 is a rule developed by the Canadian Securities Administrators which
establishes standards for all public disclosure an issuer makes of scientific and technical information concerning
mineral projects. NI 43-101 permits the disclosure of an historical estimate made prior to the adoption of NI 43-101
that does not comply with NI 43-101 to be disclosed using the historical terminology if the disclosure: (a) identifies
the source and date of the historical estimate; (b) comments on the relevance and reliability of the historical estimate;
(c) to the extent known, provides the key assumptions, parameters and methods used to prepare the historical estimate;
(d) states whether the historical estimate uses categories other than those prescribed by NI 43-101; and (e) includes
any more recent estimates or data available.

Canadian standards, including NI 43-101, differ significantly from the requirements of the United States Securities

and Exchange Commission (“SEC”), and resource information contained in this Form 10-K may not be comparable to
similar information disclosed by U.S. companies. In particular, the term “resource” does not equate to the term “‘reserves’.
Under SEC Industry Guide 7, mineralization may not be classified as a “reserve” unless the determination has been
made that the mineralization could be economically and legally produced or extracted at the time the reserve
determination is made. SEC Industry Guide 7 does not define and the SEC’s disclosure standards normally do not
permit the inclusion of information concerning “measured mineral resources”, “indicated mineral resources” or “inferred
mineral resources” or other descriptions of the amount of mineralization in mineral deposits that do not constitute
“reserves” by U.S. standards in documents filed with the SEC. U.S. investors should also understand that “inferred
mineral resources” have a great amount of uncertainty as to their existence and great uncertainty as to their economic
and legal feasibility. It cannot be assumed that all or any part of an “inferred mineral resource” will ever be upgraded to
a higher category. Under Canadian rules, estimated “inferred mineral resources” may not form the basis of feasibility or
pre-feasibility studies except in rare cases. Investors are cautioned not to assume that all or any part of an “inferred
mineral resource” exists or is economically or legally mineable. Disclosure of “contained ounces” in a resource is
permitted disclosure under Canadian regulations; however, the SEC normally only permits issuers to report
mineralization that does not constitute “reserves” by SEC standards as in-place tonnage and grade without reference to
unit measures. Accordingly, information concerning mineral deposits set forth herein may not be comparable to
information made public by companies that report in accordance with United States standards.

NI 43-101 Review of Technical Information: James A. Bonner, Ur-Energy Vice President Geology, P.Geo. and SME
Registered Member, and Qualified Person as defined by National Instrument 43-101, reviewed and approved the
technical information contained in this Annual Report.
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Glossary of Common Terms and Abbreviations

Mineral Resource

Inferred Mineral
Resource

Indicated Mineral
Resource

Measured Mineral
Resource

Modifying Factors

is a concentration or occurrence of solid material of economic interest in or on the Earth’s crust in
such form, grade or quality and quantity that there are reasonable prospects for eventual economic
extraction. The location, quantity, grade or quality, continuity and other geological characteristics
of a Mineral Resource are known, estimated or interpreted from specific geological evidence and
knowledge, including sampling. CIM Definition Standards; NI 43-101, Section 1.1.

is that part of a Mineral Resource for which quantity and grade or quality are estimated on the
basis of limited geological evidence and sampling. Geologic evidence is sufficient to imply but
not verify geological and grade or quality continuity. An Inferred Mineral Resource has a lower
level of confidence than that applying to an Indicated Mineral Resource and must not be
converted to a Mineral Reserve. It is reasonably expected that the majority of Inferred Mineral
Resources could be upgraded to Indicated Mineral Resources with continued exploration. CIM
Definition Standards; NI 43-101, Section 1.1.

is that part of a Mineral Resource for which quantity, grade or quality, densities, shape and
physical characteristics are estimated with sufficient confidence to allow the application of
Modifying Factors in sufficient detail to support mine planning and evaluation of the economic
viability of the deposit. Geological evidence is derived from adequately detailed and reliable
exploration, sampling and testing and is sufficient to assume geological and grade or quality
continuity between points of observation. An Indicated Mineral Resource has a lower level of
confidence than that applying to a Measured Mineral Resource and may only be converted to a
Probable Mineral Reserve. CIM Definition Standards; NI 43-101, Section 1.1.

is that part of a Mineral Resource for which quantity, grade or quality, densities, shape, and
physical characteristics are estimated with confidence sufficient to allow the application of
Modifying Factors to support detailed mine planning and final evaluation of the economic
viability of the deposit. Geological evidence is derived from detailed and reliable exploration,
sampling and testing and is sufficient to confirm geological and grade or quality continuity
between points of observation. A Measured Mineral Resource has a higher level of confidence
than that applying to either an Indicated Mineral Resource or an Inferred Mineral Resource. It
may be converted to a Proven Mineral Reserve or to a Probable Mineral Reserve. CIM Definition
Standards; NI 43-101, Section 1.1.

are considerations used to convert Mineral Resources to Mineral Reserves. These include, but are
not restricted to, mining, processing, metallurgical, infrastructure, economic, marketing, legal,
environmental, social and governmental factors. CIM Definition Standards
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Lithology is a description of a rock; generally its physical nature. The description would address such things as grain
size, texture, rounding, and even chemical composition. A lithologic description would be: coarse grained
well rounded quartz sandstone with 10% pink feldspar and 1% muscovite.

PEN is a modern geologic logging method known as Prompt Fission Neutron. PFN is considered a direct
measurement of true uranium concentration (% U) and is used to verify the grades of mineral intercepts
previously reported by gamma logging. PFN logging is accomplished by a down-hole probe in much the
same manner as gamma logs, however only the mineralized interval plus a buffer interval above and below
are logged.

Abbreviations:

BLM U.S. Bureau of Land Management

CERCLA Comprehensive Environmental Response and Liability Act

CIM Canadian Institute of Mining, Metallurgy and Petroleum

DDW Deep Disposal Well

eU304  equivalent U;Og4 as measured by a calibrated gamma instrument

EMT East Mineral Trend, located within our LC East Project (Great Divide Basin, Wyoming)

EPA U.S. Environmental Protection Agency

GDB Great Divide Basin, Wyoming

GPM Gallons per minute

GT Grade x Thickness product (% ft.) of a mineral intercept (expressed without units)

HH Header house

IX Ion Exchange

ISR In Situ Recovery (literally, ‘in place’ recovery) (also known as in situ leach or ISL)

LT Long-term (as relates to long-term pricing in the uranium market)

MMT Main Mineral Trend, located within our Lost Creek Project (Great Divide Basin, Wyoming)

MU Mine Unit (also referred to as wellfield)

NI 43-101 Canadian National Instrument 43-101 (Standards of Disclosure for Mineral Properties)

NRC U.S. Nuclear Regulatory Commission

PEA Preliminary Economic Assessment

PPM Parts per million

RCRA  Resource Conservation and Recovery Act

SEC U.S. Securities Exchange Commission

U Uranium in its natural isotopic ratios

UIC Underground Injection Control (pursuant to U.S. Environmental Protection Agency regulations)

U504 A standard chemical formula commonly used to express the natural form of uranium mineralization. U
represents uranium and O represents oxygen.

USFWS  U.S. Fish and Wildlife Service

WDEQ  Wyoming Department of Environmental Quality (and its various divisions, LQD/Land Quality Division,
WQD/Water Quality Division; AQD/Air Quality Division; and Solid and Hazardous Waste Division)

WEQC  Wyoming Environmental Quality Council

WGFD  Wyoming Game and Fish Department

12
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Metric/Imperial Conversion Table

The imperial equivalents of the metric units of measurement used in this annual report are as follows:

Imperial Measure Metric Unit Metric Unit Imperial Measure
2.4711 acres 1 hectare  0.4047 hectares 1 acre

2.2046 pounds 1 kilogram 0.4536 kilograms 1 pound

0.6214 miles 1 kilometer 1.6093 kilometers 1 mile

3.2808 feet 1 meter 0.3048 meters 1 foot

1.1023 short tons 1 tonne 0.9072 tonnes 1 short ton

Reporting Currency

All amounts in this report are expressed in United States dollars, unless otherwise indicated. The Financial Statements
are presented in accordance with accounting principles generally accepted in the United States.

PART 1

Items 1 and 2. BUSINESS AND PROPERTIES

Overview and Corporate Structure

Incorporated on March 22, 2004, Ur-Energy is an exploration stage mining company, as that term is defined in
Securities and Exchange Commission (“SEC”) Industry Guide 7. We are engaged in uranium mining, recovery and
processing activities, including the acquisition, exploration, development and operation of uranium mineral properties
in the United States. We began operation of our first in situ recovery uranium mine at our Lost Creek Project,
Wyoming in 2013. Ur-Energy is a corporation continued under the Canada Business Corporations Act on August 8,
2006. Our Common Shares are listed on the TSX under the symbol “URE” and on the NYSE MKT under the symbol
“URG.”

14
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Ur-Energy has one direct wholly-owned subsidiary: Ur-Energy USA Inc. (“Ur-Energy USA”), a company incorporated
under the laws of the State of Colorado.

Ur-Energy USA has three wholly-owned subsidiaries: NFU Wyoming, LLC (“NFU Wyoming”), a limited liability
company formed under the laws of the State of Wyoming to facilitate acquisition of certain property and assets and,
currently, to act as our land holding and exploration entity; Lost Creek ISR, LLC, a limited liability company formed
under the laws of the State of Wyoming to hold and operate our Lost Creek Project and certain other of our Lost
Creek properties and assets; and Pathfinder Mines Corporation (“Pathfinder”’), a company incorporated under the laws
of the State of Delaware, which holds, among other assets, the Shirley Basin and Lucky Mc properties in Wyoming.

Ur-Energy USA has two jointly held subsidiaries with NFU Wyoming: NFUR Bootheel, LLC (“NFUR Bootheel”), a
limited liability company formed under the laws of the State of Colorado to facilitate participation in an exploration,
mining and development agreement with Jet Metal Corp.; and NFUR Hauber, LLC (“NFUR Hauber”), a limited liability
company formed under the laws of the State of Colorado to facilitate participation in a venture project at our Hauber
project.

15
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NFUR Hauber has one wholly-owned subsidiary: Hauber Project LLC, a limited liability company formed under the
laws of the State of Colorado to hold our Hauber project. NFUR Hauber is the sole member and manager of Hauber
Project LLC.

NFUR Bootheel holds an interest in The Bootheel Project, LLC, a limited liability company formed under the laws of
the State of Colorado to hold the Bootheel property (and, formerly, the Buck Point property) is a venture with Jet
Metal Corp., in which, at December 31, 2015, we own a 19.115% interest.

Currently, and at December 31, 2015, our principal direct and indirect subsidiaries, and affiliated entities, and the
jurisdictions in which they were incorporated or organized, are as follows:

We are engaged in uranium mining, recovery and processing operations, in addition to the exploration and
development of uranium mineral properties. Our wholly-owned Lost Creek Project in Sweetwater County, Wyoming
is our flagship property. The project has been fully permitted and licensed since October 2012. We received
operational approval from the U.S. Nuclear Regulatory Commission (“NRC”), and started production operation
activities in August 2013. Our first sales of production from Lost Creek were made in December 2013; sales were
made in every quarter of 2014 and 2015.

Currently, we have ten mid- and long-term uranium sales agreements in place with U.S. utilities for the sale of Lost
Creek production or other yellowcake product at contracted pricing. Combined, these multi-year sales agreements
represent a significant portion of our anticipated production into 2021. These agreements, individually, do not
represent a substantial portion of our annual projected production, and our business is therefore not substantially
dependent upon any one of the agreements.

16
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The Company has contractually committed to sell 662,000 pounds of uranium yellowcake during 2016, at an average
price of approximately US$47 per pound. During 2015, we worked with our customers to establish our delivery
schedule for those commitments, with distribution of sales throughout the year. This schedule was created in an
attempt to avoid uneven cash flows that could result from uneven delivery schedules. In mid-January 2016, certain
deliveries with an anticipated schedule for first quarter delivery were moved to mid-year delivery dates, causing
unevenness of cash flow in the first half of the year. This development was addressed promptly by the Company
examining various alternatives in scheduling of deliveries and sales and other financing prospects.

Our newest project, Shirley Basin, is one of the assets we acquired as a part of the Pathfinder transaction which closed
in December 2013. We also acquired all the historic geologic and engineering data for the project. During 2014, we
completed a drill program of a limited number of confirmatory holes in order to complete an NI 43 101 mineral
resource estimate which was released in August 2014; subsequently, an NI 43-101 Preliminary Economic Assessment
for Shirley Basin was completed in January 2015. Baseline studies necessary for the permitting and licensing of the
project commenced in 2014 and were completed in 2015. Subsequently, in December 2015, our application for a

permit to mine was submitted to the State of Wyoming Department of Environmental Quality (“WDEQ”). Work is well
underway on other applications for necessary authorizations to mine at Shirley Basin.

We utilize in situ recovery of the uranium at Lost Creek and will do so at other projects where this is possible. The in
situ recovery (ISR) technique is employed in uranium extraction because it allows for a lower cost and effective
recovery of roll front mineralization. The in situ technique does not require the installation of tailings facilities or
significant surface disturbance. This mining method utilizes injection wells to introduce a mining solution, called
lixiviant, into the mineralized zone. The lixiviant is made of natural groundwater fortified with oxygen as an oxidizer,
sodium bicarbonate as a complexing agent, and carbon dioxide for pH control. The complexing agent bonds with the
uranium to form uranyl carbonate, which is highly soluble. The dissolved uranyl carbonate is then recovered through a
series of production wells and piped to a processing plant where the uranyl carbonate is removed from the solution
using Ion Exchange (IX) and captured on resin contained within the IX columns. The groundwater is re-fortified with
the oxidizer and complexing agent and sent back to the wellfield to recover additional uranium. A low-volume bleed
is permanently removed from the lixiviant flow. A reverse osmosis (RO) process is available to minimize the waste
water stream generated. Brine from the RO process, if used, and bleed are disposed of by means of injection into deep
disposal wells. Each wellfield is made up of dozens of injection and production wells installed in patterns to optimize
the areal sweep of fluid through the uranium ore body.

Our Lost Creek processing facility includes all circuits for the capture, concentration, drying and packaging of
uranium yellowcake for delivery into sales. Our processing facility, in addition to the IX circuit, includes dual
processing trains with separate elution, precipitation, filter press and drying circuits (this is in contrast to certain other
uranium in situ recovery facilities which operate as a capture plant (IX) only, and rely on agreements with other
producers for the finishing, drying and packaging of their yellowcake end-product). Additionally, a restoration circuit
including a RO unit was installed during initial construction to complete groundwater restoration once mining is
complete.

The elution circuit (the first step after ion exchange) is utilized to transfer the uranium from the IX resin and
concentrate it to the point where it is ready for the next phase of processing. The resulting rich eluate is an aqueous
solution containing uranyl carbonate, salt and sodium carbonate and/or sodium bicarbonate. The precipitation circuit
follows the elution circuit and removes the carbonate from the concentrated uranium solution and combines the
uranium with peroxide to create a yellowcake crystal slurry. Filtration and washing is the next step, in which the slurry

17
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is loaded into a filter press where excess contaminants such as chloride are removed and a large portion of the water is
removed. The final stage occurs when the dewatered slurry is moved
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to a yellowcake dryer, which will further reduce the moisture content, yielding the final dried, free-flowing, product.
Refined, salable yellowcake is packaged in 55-gallon steel drums.

The restoration circuit may be utilized in the production as well as the post-mining phases of the operation. The RO
may initially be utilized to minimize the waste water stream generated during production. Once production is
complete, the groundwater must be restored to its pre-mining class of use by removing a small portion of the
groundwater and disposing of it (commonly known as sweep). Following sweep, the groundwater is treated utilizing
RO and re-injecting the clean water. Finally, the groundwater is homogenized and sampled to insure the cleanup is
complete, thus ending the mining process.

Our Lost Creek processing facility was constructed during 2012 — 2013, with production operations commencing in
August 2013. Our first sales were made in December 2013. Nameplate design and NRC-licensed capacity of our Lost
Creek processing plant is two million pounds per year, of which approximately one million pounds per year may be
produced from our wellfields. The Lost Creek plant and the allocation of resources to mine units and resource areas
were designed to generate approximately one million pounds of production per year at certain flow rates and uranium
concentrations subject to regulatory and license conditions. Production of refined yellowcake was 727,246 pounds and
547,992 pounds in 2015 and 2014, respectively. The excess capacity in the design of the processing circuits of the
plant is intended, first, to facilitate routine (and, non-routine) maintenance on any particular circuit without hindering
production operational schedules. The capacity was also designed to permit us to process uranium from other of our
mineral projects in proximity to Lost Creek if circumstances warrant in the future (e.g., Shirley Basin Project), or,
alternatively to be able to contract to toll mill/process product from other in situ uranium mine sites in the region. This
design would permit us to conduct either of these activities while Lost Creek is producing and processing uranium
and/or in years following Lost Creek production from wellfields during final restoration activities.

Our Lost Creek processing facility includes all circuits for the production, drying and packaging of uranium
yellowcake for delivery into sales. As contemplated in the Preliminary Economic Assessment of Shirley Basin, we
expect that the Lost Creek processing facility may be utilized for the drying and packaging of uranium from Shirley
Basin, for which we currently anticipate the need only for a satellite plant. However, the Shirley Basin permit
application contemplates the construction of a full processing facility, providing greater construction and operating
flexibility as may be dictated by market conditions.

Our Mineral Properties

Our current land portfolio includes 14 projects in Wyoming. Ten of these projects are in the Great Divide Basin,
Wyoming, including our flagship project, Lost Creek Project, which began production operations in August 2013.
Currently we control a total of more than 2,100 unpatented mining claims and four State of Wyoming mineral leases

for a total of more than 42,000 acres (16,997 hectares) in the area of the Lost Creek Property, including the Lost Creek
permit area (the “Lost Creek Project” or “Lost Creek’) and certain adjoining properties which we refer to as LC East, LC
West, LC North, LC South and EN project areas (collectively, with the Lost Creek Project, the “Lost Creek
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Property”). Five of the projects at the Lost Creek Property contain NI 43-101 compliant mineral resources: Lost Creek,
LC East, LC West, LC South and LC North. See Resource Summary
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below in Technical Developments. Below is a map showing our Wyoming projects and the geologic basins in which
they are located.

Our Wyoming properties together total more than 66,000 acres (approximately 27,000 hectares) and include two
properties, Shirley Basin and Lucky Mc, obtained through our acquisition of Pathfinder Mines Corporation in
December 2013.

11
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Operating Properties

Lost Creek Project — Great Divide Basin, Wyoming

The Lost Creek Project area was acquired in 2005, and is located in the Great Divide Basin, Wyoming. The Main
Mineral Trend of the Lost Creek uranium deposit (the “MMT”) is located within the Lost Creek Project. The permit area
of the Lost Creek Project covers 4,254 acres (1,722 hectares), comprising 201 lode mining claims and one State of
Wyoming mineral lease section. Regional access relies almost exclusively on existing public roads and highways. The
local and regional transportation network consists of primary, secondary, local and unimproved roads. Direct access to
Lost Creek is mainly on two crown-and-ditched gravel paved access roads to the processing plant. One road enters

from the west off of Sweetwater County Road 23N (Wamsutter-Crooks Gap Road); the other enters from the east off

of U.S. Bureau of Land Management (“BLM”) Sooner Road. On a wider basis, from population centers, the Property
area is served by an Interstate Highway (Interstate 80), a US Highway (US 287), Wyoming state routes (SR 220 and

73 to Bairoil), local county roads, and BLM roads. The Lost Creek Property is located as shown here:

The basic infrastructure (power, water, and transportation) necessary to support our ISR operation is located within
reasonable proximity. Generally, the proximity of Lost Creek to paved roads is beneficial with respect to
transportation of equipment, supplies, personnel and product to and from the property. Existing regional
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overhead electrical service is aligned in a north-to-south direction along the western boundary of the Lost Creek
Project. A new overhead power line, approximately two miles in length, was constructed to bring power from the
existing Pacific Power line to the Lost Creek plant. Power drops have been made to the property and distributed to the
plant, offices, wellfields, and other facilities.

Following the purchase of an existing production royalty with respect to 20 claims of the Lost Creek Project in 2013,
there are no remaining royalties at the Lost Creek Project, except for the royalty on the State of Wyoming section
mineral lease as provided by law. Currently, there is only limited production planned from the State lease section.
There is a production royalty of one percent on certain claims of the LC East Project, and other royalties on other
claims within the other adjoining projects (LC South and EN projects) as well as the other State sections on which we
maintain mineral leases (LC West and EN projects).

Production Operations

Following receipt of the final regulatory authorization in October 2012, we commenced construction at Lost Creek.
Construction included the plant facility and office building, installation of all process equipment, installation of two
access roads, additional power lines and drop lines, deep disposal wells, construction of two holding ponds,
warehouse building, and drill shed building. In August 2013 we were given operational approval by the NRC and
commenced production operation activities. See also discussion of the operational methods used at Lost Creek,
above, under heading “Business and Properties.”

For the Lost Creek PEA, in order to accurately reflect existing resources, all resources produced through September
30, 2015 (1,358,407 pounds) were subtracted from total Measured Resources from the HJ Horizon in MU1. All the
wells to support the originally-planned 13 header houses (“HHs”’) have been completed. Surface installations for HHs
1-1 through 1-12 have been installed and HHs 1-1 through 1-11 were operational as of October 15, 2015. Header
house 12 was brought online in November. Construction of header house 13 is underway.

All monitor ring wells have been installed and pump-tested in MU2. As of October 15, 2015, the effective date for the
Lost Creek PEA, 138 pattern wells have been piloted within HHs 2-1, 2-2 and 2-3 (at December 31, 2015, 179 pattern
wells were piloted). Additionally, two applications for amendments to the license and permits have been submitted.
The two applications seek to authorize production in the KM Horizon within the Lost Creek Project and to authorize
production in the HJ and KM Horizons within the EMT in the LC East Project.

During 2015, 783,547 pounds of U;Og were captured within the Lost Creek plant; 727,245 pounds U;Og were
packaged in drums; and 717,125 pounds U;O4 of drummed inventory were shipped from the Lost Creek processing
plant to the converter. At December 31, inventory at the conversion facility was approximately 63,776 pounds U;Ox.

From production, Lost Creek sold 725,000 pounds U;Og during calendar 2015 at an average price of US$41.33 per
pound. Total sales for 2015, including purchased U;Og, was 925,000 pounds at an average price of US$45.20 per
pound. Contract sales were as expected (630,000 pounds at an average price of US$49.42 per pound); however, spot
sales were lower than expected (295,000 pounds at an average price of US$36.18) due to the continuing low spot price
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environment.

After more than two years of operations, the 2015 average plant head grade remained at 97 ppm despite having
somewhat lower head grades for the fourth quarter. Head grade during December was 87 ppm, which was above the
quarter’s average grade of 85 ppm. The lower head grade during this period of operation, as well as varying
month-to-month grades, is a typical result as the mine matures and older operating patterns remain in the flow regime
while newer patterns are brought online. This maturation of mine is also demonstrated through the increasing average
flowrates, with a 454 gpm (23.5%) increase quarter-over-quarter.
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Updated Preliminary Economic Assessment for Lost Creek Property

In January 2016, we issued an updated Preliminary Economic Assessment for the Lost Creek Property Sweetwater
County Wyoming (January 19, 2016 (TREC, Inc.)), which was then amended February 8, 2016 to include two
additional tables to supplement the Cash Flow and OPEX tables as set forth in the prior document (as amended, the
“Lost Creek PEA”). The Lost Creek PEA was prepared for the Company and its subsidiary, Lost Creek ISR, LLC, by
Douglass H. Graves, P.E., TREC, Inc. (“TREC”) and James A. Bonner, C.P.G., Vice President Geology of the Company

in accordance with NI 43-101.

According to the Lost Creek PEA, the current mineral resources at the Lost Creek Property are as follows:

Lost Creek Property - Resource Summary

MEASURED

AVG SHORT
PROJECT GRADE TONS POUNDS

% eU;04 (X 1000) (X 1000)
LOST CREEK 0.048 8,339 7,937
MU production
through 9/30/15 (0.048)  (1,415) (1,358)
LC EAST 0.052 1,392 1,449
LCNORTH - = - e
LCSOUTH  -—-- = - e
LCWEST -  —m e
EN e e
GRAND
TOTAL 0.048 8,316 8,028

INDICATED

AVG ~ SHORT

GRADE TONs TOUNDS
% eUs0g (X 1000) (X 1000)
0046  3.831 3491

0.044 5,942 5,223

MEASURED + INDICATED = 14,258 13,251

Notes:

INFERRED
AVG ~ SHORT

GRADE TONs TOUNDS
% eUs0g (X 1000) (X 1000)
0046 3,116 2,844

1. Sum of Measured and Indicated tons and pounds may not add to the reported total due to rounding.

2. % eU;0gq is a measure of gamma intensity from a decay product of uranium and is not a direct measurement of
uranium. Numerous comparisons of eU;Og4 and chemical assays of Lost Creek rock samples, as well as PEN
logging, indicate that eU;Ogq is a reasonable indicator of the chemical concentration of uranium.

3. Table shows resources based on grade cutoff of 0.02 % eU;O4 and a grade x thickness cutoff of 0.20 GT.
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4. Measured, Indicated, and Inferred Mineral Resources as defined in Section 1.2 of NI 43-101 (the CIM Definition
Standards (CIM Council, 2014)).

5. Resources are reported through October 15, 2015.

6. All reported resources occur below the static water table.

7. 1,358,407 Ibs. of uranium have been produced from the HJ Horizon in MU1 (Lost Creek Project) as of September
30, 2015.

8. Mineral resources that are not mineral reserves do not have demonstrated economic viability.

Information shown in the table above differs from the disclosure requirements of the SEC. See Cautionary Note to
U.S. Investors Concerning Disclosure of Mineral Resources, above.

The Lost Creek PEA discloses changes for the Lost Creek Property which come in the form of an updated mineral
resource estimate prompted by recent drilling within Lost Creek’s Mine Unit 2 (“MU2”), exploratory drilling at the Lost
Creek and LC East Projects, and the re-estimation of all previously-identified resources for the Property at a revised
0.20 grade-thickness (GT) cut-off. The economic analyses within the Lost Creek PEA have been revised to evaluate

the impact of additional identified resources with information and data acquired through two years of ISR operations

at Lost Creek. The Lost Creek PEA therefore serves to replace the last
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economic analyses for the Lost Creek Property from December 2013 and the most recent NI 43-101 Technical Report
on the Lost Creek Property, dated June 17, 2015. The Lost Creek PEA covers production through September 30, 2015
and drilling and other exploration and operational activities conducted through October 15, 2015.

On June 17, 2015, the Company published an independent Technical Report for the Lost Creek Property to report
increased resources for its operating Mine Unit 1 (“MU1”) and from exploration drilling conducted early in 2015. In
order to reconcile higher-than-expected uranium recoveries from production operations in this mine unit, the grade
thickness (“GT”) cutoff for uranium intercepts used in resource estimation was lowered from 0.30 to 0.20. Employing
these revised guidelines, resources for MU1 were re-mapped and re-evaluated, increasing the MU1 Measured
Resources by 55% (after subtraction of MU1 production). Through the monitoring of continued production from
MU, the authors believe the 0.20 GT better represents the in-situ uranium resources for the Lost Creek Property.
Accordingly, for the Lost Creek PEA, all resource estimations for Lost Creek Property have used the new 0.20 GT
cutoff, again, following re-mapping and re-evaluation. Since the June 17, 2015 Technical Report, our activities have
resulted in a cumulative increase of mineral resources at the Lost Creek Property of 31% in the Measured and
Indicated categories and 28% in the Inferred category.

The Lost Creek Property represents the composite of six individual contiguous Projects: Lost Creek Project, LC East
Project, LC West Project, LC North Project, LC South Project and EN Project. The fully-licensed and operating Lost
Creek Project is considered the core project while the others are collectively referred to as the Adjoining Projects. The
Adjoining Projects were acquired by the Company as exploration targets to provide resources supplemental to those
recognized at the Lost Creek Project. Most were initially viewed as stand-alone projects, but expanded over time such
that collectively they represent a contiguous block of land along with the Lost Creek Project.

The Lost Creek PEA mineral resource estimate includes drill data and analyses of approximately three thousand two
hundred historic and current holes and over 1.8 million feet of drilling at the Lost Creek Project alone. With the
acquisition of Lost Creek project, we acquired logs and analyses from 569 historic holes representing 366,268 feet of
data. Since our acquisition of the project we have drilled 2,629 holes and wells including the construction and
development drilling during 2013-2015 for Mine Unit 1 and initial work in Mine Unit 2 at Lost Creek. Drilling at Lost
Creek through October 15, 2015 was included in the PEA. Additionally, drilling from the other five projects at the
Lost Creek Property, both historic and our drill programs, is included in the mineral resource estimate. Collectively,
this represents an additional 2,387 drillholes (1,306,331 feet).

Regulatory Authorizations and Land Title of Lost Creek

Beginning in 2007, we completed all necessary applications and related processes to obtain the required permitting
and licenses for the Lost Creek Project, of which the three most significant are: a Source and Byproduct Materials
License from the NRC (received August 2011); a Plan of Operations with the BLM (Record of Decision (“ROD”)
received October 2012; affirmed by U.S. District Court for the District of Wyoming, September 2013); and a Permit
and License to Mine from the WDEQ (October 2011). The WDEQ License to Mine was issued following
determinations in favor of the project by the WEQC with respect to a third-party objection, which included a WEQC
direction that the WDEQ Permit be approved by the WDEQ. The WDEQ Permit includes the approval of the first
mine unit, as well as the Wildlife Management Plan, including a positive determination of the protective measures at
the project for the greater sage-grouse species.
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In March 2010, the USFWS submitted a finding of “warranted for listing but precluded by higher priorities” with regard
to the greater sage-grouse, whose habitat includes Wyoming. A finding that listing is “warranted but precluded” results
in recognition of the greater sage-grouse as a candidate for listing as a threatened or endangered species. Pursuant to a
settlement agreement, issued as a consent decree of a federal district court,
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the USFWS was required to make a listing decision on or before September 30, 2015. In compliance with the consent
decree, the USFWS issued a decision that the species did not warrant listing.

Potential risks to the accessibility of the estimated mineral resource may include changes in the designation of the
sage grouse as an endangered species by the USFWS because the Lost Creek Property lies within a sage grouse core
area as defined by the state of Wyoming. In September 2015, the USFWS issued its finding that the greater sage
grouse does not warrant protection under the Endangered Species Act (ESA). The USFWS reached this determination
after evaluating the species’ population status, along with the collective efforts by the BLM and U.S. Forest Service,
state agencies, private landowners and other partners to conserve its habitat.

After a thorough analysis of the best available scientific information and taking into account ongoing key conservation
efforts and their projected benefits, the USFWS determined the species does not face the risk of extinction now or in
the foreseeable future and therefore does not need protection under the ESA. Should future decisions vary, or state or
federal agencies alter their management of the species, there could potentially be an impact on future expansion
operations. However, the Company continues to work closely with the Wyoming Game and Fish Department
(“WGFD”) and the BLM to mitigate impacts to the sage grouse.

As a part of the Lost Creek WDEQ Application, we submitted a Wildlife Protection Plan addressing, among other
issues, the sage-grouse. The WGFD reviewed and recommended the Wildlife Management Plan to the WDEQ,
including findings that the Wildlife Management Plan meets all of the protection measures for the greater sage-grouse
species, and is consistent with the Wyoming Governor’s Executive Order on the sage-grouse. Following WGFD’s
recommendation, the Lost Creek Wildlife Management Plan was incorporated into the WDEQ Permit, and
subsequently upheld by the WEQC rulings.

The State of Wyoming has developed a “core-area strategy” to help protect the greater sage-grouse species within
certain core areas of the state. Exploration areas of our Lost Creek property are all within a designated core area and
are thus subject to work activity restrictions from March 1 to July 15 of each year. The timing restriction precludes
exploration drilling and other non-operational based activities which may disturb the sage-grouse. The sage-grouse
timing restrictions relevant to ISR production and operational activities at the Lost Creek Project are somewhat
different because the State has recognized that mining projects within core areas must be allowed to operate
year-round. Therefore, there are no timing restrictions on drilling, construction, or operational activities within
pre-approved disturbed areas within our permit to mine.

Meanwhile, in related regulatory processes, the BLM prepared environmental impact statements for and issued
amendments to eleven Resource Management Plans (“RMPs”), related to the greater sage-grouse. Included in these
RMPs are proposals to designate millions of acres of federal lands currently open for mineral location as lands to be
withdrawn from such mineral status.

Additional authorizations from federal, state and local agencies for the Lost Creek project include: WDEQ-Air

Quality Division Air Quality Permit and WDEQ-Water Quality Division Class I Underground Injection Control (“UIC”)
Permit. The latter permit allows Lost Creek to operate up to five Class I injection wells to meet the anticipated

disposal requirements for the life of the Lost Creek Project. The Environmental Protection Agency (“EPA”) issued an
aquifer exemption for the Lost Creek project. The WDEQ’s separate approval of the aquifer reclassification is a part of
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the WDEQ Permit. We also received approval from the EPA and the Wyoming State Engineer’s Office for the
construction and operation of two holding ponds at Lost Creek.

In 2014, two applications for amendments to the primary authorizations to mine at Lost Creek were submitted to
federal regulatory agencies, NRC and BLM, for the development and mining of LC East Project and the KM Horizon
at Lost Creek. In 2015, the BLM issued a notice of intent to complete an environmental impact statement for the
application. The NRC will participate in this review as a cooperating agency. A permit
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amendment requesting approval to mine at the LC East Project and within the KM Horizon at the Lost Creek Project
was also submitted to the WDEQ for review and approval. Approval will include an aquifer exemption. The air
quality permit will be revised to account for additional surface disturbance. An application will be submitted to
Sweetwater County to re-zone the land at LC East. A subsequent Development Plan will also have to be submitted for
review and approval. Numerous well permits from the State Engineer’s Office will be required.

A WDEQ draft permit for Underground Injection Control (UIC) Class V wells has been completed for Lost Creek. It
is anticipated that final approvals from all regulators will be received in first quarter 2016. These approvals will allow
for the onsite disposal of fresh permeate (i.e., clean water) into relatively shallow Class V wells. Site operators will
use the reverse osmosis circuits, which were installed during initial construction of the plant, to treat process waste
water into brine and permeate streams. The brine stream will continue to be disposed of in the UIC Class I deep wells
while the clean, permeate stream will be injected into the UIC Class V wells. It is expected that these operational
procedures, which are expected to be commissioned and fully operational in second quarter 2016, will significantly
enhance waste water disposal capacity at the site.

Through certain of our subsidiaries, we control the federal unpatented lode mining claims and State of Wyoming
mineral leases which make up the Lost Creek Property. Title to the mining claims is subject to rights of pedis
possessio against all third-party claimants as long as the claims are maintained. The mining claims do not have an
expiration date. Affidavits have been timely filed with the BLM and recorded with the Sweetwater County Recorder
attesting to the payment of annual maintenance fees to the BLM as established by law from time to time. The state
leases have a ten-year term, subject to renewal for successive ten-year terms.

The surface of all the mining claims is controlled by the BLM, while we have the right to use as much of the surface
as is necessary for exploration and mining of the claims, subject to compliance with all federal, state and local laws
and regulations. Surface use on BLM lands is administered under federal regulations. Similarly, access to
state-controlled land is largely inherent within the State of Wyoming mineral lease. The state lease at the Lost Creek
Project requires a nominal surface impact fee to be paid. The other state mineral leases currently do not have surface
impact payment obligations.

Exploration and Development Properties

Our Five Projects Adjoining Lost Creek Together with the Lost Creek Project Form the Lost Creek Property

The LC East and LC West Projects (currently, approximately 5,710 acres (2,130 hectares) and 3,840 acres (1,554
hectares), respectively) were added to the Lost Creek Property in 2012. The two projects were formed through
location of new unpatented lode mining claims and an asset exchange completed in February 2012 with Uranium One
Americas, Inc., through which we acquired 175 unpatented mining claims and related data. In 2012, all baseline
studies at LC East were initiated. As discussed above, in 2014, we submitted applications for amendments of the Lost
Creek licenses and permits to include development of LC East. We also located additional lode mining claims to
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secure the lands in what will be the LC East permit area. The East Mineral Trend (the “EMT”) is a second mineral trend
of significance, in addition to the MMT at Lost Creek, identified by historic drilling on the lands forming LC East.
Although geologically similar, it appears to be a separate and independent trend from the MMT. The Lost Creek PEA
contains a recommendation that delineation drilling of identified resources in the EMT continue, together with
progressing all necessary permit and license amendment to permit future production.

The LC North Project (approximately 7,730 acres (3,120 hectares)) is located to the north and to the west of the Lost
Creek Project. Historical wide-spaced exploration drilling on this project consisted of 175 drill holes. The
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Company has conducted two drilling programs at the project. Exploration drilling at LC North is recommended by
Company staff to pursue the potential of an extension of the MMT in the HJ and KM horizons.

The LC South Project (approximately 10,775 acres (4,360 hectares)) is located to the south and southeast of the Lost
Creek Project. Historical drilling on the LC South Project consisted of 488 drill holes. In 2010, the Company drilled
159 exploration holes (total, 101,270 feet (30,867 meters)) which confirmed numerous individual roll front systems
occurring within several stratigraphic horizons correlative to mineralized horizons in the Lost Creek Project. Also, a
series of wide-spaced drill holes were part of this exploration program which identified deep oxidation (alteration) that
represents the potential for several additional roll front horizons. Staff also recommend that the HJ and KM horizons
should be further explored, and suggest that additional drilling be conducted to further evaluate the potential of deeper
mineralization.

The EN Project (approximately 10,122 acres (4,096 hectares)) is adjacent to and east of LC South. Ur-Energy has
over 50 historical drill logs from the EN project. Some minimal, deep, exploration drilling has been conducted at the
project. Although no mineral resource is yet reported due to the limited nature of the data, Company geologists
continue to recommend that the EN project should be explored further with wide spaced framework drilling to assess
regional alteration and stratigraphic relationships.

History and Geology of the Lost Creek Property

Uranium was discovered in the Great Divide Basin, where Lost Creek is located, in 1936. Exploration activity
increased in the early 1950s after the Gas Hills District discoveries, and continued to increase in the 1960s, with the
discovery of numerous additional occurrences of uranium. Wolf Land and Exploration (which later became Inexco),
Climax (Amax) and Conoco Minerals were the earliest operators in the Lost Creek area and made the initial
discoveries of low-grade uranium mineralization in 1968. Kerr-McGee, Humble Oil, and Valley Development, Inc.
were also active in the area. Drilling within the current Lost Creek Project area from 1966 to 1976 consisted of
approximately 115 wide-spaced exploration holes by several companies including Conoco, Climax (Amax), and
Inexco.

Texasgulf acquired the western half of what is now the Lost Creek Project in 1976 through a joint venture with
Climax and identified what is now referred to as the Main Mineral Trend (MMT). In 1978, Texasgulf optioned into a
50% interest in the adjoining Conoco ground to the east and continued drilling, fully identifying the MMT eastward to
the current Project boundary; Texasgulf drilled approximately 412 exploration holes within what is now the Lost
Creek Project. During this period Minerals Exploration Company (a subsidiary of Union Oil Company of California)
drilled approximately 8 exploration holes in what is currently the western portion of the Lost Creek

Project. Texasgulf dropped the project in 1983 due to declining market conditions. The ground was subsequently
picked up by Cherokee Exploration, Inc. which conducted no field activities.
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In 1987, Power Nuclear Corporation (also known as PNC Exploration) acquired 100% interest in the project from
Cherokee Exploration, Inc. PNC Exploration conducted a limited exploration program and geologic investigation, as
well as an evaluation of previous in situ leach testing by Texasgulf. PNC Exploration drilled a total of 36 holes within
the current Project area.

In 2000, New Frontiers Uranium, LL.C acquired the property and database from PNC Exploration, but conducted no
drilling or geologic studies. New Frontiers Uranium, LLC later transferred the Lost Creek Project-area property along
with its other Wyoming properties to its successor NFU Wyoming, LLC. In June 2005, Ur-Energy USA purchased
100% ownership of NFU Wyoming, LLC.

18

34



Edgar Filing: UR-ENERGY INC - Form 10-K

Table of Contents

The Lost Creek Property is situated in the northeastern part of the GDB which is underlain by up to 25,000 ft. of
Paleozoic to Quaternary sediments. The GDB lies within a unique divergence of the Continental Divide and is
bounded by structural uplifts or fault displaced Precambrian rocks, resulting in internal drainage and an independent
hydrogeologic system. The surficial geology in the GDB is dominated by the Battle Spring Formation of Eocene age.
The dominant lithology in the Battle Spring Formation is coarse arkosic sandstone, interbedded with intermittent
mudstone, claystone and siltstone. Deposition occurred as alluvial-fluvial fan deposits within a south-southwest
flowing paleodrainage. The sedimentary source is considered to be the Granite Mountains, approximately 30 miles to
the north. Maximum thickness of the Battle Spring Formation sediments within the GDB is 6,000 ft.

Uranium deposits in the GDB are found principally in the Battle Spring Formation, which hosts the Lost Creek Project
deposit. Lithology within the Lost Creek deposit consists of approximately 60% to 80% poorly consolidated, medium
to coarse arkosic sands up to 50 ft. thick, and 20% to 40% interbedded mudstone, siltstone, claystone and fine
sandstone, each generally less than 25 ft. thick. This lithological assemblage remains consistent throughout the entire
vertical section of interest in the Battle Spring Formation.

Outcrop at Lost Creek is exclusively that of the Battle Spring Formation. Due to the soft nature of the formation, the
Battle Spring Formation occurs largely as sub-crop beneath the soil. The alluvial fan origin of the formation yields a
complex stratigraphic regime which has been subdivided throughout Lost Creek into several thick horizons dominated
by sands, with intervening named mudstones. Lost Creek is currently licensed and permitted to produce from the HJ
horizon; we are currently seeking amendment of the licenses to be able to produce from the typically lower KM
horizon.

The Company occasionally performs leach testing on various samples from the Lost Creek Project. Most recently, in
2010 we performed leach testing on samples from the KM Horizon of the Lost Creek Project (currently in the
permit-licensing stage). Seven samples obtained from one-foot sections of core were tested for mineral recovery using
the same test methods as in prior tests from the HJ Horizon (currently licensed for production at Lost Creek, and being
recovered in Mine Unit 1). Twenty-five pore volumes of various bicarbonate leach solutions were passed through the
samples. Uranium recovery ranged from 54.1 to 93.0% with an average uranium recovery of 80.6%. These results are
similar to earlier leaching and recovery tests conducted on behalf of the Company on samples from the HJ Horizon,
which returned results consistently averaging 82 — 83%. We believe these results are consistent with industry
experience.

Pathfinder Mines Corporation: Shirley Basin Mine Site (Shirley Basin, Wyoming) and Lucky Mc Mine Site (Gas
Hills Mine District, Wyoming)

As a part of the Pathfinder acquisition, we now own the Shirley Basin and Lucky Mc mine sites in the Shirley Basin
and Gas Hills mining districts of Wyoming, respectively, from which Pathfinder and its predecessors historically
produced more than seventy-one million pounds of uranium, primarily from the 1960s through the 1990s. Pathfinder’s
predecessors included COGEMA, Lucky Mc Uranium Corporation, and Utah Construction/Utah International.
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Both Lucky Mc and Shirley Basin conventional mine operations were suspended in the 1990s due to low uranium
pricing, and facility reclamation was substantially completed. We assumed the remaining reclamation responsibilities
including financial surety for reclamation, at Shirley Basin and at the Lucky Mc mine site. The Lucky Mc tailings site
was fully reclaimed and, at the time of our acquisition, was in the process of being transferred to the U.S. Department
of Energy. Therefore, we assumed no obligations with respect to the Lucky Mc tailings site, which were retained by
the seller upon closing, or the NRC license at the site. We do not have plans for the further exploration or
development of the Lucky Mc property during 2016.
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Together with property holdings of patented lands, unpatented mining claims, and State of Wyoming and private
leases totalling more than 5,500 acres (nearly 3,700 acres at Shirley Basin (approximately 1,500 hectares);
approximately 1,800 at Lucky Mc (approximately 750 hectares)), we also acquired all historic geologic, engineering
and operational data related to the two mine areas. Our project at Shirley Basin (the “Shirley Basin Project”) is located
in Carbon County, Wyoming, approximately 40 miles south of Casper, Wyoming. The project is accessed by
travelling west from Casper, on Highway 220. After travelling 18 miles, turn south on Highway 487 and travel an
additional 35 miles; the entrance to Shirley Basin Mine is to the east.

In addition to the two projects and related data, we acquired an extensive U.S. exploration and development database
estimated to comprise hundreds of project descriptions in more than twenty states, including thousands of drill logs
and geologic reports. Our geology team continues with its evaluation of this database, assessing opportunities for
monetizing this additional asset.

Under the terms of our acquisition of Pathfinder, we are obligated to pay a 5% production royalty on production at the
Shirley Basin Project under certain market conditions. That royalty will be limited by the following market conditions:
(1) if the reported spot price exceeds $55 for at least a consecutive four week period at any time prior to June 30, 2016
the 5% gross royalty is capped at $6,625,000; (ii) if the reported spot price exceeds $45, but does not exceed $55 for at
least a consecutive four week period at any time prior to June 30, 2016 the royalty cap is reduced to $3,700,000; (iii) if
the reported spot price does not exceed $45 prior to June 30, 2016 the royalty is terminated. To this time, the royalty
has not been triggered. The amount of production royalty, if triggered, may be purchased back at any time at our
election.

The tailings facility at the Shirley Basin site is one of the few remaining facilities in the United States that is licensed
by the NRC to receive and dispose of byproduct waste material from other in situ uranium mines. We assumed the
operation of the byproduct disposal site and accepted deliveries throughout 2015 under several existing contracts.

Preliminary Economic Assessment for Shirley Basin Uranium Project

In 2014, we issued a Technical Report on Resources for the Shirley Basin Uranium Project Carbon County Wyoming
(August 27, 2014). Subsequently, in January 2015, we issued a Preliminary Economic Assessment for the Shirley
Basin Uranium Project Carbon County Wyoming, January 27, 2015 (the “Shirley Basin PEA”). The current mineral
resources at the Shirley Basin Project are estimated as follows:

Shirley Basin Uranium Project - Resource Summary
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MEASURED

RESOURCE AVG GRADE SHORT TONS POUNDS

AREA % eU304 (X 1000) (X 1000)

FAB

TREND 0.280 1,172 6,574

AREA 5 0.243 195 947

TOTAL 0.275 1,367 7,521
MEASURED &
INDICATED

20

INDICATED

AVG GRADE SHORT TONS POUNDS
(X 1000) (X 1000) (X 1000)
0.119 456 1,081
0.115 93 214
0.118 549 1,295
0.230 1,915 8,816
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Sum of Measured and Indicated tons and pounds may not add to the reported total due to rounding.

Mineral resources that are not mineral reserves do not have demonstrated economic viability.

Based on grade cutoff of 0.020 percent eU308 and a grade x thickness cutoff of 0.25 GT.

Measured, Indicated, and Inferred Mineral Resources as defined in Section 1.2 of NI 43-101 (the CIM Definition
Standards (CIM Council, 2014)).

Resources are reported through July 2015.

All reported resources occur below the historical, pre-mining static water table.

7. Sandstone density is 16.0 cu. ft./ton.

Eal o

S

Information shown in the table above differs from the disclosure requirements of the SEC. See Cautionary Note to
U.S. Investors Concerning Disclosure of Mineral Resources, above.

The Shirley Basin mineral resource estimate includes drill data and analyses of approximately three thousand two
hundred holes and nearly 1.2 million feet of historic drilling at the Shirley Basin Project which were acquired with the
acquisition of Pathfinder. We drilled 14 confirmation holes representing approximately 6,600 feet which were
included in the mineral resource estimate.

Shirley Basin History and Geology

The Shirley Basin property lies in the northern half of the historic Shirley Basin uranium mining district (the “District”),
which is the second most prolific uranium mining district in Wyoming. Earliest discoveries were made in 1954 by
Teton Exploration. This was followed by an extensive claim staking and drilling rush by several companies in

1957. Several important discoveries were made and the first mining was started in 1959 by Utah Construction Corp.
(predecessor to Pathfinder). Underground mining methods were initially employed but encountered severe

groundwater removal problems, so in 1961 Utah Construction switched to solution mining methods. This was the first
commercially successful application of in situ solution mining recovery (ISR) for uranium in the United States. In

1968 market and production needs caused Utah Construction to move to open-pit mining and a conventional mill. All
production within the district since that time has been by open-pit methods.

Several companies operated uranium mines within the District, however three companies were dominant. Utah
Construction/Pathfinder’s efforts were focused in the northern portions of the District, while Getty was largely in the
central portions, and Kerr-McGee was in the southern portions. In 1960, Getty and Kerr-McGee joined together as
Petrotomics Company to build a mill for joint processing of their production. The last mining in the District ended in
1992 when Pathfinder shut down production due to market conditions. Total production from Shirley Basin was 51.3
million pounds of uranium, of which 28.3 million pounds came from the Utah Construction/Pathfinder operations
which we now own.
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Resources which we are currently targeting for ISR production represent unmined extensions of mineral trends
addressed in past open-pit mines. These extensions had been targeted for mining but were abandoned with shut-down
of the mining operations in 1992.

The Shirley Basin mining district lies in the north-central portions of the Shirley Basin geologic province, which is

one of several inter-montane basins in Wyoming created 35-70 million years ago (mya) during the Laramide

mountain building event. The Basin is floored by folded sedimentary formations of Cretaceous age (35-145 mya).

These units were tilted by Laramide tectonic forces and subsequently exposed to erosion, creating a “paleo-topographic”
surface. In the northern half of the Basin the Cretaceous units were later covered by stream sediments of the Wind

River Formation of Eocene age (34-56 mya) which filled paleo-drainages cut into a

21

40



Edgar Filing: UR-ENERGY INC - Form 10-K

Table of Contents

paleo-topographic surface. The source of the Wind River sediments is granitic terrain within the nearby Laramie
Range to the east and the Shirley Mountains to the southwest. The Wind River Formation was subsequently covered
by younger volcanic ash-choked stream sediments of the White River and Arikaree Formations of Oligocene age
(23-34 mya) and Miocene age (5-23 mya), respectively.

The Wind River Formation is the host of all uranium mineralization mined within the Shirley Basin mining district.
The lithology of the Wind River Formation is characterized by multiple thick, medium to coarse grained sandstones
separated by thick claystone shale units. The individual sandstones and shales are typically 20 to 50 feet thick. Total
thickness of the Wind River Formation ranges from approximately 400 to 500 feet. The two most dominant
sandstones are named the Main and Lower Sands. The Lower Sand represents the basal sand unit of the Wind River
Formation and in places lies directly above the underlying Cretaceous formations.

Uranium occurs as roll front type deposits along the edge of large regional alteration systems within sandstone units of
the Wind River Formation. The source of the uranium is considered to be the volcanic ash content within the
overlying White River Formation and also granitic content within the Wind River Formation itself. The Main and
Lower Sands are the primary hosts to mineralization which we are currently targeting for ISR development. Studies
we conducted in 2014, as well as previous studies by Pathfinder in the late 1990s, indicate that this mineralization is
amenable to ISR extraction. The primary target is called the FAB Trend which represents the connecting mineral trend
between two past-produced open-pits. A secondary target called Area 5 was also an ISR target for Pathfinder prior to
shut-down of their mining operations in 1992.

Lost Soldier Project — Great Divide Basin, Wyoming

Acquired in 2005, the Lost Soldier project is located approximately 14 miles (22.5 kilometers) to the northeast of the
Lost Creek Project. Lost Soldier has over 3,700 historic drill holes defining 14 mineralized sandstone units. We
maintain 143 unpatented mining claims at Lost Soldier, totaling approximately 2,710 mineral acres. We do not
currently view this property as individually material. As corporate priorities continue to be determined with respect to
further exploration at the Lost Creek Property, and development at both Lost Creek and Shirley Basin, we anticipate
that further technical work on Lost Soldier will continue to be completed as funding and staff time may be allocated to
Lost Soldier.

The Bootheel Project, LLC and The Bootheel Project — Shirley Basin, Wyoming

Jet Metal Corp., formerly Crosshair Energy Corporation (“Jet Metal”) has been the manager of The Bootheel Project,
LLC venture since 2007. Following a decision to not fund our portion of the budget for the venture’s budget year
ending March 31, 2012, our ownership interest was reduced from 25% to approximately 19%. Since then, we have
participated in the project’s budgets and programs, although the programs have been nominal maintenance programs.
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In February 2013, the private mineral lease agreements for the Bootheel property expired and were not renewed.
Portions of the minerals included in the technical report issued by Jet Metal, are located on the leased lands at the
Bootheel property. In June 2013, the Management Committee of the Bootheel Project chose to abandon certain
unpatented mining claims at the Bootheel property, while retaining mining claims and the State of Wyoming uranium
lease on which the remaining mineral resource is located. Because there is no reported mineral resource at the Buck
Point property, the Management Committee determined to abandon all unpatented mining claims at Buck Point in
2013. Subsequently, the State of Wyoming mineral lease at Buck Point was relinquished. As a result, Ur-Energy’s
investment in the Buck Point property was written off in 2013, at the same time that an impairment analysis of the
remaining investment at the Bootheel property resulted in a $37,000 write-down because it was determined that the
carrying cost was greater than the enterprise value of the underlying mineral resource. There was no activity other
than land maintenance (payment of maintenance for unpatented mining claims and of state lease rentals) during 2015.
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We do not anticipate further exploration or development work being conducted during 2016.

Competition and Mineral Prices

The uranium industry is highly competitive, and our competition includes larger, more established companies with
longer operating histories that not only explore for and produce uranium, but also market uranium and other products
on a regional, national or worldwide basis. Because of their greater financial and technical resources, competitive
bidding processes involving such companies will be challenging; this competition extends to the further acquisition of
properties and also equipment, contractors and personnel required to explore and develop such properties.
Additionally, these larger companies have greater resources to continue with their operations during periods of
depressed market conditions.

Unlike other commodities, uranium does not trade on an open market. Contracts are negotiated privately by buyers
and sellers. Our existing long-term agreements are described in Item 1, Business and Properties, above and in Item 7,
Management’s Discussion and Analysis, below. Uranium prices are published by two of the leading
industry-recognized independent market consultants, The Ux Consulting Company, LL.C and TradeTech, LLC, who
publish on their respective websites. The following information reflects an average of the per pound prices published
by these two consulting groups for the timeframe indicated:

December 31 of [year] 2010 2011 2012 2013 2014 2015
$ $ $ $ $ $

Spot price (US$) 62.25 51.88 43.38 34.50 35.50 34.23
$ $ $ $ $ $
LT price (US$) 66.00 62.00 56.50 50.00 49.50 44.00

End of [month] Aug-15 Sep-15 Oct-15 Nov-15 Dec-15 Jan-16 Feb.15 (wk of 2.22.16)

$ $ $ $ $ $ $
Spot price (US$) 36.75 36.38 36.13 36.00 34.23 34.70 33.50

$ $ $ $ $ $ $
LT price (US$) 44.00 44.00 44.00 44.00 44.00 44.00 44.00
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The Long Term price as defined by Ux includes conditions for escalation (from current quarter) delivery timeframe (=
24 months), and quantity flexibility (up to £10%) considerations.

Government Regulation

As set forth above, our exploration projects and operations at Lost Creek and our other projects in Wyoming where
exploration, development and operations are taking place, are subject to extensive laws and regulations which are
overseen and enforced by multiple federal, state and local authorities. These laws govern exploration, development,
production, exports, various taxes, labor standards, occupational health and safety, waste disposal, protection and
remediation of the environment, protection of endangered and protected species, toxic and hazardous substances and
other matters. Uranium minerals exploration is also subject to risks and liabilities associated with pollution of the
environment and disposal of waste products occurring as a result of mineral exploration and production.

Compliance with these laws and regulations may impose substantial costs on us and will subject us to significant
potential liabilities. Changes in these regulations could require us to expend significant resources to comply with new
laws or regulations or changes to current requirements and could have a material adverse effect on our business
operations.
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Minerals exploration and development activities are subject to comprehensive regulation which may cause substantial
delays or require capital outlays in excess of those anticipated, causing an adverse effect on our business operations.
Minerals exploration operations are also subject to federal and state laws and regulations which seek to maintain
health and safety standards by regulating the design and use of drilling methods and equipment. Various permits from
government bodies are required for drilling operations to be conducted; no assurance can be given that such permits
will be received. Environmental standards imposed by federal and state authorities may be changed and any such
changes may have material adverse effects on our activities. Minerals extraction operations are subject to federal and
state laws relating to the protection of the environment, including laws regulating removal of natural resources from
the ground and the discharge of materials into the environment. As of this date, other than with respect to the posting
of a performance bond and the costs associated with our permitting and licensing activities, we have not been required
to spend material amounts on compliance with environmental regulations. However, we may be required to do so in
future and this may affect our ability to expand or maintain our operations.

Environment Regulations

As set forth above, our mineral projects are the subject of extensive environmental regulation at federal, state and local
levels.

Exploration, development and production activities are subject to certain environmental regulations which may
prevent or delay the commencement or continuance of our operations. In general, our exploration and production
activities are subject to certain federal and state laws and regulations relating to environmental quality and pollution
control. Such laws and regulations increase the costs of these activities and may prevent or delay the commencement
or continuance of a given operation. Compliance with these laws and regulations has not had a material effect on our
operations or financial condition to date. Specifically, we are subject to legislation and regulations regarding radiation
safety, emissions into the environment, water discharges, and storage and disposition of hazardous wastes. In addition,
legislation requires well and facility sites to be abandoned and reclaimed to the satisfaction of state and federal
authorities.

Waste Disposal

The Resource Conservation and Recovery Act ("RCRA"), and comparable state statutes, affect minerals exploration
and production activities by imposing regulations on the generation, transportation, treatment, storage, disposal and
cleanup of hazardous wastes and on the disposal of non-hazardous wastes. Under the auspices of the United States
Environmental Protection Agency (the "EPA"), the individual states administer some or all of the provisions of
RCRA, sometimes in conjunction with their own, more stringent requirements.

Underground Injection Control ("UIC") Permits
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The federal Safe Drinking Water Act (“SDWA”) creates a nationwide regulatory program protecting groundwater. This
act is administered by the EPA. However, to avoid the burden of dual federal and state regulation, the SDWA allows
for the UIC permits issued by states to satisfy the UIC permit required under the SDWA under two conditions. First,
the state's program must have been granted primacy, as is the case in Wyoming. Second, the EPA must have granted,
upon request by the state, an aquifer exemption. The EPA may delay or decline to process the state's application if the
EPA questions the state's jurisdiction over the mine site. The EPA commenced a rulemaking with its publication of 40
CFR Part 192 rules in early 2015. These proposed rules effectively seek to expand EPA jurisdiction in restoration of
groundwater within an exempted aquifer, and propose to extend the time for monitoring such restoration and
stabilization requirement for as much as thirty years following production. As proposed, the rules implicate RCRA,
SDWA and Uranium Mill Tailings
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Radiation Control Act (UMTRCA) standards. The rulemaking is likely to take substantial time to complete and it is
uncertain what the final rules will require. It is possible that additional requirements with attendant costs will result.

CERCLA

The federal Comprehensive Environmental Response, Compensation and Liability Act ("CERCLA") imposes joint
and several liability for costs of investigation and remediation and for natural resource damages, without regard to
fault or the legality of the original conduct, on certain classes of persons with respect to the release into the
environment of substances designated under CERCLA as hazardous substances ("Hazardous Substances"). These
classes of persons or potentially responsible parties include the current and certain past owners and operators of a
facility or property where there is or has been a release or threat of release of a Hazardous Substance and persons who
disposed of or arranged for the disposal of the Hazardous Substances found at such a facility. CERCLA also
authorizes the EPA and, in some cases, third parties to take actions in response to threats to the public health or the
environment and to seek to recover the costs of such action. We may also in the future become an owner of facilities
on which Hazardous Substances have been released by previous owners or operators. We may in the future be
responsible under CERCLA for all or part of the costs to clean up facilities or property at which such substances have
been released, and for natural resource damages.

Air Emissions

Our operations are subject to state and federal regulations for the control of emissions of air pollution. Major sources
of air pollutants are subject to more stringent, federally imposed permitting requirements. Administrative enforcement
actions for failure to comply strictly with air pollution regulations or permits are generally resolved by payment of
monetary fines and correction of any identified deficiencies. Alternatively, regulatory agencies could require us to
forego construction, modification or operation of certain air emission sources.

Clean Water Act

The Clean Water Act ("CWA") imposes restrictions and strict controls regarding the discharge of wastes, including
mineral processing wastes, into waters of the United States, a term broadly defined. Permits must be obtained to
discharge pollutants into federal waters. The CW A provides for civil, criminal and administrative penalties for
unauthorized discharges of hazardous substances and other pollutants. It imposes substantial potential liability for the
costs of removal or remediation associated with discharges of oil or hazardous substances. State laws governing
discharges to water also provide varying civil, criminal and administrative penalties, and impose liabilities in the case
of a discharge of petroleum or its derivatives, or other hazardous substances, into state waters. In addition, the EPA
and the State of Wyoming have promulgated regulations that require us to obtain permits to discharge storm water
runoff. In the event of an unauthorized discharge of wastes, we may be liable for penalties and costs.
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Employees

At December 31, 2015, Ur-Energy USA employed 25 people in its Littleton, Colorado (10) and Casper, Wyoming
(15) offices. Lost Creek ISR, LLC employed 54 people at the Lost Creek Project near Wamsutter, Wyoming. None of
our other subsidiaries had employees in 2015.
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Corporate Offices

The registered office of Ur-Energy is located at 55 Metcalfe Street, Suite 1300, Ottawa, Ontario K1P 6L5. Our United
States corporate headquarters is located at 10758 West Centennial Road, Suite 200, Littleton, Colorado, 80127. We
maintain a corporate and operations office at 5880 Enterprise Drive, Suite 200, Casper, Wyoming 82609. Lost Creek
operational offices are located at 3424 Wamsutter / Crooks Gap Road, Wamsutter, Wyoming 82336.

Available Information

Detailed information about Ur-Energy is contained in our annual reports, quarterly reports, current reports on Form
8 K, and other reports, and amendments to those reports that we file with or furnish to the SEC and the Canadian
regulatory authorities. These reports are available free of charge on our website, www.ur-energy.com, as soon as
reasonably practicable after we electronically file such reports with or furnish such reports to the SEC and the
Canadian regulatory authorities. However, our website and any contents thereof should not be considered to be
incorporated by reference into this Annual Report on Form 10-K.

We will furnish copies of such reports free of charge upon written request to our Corporate Secretary:

Ur-Energy Inc.

Attention: Corporate Secretary

10758 West Centennial Road, Suite 200
Littleton, Colorado 80127

Telephone: 1-866-981-4588

Email: legaldept@ur-energy.com

Additionally, our corporate governance guidelines, Code of Ethics and the charters of each of the standing committees
of our Board of Directors are available on our website. We will furnish copies of such information free of charge upon
written request to our Corporate Secretary, as set forth as above.
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Other information relating to Ur-Energy may be found on the SEC’s website at http://www.sec.gov/edgar.shtml or on
the SEDAR website at www.sedar.com. Our reports can be read and copied by the public at the SEC’s Public
Reference Room at 100 F Street, NE., Washington, D.C. 20549.
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Item 1A. RISK FACTORS

An investment in our securities involves a high degree of risk. You should consider the following discussion of risks
in addition to the other information in this annual report before purchasing any of our securities. In addition to
historical information, the information in this annual report contains ‘“forward-looking” statements about our future
business and performance. Our actual operating results and financial performance may be very different from what we
expect as of the date of this annual report. The risks below address material factors that may affect our future
operating results and financial performance.

Risks Related to Our Business

Mining operations involve a high degree of risk.

Mining operations generally involve a high degree of risk. We continue operations at our first uranium in situ recovery
facility at Lost Creek, where production activities commenced in the second half of 2013. Our operations at Lost
Creek and other projects as they continue in development will be subject to all the hazards and risks normally
encountered in the production of uranium by in situ methods of recovery, including unusual and unexpected
geological formations, unanticipated metallurgical difficulties, water management including waste water disposal
capacity, equipment malfunctions and parts unavailability, other conditions involved in the drilling and removal of
material through pressurized injection and production wells, radiation safety and industrial accidents, any of which
could result in damage to, or destruction of, mines and other producing facilities, damage to life or property,
environmental damage and possible legal liability. Adverse effects on operations and/or further development of our
projects could also adversely affect our business, financial condition, results of operations and cash flow.

Our property interests and our projects are subject to volatility in the price of uranium.

The price of uranium is volatile. Changes in the price of uranium depend on numerous factors beyond our control
including international, economic and political trends; changes in public acceptance of nuclear power generation as a
result of any future accidents or terrorism at nuclear facilities, including the longer-term effects on the market due to
the events following the earthquake and tsunami affecting the Fukushima Daiichi nuclear power station in Japan in
2011; changes in governmental regulations; expectations of inflation; currency exchange fluctuations; interest rates;
global or regional consumption patterns; speculative activities and increased production due to new extraction
developments and improved extraction and production methods. The effect of these factors on the price of uranium,
and therefore on the economic viability of our properties cannot accurately be predicted. Because most of our
properties are in exploration and development stage and Lost Creek commenced operations just over two years ago, it
is not yet possible for us to control the impact of fluctuations in the price of uranium.

51



Edgar Filing: UR-ENERGY INC - Form 10-K

Our business is subject to extensive environmental regulations that may make exploring, mining or related activities
expensive, and which may change at any time.

The mining industry is subject to extensive environmental and other laws and regulations, which may change at any
time. Environmental legislation and regulation is evolving in a manner which will require stricter standards and
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments of proposed
projects and a heightened degree of responsibility for companies and their officers, directors and employees. In
addition to the ESA decision made in 2015, to not list the greater sage-grouse as an endangered species, other
rulemakings and proposed legislation are ongoing. For example, following a public comment period early in 2015,
the EPA continues with its rulemaking on changes to Part 192, which sets forth

27

52



Edgar Filing: UR-ENERGY INC - Form 10-K

Table of Contents

groundwater restoration and stabilization requirements for ISR uranium projects. Other EPA rulemakings relating to
maintenance of tailings facilities and holding ponds, which may also have an impact on ISR projects, including Lost
Creek are at various stages (e.g., UMTRCA, RCRA and SDWA restoration and stabilization requirements). These are
not the only laws and regulations which are the subject of discussion and proposed more restrictive

changes. Moreover, compliance with environmental quality requirements and reclamation laws imposed by federal,
state and local governmental authorities may require significant capital outlays, materially affect the economics of a
given property, cause material changes or delays in intended activities, and potentially expose us to litigation and
other legal or administrative proceedings. We cannot accurately predict or estimate the impact of any such future laws
or regulations, or future interpretations of existing laws and regulations, on our operations. Historic exploration
activities have occurred on many of our properties and mining and energy production activities have occurred near
certain of our properties. If such historic activities have resulted in releases or threatened releases of regulated
substances to the environment, or historic activities require remediation, potential for liability may exist under federal
or state remediation statutes.

The uranium mining industry is capital intensive, and we may be unable to raise necessary additional funding.

Additional funds likely may be required to fund working capital or to fund exploration and development activities at
our properties including Lost Creek and the adjoining projects at the Lost Creek Property, as well as the development
of our Shirley Basin project. Potential sources of future funds available to us, in addition to the sales proceeds from
Lost Creek production, include the sale of additional equity capital, proceeds from the exercise of outstanding
convertible equity instruments, borrowing of funds or other debt structure, project financing, or the sale of our
interests in assets. There is no assurance that such funding will be available to us to continue development or future
exploration. Furthermore, even if such financing is successfully completed, there can be no assurance that it will be
obtained on terms favorable to us or will provide us with sufficient funds to meet our objectives, which may adversely
affect our business and financial position. In addition, any future equity financings may result in substantial dilution
for our existing shareholders.

Our mineral resource estimates may not be reliable; there is risk and increased uncertainty to commencing and
conducting production without established mineral reserves; and we need to develop additional resources to sustain
ongoing operations.

Until mineral reserves or mineral resources are actually mined and processed, the quantity of mineral resources and
grades must be considered as estimates only. The Company has established the existence of uranium resources for
certain uranium projects, including the Lost Creek Property. The Company has not established proven or probable
reserves, as defined by Canadian securities regulators or the SEC under Industry Guide 7, through the completion of a
final or “bankable” feasibility study for any of its uranium projects, including the Lost Creek Property. Furthermore, the
Company has no plans to establish proven or probable reserves for any of its uranium projects for which the Company
plans on utilizing in-situ recovery (“ISR”) mining, such as the Lost Creek Project or the Shirley Basin Project. As a
result, and despite the fact that the Company commenced recovery of U;Oyg at the Lost Creek Project in August 2013,
there is an increased uncertainty and risk that may result in economic and technical failure which may adversely

impact the Company’s future profitability.
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There are numerous uncertainties inherent in estimating quantities of mineral resources, including many factors
beyond our control, and no assurance can be given that the recovery of estimated mineral reserves or mineral
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resources will be realized. In general, estimates of mineral resources are based upon a number of factors and
assumptions made as of the date on which the estimates were determined, including:

- geological and engineering estimates that have inherent uncertainties and the assumed effects of regulation by
governmental agencies;
the judgment of the geologists, engineers and other professionals preparing the estimate;
estimates of future uranium prices and operating costs;
the quality and quantity of available data;
the interpretation of that data; and
the accuracy of various mandated economic assumptions, all of which may vary considerably from actual results.

All estimates are, to some degree, uncertain. For these reasons, estimates of the recoverable mineral resources
prepared by different engineers or by the same engineers at different times, may vary substantially. As such, there is
significant uncertainty in any mineral resource estimate and actual deposits encountered and the economic viability of
a deposit may differ materially from our estimates.

As well, because we are now in operation and are depleting our known resource at Lost Creek, we must continue to
conduct exploration and develop additional mineral resources. While there remain large areas of our Lost Creek
Property which require additional exploration, and we have identified mineral resources at our Shirley Basin Project,
we will need to continue to explore our other mineral properties in Wyoming or acquire additional, known mineral
resource properties to replenish our mineral resources and sustain continued operations. We estimate life of mine
when we prepare our mineral resource estimates, but such estimates may not be correct.

Restrictive covenants in agreements governing our indebtedness may restrict our ability to pursue our business
strategies.

Our State Bond Loan and the RMB facility, under which we have received approximately $44 million in debt
financing, include restrictive covenants that, among other things, limit our ability to sell the assets securing our
indebtedness or to incur additional indebtedness other than permitted indebtedness (which include our Lost Creek
Project, Shirley Basin Project, and other assets), which may restrict our ability to pursue certain business strategies
from time to time. If we do not comply with these covenants, we could be in default which, if not addressed or
waived, could require accelerated repayment of our indebtedness.

If we are unable to service our indebtedness, we could lose the assets securing our indebtedness.
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Our ability to make scheduled payments and satisfy other covenants (including financial covenants) in the State Bond
Loan and the RMB facility depends on our financial condition and operating performance, which are subject to
prevailing economic, competitive, legislative and regulatory conditions beyond our control. We may be unable to
generate a level of cash flow from operating activities sufficient to permit us to pay the principal, interest and other
fees on our indebtedness.

If we cannot make scheduled payments on our debt, we will be in default which, if not addressed or waived, could
require accelerated repayment of our indebtedness and the enforcement by the lenders against the assets securing our
indebtedness. The secured collateral includes the Lost Creek assets (State Bond Loan) and the Pathfinder assets (RMB
facility). These are key assets on which our business is substantially dependent and as
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such, the enforcement against any one or all of these assets would have a material adverse effect on our operations and
financial condition.

Our mining operations are subject to numerous environmental laws, regulations and permitting requirements and
bonding requirements that can delay production and adversely affect operating and development costs.

Our business is subject to extensive federal, state, provincial and local laws governing prospecting and development,
taxes, labor standards and occupational health, mine and radiation safety, toxic substances, environmental protection,
endangered species protections, and other matters. Exploration, development and production operations are also
subject to various federal, state and local laws and regulations relating to the protection of the environment. These
laws impose high standards on the mining industry, and particularly standards with respect to uranium recovery, to
monitor the discharge of waste water and report the results of such monitoring to regulatory authorities, to reduce or
eliminate certain effects on or into land, water or air, to progressively restore mine properties, to manage hazardous
wastes and materials and to reduce the risk of worker accidents. A violation of these laws may result in the imposition
of substantial fines and other penalties and potentially expose us to operational restrictions, suspension, administrative
proceedings or litigation. Many of these laws and regulations have tended to become more stringent over time. Any
change in such laws could have a material adverse effect on our financial condition, cash flow or results of
operations. There can be no assurance that we will be able to meet all the regulatory requirements in a timely manner
or without significant expense or that the regulatory requirements will not change to delay or prohibit us from
proceeding with certain exploration, development or operations. Further, there is no assurance that we will not face
new challenges by third parties to regulatory decisions when made, which may cause additional delay and substantial
expense, or may cause a project to be permanently halted.

Many of our operations require licenses and permits from various governmental authorities. We believe we hold all
necessary licenses and permits to carry on the activities which we are currently conducting or propose to conduct
under applicable laws and regulations. Such licenses and permits are subject to changes in regulations and changes in
various operating circumstances. There can be no guarantee that we will be able to obtain all necessary licenses and
permits that may be required to maintain our exploration and mining activities including constructing mines or milling
facilities and commencing or continuing exploration or mining activities or operations at any of our properties. In
addition, if we proceed to production on any other exploration property, we must obtain and comply with permits and
licenses which will contain specific operating conditions. There can be no assurance that we will be able to obtain
such permits and licenses or that we will be able to comply with any such conditions.

Lack of acceptance of nuclear energy and deregulation of the electrical utility industry could impede our business.

Our future prospects are tied directly to the electrical utility industry worldwide. Deregulation of the utility industry,
particularly in the United States and Europe, is expected to affect the market for nuclear and other fuels for years to
come, and may result in a wide range of outcomes including the expansion or the premature shutdown of nuclear
reactors. Maintaining the demand for uranium at current levels and future growth in demand will depend upon the
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continued acceptance of the nuclear technology as a means of generating electricity. Lack of continued public
acceptance of nuclear technology would adversely affect the demand for nuclear power and potentially increase the
regulation of the nuclear power industry. Following the events of March 2011 in Fukushima Japan, a reaction
worldwide called into question the public’s confidence in nuclear energy and technology, the effects of which are still
apparent in many countries around the world.
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The uranium market is volatile with limited customers.

The marketability of uranium and acceptance of uranium mining is subject to numerous factors beyond our control.
The price of uranium may experience volatile and significant price movements over short periods of time. Factors
affecting the market include demand for nuclear power; changes in public acceptance of nuclear power generation as a
result of any future accidents or terrorism at nuclear facilities, including the continuing effects on the market due to
the events following the earthquake and tsunami in Japan in March 2011; political and economic conditions in
uranium mining, producing and consuming countries; costs and availability of financing of nuclear plants;
reprocessing of spent fuel and the re-enrichment of depleted uranium tails or waste, sales of excess civilian and
military inventories (including from the dismantling of nuclear weapons) by governments and industry participants;
and production levels and costs of production in geographical areas such as Russia, Kazakhstan, Africa and Australia.

The results of exploration and ultimate production are highly uncertain.

The exploration for, and development of, mineral deposits involves significant risks which a combination of careful
evaluation, experience and knowledge may not eliminate. Few properties which are explored are ultimately developed
into producing mines. Major expenses may be required to establish mineral resources or reserves, to develop
metallurgical processes and to construct mining and processing facilities at a particular site. It is impossible to ensure
that our current exploration and development programs will result in profitable commercial operations.

Whether a mineral deposit will be commercially viable depends on a number of factors, some of which are the
particular attributes of the deposit, such as size, grade and proximity to infrastructure, as well as uranium prices,
which are highly cyclical, and government regulations, including regulations relating to prices, taxes, royalties, land
tenure, land use, importing and exporting of uranium and environmental protection. The exact effect of these factors
cannot be accurately predicted, but the combination of these factors may result in us not receiving an adequate return
on invested capital.

We are subject to risks associated with litigation and other legal proceedings.

Defense and settlement costs of legal claims can be substantial, even with respect to claims that have no merit. From
time to time, we may be involved in disputes with other parties which may result in litigation or other proceedings.
Additionally, it is not unlikely that we may find ourselves involved directly or indirectly in legal proceedings, in the
form of administrative proceedings or litigation, arising from challenges to regulatory actions as described elsewhere
in this annual report. Such administrative proceedings and litigation related to regulatory matters may delay or halt
exploration or development of our projects. The results of litigation or any other proceedings cannot be predicted with
certainty. If we are unable to resolve any such disputes favorably, it could have a material adverse effect on our
financial position, ability to operate, results of operations or our property development.
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The uranium industry is highly competitive and is competitive with other energy sources.

The international uranium industry is highly competitive. Our activities are directed toward the search, evaluation,
acquisition and development of uranium deposits into production operations. There is no certainty that the
expenditures to be made by us will result in discoveries of commercial quantities of uranium deposits. There is
aggressive competition within the mining industry for the discovery and acquisition of properties considered to have
commercial potential. We will compete with other interests, many of which have greater
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financial resources than we have, for the opportunity to participate in promising projects. Significant capital
investment is required to achieve commercial production from successful exploration and development efforts.

Nuclear energy competes with other sources of energy, including oil, natural gas, coal, hydro-electricity and
renewable energy sources. These other energy sources are to some extent interchangeable with nuclear energy,
particularly over the longer term. Lower prices of oil, natural gas, coal and hydro-electricity may result in lower
demand for uranium concentrate and uranium conversion services. Furthermore, the growth of the uranium and
nuclear power industry beyond its current level will depend upon continued and increased acceptance of nuclear
technology as a means of generating electricity. Because of unique political, technological and environmental factors
that affect the nuclear industry, the industry is subject to public opinion risks which could have an adverse impact on
the demand for nuclear power and increase the regulation of the nuclear power industry.

Our property title may be uncertain and could be challenged.

Although we have obtained title opinions with respect to certain of our properties, there is no guarantee that title to
any of our properties will not be challenged or impugned. Third parties may have valid claims underlying portions of
our interests. Our mineral properties in the United States consist of leases to private mineral rights, leases covering
state lands, unpatented mining claims and patented mining claims. Many of our mining properties in the United States
are unpatented mining claims to which we have only possessory title. Because title to unpatented mining claims is
subject to inherent uncertainties, it is difficult to determine conclusively ownership of such claims. These uncertainties
relate to such things as sufficiency of mineral discovery, proper posting and marking of boundaries and possible
conflicts with other claims not determinable from descriptions of record. The present status of our unpatented mining
claims located on public lands allows us the exclusive right to mine and remove valuable minerals. We are allowed to
use the surface of the public lands solely for purposes related to mining and processing the mineral-bearing ores.
However, legal ownership of the land remains with the United States. We remain at risk that the mining claims may
be forfeited either to the United States or to rival private claimants due to failure to comply with statutory
requirements. We have taken or will take appropriate curative measures to ensure proper title to our properties where
necessary and where possible.

Possible amendments to the General Mining Law could make it more difficult or impossible for us to execute our
business plan.

Members of the United States Congress have repeatedly introduced bills which would supplant or alter the provisions
of the United States Mining Law of 1872, as amended. Such bills have proposed, among other things, to (i) either
eliminate or greatly limit the right to a mineral patent; (ii) significantly alter the laws and regulations relating to
uranium mineral development and recovery from unpatented and patented mining claims; (iii) impose a federal
royalty on production from unpatented mining claims; (iv) impose time limits on the effectiveness of plans of
operation that may not coincide with mine life, (v) impose more stringent environmental compliance and reclamation
requirements on activities on unpatented mining claims, (vi) establish a mechanism that would allow states, localities
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and Native American tribes to petition for the withdrawal of identified tracts of federal land from the operation of the
U.S. general mining laws, and (vii) allow for administrative determinations that mining would not be allowed in
situations where undue degradation of the federal lands in question could not be prevented.

If enacted, such legislation could, among other effects, change the cost of holding unpatented mining claims and could
significantly impact our ability to develop locatable mineral resources on our patented and unpatented mining claims.
Although it is impossible to predict at this point what any legislated royalties might be, enactment could adversely
affect the potential for development and the economics of existing operating mines. Passage of such legislation could
adversely affect our financial performance.
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Additionally, as noted in other risk factors, there are ongoing withdrawals of federal lands for the purposes of mineral
location and development. While such proposals are not yet final and, as yet, do not directly affect the area of
Wyoming in which we currently have land holdings, they could have an adverse effect on our financial performance if
they are broadened in scope to directly affect the areas in which we have properties.

Acquisitions and integration may disrupt our business.

From time to time, we examine opportunities to acquire additional mining assets and businesses. Any acquisition that
we may choose to complete may be of significant size, may change the scale of our business and operations, and/or
may expose us to new geographic, political, operating, financial and geological risks. Any acquisitions would be
accompanied by risks. For example, there may be a significant change in commodity prices after we have committed
to complete the transaction and established the purchase price or share exchange ratio; a material ore body may prove
to be below expectations; we may have difficulty integrating and assimilating the operations and personnel of any
acquired company, realizing anticipated synergies and maximizing the financial and strategic position of the combined
enterprise, and maintaining uniform standards, policies and controls across the organization; the integration of the
acquired business or assets may disrupt our ongoing business and relationships with employees, customers, suppliers
and contractors; and the acquired business or assets may have unknown liabilities which may be significant. There can
be no assurance that we would be successful in overcoming these risks or any other problems encountered in
connection with such acquisitions.

We do not have an established earnings record, and we have never paid dividends.

We do not have an established earnings record, having only commenced operations in the second half of 2013. We
have not paid dividends on our Common Shares since incorporation and do not anticipate doing so in the foreseeable
future. Payments of any dividends will be at the discretion of our Board after taking into account many factors,
including our financial condition and current and anticipated cash needs.

We depend on the services of our management, key personnel, contractors and service providers.

Shareholders will be relying on the good faith, experience and judgment of our management and advisors in
supervising and providing for the effective management of the business and our operations and in selecting and
developing new investment and expansion opportunities. We may need to recruit additional qualified employees,
contractors and service providers to supplement existing management and personnel, the availability of which cannot
be assured, particularly in the current labor markets in which we recruit our employees and the somewhat remote
locations for which employees are needed. As well, the skilled professionals with expertise in engineering and process
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aspects of in situ recovery, radiation safety and other facets of our business are currently in high demand, as there are
relatively few such professionals with both expertise and experience. We will need to hire additional employees as we
develop the Shirley Basin Project. We will continue to be dependent on a relatively small number of key persons,
including key contractors, the loss of any one or several of whom could have an adverse effect on our business and
operations. We do not hold key man insurance in respect of any of our executive officers.

Our insurance coverage could be insufficient.

We currently carry insurance coverage for general liability, directors’ and officers’ liability and other matters. We
intend to carry insurance to protect against certain risks in such amounts as we consider adequate. Certain insurances
may be cost prohibitive to maintain, and even if we carried all such insurances, the nature of the
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risks we face in our exploration and uranium production operations is such that liabilities could exceed policy limits in
any insurance policy or could be excluded from coverage under an insurance policy. The potential costs that could be
associated with any liabilities not covered by insurance or in excess of insurance coverage or compliance with
applicable laws and regulations may cause substantial delays and require significant capital outlays, adversely
affecting our business and financial position. Additionally, we utilize a bonding surety program for our regulatory,
reclamation and restoration obligations at Lost Creek Project and the Pathfinder Mines sites. Availability of and terms
for such surety arrangements may change in the future, resulting in adverse effects to our financial condition.

We are dependent on information technology systems, which are subject to certain risks.

We depend upon information technology systems in a variety of ways throughout our operations. Any significant
breakdown of those systems, whether through virus, cyber-attack, security breach, theft, or other destruction, invasion
or interruption, or unauthorized access to our systems, could negatively impact our business and operations. To the
extent that such invasion, cyber-attack or similar security breach results in disruption to our operations, loss or
disclosure of, or damage to, our data and particularly our confidential or proprietary information, our reputation,
business, results of operations and financial condition could be materially adversely affected. Our systems, internal
controls and insurance for protecting against such cyber security risks may be insufficient. Although to date we have
experienced no such attack resulting in material losses, we may suffer such losses at any time in the future. We may
be required to expend significant additional resources to continue to modify and enhance our protective measures or to
investigate, restore or remediate any information technology security vulnerabilities.

U.S. Federal Income Tax Consequences to U.S. Shareholders under the Passive Foreign Investment Company Rules

Investors in the Common Shares of Ur-Energy that are U.S. taxpayers (referred to as a U.S. shareholder) should be
aware that we may be a “passive foreign investment company” (a “PFIC”) for the period ended December 31, 2015 and
may be a PFIC in subsequent years. If we are a PFIC for any year during a U.S. shareholder’s holding period, then

such U.S. shareholders generally will be subject to a special, highly adverse tax regime with respect to so-called
“excess distributions” received on our Common Shares. Gain realized upon a disposition of our Common Shares
(including upon certain dispositions that would otherwise be tax-free) also will be treated as an excess distribution.
Excess distributions are punitively taxed and are subject to additional interest charges. Additional special adverse

rules also apply to U.S. shareholders who own Common Shares of Ur-Energy if we are a PFIC and have a non-U.S.
subsidiary that is also a PFIC (a “lower-tier PFIC”).

A U.S. shareholder may make a timely "qualified electing fund" election (“QEF election”) or a "mark-to-market"
election with respect to our Common Shares to mitigate the adverse tax rules that apply to PFICs, but these elections
may accelerate the recognition of taxable income and may result in the recognition of ordinary income. To be timely,

a QEF election generally must be made for the first year in the U.S. shareholder’s holding period in which Ur-Energy

is a PFIC. A U.S. shareholder may make a QEF election only if the U.S. shareholder receives certain information
(known as a “PFIC annual information statement”) from us annually. A U.S. shareholder may make a QEF election with
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respect to a lower-tier PFIC only if it receives a PFIC annual information statement with respect to the lower tier
PFIC. The mark-to-market election is available only if our Common Shares are considered regularly traded on a
qualifying exchange, which we cannot assure will be the case for years in which it may be a PFIC. The
mark-to-market election is not available for a lower-tier PFIC.

We will use commercially reasonable efforts to make available to U.S. Holders, upon their written request: (a) timely
and accurate information as to our status as a PFIC and the PFIC status of any subsidiary in which Ur-

34

66



Edgar Filing: UR-ENERGY INC - Form 10-K

Table of Contents

Energy owns more than 50% of such subsidiary’s total aggregate voting power, and (b) for each year in which
Ur-Energy determines that it is a PFIC, upon written request, a PFIC annual information statement with respect to
Ur-Energy and with respect to each such subsidiary that we determine is a PFIC.

Special adverse rules that impact certain estate planning goals could apply to our Common Shares if we are a PFIC.
Each U.S. shareholder should consult its own tax advisor regarding the U.S. federal, state and local consequences of
the PFIC rules, and regarding the QEF and mark-to-market elections.

Item 1B. UNRESOLVED STAFF COMMENTS

None.

Item 3. LEGAL PROCEEDINGS

None.

Item 4. MINE SAFETY DISCLOSURE

Our operations and other activities at Lost Creek are not subject to regulation by the Federal Mine Safety and Health
Administration (“MSHA”) under the Federal Mine Safety and Health Act of 1977 (the “Mine Act”).
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PART II

Item 5. MARKET FOR registrant’s COMMON EQUITY, RELATED STOCKHOLDER MATTERS and issuer
purcHases of equity securities

Market Information

Since July 24, 2008, Ur-Energy’s Common Shares have been listed for trading on the NYSE MKT exchange under the
trading symbol “URG.” The following table sets forth the price range per share and trading volume for the Common
Shares:

NYSE
Common Shares
Volume  High Low

Quarter Ending US$

March 31, 2014 73,630,862 1.99 1.22
June 30, 2014 75,352,123 1.69 1.00
September 30, 2014 50,487,178 1.37 1.00
December 31, 2014 34,212,227 1.07 0.73
March 31, 2015 18,238,072 1.07 0.75
June 30, 2015 22,003,580 1.07 0.76
September 30, 2015 17,091,632 0.82 0.53
December 31, 2015 17,343,488 0.68 0.45

January 1, 2016 to February 24, 2016 10,766,166 0.70 0.46

Since November 29, 2005, Ur-Energy’s Common Shares have been listed and posted for trading on the Toronto Stock
Exchange under the trading symbol “URE.” The following table sets forth the price range per share and trading volume
for the Common Shares:

TSX
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Quarter Ending
March 31, 2014
June 30, 2014
September 30, 2014
December 31, 2014

March 31, 2015
June 30, 2015
September 30, 2015
December 31, 2015

January 1, 2016 to February 24, 2016

Common Shares
Volume High Low
CDN$
14,969,0522.21 1.36
12,750,6201.87 1.08
5,760,498 1.46 1.11
7,068,408 1.22 0.83

4,470,129 1.35 0.94
3,517,095 1.31 0.96
2,765,418 1.02 0.72
2,621,959 0.90 0.60

2,491,153 0.98 0.64
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Holders

The authorized capital of Ur-Energy consists of an unlimited number of Common Shares and an unlimited number of
Class A Preference Shares. As of February 25, 2016, 143,323,769 Common Shares are issued and outstanding and
no preferred shares are issued and outstanding. We estimate that we have approximately 18,000 beneficial holders of
our Common Shares. The holders of the Common Shares are entitled to one vote per share at all meetings of our
shareholders. The holders of Common Shares are also entitled to dividends, if and when declared by our Board and
the distribution of the residual assets of the company in the event of a liquidation, dissolution or winding up.

Our Class A Preference Shares are issuable by the directors in one or more series and the directors have the right and
obligation to fix the number of shares in, and determine the designation, rights, privileges, restrictions and conditions
attaching to the shares of each series. The rights of the holders of Common Shares will be subject to, and may be
adversely affected by, the rights of the holders of any Class A Preference Shares that may be issued in the future. The
Class A Preference Shares, may, at the discretion of the Board, be entitled to a preference over the Common Shares
and any other shares ranking junior to the Class A Preference Shares with respect to the payment of dividends and
distribution of assets in the event of liquidation, dissolution or winding up.

Shareholder Rights Plan

Ur-Energy maintains a shareholder rights plan (the “Rights Plan”) designed to encourage the fair and equal treatment of
shareholders in connection with any take-over bid for the Company's outstanding securities. The Rights Plan is
intended to provide the Board with adequate time to assess a take-over bid, to consider alternatives to a take-over bid

as a means of maximizing shareholder value, to allow competing bids to emerge, and to provide our shareholders with
adequate time to properly assess a take-over bid without undue pressure. The Rights Plan was reconfirmed by
shareholders at Ur-Energy’s annual and special meeting of shareholders on May 28, 2015.

Dividends

To date, we have not paid any dividends on our outstanding Common Shares and have no current intention to declare
dividends on the Common Shares in the foreseeable future. Any decision to pay dividends on our Common Shares in
the future will be dependent upon our financial requirements to finance future growth, the general financial condition
of the Company and other factors which our Board may consider appropriate in the circumstances.
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Securities Authorized for Issuance under Equity Compensation Plans

The following table sets forth certain summary information concerning our equity compensation plans as at December
31, 2015. Directors, officers, employees, and consultants are eligible to participate in the Option Plan. Directors and
employees, including executive officers, are eligible to participate in the RSU Plan.

Weighted Average Number of Common Shares Remaining
Number of Common Shares Exercise Price of for Future Issuance (Excluding
to be Issued Upon Exercise Outstanding Options, = Common Shares to be Issued Upon
of Outstanding Options, Warrants and Rights Exercise of Outstanding Options,

Warrants and Rights (C9% Warrants and Rights)
Equity compensation
plans approved by
securityholders (1) 16,916,872 $0.93 1,948,483

Equity compensation
plans not approved by
security-holders - - -

(1) Our shareholders have approved both the Ur-Energy Inc. Amended and Restated Stock Option Plan 2005, as
amended, and the Ur-Energy Inc. Amended Restricted Share Unit Plan.

(2) The exercise price represents the weighted exercise price of the 8,468,614 outstanding stock options under the
2005 Stock Option Plan.

(3) Represents 247,778 Common Shares remaining available for issuance under the Ur-Energy Inc. Amended and
Restated Stock Option Plan 2005 and 136,391 Common Shares available under the Ur-Energy Amended
Restricted Share Unit Plan.

(4) The warrants included represent only those which form a portion of compensation for certain consultants and our
commercial lender.

Recent Sales of Unregistered Securities

On December 19, 2013, we closed a private placement through which we issued 4,709,089 share units which

comprised one Common Share and one-half warrant for the purchase of Common Shares (for a total of 7,063,634
shares). The issuance of these securities was exempt from the registration requirements of the Securities Act of 1933,

as amended (the “Securities Act”) by virtue of Section 4(a)(2) and Regulation D thereof, as a transaction by an issuer not
involving a public offering. To the extent that purchasers were outside the United States, reliance was placed on
Regulation S. Proceeds from this private placement were used for development and construction of our Lost Creek
project and general corporate purposes.
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On April 4, 2013, we issued 1,000,000 Common Shares, through a private placement, in consideration of a purchase
agreement by which we repurchased a royalty interest at the Lost Creek Project. The issuance of these securities was
exempt from the registration requirements of the Securities Act by virtue of Section 4(a)(2) and Regulation D thereof,
as a transaction by an issuer not involving a public offering.

During the fiscal years ended December 31, 2015 and 2014, we did not have any sales of securities in transactions that
were not registered under the Securities Act.
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Issuer Purchases of Equity Securities

The Company did not purchase its own equity securities during the fiscal year ended December 31, 2015.

Performance Graph

The following information in this Item 5 of this Annual Report on Form 10-K is not deemed to be “soliciting material”
or to be “filed” with the SEC or subject to the liabilities of Section 8 of the Exchange Act, and will not be deemed to be
incorporated by reference into any filing under the Securities Act or the Exchange Act, except to the extent we
specifically incorporate it by reference into such a filing.

The following graph illustrates the period from December 31, 2010 to December 31, 2015 and reflects the cumulative
shareholder return of an investment in our Common Shares compared to the cumulative return of an investment in (a)
the Russell 3000 Index, (b) the NYSE MKT Composite Index, and (c) the average of a peer group consisting of
Denison Mines Corp., Uranium Energy Corp. and Uranium Resources, Inc. since December 31, 2010, assuming that
US$100 was invested and, where applicable, includes the reinvestment of dividends.

2010 2011 2012 2013 2014 2015
Ur-Energy Inc. 100 29 28 47 31 26
NYSE MKT Index 100 103 107 110 111 97
Russell 3000 100 99 113 148 163 161
Peer Average 100 52 34 48 37 18
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Item 6. SELECTED FINANCIAL DATA

The selected financial data set forth below are derived from our audited consolidated financial statements for the years
ended December 31, 2015, 2014, 2013, 2012 and 2011, and should be read in conjunction with those financial
statements and the notes thereto. The consolidated financial statements have been prepared in accordance with United
States generally accepted accounting principles (“US GAAP”). Reference should also be made to “Item 7. Management's
Discussion and Analysis of Financial Condition and Results of Operations.”

SUMMARY OF FINANCIAL CONDITION

(Amounts in thousands of U.S. Dollars except per share data)

As of December 31

2015 2014 2013 2012 2011
Working capital (deficiency) (7,510)(2,645) (242) 15,53221,990

Current assets 5,713 9,346 10,432 18,21023,566
Total assets 95,757 104,451105,33669,48364,565
Current liabilities 13,223 11,991 10,674 2,678 1,576
Long-term liabilities 50,033 60,359 55,998 1,168 -

Shareholders' equity 32,501 32,101 38,664 65,63762,989

Year ended December 31

2015 2014 2013 2012 2011
Revenue 41,87729,349 7,616 Nil Nil
Net loss for the year (795) (8,749)(30,353)(17,558)(16,443)
Loss per common share:

Basic and diluted (0.01) (0.07) (0.25) (0.15) (0.16)

Cash dividends per common share Nil ~ Nil  Nil Nil Nil

75



Edgar Filing: UR-ENERGY INC - Form 10-K

No dividends were paid during these five years.
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATION

Business Overview

The following discussion is designed to provide information that we believe necessary for an understanding of our
financial condition, changes in financial condition and results of our operations. The following discussion and analysis
should be read in conjunction with the accompanying audited consolidated financial statements and related notes. The
financial statements have been prepared in accordance with US GAAP.

2015 Developments

Lost Creek Property — Great Divide Basin, Wyoming

Following receipt of the final regulatory authorization in October 2012, we commenced construction at Lost Creek.
Construction included the plant facility and office building, installation of all process equipment, installation of two
access roads, additional power lines and drop lines, deep disposal wells, construction of two holding ponds,
warehouse building, and drill shed building. In August 2013, the Company was given operational approval by the
NRC and commenced production operation activities.

Production operations in MU1 within the HJ Horizon began on August 2, 2013 and, through September 30, 2015,
1,358,407 pounds of uranium have been produced from this mine unit. For the Lost Creek PEA, all resources

produced through September 30, 2015 were subtracted from total Measured Resources from the HJ Horizon in MU1

in order to accurately reflect remaining resources. All of the wells to support the originally-planned 13 header houses
(“HHs”) have been completed. Surface installations for HHs 1-1 through 1-12 have been installed and HHs 1-1 through
1-12 were operational as of December 31, 2015. Construction of header house 13 is underway.

All monitor ring wells have been installed and pump-tested in MU2. As of December 31, 2015, 179 pattern wells have
been piloted within HHs 2-1, 2-2 and 2-3 (at October 15, 2015, the effective date of the Lost Creek PEA, 138 pattern
wells were piloted). Additionally, two applications for amendments to the license and permits have been submitted; as
described in the Lost Creek PEA, the two applications primarily seek to authorize production in the KM Horizon
within the Lost Creek Project and to authorize production in the HJ and KM Horizons within the EMT in the LC East
Project.

During 2015, 783,547 pounds of U;Og were captured within the Lost Creek plant; 727,245 pounds U;Og were

packaged in drums; and 717,125 pounds U;O4 of drummed inventory were shipped from the Lost Creek processing
plant to the converter. At December 31, inventory at the conversion facility was approximately 63,776 pounds U;Ox.
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From production, Lost Creek sold 725,000 pounds U;Og during 2015 at an average price of US$41.33 per pound.
Total sales for 2015, including purchased U;Og, was 925,000 pounds at an average price of US$45.20 per pound.
Contract sales were as expected (630,000 pounds at an average price of US$49.42 per pound); however, spot sales
were lower than expected (295,000 pounds at an average price of US$36.18) due to the continuing low spot price
environment.

After more than two years of operations, the 2015 average plant head grade remained at 97 ppm despite having
somewhat lower head grades in the fourth quarter. Head grade during December was 87 ppm, which was above the
quarter’s average grade of 85 ppm. The lower head grade during this period of operation, as well as varying
month-to-month grades, is a typical result as the mine matures and older operating patterns remain in the flow regime
while newer patterns are brought online. This maturation of mine is also demonstrated through the
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increasing average flowrates as additional HHs are brought on line, with a 454 gpm (23.5%) increase during the fourth
quarter as compared to the third quarter.

Lost Creek Regulatory and Legal Proceedings

After receiving notice of final operational clearance from the NRC, we commenced production activities at Lost Creek
in August 2013. Subsequent to those final approvals, we have made necessary additional filings for approvals of
ongoing operations at Lost Creek (e.g., wellfield development; authorizations related to the new deep disposal well;
permits and authority for new Class V wells). In September 2014, we filed applications for amendment of all Lost
Creek permits and licenses to include recovery from the KM horizon and LC East operations. In 2015, the BLM
issued a notice of intent to complete an environmental impact statement for the application. The NRC will participate
in this review as a cooperating agency. A permit amendment requesting approval to mine at the LC East Project and
within the KM Horizon at the Lost Creek Project was also submitted to the WDEQ for review and approval. Approval
will include an aquifer exemption.

Corporate Transactions and Financing Developments

RMB Australia Holdings Limited

We established a banking relationship with RMB Australia Holdings Limited (“RMB”) in 2013 which allowed for
various financings during 2013. The first facility remained available for redraw as necessary for the Pathfinder
acquisition, and $5.0 million was redrawn in December 2013 for that purpose. The facility was amended in March
2014 and an additional $1.5 million was drawn down at that time and, following the completion of the Technical
Report (NI 43-101) on the Shirley Basin Project, an additional $3.5 million was drawn down as a revolver in
September 2014. In October 2015, the facility was amended to extend the maturity date of the $3.5 million revolver
and spread the balance originally due March 2016 over four quarterly payments commencing March 2016 and
concluding December 2016. This loan facility is secured by the Pathfinder assets.

Off Take Sales Agreements

As of December 31, 2015, we have ten off take sales agreements with various U.S. utilities. These agreements were
completed between 2012 and 2015 for deliveries between 2016 and 2021 as follows:
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SUMMARY OF OFF TAKE SALES AGREEMENTS
Production Year Total Pounds Uranium Concentrates Contractually Committed

2016 662,000 pounds

2017 600,000 pounds

2018 500,000 pounds

2019 600,000 pounds

2020 450,000 pounds

2021 250,000 pounds
Shirley Basin Project

We commissioned and issued an independent, NI 43-101 technical report on Shirley Basin, “Technical Report on
Resources Shirley Basin Uranium Project Carbon County, Wyoming” dated August 27, 2014 (the “Shirley Basin
Technical Report”). This was the first technical report on mineral resources issued for Shirley Basin. Subsequently, on
January 27, 2015, we commissioned and issued a second independent, NI 43-101 report on

42

80



Edgar Filing: UR-ENERGY INC - Form 10-K

Table of Contents

Shirley Basin: the “Preliminary Economic Assessment Shirley Basin Uranium Project Carbon County,

Wyoming,” (“Shirley Basin PEA”). The Shirley Basin PEA suggests the possible viability of the project, based upon
analyses of metallurgy and recoverability, engineering, and economics including costs of capital expenditures and
operating costs. The Shirley Basin Technical Report was based primarily on analyses of historic drill hole data
acquired with the purchase of the property. In addition, we drilled 14 confirmation holes prior to the preparation of the
report. The mineral resources for the Shirley Basin Project were estimated in the Technical Report, and considered
for economics and recoverability in the Shirley Basin PEA. The mineral resource estimate is set forth above, in Items
1 and 2. Business and Properties — Shirley Basin Project — Shirley Basin.

The Shirley Basin PEA contemplates that the Lost Creek processing facility may be utilized for the drying and
packaging of uranium from Shirley Basin, for which we currently anticipate the need only for a satellite plant.
However, the Shirley Basin permit application, filed in December 2015, contemplates the construction of a full
processing facility, providing greater construction and operating flexibility as may be dictated by market conditions.

The Bootheel Project, LLC

In April 2015, the Management Committee of the Bootheel Project determined to continue the ownership and
maintenance on the Bootheel property for the fiscal year ending March 31, 2016, which is the fiscal year end of The
Bootheel Project, LLC. No additional exploration or development activities are planned at this time.

Management Changes

In May 2015, Wayne Heili, then President and CEO, concluded his employment with the Company following the
completion of the term of his employment agreement. Thereafter, Jeffrey T. Klenda formally assumed the role of
Acting Chief Executive Officer of Ur-Energy. Mr. Klenda has served as the Chairman of the Board of Directors and
Executive Director of the Company since 2006. Mr. Heili also resigned from the Board of Directors in May 2015. At
our Annual General and Special Meeting of Shareholders, held May 28, 2015, our shareholders elected all six of the
nominated director candidates to our Board, including Gary Huber, PhD. Dr. Huber previously served as a director of
the Company during 2007.

2015 Results of Operations

U;0g¢ Production Costs
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During 2015, 783,547 pounds of U304 were captured within the Lost Creek plant. 727,245 of those pounds were
packaged in drums and 717,125 pounds of the drummed inventory were shipped to the conversion facility where
925,000 pounds were sold to utility customers, including 200,000 pounds of purchased U;Oq. The cash cost per
pound and non-cash cost per pound for produced uranium presented in the following Production Costs and U;Og Sales
and Cost of Sales tables are non-US GAAP measures. These measures do not have a standardized meaning or a
consistent basis of calculation under US GAAP. These measures are used to assess business performance and may be
used by certain investors to evaluate performance. Please see the tables,
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below, for reconciliations of these measures to the US GAAP compliant financial statements. Production figures for
the Lost Creek Project are as follows:

Production Costs Unit 2015 Q4 2015 Q3 2015Q2  2015Q1 f{OTlS
Pounds captured Ib 211,717 172,282 207,268 192,280 783,547
Ad valorem and severance tax $000 $ 470 $ 674 $ 310 $ 150 $ 1,604
Wellfield cash cost (1) $000 $ 1,017 $ 990 $ 830 $ 1,080 $ 3917
Wellfield non-cash cost (1)(2) $000 $ 619 $ 1,087 $ 1,333 $ 1,335 $ 4,374
Ad valorem and severance tax per pound

captured $1b $2.22 $ 391 $ 1.50 $ 0.78 $ 2.05
Cash cost per pound captured $b  $ 4.80 $ 5.75 $ 4.00 $ 5.62 $ 5.00
Non-cash cost per pound captured $b $ 292 $ 6.31 $ 6.43 $ 6.94 $ 5.58
Pounds drummed 1b 189,480 176,850 183,858 177,057 727,245
Plant cash cost (3) $000 $ 1,687 $ 1,824 $ 1,983 $ 1,718 $ 7,212
Plant non-cash cost (2)(3) $000 $ 497 $ 498 $ 498 $ 497 $ 1,990
Cash cost per pound drummed $b  $ 8.90 $ 10.31 $ 10.79 $ 9.70 $9.92
Non-cash cost per pound drummed $/b $ 2.63 $ 2.82 $ 2.71 $ 2.81 $ 2.74
Pounds shipped to conversion facility Ib 181,568 184,380 179,672 171,505 717,125
Distribution cash cost (4) $000 $ 128 $ 80 $ 141 $ 145 $ 494
Cash cost per pound shipped $b  $ 0.70 $ 043 $ 0.78 $ 0.85 $ 0.69
Pounds purchased Ib - - 200,000 - 200,000
Purchase costs $000 $ - $ - $ 7,878 $ - $ 7,878
Cash cost per pound purchased $b $ - $ - $ 39.39 $ - $ 39.39
Notes:

1. Wellfield costs include all wellfield operating costs plus amortization of the related mineral property acquisition
costs and depreciation of the related asset retirement obligation costs. Wellfield construction and development
costs, which include wellfield drilling, header houses, pipelines, power lines, roads, fences and disposal wells, are
treated as development expense and are not included in wellfield operating costs.

2. Non-cash costs include the depreciation of plant equipment and related asset retirement obligation costs, and the
amortization of the investment in the mineral property acquisition costs. The expenses are calculated on a straight
line basis so the expenses are typically constant for each quarter. The cost per pound from these costs will therefore
typically vary based on production levels only.

3. Plant costs include all plant operating costs, site overhead costs and depreciation of the related plant construction
and asset retirement obligation costs.

4. Distribution costs include all shipping costs and costs charged by the conversion facility for weighing, sampling,
assaying and storing the U;Oyq prior to sale.
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Production costs have remained fairly consistent over the past four quarters while the production costs per pound
generally decreased during the year. In total, wellfield, plant and distribution cash costs were very consistent quarter
on quarter during 2015. The respective cash costs per pound decreased overall during the year and the decreases were
primarily driven by increasing levels of production.
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Ad valorem and severance taxes fluctuate based on pounds extracted and the relative sales value of those

pounds. Additionally, the State of Wyoming retroactively increased the ad valorem and severance tax industry factor
by 31% in 2014 Q4 and later revised the increase down to six percent in 2015 Q1, which led to a substantially lower
cost and cost per pound during that quarter. Fluctuations in the ad valorem and severance taxes per pound in
subsequent quarters were primarily due to fluctuations in the average price per pound sold during those same quarters.

Wellfield cash costs in 2015 Q1 were somewhat elevated due to one-off computer and communications related
expenses and the annual labor bonus. They then decreased significantly in 2015 Q2 due to not repeating the one-off
costs from 2015 Q1 and having open positions in the labor force but then returned to normal levels in the past two
quarters primarily due to the replacement of those vacant positions and higher labor benefit costs. Despite the higher
costs in 2015 Q4, the cash cost per pound captured decreased to $4.80 as a result of the higher production level
achieved during the quarter and averaged $5.00 per pound for the year. Wellfield non-cash costs are normally
relatively fixed. However, most of the capitalized reclamation costs for the first mine unit were expensed through
depreciation as of 2015 Q3 based on our original estimated time to commence reclamation. Actual reclamation has not
commenced because we are still extracting pounds from all header houses in the first mine unit. Reclamation will not
begin until after we have completed the extraction process. Therefore, the non-cash costs included in wellfield costs
declined substantially in the last two quarters of 2015. Because of the lower wellfield non-cash costs and the
increasing level of pounds captured, the resulting non-cash cost per pound captured decreased to $2.92 in 2015 Q4
and averaged $5.58 for the year.

Plant cash costs were relatively stable during the year with the higher costs in 2015 Q2 being driven by a one-off road
construction payment to Sweetwater county and the lower costs in 2015 Q4 being the result of lower than average
federal agency costs. Because of the lower cash costs in 2015 Q4 and the higher level of production, the resulting cash
cost per pound drummed decreased to $8.90 and averaged $9.92 for the year. Plant non-cash costs did not change
during the year. Minimal fluctuations in the non-cash cost per pound drummed were solely due to changes in pounds
drummed and the average non-cash cost per pound drummed for the year was $2.74.

Distribution costs increased in the final quarter of the year due to having received a number of final assays along with
their associated costs during the period. Pounds shipped remained consistent with previous quarters and the resulting
cash cost per pound shipped in 2015 Q4 increased to $0.70 as a result of the higher cost, which was consistent with
$0.69 per pound average for the year.

In 2015 Q2, we purchased 200,000 pounds at the then spot price of $39.39 per pound. The pounds were delivered into
one of our scheduled contract deliveries.
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U;0g Sales and Cost of Sales

Unit 2015Q4  2015Q3
Ib 225,000 150,000
$000 $ 7,756 $ 8,459
$/1b $ 28.49 $ 66.71
$/1b $ 36.18 $ 35.75
$/1b $ 34.47 $ 56.39

Dollar-Based Net Expansion Rate. Our ability to generate revenue
is dependent upon our ability to maintain our relationships with our
customers and to increase their utilization of our customer service
platform. We believe we can achieve this by focusing on delivering
value and functionality that retains our existing customers, expands
the number of authorized agents associated with an existing
customer account, and results in upgrades to higher-priced
subscription plans. Maintaining customer relationships allows us to
sustain and increase revenue to the extent customers maintain or
increase the number of authorized agents licensed to use our
customer service platform. We assess our performance in this area
by measuring our dollar-based net expansion rate. Our dollar-based
net expansion rate provides a measurement of our ability to increase
revenue across our existing customer base through expansion of
authorized agents associated with a customer account, and upgrades
in subscription plan, as offset by churn, contraction in authorized
agents associated with a customer account, and downgrades in
subscription plan.

Our dollar-based net expansion rate is based upon our monthly
recurring revenue for a set of customer accounts. Monthly recurring
revenue for a customer account is a legal and contractual
determination made by assessing the contractual terms of each
customer account, as of the date of determination, as to the revenue

2015 Q2

404,000

$ 18,213

$ 46.88

$ 36.50

$ 45.08

2015 Q1

146,000

$ 7,380

$ 50.55

$ 50.55
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we expect to receive in the next monthly period for that customer
account, assuming no changes to the subscription and without taking
into account any one-time discounts, if any, that may be applicable
to such subscription. Monthly recurring revenue is not determined by
reference to historical revenue, deferred revenue or any other United
States generally accepted accounting principles, or GAAP, financial
measure over any period. It is forward-looking and contractually
derived as of the date of determination.
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We calculate our dollar-based net expansion rate by dividing our
retained revenue net of contraction and churn by our base revenue.
We define our base revenue as the aggregate monthly recurring
revenue of our customer base as of the date one year prior to the date
of calculation. We define our retained revenue net of contraction and
churn as the aggregate monthly recurring revenue of the same
customer base included in our measure of base revenue at the end of
the annual period being measured. Our dollar-based net expansion
rate is also adjusted to eliminate the effect of certain activities that
we identify involving the transfer of agents between customer
accounts, consolidation of customer accounts, or the split of a single
customer account into multiple customer accounts. While not
material, we believe the failure to account for these activities would
otherwise skew our dollar-based net expansion metrics associated
with customers that maintain multiple customer accounts. Our
dollar-based net expansion rate was 122% as of June 30, 2014. We
expect our dollar-based net expansion rate to decline over time as
our aggregate monthly recurring revenue grows.

Prior to the implementation of a new subscription billing system in
July 2013, we calculated monthly recurring revenue for a customer
account based on the aggregate payment for the subscription to our
platform for such customer account, including one-time discounts,
and the number of months in the term of the subscription, assuming
a 30-day month for the purpose of such calculation. We believe that
the impact of the change in our methodology of calculating monthly
recurring revenue on our dollar-based net expansion rate is
immaterial.

Components of Results of Operations
Revenue

We derive substantially all of our revenue from subscription
services, which are comprised of subscription fees from customer
accounts on our customer service platform and, to a lesser extent,
live chat software. Each subscription may have multiple authorized
users, and we refer to each such user as an “agent.” The number of
agents ranges from one to thousands for various customer accounts.
Our pricing is generally established on a per agent basis. We offer a
range of subscription account plans that vary in pricing per agent
based on functionality and the type and, for our customer service
platform, amount of product support we offer. We sell subscription
services under contractual agreements that vary in length, ranging
between one month and multiple years, with the majority of
subscriptions having a term of either one month or one year.

Subscription fees are generally non-refundable regardless of the
actual use of the service. Subscription revenue is affected by the
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number of customer accounts, number of agents, and the type of plan
purchased by our customers, and is recognized ratably over the
contractual term of the arrangement beginning on the date that our
services are made available to our customers. Subscription services
purchased online are typically paid for via a credit card on the date
of purchase while subscription services purchased through our
internal sales organization are generally billed with monthly,
quarterly, or annual payment frequency. Due to our mixed contract
lengths and billing frequencies, the annualized value of the
arrangements we enter into with our customers may not be fully
reflected in deferred revenue at any single point in time.
Accordingly, we do not believe that the change in deferred revenue
for any period is an accurate indicator of future revenue for a given
period of time.

We derive an immaterial amount of revenue from implementation,
voice, and training services, for which we recognize revenue upon
completion.

Cost of Revenue, Gross Margin, and Operating Expenses

Cost of Revenue. Cost of revenue consists primarily of personnel
costs (including salaries, benefits, and share-based compensation)
for employees associated with our platform infrastructure and our
product support organizations, depreciation expense associated with
the equipment purchased for our self-managed colocation data
centers, data center costs related to hosting our platform,
amortization expense associated with capitalized internal-use
software, amortization expense associated with acquired intangible
assets, payment processing fees, and allocated shared costs. We
allocate shared costs such as rent, shared information technology
costs, and employee benefit costs to all departments based on
headcount. As such, allocated shared costs are reflected in cost of
revenue and each operating expense category.

We currently utilize third-party managed hosting facilities located in
North America, Europe, and Asia and self-managed colocation data
centers in which we manage our own network equipment and
systems. We currently operate out of two such self-managed
colocation data centers located in California and Ireland. In order to
improve our long-term cost efficiency, we intend to expand our
operations in these and establish other self-managed colocation data
centers over time. We also intend to consolidate hosting of our live
chat software into our self-managed colocation data centers and
conform the live chat software to the technical and other operational
and security measures applicable to our customer service platform.
In certain markets and for certain products, we may elect not to
pursue our self-managed colocation strategy, depending on
individual market dynamics.
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We intend to continue to invest additional resources in our platform
infrastructure and our product support organizations. As we continue
to invest in technology innovation, we expect to have increased
capitalized internal-use software costs and related amortization. We
expect that the investment in technology should not only expand the
capability of our customer service platform and live chat software
but also increase the efficiency of how we deliver our customer
service platform and live chat software, enabling us to improve our
gross margin over time. The level and timing of investment in these
areas could affect our cost of revenue in the future.

Gross Margin. Gross margin is gross profit expressed as a
percentage of revenue. Our gross margin may fluctuate from period
to period as our revenue fluctuates and as a result of the timing and
amount of investments to expand our product support team,
increased share-based compensation expenses, investments in
additional personnel, equipment, and facilities to support our
platform architecture, as well as the amortization of costs associated
with capitalized internal-use software and acquired intangible assets.

Research and Development. Research and development expenses
consist primarily of personnel costs (including salaries, benefits, and
share-based compensation) for employees associated with our
research and development organization, professional fees paid to
third-party development resources, and allocated shared costs.

We focus our research and development efforts on the continued
development of our customer service platform and live chat
software, including the development and deployment of new features
and functionality and enhancements to our software architecture. We
expect that, in the future, research and development expenses will
increase in absolute dollars. However, we expect our research and
development expenses to decrease modestly as a percentage of our
revenue over time, although this may fluctuate from period to period
depending on fluctuations in revenue and the timing and extent of
our research and development expenses.

Sales and Marketing. Sales and marketing expenses consist of
personnel costs (including salaries, commissions, benefits,
share-based compensation, and travel-related expenses) for
employees associated with our sales and marketing organizations,
costs of marketing activities, and allocated shared costs. Marketing
activities include online lead generation, advertising, promotional
events, and public and community relations, as well as product
design activities designed to improve the adoption of our customer
service platform and live chat software. Sales commissions and other
incremental costs to acquire contracts are expensed as incurred.
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We focus our sales and marketing efforts on generating awareness of
our company, creating sales leads, establishing and promoting our
brand, and cultivating a community of successful and vocal
customers. We plan to continue investing in sales and marketing by
increasing the number of direct sales employees, developing our
field sales team, expanding our indirect sales channels, building
brand awareness, and sponsoring additional marketing events, which
we believe will enable us to add new customers and increase
penetration within our existing customer base. Because we do not
have a long history of expanding our sales force, we cannot predict
whether, or to what extent, our revenue will increase as we expand
our sales force or how long it will take for new sales personnel to
become productive. We expect our sales and marketing expenses to
continue to increase in absolute dollars and continue to be our largest
operating expense category for the foreseeable future. We expect our
sales and marketing expenses to increase modestly as a percentage of
our revenue over time, although this may fluctuate from period to
period depending on fluctuations in revenue and the timing and
extent of our sales and marketing expenses.

General and Administrative. General and administrative expenses
consist primarily of personnel costs (including salaries, benefits, and
share-based compensation) for our executive, finance, legal, human
resources, and other administrative employees. In addition, general
and administrative expenses include fees for third-party professional
services, including consulting, legal, and accounting services, and
other corporate expenses and allocated shared costs.

We expect to incur incremental costs associated with supporting the
growth of our business, both in terms of size and geographic
expansion, and to meet the increased compliance requirements
associated with our transition to, and operation as, a public company.
Such costs include increases in our accounting, legal, and human
resources personnel, additional consulting, legal, and audit fees,
insurance costs, board of directors’ compensation and the costs of
achieving and maintaining compliance with Section 404 of the
Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act, and other
costs associated with being a public company. As a result, we expect
our general and administrative expenses to continue to increase in
absolute dollars for the foreseeable future. However, we expect our
general and administrative expenses to decrease modestly as a
percentage of our revenue over time, although this may fluctuate
from period to period depending on fluctuations in revenue and the
timing and extent of our general and administrative expenses.

Other Expense, Net
Other expense, net consists primarily of interest expense associated

with our credit facility and transaction gains or losses on foreign
currency.
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Results of Operations

The following tables set forth our results of operations for the
periods presented in dollars and as a percentage of our revenue:

Three Months Six Months Ended
Ended June 30, June 30,
2014 2013 2014 2013

Revenue $29.506 $16,396 $54,598 $30,307
Cost of revenue (D 11,731 5,681 20,726 10,551
Gross profit 17,775 10,715 33,872 19,756

Operating expenses (1:
Research and

development 10,499 3,528 15,677 6,877
Sales and marketing 20,339 8,208 34,626 16,203
General and

administrative 8,315 5,140 14,699 8,098
Total operating expenses 39,153 16,876 65,002 31,178
Operating loss (21,378) (6,161 ) (31,130) (11,422)
Other expense, net @450 ) (133 ) @09 ) (210 )
Loss before provision for

income taxes (21,828) (6,294) (32,039) (11,632)
Provision (benefit) for

income taxes (85 ) 58 (36 ) 78

Net loss $(21,743) $(6,352) $(32,003) $(11,710)

(1) Includes share-based compensation expense as follows:

Three Months Six Months
Ended June 30, Ended June 30,
2014 2013 2014 2013

Cost of revenue $1,010 $61 $1,100 $100
Research and development 4,168 155 4,478 226
Sales and marketing 3,268 229 3,758 388

General and administrative 2,537 2,022 3,471 2,155

Three Months Six Months
Ended June 30, Ended June 30,
2014 2013 2014 2013

Revenue 100.0% 100.0% 100.0% 100.0%
Cost of revenue @ 39.8 34.6 38.0 34.8
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Gross profit 60.2 65.4 62.0 65.2
Operating expenses ()

Research and development 35.6 21.5 28.7 22.7
Sales and marketing 68.9 50.1 63.4 53.5
General and administrative 28.2 31.3 26.9 26.7
Total operating expenses  132.7 102.9 119.1 102.9

Operating loss (725) (@376) (57.0) (37.17)
Other expense, net (1.5 ) (@©8 ) (@17 ) (0.7)
Loss before provision for

income taxes (740) ((384) (58.7) (384)
Provision (benefit) for

income taxes 03 ) 04 0.1 ) 03

Net loss (73.7 %) (38.7 %) (58.6 %) (38.6 %)

(2) Includes share-based compensation expense as follows:

Three

Months Six Months

Ended June Ended June

30, 30,

2014 2013 2014 2013
Cost of revenue 34 % 04 % 2.0% 03 %
Research and development 14.1 0.9 82 0.7
Sales and marketing 11.1 1.4 6.9 1.3
General and administrative 8.6 12.3 6.4 7.1
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Revenue

Three Months Six Months Ended
Ended June 30, June 30,
% %

2014 2013 Change 2014 2013 Change

(In thousands, except percentages)
Revenue$29,506 $16,396 80% $54,598 $30,307 80%
Revenue increased $13.1 million, or 80%, in the three months ended
June 30, 2014 compared to the same period in 2013. Of the total
increase in revenue, $8.6 million, or 65%, was attributable to
revenue from new customer accounts acquired from July 1, 2013
through June 30, 2014, net of churn and contraction, and $4.5
million, or 35%, was attributable to revenue from accounts existing
on or before June 30, 2013, net of churn and contraction.

Revenue increased $24.3 million, or 80%, in the six months ended
June 30, 2014 compared to the same period in 2013 due to the
addition of new customer accounts and the continued expansion of
existing customer accounts.

Cost of Revenue and Gross Margin

Prior to the IPO, we granted RSUs and certain stock options with
both a service condition and a performance condition, or
Performance Awards. The service condition for substantially all of
the Performance Awards is satisfied over three or four years. The
performance condition was satisfied upon the effectiveness of the
registration statement related to our IPO. No share-based
compensation expense had been recognized for the Performance
Awards prior to the IPO. Upon the satisfaction of the performance
condition, we recognized a cumulative share-based compensation
expense for the portion of the Performance Awards that had met the
service condition. In the three and six months ended June 30, 2014,
share-based compensation expense related to the Performance
Awards was $6.1 million, including $0.6 million in cost of revenue,
$3.2 million in research and development, $1.3 million in sales and
marketing, and $1.0 million in general and administrative expenses.

Three Months Six Months Ended
Ended June 30, June 30,
% %
2014 2013 Change 2014 2013 Change
(In thousands, except percentages)
$11,731  $5,681 106% $20,726 $10,551  96%
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Cost or

Revenue

Gross

Margin 602 % 654 % — 620 % 652 % —
Cost of revenue increased $6.1 million, or 106%, and $10.2 million,
or 96%, in the three and six months ended June 30, 2014,
respectively, compared to the same periods in 2013. The overall
increases were primarily due to increased employee
compensation-related costs of $3.0 million and $4.8 million,
increased depreciation expense and other costs associated with our
self-managed colocation data centers of $0.7 million and $1.5
million, and increased hosting fees of $0.4 million and $0.7 million
for the three and six months ended June 30, 2014, respectively,
compared to the same period in 2013. The increases in employee
compensation-related costs were due to our substantial increase in
headcount year over year and the share-based compensation expense
related to the Performance Awards described above. The increases in
depreciation expense and other costs associated with our
self-managed colocation data centers were driven by our investments
in building out and increasing capacity within our self-managed
colocation data centers. Hosting fees for our platform infrastructure
also increased as we increased capacity in third-party managed data
centers to support our growth. Further contributing to the increase
were increases in allocated shared costs of $0.9 million and $1.7
million, and increases in amortization expense associated with
capitalized internal-use software of $0.5 million and $0.7 million for
the three and six months ended June 30, 2014, respectively,
compared to the same period in 2013. The increases in allocated
shared costs were mainly driven by increased facilities and
information technology costs.

Our gross margin decreased 5.2% and 3.2% for the three and six
months ended June 30, 2014, respectively, compared to the same
periods in 2013. The decreases in gross margin were primarily due to
a 5.1% and 3.8% increase in employee-related compensation
expense as a percentage of revenue for the three and six months
ended June 30, 2014, respectively, compared to the same periods in
2013. The increases in employee-related compensation expense
were driven by our investment in growing our customer support
organization to support the growth of our customer base and the
share-based compensation expense related to the Performance
Awards described above.
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Operating Expenses

Research and Development Expenses

Three Months Six Months
Ended June 30, Ended June 30,
% %

2014 2013  Change 2014 2013  Change

(In thousands, except percentages)
Research and
Development $10,499 $3,528 198% $15,677 $6,877 128%
Research and development expenses increased $7.0 million, or
198%, and $8.8 million, or 128% in the three and six months ended
June 30, 2014, respectively, compared to the same periods in 2013.
The increases were primarily due to increased employee
compensation-related costs of $6.0 million and $6.9 million for the
three and six months ended June 30, 2014, respectively, compared to
the same periods in 2013, driven by a substantial increase in our
headcount year over year and the share-based compensation expense
related to the Performance Awards described above. Other expenses,
including allocated shared costs, travel expenses and consulting fees,
increased $1.0 million and $1.9 million for the three and six months
ended June 30, 2014, respectively, compared to the same periods in
2013.

Sales and Marketing Expenses

Three Months Six Months Ended
Ended June 30, June 30,
% %

2014 2013  Change 2014 2013 Change

(In thousands, except percentages)
Sales and
Marketing $20,339 $8,208 148% $34,626 $16,203 114%
Sales and marketing expenses increased $12.1 million, or 148%, and
$18.4 million, or 114%, in the three and six months ended June 30,
2014, respectively, compared to the same periods in 2013. The
overall increases were primarily due to increased employee
compensation-related costs of $7.9 million and $10.6 million, and
increased marketing program costs of $1.6 million and $3.0 million
for the three and six months ended June 30, 2014, respectively,
compared to the same periods in 2013. The increases in employee
compensation-related costs were driven by a substantial increase in
our sales force year over year, the share-based compensation
expense related to the Performance Awards described above, and
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$1.2 million of share-based compensation expense related to the
accelerated vesting of certain stock options during the three months
ended June 30, 2014. The increases in marketing program costs in
the three and six months ended June 30, 2014 were primarily driven
by increases in online lead generation marketing programs to drive
the adoption of our customer service platform. Additionally, other
expenses, including allocated shared costs, travel expenses, and
consulting fees, increased $2.6 million and $4.8 million for the three
and six months ended June 30, 2014, respectively, compared to the
same periods in 2013.

General and Administrative Expenses

Three Months Six Months
Ended June 30, Ended June 30,
% %

2014 2013  Change 2014 2013  Change

(In thousands, except percentages)
General and
Administrative $8,315 $5,140 62% $14,699 $8,098 82%
22
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General and administrative expenses increased $3.2 million, or 62%,
and $6.6 million, or 82%, in the three and six months ended June 30,
2014, respectively, compared to the same periods in 2013. The
overall increases were primarily due to increased employee
compensation-related costs of $1.7 million and $3.7 million, and
increased professional and outside services costs of $0.4 million and
$1.2 million for the three and six months ended June 30, 2014,
respectively, compared to the same periods in 2013. The increases in
employee compensation-related costs were due to a substantial
increase in headcount year over year and the share-based
compensation expense related to the Performance Awards described
above, partially offset by $1.7 million of share-based compensation
expense recorded in the three months ended June 30, 2013 related to
the accelerated vesting of certain stock options. The increases in
professional and outside services costs, comprised primarily of fees
related to legal and accounting services, were driven by increased
level of business activities and increased compliance costs as a
public company. Also contributing to the increased professional and
outside services costs was $0.6 million of professional services fees
incurred during the three months ended March 31, 2014 in
connection with the acquisition of Zopim. Additionally, allocated
shared costs increased $1.1 million and $1.7 million for the three and
six months ended June 30, 2014, respectively, compared to the same
periods in 2013.

Other Expense, Net

Three

Months Six Months
Ended June Ended June
30, 30,

% %
2014 2013 Change 2014 2013 Change
(In thousands, except percentages)
Other Expense, Net $450 $133  238% $909 $210 333%
Other expense, net increased $0.3 million, or 238%, and $0.7
million, or 333%, in the three and six months ended June 30, 2014,
respectively, compared to the same periods in 2013 due to interest
expense in connection with borrowings under our credit facility.

Credit Facility

We have a credit facility with Silicon Valley Bank consisting of a
$20.0 million revolving line of credit and a $10.0 million equipment
line of credit. As of December 31, 2013, the outstanding balance
under the revolving line of credit was $20.0 million. On June 9,
2014, we repaid all outstanding principal and accrued interest under
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the revolving line of credit and as of June 30, 2014 there was no
outstanding balance. As of June 30, 2014 and December 31, 2013,
the outstanding balance under the equipment line of credit was $7.7
million and $3.8 million, respectively.

Prior to our IPO, borrowings on the revolving line of credit bore
interest at the prime rate plus 2.0%. Upon the consummation of the
IPO, the interest rate was reduced to the prime rate. Borrowings on
the revolving line of credit are subject to a borrowing base limit
determined monthly based on our recurring revenue metrics from
previous months and the ratio of certain current assets to current
liabilities as of the previous month end. To the extent we borrow
funds pursuant to the revolving line of credit, we are entitled to make
interest-only payments until January 1, 2016, when the outstanding
balance is due in full.

Borrowings on the equipment line of credit bear interest of 2.5% per
annum. For each equipment advance, we are entitled to make
interest-only payments until September 14, 2014, when the last draw
against the equipment line of credit can be made. The outstanding
balance as of September 14, 2014 will be payable in equal monthly
installments for 30 months thereafter, with the last payment due on
March 14, 2017. We are also required to make a final payment fee of
4.0% of the aggregate principal amount of all historical advances
made under the equipment line of credit on March 14, 2017.

The credit facility is collateralized by substantially all of our assets,
excluding our intellectual property. Our domestic subsidiary is a
guarantor of the credit facility and we have pledged up to 65% of the
equity in our international subsidiaries as collateral. The credit
facility also imposes various covenants on us, including the delivery
of financial and other information, the maintenance of our primary
operating and securities accounts with the lender, the maintenance of
minimum revenue targets and an agreed upon ratio of certain current
assets to current liabilities, as well as limitations on dispositions,
changes in business or management, certain mergers or
consolidations, dividends and other corporate activities. As of

June 30, 2014 and December 31, 2013, we were in compliance with
all of the covenants contained in the credit facility.

Liquidity and Capital Resources

As of June 30, 2014, our principal sources of liquidity were cash,
cash equivalents and marketable securities totaling $132.2 million,
which were held for working capital purposes, as well as the
available balance of our credit facility. Our cash, cash equivalents,
and marketable securities are comprised primarily of money market
funds and corporate bonds.
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The following table summarizes our cash flows for the periods
indicated (in thousands):

Six Months Ended

June 30,

2014 2013
Cash used in operating activities $(5,088 ) $(162 )
Cash used in investing activities (19,122) (18,732)

Cash provided by financing activities 90,541 67
To date, we have financed our operations primarily through sales of
equity securities. From our inception through June 30, 2014, we
have received cash proceeds of $175.7 million from the sale of
equity securities, net of issuance costs paid. We have also financed
our operations through customer payments for subscription to our
platform and borrowings under our credit facility. We believe that
our existing cash, cash equivalents, and marketable securities
balance together with cash generated from operations and the
available balance of our credit facility will be sufficient to meet our
working capital and capital expenditure requirements for at least the
next 12 months.

Our future capital requirements will depend on many factors
including growth in our customer accounts and continued customer
expansion, the timing and extent of spending to support product
development efforts, the expansion of sales and marketing activities,
ongoing investments in our platform infrastructure, and the
introduction of new and enhanced products, features and
functionality. We may in the future enter into arrangements to
acquire or invest in complementary businesses, services and
technologies and intellectual property rights. We may be required to
seek additional equity or debt financing in order to meet these future
capital requirements. In the event that additional financing is
required from outside sources, we may not be able to raise it on
terms acceptable to us, or at all. If we are unable to raise additional
capital when desired, our business, results of operations and
financial condition would be adversely affected.

In March 2014, we completed the acquisition of Zopim. The
purchase price of approximately $15.8 million ($4.9 million of cash
and $10.9 million of our common stock) includes $1.1 million of
cash and $2.4 million of common stock consideration held back
between 12 and 18 months as partial security for standard
indemnification obligations and which is payable in the future under
terms specified in the stock purchase agreement. In connection with
the acquisition of Zopim, we established a retention plan pursuant to
which we will pay up to $13.9 million in cash and equity
consideration over two and three years, respectively, to Zopim
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employees in connection with their continued employment.

Our RSUs granted prior to the IPO vest upon the satisfaction of both
a service and a performance condition. The service condition is
satisfied over three or four years. We deemed the performance
condition to be satisfied upon the effectiveness of the registration
statement related to our IPO. Certain vested RSUs held by our
employees were net settled upon satisfaction of the performance
condition in the three months ended June 30, 2014 and we withheld
shares and remitted income tax on behalf of the applicable
employees of $1.0 million in cash at the applicable minimum
statutory rates. We may net settle RSUs in the future and use cash to
pay employees’ tax obligations in connection with such settlements.

Operating Activities

Our largest source of operating cash inflows is cash collections from
our customers for subscription services. Our primary uses of cash
from operating activities are for employee-related expenditures,
hosting fees, and leased facilities.

Net cash used in operating activities in the six months ended

June 30, 2014 was $5.1 million, reflecting our net loss of $32.0
million, adjusted by non-cash charges including share-based
compensation expense of $12.8 million, depreciation and
amortization of $4.5 million, and changes in our working capital.
The changes in our working capital were primarily attributable to an
increase in deferred revenue of $9.6 million due to the growth in
sales of our subscription services, an increase in accrued
compensation liabilities of $3.4 million due to the increase in
headcount and timing of the last payroll of the three month period
ended June 30, 2014, an increase of $0.9 million in accrued
liabilities due to timing of payments and a higher level of expenses
consistent with the overall growth of our business, and an increase in
other assets and liabilities of $0.5 million due to increased deferred
rent related to our newly leased office facilities. These sources of
cash flow were partially offset by an increase in prepaid expenses
and other current assets of $2.6 million primarily due to increases in
prepaid insurance premiums and prepaid subscriptions for software
used in our operations. The sources of cash flow were also offset by
an increase in accounts receivable of $1.9 million due to timing of
customer billing.
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Net cash used in operating activities in the six months ended

June 30, 2013 was $0.2 million, reflecting our net loss of $11.7
million, adjusted by non-cash charges including share-based
compensation expense of $2.9 million, depreciation and amortization
of $2.2 million, and changes in our working capital. The changes in
our working capital were primarily attributable to an increase in
deferred revenue of $5.9 million due to the growth in sales of our
subscription services, an increase in accrued liabilities of $0.9
million due to timing of payments and a higher level of expenses
consistent with the overall growth of our business, and an increase in
accrued compensation liabilities of $0.8 million due to the increase
in headcount and timing of the last payroll of the quarter. These
sources of cash flow were partially offset by an increase in accounts
receivable of $1.0 million due to timing of customer billings, and an
increase in prepaid expenses and other current assets of $0.8 million
primarily due to increases in prepaid subscriptions for software used
in our operations.

Investing Activities

Net cash used in investing activities in the six months ended June 30,
2014 of $19.1 million was primarily attributable to purchases of
property and equipment of $13.1 million associated with our newly
leased office facilities and hosting equipment to build out our
self-managed colocation data centers, purchases of marketable
securities of $6.5 million, capitalized software development costs of
$3.9 million associated with the development of additional features
and functionality of our platform, and payments of $1.9 million for
the acquisition of Zopim, net of cash acquired. The use of cash in
investing activities was partially offset by the maturities of
marketable securities of $6.3 million.

Net cash used in investing activities in the six months ended June 30,
2013 of $18.7 million was primarily attributable to purchases of
marketable securities of $12.4 million, purchases of property and
equipment of $4.0 million associated with hosting equipment to
build out our self-managed colocation data centers, and capitalized
software development costs of $2.3 million associated with the
development of additional features and functionality of our platform.

Financing Activities

During the six months ended June 30, 2014, cash provided by
financing activities of $90.5 million was primarily attributable to
proceeds from the PO net of issuance costs of $104.4 million,
borrowings under our credit facility of $3.9 million and proceeds
from exercise of stock options of $3.4 million, partially offset by
repayment of the outstanding balance under our revolving line of
credit of $20.0 million, and payments for withholding taxes related

104



Edgar Filing: UR-ENERGY INC - Form 10-K

to the net share settlement of our equity awards of $1.0 million.

During the six months ended June 30, 2013, cash provided by
financing activities of $67,000 was primarily attributable to proceeds
from exercise of stock options of $0.2 million, offset by payments on
capital lease obligations of $0.2 million.

Critical Accounting Polices and Estimates

We prepare our condensed consolidated financial statements in
accordance with GAAP. In the preparation of these condensed
consolidated financial statements, we are required to make estimates
and assumptions that affect the reported amounts of assets,
liabilities, revenue, costs and expenses, and related disclosures. To
the extent that there are material differences between these estimates
and actual results, our financial condition or results of operations
would be affected. We base our estimates on past experience and
other assumptions that we believe are reasonable under the
circumstances, and we evaluate these estimates on an ongoing basis.
We refer to accounting estimates of this type as critical accounting
policies and estimates.

There have been no significant changes in our critical accounting
policies and estimates during the three months ended June 30, 2014
as compared to the critical accounting policies and estimates
disclosed in Management’s Discussion and Analysis of Financial
Condition and Results of Operations” included in our final prospectus
filed with the SEC in May 2014 pursuant to Rule 424(b) of the
Securities Act.
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Recently Issued and Adopted Accounting Pronouncements

On May 28, 2014, the Financial Accounting Statements Board, or
FASB, issued ASU 2014-09 regarding ASC Topic 606 “Revenue
from Contracts with Customers.” This ASU provides principles for
recognizing revenue for the transfer of promised goods or services to
customers with the consideration to which the entity expects to be
entitled in exchange for those goods or services. This ASU will be
effective for our fiscal year beginning January 1, 2017. Early
adoption is not permitted. We are currently evaluating the
accounting, transition, and disclosure requirements of the standard
and cannot currently estimate the financial statement impact of
adoption.

Contractual Obligations and Other Commitments

Except as set forth in Note 7, there were no material changes in our
commitments under contractual obligations, as disclosed in the
Company’s audited consolidated financial statements for the year
ended December 31, 2013.

Our principal commitments consist of obligations under our credit
facility, capital leases for equipment and operating leases for office
space, and contractual commitments for hosting and other support
services.

Off-Balance Sheet Arrangements

Through June 30, 2014, we did not have any relationships with
unconsolidated organizations or financial partnerships, such as
structured finance or special purpose entities that would have been
established for the purpose of facilitating off-balance sheet
arrangements or other contractually narrow or limited purposes.

Item 3. Qualitative and Quantitative Disclosures About Market Risk
Foreign Currency Exchange Risk

We conduct transactions, particularly intercompany transactions, in
foreign currencies, primarily the British Pound Sterling, Euro,
Australian Dollar, Danish Krone, Japanese Yen, and Singapore
Dollar. Except for our Singapore subsidiary, our international
subsidiaries maintain certain current asset and current liability
balances that are denominated in currencies other than the functional
currencies of these entities, which is the U.S. dollar. Our Singapore
subsidiary’s functional currency is the Singapore Dollar. Changes in
the value of foreign currencies relative to the U.S. dollar can affect
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our revenue and results of operations due to transactional and
translational remeasurement that is reflected in our earnings. While
we have primarily transacted with customers in the U.S. dollar, we
have also historically transacted in foreign currencies for
subscriptions to our customer service platform and expect to
significantly expand the number of transactions with customers that
are denominated in foreign currencies in the near future.

Foreign currency gains and losses were not significant for each of
the three and six months ended June 30, 2014 and 2013. While we
have not engaged in hedging of our foreign currency transactions to
date, we are currently evaluating the costs and benefits of initiating
such a program and may, in the future, hedge selected significant
transactions denominated in currencies other than the U.S. dollar.

Interest Rate Sensitivity

We had cash, cash equivalents and marketable securities totaling
$132.2 million at June 30, 2014, of which $23.0 million was
invested in money market funds and corporate bonds. We had cash,
cash equivalents and marketable securities totaling $65.8 million as
of December 31, 2013, of which $23.0 million was invested in
money market funds and corporate bonds. The cash and cash
equivalents are held for working capital purposes. Our investments
are made for capital preservation purposes. We do not enter into
investments for trading or speculative purposes.

Our cash equivalents and our portfolio of marketable securities are
subject to market risk due to changes in interest rates. Fixed rate
securities may have their market value adversely affected due to a
rise in interest rates. Due in part to these factors, our future
investment income may fall short of our expectations due to changes
in interest rates or we may suffer losses in principal if we are forced
to sell securities that decline in market value due to changes in
interest rates. However because we classify our debt securities as
“available for sale,” no gains or losses are recognized due to changes
in interest rates unless such securities are sold prior to maturity or
declines in fair value are determined to be other-than-temporary.
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As of June 30, 2014 and December 31, 2013, we do not believe that
an increase or decrease in interest rates of ten percent (10%) would
have a material effect on the value of our cash equivalents and
portfolio of marketable securities. Fluctuations in the value of our
cash equivalents and portfolio of marketable securities caused by a
change in interest rates (gains or losses on the carrying value) are
recorded in other comprehensive income, and are realized only if we
sell the underlying securities prior to maturity.

Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive
Officer and Chief Financial Officer, has evaluated the effectiveness
of our disclosure controls and procedures (as defined in Rules 13a-
15(e) and 15d- 15(e) under the Securities Exchange Act of 1934, as
amended, or the Exchange Act, as of the end of the period covered
by this Quarterly Report on Form 10-Q. Based on such evaluation,
our principal executive officer and principal financial officer have
concluded that as of such date, 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 our most recent fiscal quarter that have materially
affected, or are reasonably likely to materially affect, our internal
control over financial reporting.

PART II — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we may be subject to legal proceedings and
claims in the ordinary course of business. We have received, and
may in the future continue to receive, claims from third parties
asserting, among other things, infringement of their intellectual
property rights. Future litigation may be necessary to defend
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ourselves, our partners and our customers by determining the scope,
enforceability, and validity of third-party proprietary rights, or to
establish our proprietary rights. The results of any current or future
litigation cannot be predicted with certainty, and regardless of the
outcome, litigation can have an adverse impact on us because of
defense and settlement costs, diversion of management resources,
and other factors.

Item 1A. Risk Factors

A description of the risks and uncertainties associated with our
business is set forth below. You should carefully consider such risks
and uncertainties, together with the other information contained in
this report, and in our other public filings. If any of such risks and
uncertainties actually occurs, our business, financial condition or
operating results could differ materially from the plans, projections
and other forward-looking statements included in the section titled
“Management’s Discussion and Analysis of Financial Condition and
Results of Operations” and elsewhere in this report and in our other
public filings. In addition, if any of the following risks and
uncertainties, or if any other risks and uncertainties, actually occurs,
our business, financial condition or operating results could be
harmed substantially, which could cause the market price of our
stock to decline, perhaps significantly.
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Risks Related to Our Business

We derive, and expect to continue to derive, substantially all of our
revenue and cash flows from our customer service platform. If we
fail to adapt this platform to changing market dynamics and
customer preferences or to achieve increased market acceptance of
our customer service platform, our business, results of operations,
financial condition, and growth prospects would be harmed.

We derive, and expect to continue to derive, substantially all of our
revenue and cash flows from sales of subscriptions to our customer
service platform. As such, the market acceptance of this platform is
critical to our success. Demand for our customer service platform is
affected by a number of factors, many of which are beyond our
control, such as continued market acceptance of our platform by
customers for existing and new use cases, the timing of development
and release of new products, features, and functionality introduced
by our competitors, technological change, and growth or contraction
in our addressable market. We expect that an increasing focus on
customer satisfaction and the growth of various communications
channels will profoundly impact the market for customer support
software and blur distinctions between traditionally separate systems
for customer support, marketing automation, and customer
relationship management, enabling new competitors to emerge. If we
are unable to meet customer demands to manage customer
experiences through flexible solutions designed to address all these
needs or otherwise achieve more widespread market acceptance of
our customer service platform, our business, results of operations,
financial condition, and growth prospects will be adversely affected.

We have a history of losses and we expect our revenue growth rate
to decline. As our costs increase, we may not be able to generate
sufficient revenue to achieve and sustain our profitability.

We have incurred net losses in each year since our inception,
including net losses of $21.7 million and $6.4 million in the three
months ended June 30, 2014 and 2013, respectively, and net losses
of $32.0 million and $11.7 million for the six months ended June 30,
2014 and 2013, respectively. We had an accumulated deficit of
$96.5 million at June 30, 2014. For the three months ended June 30,
2014 and 2013, our revenue was $29.5 million and $16.4 million,
respectively, representing an 80% growth rate. For the six months
ended June 30, 2014 and 2013, our revenue was $54.6 million and
$30.3 million, respectively, representing an 80% growth rate. We
expect that our revenue growth rate will decline over time. We may
not be able to generate sufficient revenue to achieve and sustain
profitability as we also expect our costs to increase in future periods.
We expect to continue to expend substantial financial and other
resources on:
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development of our customer service platform, including
investments in our research and development team, the development
or acquisition of new products, features and functionality, and
improvements to the scalability, availability, and security of our
customer service platform;

our technology infrastructure, including expansion of our activities
in third-party data centers in which we lease space and where we
manage our own hosting and network equipment, or self-managed
colocation data centers, enhancements to our network operations and
infrastructure, and hiring of additional employees for our operations
team;

sales and marketing, including a significant expansion of our direct
sales organization;

additional international expansion in an effort to increase our
customer base and sales; and

general administration, including legal, accounting, and other
expenses related to being a public company.

These investments may not result in increased revenue or growth of
our business. If we fail to continue to grow our revenue, our
operating results, and business would be harmed.

We have a limited operating history, which makes it difficult to
evaluate our prospects and future operating results.

We incorporated and first launched our customer service platform in
2007. As a result of our limited operating history, our ability to
forecast our future operating results is limited and subject to a
number of uncertainties, including our ability to plan for and model
future growth. Our historical revenue growth has been inconsistent,
and should not be considered indicative of our future performance.
Further, in future periods, our revenue could decline for a number of
reasons, including any reduction in demand for our customer service
platform or live chat software, increase in competition, contraction
of our overall market, or our failure, for any reason, to capitalize on
growth opportunities. We have encountered and will encounter risks
and uncertainties frequently experienced by growing companies in
rapidly changing industries, such as the risks and uncertainties
described herein. If our assumptions regarding these risks and
uncertainties, which we use to plan our business, are incorrect or
change, or if we do not address these risks successfully, our
operating and financial results could differ materially from our
expectations, and our business could suffer.
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If we are not able to develop enhancements to our customer service
platform or live chat software that achieve market acceptance and
that keep pace with technological developments, our business would
be harmed.

Our ability to attract new customers and increase revenue from
existing customers depends in large part on our ability to enhance
and improve our existing platform and live chat software and to
introduce new products and services. In order to grow our business,
we must develop products and services that reflect the changing
nature of customer service, and expand beyond customer service to
other areas of managing relationships with customers. The success of
any enhancement to our customer service platform or live chat
software depends on several factors, including timely completion,
adequate quality testing, and market acceptance. Any new product or
service that we develop may not be introduced in a timely or
cost-effective manner, may contain defects, or may not achieve the
market acceptance necessary to generate sufficient revenue. If we are
unable to successfully develop new products or services, enhance
our existing customer service platform and live chat software to meet
customer requirements, or otherwise gain market acceptance, our
business and operating results will be harmed.

Because our customer service platform and live chat software are
available over the Internet, we need to continuously modify and
enhance them to keep pace with changes in Internet-related
hardware, software, communications, and database technologies and
standards. If we are unable to respond in a timely and cost-effective
manner to these rapid technological developments and changes in
standards, our customer service platform and live chat software may
become less marketable, less competitive, or obsolete, and our
operating results will be harmed.

If we fail to effectively manage our growth and organizational
change in a manner that preserves the key aspects of our culture, our
business and operating results could be harmed.

We have experienced and may continue to experience rapid growth
and organizational change, which has placed, and may continue to
place, significant demands on our management, operational, and
financial resources. For example, our headcount has grown from 368
employees on June 30, 2013 to 712 employees on June 30, 2014. In
addition, we have established subsidiaries in Denmark, the United
Kingdom, Australia, Ireland, Japan, the Philippines, and Brazil since
our inception in 2007, and, as a result of the acquisition of Zopim,
we also have a subsidiary in Singapore. We may continue to expand
our international operations into other countries in the future. We
have also experienced significant growth in the number of
customers, end users, transactions, and data that our customer
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service platform and our associated hosting infrastructure support.
Finally, our organizational structure is becoming more complex and
we may need to scale and adapt our operational, financial, and
management controls, as well as our reporting systems and
procedures to manage this complexity. 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, simplicity in design, and
attention to customer satisfaction that has been critical to our growth
so far. If we fail to manage our anticipated growth and change in a
manner that preserves the key aspects of our culture, the quality of
our products and services may suffer, which could negatively affect
our brand and reputation and harm our ability to retain and attract
customers.

The market in which we participate is intensely competitive, and if
we do not compete effectively, our operating results could be
harmed.

The market for customer service solutions is fragmented, rapidly
evolving, and highly competitive, with relatively low barriers to
entry. Among the small to medium sized organizations that make up
a large proportion of our customers, we often compete with general
use computer applications and other tools, which these organizations
use to provide support and which can be deployed for little or no
cost. These include shared accounts for email communication, phone
banks for voice communication, and pen and paper, text editors, and
spreadsheets for tracking and management. With respect to larger
organizations and enterprises seeking to deploy a customer service
software system, we have many competitors that are larger and
which have greater name recognition, much longer operating
histories, more established customer relationships, larger marketing
budgets, and significantly greater resources than we do.

Our competitors may be able to respond more quickly and
effectively than we can to new or changing opportunities,
technologies, standards, or customer requirements. With the
introduction of new technologies, the evolution of our platform, and
new market entrants, we expect competition to intensify in the
future. Pricing pressures and increased competition generally could
result in reduced sales, reduced margins, losses, or the failure of our
platform to achieve or maintain more widespread market acceptance,
any of which could harm our business.
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We face competition from in-house software systems, large
integrated systems vendors, and smaller companies offering
alternative SaaS applications. Our competitors vary in size and in the
breadth and scope of the products and services they offer. We face
substantial competition from salesforce.com, Inc., Oracle
Corporation, Verint Systems, Inc., and Microsoft Corporation, each
of which can bundle competing products and services with other
software offerings, or offer them at a low price as part of a larger
sale. Additionally, for organizations seeking software to support
employee service and other internal use cases, we compete with
companies such as ServiceNow, Inc., BMC Software, Inc., and
Hewlett-Packard Company. In addition, we compete with a number
of other SaaS providers with focused customer support applications,
including desk.com (a salesforce.com service), Kayako Helpdesk
Pvt. Ltd., Freshdesk, Inc., Brightwurks, Inc. (Help Scout),
SupportBee, Inc., and Tenmiles Technologies Pvt. Ltd. (Happy Fox),
many of which offer free or significantly discounted prices for their
services. Further, other established SaaS providers not currently
focused on customer support may expand their services to compete
with us. Many of our current and potential competitors have
established marketing relationships, access to larger customer bases,
pre-existing customer relationships, and major distribution
agreements with consultants, system integrators, and resellers.
Additionally, some potential customers, particularly large
organizations, have elected, and may in the future elect, to develop
their own internal customer support software system. Certain of our
competitors have partnered with, or have acquired, and may in the
future partner with or acquire, other competitors to offer services,
leveraging their collective competitive positions, which makes, or
would make, it more difficult to compete with them. For all of these
reasons, we may not be able to compete successfully against our
current and future competitors, which would harm our business.

If the market for SaaS business software applications develops more
slowly than we expect or declines, our business would be adversely
affected.

The market for SaaS business software applications is less mature
than the market for on-premise business software applications, and
the adoption rate of SaaS business software applications may be
slower among subscribers in industries with heightened data security
interests or business practices requiring highly customizable
application software. Our success will depend to a substantial extent
on the widespread adoption of SaaS business applications in general,
and of SaaS customer service applications in particular. Many
organizations have invested substantial personnel and financial
resources to integrate traditional on-premise business software
applications into their businesses, and therefore may be reluctant or
unwilling to migrate to SaaS applications. It is difficult to predict
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customer adoption rates and demand for our customer service
platform and live chat software, the future growth rate and size of
the SaaS business applications market or the entry of competitive
applications. The expansion of the SaaS business applications
market depends on a number of factors, including the cost,
performance, and perceived value associated with SaaS, as well as
the ability of SaaS providers to address data security and privacy
concerns. Additionally, government agencies have adopted, or may
adopt, laws and regulations regarding the collection and use of
personal information obtained from consumers and other individuals,
or may seek to access information on our platform, either of which
may reduce the overall demand for our platform. If we or other SaaS
providers experience data security incidents, loss of customer data,
disruptions in delivery, or other problems, the market for SaaS
business applications, including our customer service platform and
live chat software, may be negatively affected. If SaaS business
applications do not continue to achieve market acceptance, or there
is a reduction in demand for SaaS business applications caused by a
lack of customer acceptance, technological challenges, weakening
economic conditions, data security or privacy concerns,
governmental regulation, competing technologies and products, or
decreases in information technology spending, it would result in
decreased revenue and our business would be adversely affected.

If we are not successful in selling our live chat software as a
standalone service or more fully integrating our Zopim live chat
software with our customer service platform, our business could be
harmed.

As a result of the acquisition of Zopim, we now sell the Zopim live
chat software as a standalone service. The Zopim live chat software
can also be integrated with our customer service platform as a means
to enable live chat functionality for agents and this integration is
now the primary means by which we offer chat functionality on our
customer service platform.

We have limited experience selling separate products in general or
live chat software in particular, and as a result, our live chat software
may not gain acceptance with our customers and potential
customers.

Our reliance on the Zopim live chat software as a primary means of
enabling chat functionality in connection with our customer service
platform may not be successful. In particular, we charge a separate
subscription fee per chat-enabled agent. While we believe the Zopim
live chat software represents a substantial upgrade in functionality
over the chat functionality historically embedded in our customer
service platform, our current or prospective customers may resist
paying for functionality that, to some degree, was previously
available to all agents under a single subscription to our customer
service platform. If our customers do not purchase the Zopim live
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chat software as a standalone service or as integrated with our
customer service platform, our business, revenue, and operating
results could be harmed.
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If our security measures are breached or unauthorized access to
customer data is otherwise obtained, our customer service platform
and live chat software may be perceived as insecure, we may lose
existing customers or fail to attract new customers, and we may
incur significant liabilities.

Use of our customer service platform and live chat software involve
the storage, transmission, and processing of our customers’
proprietary data, including personal or identifying information
regarding their customers or employees. Unauthorized access or
security breaches of our customer service platform or live chat
software could result in the loss of data, loss of business, severe
reputational damage adversely affecting customer or investor
confidence, regulatory investigations and orders, litigation,
indemnity obligations, damages for contract breach, penalties for
violation of applicable laws or regulations, and significant costs for
remediation that may include liability for stolen assets or
information and repair of system damage that may have been caused,
incentives offered to customers or other business partners in an effort
to maintain business relationships after a breach, and other liabilities.
We have incurred and expect to incur significant expenses to prevent
security breaches, including deploying additional personnel and
protection technologies, training employees, and engaging
third-party experts and consultants. Our errors and omissions
insurance coverage covering certain security and privacy damages
and claim expenses may not be sufficient to compensate for all
liability.

We have experienced significant breaches of our security measures
and our customer service platform and live chat software are at risk
for future breaches as a result of third-party action, employee,
vendor, or contractor error, malfeasance, or other factors. For
example, in February 2013, we experienced a security breach
involving unauthorized access to three of our customers’ accounts
and personal information of consumers maintained in those customer
accounts.

We have only been offering the Zopim live chat software since the
completion of our acquisition of Zopim in March 2014. We are
aware that Zopim experienced breaches of its security measures
prior to the acquisition. The systems, networks, personnel,
equipment, and vendors utilized to provide our live chat software are
entirely separate from those utilized in connection with our customer
service platform and have not been subject to the same security
reviews and assessments as those used to provide our customer
service platform. Our failure to complete these assessments and
implement improvements to the security measures deployed to
protect our live chat software in a timely manner could increase our
risk of a security breach with respect to this service, which would
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harm our business as a whole.

Because the techniques used to obtain unauthorized access or to
sabotage systems change frequently and generally are not identified
until they are launched against a target, we may be unable to
anticipate these techniques or to implement adequate preventative
measures. We may also experience security breaches that may
remain undetected for an extended period.

Because data security is a critical competitive factor in our industry,
we make numerous statements in our privacy policies and terms of
service, through our certifications to privacy standards, and in our
marketing materials, providing assurances about the security of our
customer service platform and live chat software including detailed
descriptions of security measures we employ. Should any of these
statements be untrue or become untrue, even through circumstances
beyond our reasonable control, we may face claims of
misrepresentation or deceptiveness by the U.S. Federal Trade
Commission, state and foreign regulators, and private litigants.

Interruptions or performance problems associated with our
technology and infrastructure may adversely affect our business and
operating results.

Our continued growth depends in part on the ability of our existing
and potential customers to access our customer service platform and
live chat software at any time and within an acceptable amount of
time. Our customer service platform and live chat software are
proprietary, and we rely on the expertise of members of our
engineering, operations, and software development teams for their
continued performance. We have experienced, and may in the future
experience, disruptions, outages, and other performance problems
due to a variety of factors, including infrastructure changes,
introductions of new functionality, human or software errors,
capacity constraints due to an overwhelming number of users
accessing our customer service platform or live chat software
simultaneously, denial of service attacks, or other security related
incidents. In some instances, we may not be able to identify the
cause or causes of these performance problems within an acceptable
period of time. It may become increasingly difficult to maintain and
improve our performance, especially during peak usage times and as
our customer service platform and live chat software become more
complex and our user traffic increases. If our customer service
platform or live chat software is unavailable or if our users are
unable to access our customer service platform or live chat software
within a reasonable amount of time or at all, our business would be
negatively affected. In addition, our infrastructure does not currently
include the real-time mirroring of data. Therefore, in the event of
any of the factors described above, or certain other failures of our
infrastructure, customer data may be permanently lost. Moreover,
some of our customer agreements include performance guarantees
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and service level standards that obligate us to provide credits or
termination rights in the event of a significant disruption in our
platform. To the extent that we do not effectively address capacity
constraints, upgrade our systems as needed, and continually develop
our technology and network architecture to accommodate actual and
anticipated changes in technology, our business and operating results
may be adversely affected.
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Real or perceived errors, failures, or bugs in our customer service
platform or live chat software could adversely affect our operating
results and growth prospects.

Because our customer service platform and live chat software are
complex, undetected errors, failures, vulnerabilities, or bugs may
occur, especially when updates are deployed. Our customer service
platform and live chat software are often used in connection with
large-scale computing environments with different operating
systems, system management software, equipment, and networking
configurations, which may cause errors or failures of our customer
service platform, our live chat software, or other aspects of the
computing environment into which they are deployed. In addition,
deployment of our customer service platform or live chat software
into complicated, large-scale computing environments may expose
undetected errors, failures, vulnerabilities, or bugs in our customer
service platform or live chat software. We have discovered and
expect will continue to discover software errors, failures,
vulnerabilities, and bugs in our customer service platform and live
chat software, some of which have or may only be discovered and
remediated after deployment to customers. Real or perceived errors,
failures, or bugs in our customer service platform or live chat
software could result in negative publicity, loss of or delay in market
acceptance of our customer service platform or live chat software,
loss of competitive position, or claims by customers for losses
sustained by them. In such an event, we may be required, or may
choose, for customer relations or other reasons, to expend additional
resources in order to help correct the problem.

Incorrect or improper implementation or use of our customer service
platform or live chat software could result in customer
dissatisfaction and negatively affect our business, results of
operations, financial condition, and growth prospects.

Our customer service platform and live chat software are deployed in
a wide variety of technology environments and into a broad range of
complex workflows. Increasingly, our customer service platform and
live chat software have been integrated into large-scale, complex
technology environments, and specialized use cases, and we believe
our future success will depend on our ability to increase use of our
customer service platform and live chat software in such
deployments. We often assist our customers in implementing our
customer service platform and live chat software, but many
customers attempt to implement even complex deployments
themselves. If we or our customers are unable to implement our
customer service platform or live chat software successfully, or
unable to do so in a timely manner, customer perceptions of our
customer service platform, our live chat software, and company may
be impaired, our reputation and brand may suffer, and customers
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may choose not to renew or expand the use of our customer service
platform or live chat software.

Our customers and third-party partners may need training in the
proper use of our customer service platform or live chat software to
maximize its potential. If our customer service platform or live chat
software is not implemented or used correctly or as intended,
inadequate performance may result. Because our customers rely on
our customer service platform to manage a wide range of operations,
the incorrect or improper implementation or use of our customer
service platform, our failure to train customers on how to efficiently
and effectively use our customer service platform, or our failure to
provide adequate product support to our customers, may result in
negative publicity or legal claims against us. Also, as we continue to
expand our customer base, any failure by us to properly provide
these services will likely result in lost opportunities for additional
subscriptions to our customer service platform and live chat
software.

Any failure to offer high-quality product support may adversely
affect our relationships with our customers and our financial results.

In deploying and using our customer service platform and live chat
software, our customers depend on our product support team to
resolve complex technical and operational issues. We may be unable
to respond quickly enough to accommodate short-term increases in
customer demand for product support. We also may be unable to
modify the nature, scope, and delivery of our product support to
compete with changes in product support services provided by our
competitors. Increased customer demand for product support,
without corresponding revenue, could increase costs and adversely
affect our operating results. Our sales are highly dependent on our
business reputation and on positive recommendations from our
existing customers. Any failure to maintain high-quality product
support, or a market perception that we do not maintain high-quality
product support, could adversely affect our reputation, our ability to
sell our customer service platform and live chat software to existing
and prospective customers, our business, operating results, and
financial position.
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We depend on our executive officers and other key employees and
the loss of one or more of these employees or an inability to attract
and retain highly skilled employees could adversely affect our
business.

Our success depends largely upon the continued services of our
executive officers and other key employees. We rely on our
leadership team in the areas of research and development,
operations, security, marketing, sales, support, general and
administrative functions, and on individual contributors in our
research and development and operations. From time to time, there
may be changes in our executive management team resulting from
the hiring or departure of executives, which could disrupt our
business. We do not have employment agreements with our
executive officers or other key personnel that require them to
continue to work for us for any specified period and, therefore, they
could terminate their employment with us at any time. The loss of
one or more of our executive officers, especially our Chief Executive
Officer, or key employees could have an adverse effect on our
business.

In addition, to execute our growth plan, we must attract and retain
highly qualified personnel. Competition for these personnel in the
San Francisco Bay Area, where our headquarters is located, and in
other locations where we maintain offices, is intense, especially for
engineers experienced in designing and developing software and
SaaS applications and experienced sales professionals. We have,
from time to time experienced, and we expect to continue to
experience, difficulty in hiring and retaining employees with
appropriate qualifications. Many of the companies with which we
compete for experienced personnel have greater resources than we
have. If we hire employees from competitors or other companies,
their former employers may attempt to assert that these employees or
we have breached their legal obligations, resulting in a diversion of
our time and resources. In addition, job candidates and existing
employees often consider the value of the equity awards they receive
in connection with their employment. If the perceived value of our
equity awards declines, it may adversely affect our ability to recruit
and retain highly skilled employees. If we fail to attract new
personnel or fail to retain and motivate our current personnel, our
business and future growth prospects could be adversely affected.

We are highly dependent upon free trials of our customer service
platform and live chat software and other inbound lead generation
strategies to drive our sales and revenue. If these strategies fail to
continue to generate sales opportunities or do not convert into paying
customers, our business and results of operations would be harmed.
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We are highly dependent upon our marketing strategy of offering
free trials of our customer service platform and live chat software
and other inbound lead generation strategies to generate sales
opportunities. These strategies may not be successful in continuing
to generate sufficient sales opportunities necessary to increase our
revenue. Many users never convert from the trial version to the paid
version of our customer service platform or live chat software.
Further, we often depend on individuals within an organization who
initiate the trial versions of our customer service platform and live
chat software being able to convince decision makers within their
organization to convert to a paid version. Many of these
organizations have complex and multi-layered purchasing
requirements. To the extent that these users do not become, or are
unable to convince others to become, paying customers, we will not
realize the intended benefits of this marketing strategy and our
ability to grow our revenue will be adversely affected.

We employ a pricing model that subjects us to various challenges
that could make it difficult for us to derive sufficient value from our
customers.

We charge our customers for their use of our customer service
platform based on the number of users they enable as “agents” to
provide customer service under their customer account. At the same
time, we provide features and functionality within our customer
service platform that enable our customers to promote customer
self-service and otherwise efficiently and cost-effectively address
product support requests without the need for substantial human
interaction. As a result of these features, customer agent staffing
requirements may be minimized and our revenue may be adversely
impacted.

We separately charge on a per agent basis for the use of our live chat
software. Historically, we provided limited chat functionality for all

agents within our customer service platform for no additional charge.

With the integration of our live-chat software into our customer
service platform, we now generally require a separate subscription to
enable chat functionality in connection with our customer service
platform. We do not know whether our customers or the market in
general will accept this change in our pricing model and if it fails to
gain acceptance our business and results of operations could be
harmed.

Our terms of service prohibit the sharing of user logins and
passwords. These restrictions may be improperly circumvented or
otherwise bypassed by certain users and, if they are, we may not be
able to capture the full value for the use of our customer service
platform. We license access and use of our customer service
platform and live chat software exclusively for our customers’
internal use only. If customers improperly resell or otherwise make
our customer service platform or live chat software available to their
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customers, it may cannibalize our sales or commoditize our customer
service platform and live chat software in the market. Additionally,
if a customer that has received a volume discount from us offers our
customer service platform to its customers in violation of our terms
of service, we may experience price erosion and be unable to capture
sufficient value from the use of our customer service platform or live
chat software by those customers.
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While our terms of service provide us the ability to enforce our
terms, our customers may resist or refuse to allow us to audit their
usage, in which case we may have to pursue legal recourse to
enforce our rights. Any such enforcement action would require us to
spend money, distract management, and potentially adversely affect
our relationship with our customers.

We do not have the history with our subscription or pricing models
necessary to accurately predict optimal pricing necessary to attract
new customers and retain existing customers.

We have limited experience with respect to determining the optimal
prices for our customer service platform and live chat software and
as a result, we have in the past and expect in the future that we will
need to change our pricing model from time to time. For example, in
September 2013, we changed the way we price subscription plans
for our customer service platform and have not yet determined the
long-term impact of this change. As the market for our customer
service platform and live chat software matures, or as new
competitors introduce new products or services that compete with
ours, we may be unable to attract new customers at the same price or
based on the same pricing models as we have used historically.
Pricing decisions may also impact the mix of adoption among our
subscription plans and negatively impact our overall revenue.
Moreover, larger organizations, which are a primary focus of our
direct sales efforts, may demand substantial price concessions. As a
result, in the future we may be required to reduce our prices, which
could adversely affect our revenue, gross margin, profitability,
financial position, and cash flow.

Our financial results may fluctuate due to increasing variability in
our sales cycles.

We plan our expenses based on certain assumptions about the length
and variability of our sales cycle. These assumptions are based upon
historical trends for sales cycles and conversion rates associated with
our existing customers, many of whom to date have been small to
medium-sized organizations that make purchasing decisions without
interacting with our sales or other personnel. As we continue to
focus on and become more dependent on sales to larger
organizations, we expect our sales cycles to lengthen and become
less predictable. This may adversely affect our financial results.
Factors that may influence the length and variability of our sales
cycle include:

the need to educate prospective customers about the uses and
benefits of our customer service platform and live chat software;
the discretionary nature of purchasing and budget cycles and
decisions;
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the competitive nature of evaluation and purchasing processes;
evolving functionality demands;

announcements or planned introductions of new products, features,
or functionality by us or our competitors; and

lengthy purchasing approval processes.

Our increasing dependence on sales to larger organizations may
increase the variability of our financial results. If we are unable to
close one or more expected significant transactions with these
customers in a particular period, or if an expected transaction is
delayed until a subsequent period, our operating results for that
period, and for any future periods in which revenue from such
transaction would otherwise have been recognized, may be adversely
affected.

Our quarterly results may fluctuate for various other reasons, and if
we fail to meet the expectations of analysts or investors, our stock
price and the value of your investment could decline substantially.

Our quarterly financial results may fluctuate as a result of a variety
of other factors, many of which are outside of our control. If our
quarterly financial results fall below the expectations of investors or
any securities analysts who follow our stock, the price of our
common stock could decline substantially. Some of the important
factors that may cause our revenue, operating results, and cash flows
to fluctuate from quarter to quarter include:

our ability to attract new customers, retain and increase sales to
existing customers, and satisfy our customers’ requirements;

the number of new employees added;

the rate of expansion and productivity of our sales force;

changes in our or our competitors’ pricing policies;

the amount and timing of operating costs and capital expenditures
related to the operations and expansion of our business;

new products, features, or functionalities introduced by our
competitors;

significant security breaches, technical difficulties, or interruptions
to our customer service platform or live chat software;
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the timing of customer payments and payment defaults by
customers;

general economic conditions that may adversely affect either our
customers’ ability or willingness to purchase additional subscriptions,
delay a prospective customer’s purchasing decision, reduce the value
of new subscription contracts, or affect customer retention;

changes in the relative and absolute levels of professional services
we provide;

changes in foreign currency exchange rates;

extraordinary expenses such as litigation or other dispute-related
settlement payments;

the impact of new accounting pronouncements; and

the timing of the grant or vesting of equity awards to employees.
Many of these factors are outside of our control, and the occurrence
of one or more of them might cause our revenue, operating results,
and cash flows to vary widely. As such, we believe that
quarter-to-quarter comparisons of our revenue, operating results, and
cash flows may not be meaningful and should not be relied upon as
an indication of future performance.

Unfavorable conditions in our industry or the global economy or
reductions in information technology spending could limit our ability
to grow our business and negatively affect our operating results.

Our operating results may vary based on the impact of changes in
our industry or the global economy on us or our customers. The
revenue growth and potential profitability of our business depend on
demand for business software applications and services generally
and for customer service systems in particular. In addition, our
revenue is entirely dependent on the number of users of our
customer service platform or live chat software at each of our
customers, which in turn is influenced by the employment and hiring
patterns of our customers. To the extent that weak economic
conditions cause our customers and prospective customers to freeze
or reduce their hiring for personnel providing service and support,
demand for our customer service platform and live chat software
may be negatively affected. Historically, during economic
downturns there have been reductions in spending on information
technology and customer service systems as well as pressure for
extended billing terms and other financial concessions. If economic
conditions deteriorate, our customers and prospective customers may
elect to decrease their information technology and customer service
budgets, which would limit our ability to grow our business and
negatively affect our operating results.

Our business depends substantially on our customers renewing their
subscriptions and purchasing additional subscriptions from us. Any
decline in our customer retention or expansion would harm our
future operating results.
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In order for us to maintain or improve our operating results, it is
important that our customers renew their subscriptions when the
initial contract term expires and add additional authorized users to
their customer accounts. Even though the majority of our revenue is
derived from subscriptions to our customer service platform that
have terms longer than one month, a significant portion of the
subscriptions to our customer service platform have monthly terms.
Our customers have no obligation to renew their subscriptions, and
our customers may not renew subscriptions with a similar contract
period or with the same or a greater number of agents. Some of our
customers have elected not to renew their agreements with us and we
do not have enough history to accurately predict long-term customer
retention.

Our customer retention may decline or fluctuate as a result of a
number of factors, including our customers’ satisfaction with our
customer service platform or live chat software, our product support,
our prices, the prices of competing software systems, mergers and
acquisitions affecting our customer base, the effects of global
economic conditions, or reductions in our customers’ spending levels.
Our future success is also substantially dependent on our ability to
sell more subscriptions to our current customers. If our customers do
not renew their subscriptions, renew on less favorable terms or fail to
add more agents, our revenue may decline, and we may not realize
improved operating results from our customer base.
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We face a number of risks in our strategy to increasingly target
larger organizations for sales of our customer service platform and
live chat software and, if we do not manage these efforts effectively,
our business and results of operations could be adversely affected.

As we target more of our sales efforts to larger organizations, we
expect to incur higher costs and longer sales cycles and we may be
less effective at predicting when we will complete these sales. In this
market segment, the decision to subscribe to our customer service
platform or live chat software may require the approval of more
technical personnel and management levels within a potential
customer’s organization than we have historically encountered, and if
so, these types of sales would require us to invest more time
educating these potential customers. In addition, larger organizations
may demand more features and integration services. We have limited
experience in developing and managing sales channels and
distribution arrangements for larger organizations. As a result of
these factors, these sales opportunities may require us to devote
greater research and development, sales, product support, and
professional services resources to individual customers, resulting in
increased costs and reduced profitability, and would likely lengthen
our typical sales cycle, which could strain our resources. Moreover,
these larger transactions may require us to delay recognizing the
associated revenue we derive from these customers until any
technical or implementation requirements have been met, and larger
customers may demand discounts to the subscription prices they pay
for our customer service platform or live chat software. Furthermore,
because we have limited experience selling to larger organizations,
our investment in marketing our customer service platform to these
potential customers may not be successful, which could harm our
results of operations and our overall ability to grow our customer
base. Following sales to larger organizations, we may have fewer
opportunities to expand usage of our customer service platform or
sell additional functionality, and we may experience increased
subscription terminations as compared to our experience with
smaller organizations, any of which could harm our results of
operations.

Failure to effectively expand our sales capabilities could harm our
ability to increase our customer base and achieve broader market
acceptance of our platform.

Increasing our customer base and achieving broader market
acceptance of our customer service platform and live chat software
will depend, to a significant extent, on our ability to effectively
expand our sales and marketing operations and activities. We are
substantially dependent on our online marketing efforts and on our
direct sales force to obtain new customers. From June 30, 2013 to
June 30, 2014, our sales and marketing organizations increased from
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128 to 240 employees. We plan to continue to expand our direct
sales force both domestically and internationally and to increase the
proportion of our sales professionals that have experience in selling
to larger organizations. We believe that there is significant
competition for experienced sales professionals with the sales skills
and technical knowledge that we require. Our ability to achieve
significant revenue growth in the future will depend, in part, on our
success in recruiting, training, and retaining a sufficient number of
experienced sales professionals. New hires require significant
training and time before they achieve full productivity, particularly
in new sales segments and territories. Our recent hires and planned
hires may not become as productive as quickly as we expect, and we
may be unable to hire or retain sufficient numbers of qualified
individuals in the future in the markets where we do business.
Because we do not have a long history of expanding our sales force,
we cannot predict whether, or to what extent, our sales will increase
as we expand our sales force or how long it will take for sales
personnel to become productive. Our business will be harmed if our
sales expansion efforts do not generate a significant increase in
revenue.

If we are unable to develop and maintain successful relationships
with channel partners, our business, operating results, and financial
condition could be adversely affected.

To date, we have been primarily dependent on word-of-mouth,
online marketing, and our direct sales force to sell subscriptions to
our customer service platform and live chat software. Although we
have developed certain channel partners, such as referral partners,
resellers, and integration partners, these channels have resulted in
limited revenue to date. We believe that continued growth in our
business is dependent upon identifying, developing, and maintaining
strategic relationships with additional channel partners that can drive
substantial revenue. Our agreements with our existing channel
partners are non-exclusive, meaning our channel partners may offer
customers the products of several different companies, including
products that compete with ours. They may also cease marketing our
customer service platform and live chat software with limited or no
notice and with little or no penalty. We expect that any additional
channel partners we identify and develop will be similarly
non-exclusive and not bound by any requirement to continue to
market our customer service platform or live chat software. If we fail
to identify additional channel partners, in a timely and cost-effective
manner, or at all, or are unable to assist our current and future
channel partners in independently selling and deploying our
customer service platform or live chat software, our business, results
of operations, and financial condition could be adversely affected. If
our channel partners do not effectively market and sell our customer
service platform or live chat software, or fail to meet the needs of
our customers, our reputation and ability to grow our business may
also be adversely affected.
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Sales by channel partners are more likely than direct sales to involve
collectability concerns, in particular sales by our channel partners
into developing markets, and accordingly, variations in the mix
between revenue attributable to sales by channel partners and
revenue attributable to direct sales may result in fluctuations in our
operating results.
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If we are not able to maintain and enhance our brand, our business,
operating results, and financial condition may be adversely affected.

We believe that maintaining and enhancing our reputation as a
differentiated and category-defining company in customer service is
critical to our relationships with our existing customers and to our
ability to attract new customers. The successful promotion of our
brand attributes will depend on a number of factors, including our
marketing efforts, our ability to continue to develop high-quality
software, and our ability to successfully differentiate our customer
service platform from competitive products and services. We are
highly dependent upon “consumer” tactics, including an emphasis on
simplicity and a sense of humor in our advertising, to build our
brand and develop brand loyalty. We do not have sufficient history
to know if such brand promotion activities will ultimately be
successful or yield increased revenue relative to traditional enterprise
software marketing strategies. In addition, independent industry
analysts often provide reviews of our customer service platform, as
well as products and services offered by our competitors, and
perception of our platform in the marketplace may be significantly
influenced by these reviews. If these reviews are negative, or less
positive as compared to those of our competitors’ products and
services, our brand may be adversely affected. It may also be
difficult to maintain and enhance our brand in connection with sales
through channel or strategic partners.

The promotion of our brand requires us to make substantial
expenditures, and we anticipate that the expenditures will increase as
our market becomes more competitive, as we expand into new
markets, and as more sales are generated through our channel
partners. To the extent that these activities yield increased revenue,
this revenue may not offset the increased expenses we incur. If we
do not successfully maintain and enhance our brand, our business
may not grow, we may have reduced pricing power relative to
competitors, and we could lose customers or fail to attract potential
customers, all of which would adversely affect our business, results
of operations, and financial condition.

Our international sales and operations subject us to additional risks
that can adversely affect our business, operating results, and
financial condition.

In the three months ended June 30, 2014 and 2013, we derived 43%
and 42% of our revenue from customers located outside of the
United States, respectively, and for each of the six months ended
June 30, 2014 and 2013, we derived 42% of our revenue from
customers located outside of the United States. We are continuing to
expand our international operations as part of our growth strategy.
We currently have sales personnel and sales and product support
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operations in the United States and certain countries across Europe,
Australia, Asia, and South America. Our sales organization outside
the United States is substantially smaller than our sales organization
in the United States and to date a very limited portion of our sales
has been driven by resellers or other channel partners. We believe
our ability to convince new customers to subscribe to our platform or
to convince existing customers to renew or expand their use of our
platform is directly correlated to the level of engagement we obtain
with the customer. To the extent we are unable to effectively engage
with non-U.S. customers due to our limited sales force capacity and
limited channel partners, we may be unable to effectively grow in
international markets.

Our international operations subject us to a variety of additional risks
and challenges, including:

increased management, travel, infrastructure, and legal compliance
costs associated with having multiple international operations;
longer payment cycles and difficulties in enforcing contracts,
collecting accounts receivable, or satisfying revenue recognition
criteria, especially in emerging markets;

increased financial accounting and reporting burdens and
complexities;

requirements or preferences for domestic products;

differing technical standards, existing or future regulatory and
certification requirements and required features and functionality;
economic conditions in each country or region and general economic
uncertainty around the world,;

compliance with foreign privacy and security laws and regulations
and the risks and costs of non-compliance;

compliance with laws and regulations for foreign operations,
including anti-bribery laws (such as the U.S. Foreign Corrupt
Practices Act of 1977, as amended, the U.S. Travel Act, and the
U.K. Bribery Act 2010), import and export control laws, tariffs,
trade barriers, economic sanctions, and other regulatory or
contractual limitations on our ability to sell our customer service
platform or live chat software in certain foreign markets, and the
risks and costs of non-compliance;

heightened risks of unfair or corrupt business practices in certain
geographies and of improper or fraudulent sales arrangements that
may impact our financial results and result in restatements of our
consolidated financial statements;

fluctuations in currency exchange rates and related effect on our
operating results;
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difficulties in repatriating or transferring funds from or
converting currencies in certain countries;
communication and integration problems related to entering new
markets with different languages, cultures, and political systems;
differing labor standards, including restrictions related to, and the
increased cost of, terminating employees in some countries;
the need for localized software and licensing programs;
the need for localized language support;
reduced protection for intellectual property rights in some countries
and practical difficulties of enforcing rights abroad; and
compliance with the laws of numerous foreign taxing jurisdictions,
including withholding obligations, and overlapping of different tax
regimes.
Any of these risks could adversely affect our international
operations, reduce our international revenue, or increase our
operating costs, adversely affecting our business, operating results,
financial condition, and growth prospects.

Compliance with laws and regulations applicable to our international
operations substantially increases our cost of doing business in
foreign jurisdictions. We may be unable to keep current with
changes in government requirements as they change from time to
time. Failure to comply with these regulations could have adverse
effects on our business. In many foreign countries it is common for
others to engage in business practices that are prohibited by our
internal policies and procedures or U.S. or other regulations
applicable to us. Although we have implemented policies and
procedures designed to ensure compliance with these laws and
policies, there can be no assurance that all of our employees,
contractors, partners, and agents will comply with these laws and
policies. Violations of laws or key control policies by our
employees, contractors, partners, or agents could result in delays in
revenue recognition, financial reporting misstatements, enforcement
actions, disgorgement of profits, fines, civil and criminal penalties,
damages, injunctions, other collateral consequences, or the
prohibition of the importation or exportation of our platform and
services and could adversely affect our business and results of
operations.

We are subject to governmental export and import controls that
could impair our ability to compete in international markets or
subject us to liability if we violate the controls.

We are subject to U.S. export controls, and we incorporate
encryption technology into our customer service platform that is
enabled through mobile applications and other software we may be
deemed to export. These encryption products and the underlying
technology may be exported outside of the United States only with
the required export authorizations, including by license, a license
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exception or other appropriate government authorizations, including
the filing of an encryption registration. We previously deployed
mobile applications prior to obtaining the required export
authorizations. Accordingly, we have not fully complied with
applicable encryption controls in U.S. export administration
regulations. As discussed further below, in 2013, we filed Final
Voluntary Disclosures to relevant U.S. enforcement authorities
regarding our failure to obtain required export authorizations.

Furthermore, U.S. export control laws and economic sanctions
prohibit the shipment of certain products and services to countries,
governments, and persons targeted by U.S. sanctions. While we are
currently taking precautions to prevent our customer service
platform and live chat software from being enabled by persons
targeted by U.S. sanctions, including IP blocking and periodic
customer screening against U.S. government lists of prohibited
persons, such measures may be circumvented.

We are aware that trials of and subscriptions to our customer service
platform have been initiated by persons and organizations in
countries that are the subject of U.S. embargoes. Our provision of
service in these instances was likely in violation of U.S. export
control and sanctions laws. We have terminated the accounts of such
organizations as we have become aware of them, and in April 2013,
we filed final voluntary self disclosures with the U.S. Department of
Commerce’s Bureau of Industry and Security, or BIS, and the U.S.
Department of Treasury’s Office of Foreign Assets Control, or
OFAC, concerning prior potential violations. In May 2013, OFAC
notified us that it had completed its review of these matters and
closed its review with the issuance of a cautionary letter. In July
2013, BIS notified us that it had completed its review with the
issuance of a warning letter. No monetary penalties or other
sanctions were imposed by either agency in connection with their
investigations.
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We are also aware that trials and paid and unpaid subscriptions to
our live chat software as delivered by Zopim, which is based in
Singapore, have been initiated by persons and organizations in
countries that are the subject of U.S. embargoes. Zopim also
previously made available for download from the United States
certain encryption-functionality software without first having
obtained U.S. government authorization to export such software. In
these instances, Zopim may have acted in violation of U.S. export
controls and sanctions laws. Prior to and as a condition of the
completion of our acquisition of Zopim, Zopim terminated the paid
subscriptions of those customers believed to be located in
jurisdictions subject to U.S. embargoes, screened its paid customers
against applicable U.S. government lists of prohibited persons,
implemented certain measures designed to prevent future
unauthorized access to the service, and obtained U.S. government
authorization to export its software. Zopim filed initial voluntary
disclosures with OFAC and BIS on March 18, 2014 to alert these
agencies of its apparent prior violations. After completion of the
acquisition, we conducted an internal investigation into these prior
violations and filed final voluntary self-disclosures with respect to
these matters on June 20, 2014. Since the completion of our
acquisition of Zopim we have continued to enhance measures to
prevent unauthorized access to the Zopim service and to implement
additional methodologies by which both paid and unpaid trials and
accounts that we suspect may be initiated from jurisdictions subject
to U.S. embargoes are identified. Given the technical limitations in
developing measures that will prevent access to internet based
services from particular geographies or by particular individuals, we
have previously identified and expect we will continue to identify
customer accounts for our customer service platform and live chat
software that we suspect originate from countries which are subject
to U.S. embargoes.

If we are found to be in violation of U.S. sanctions or export control
laws, it could result in fines or penalties for us and for individuals,
including civil penalties of up to $250,000 or twice the value of the
transaction, whichever is greater, per violation, and in the event of
conviction for a criminal violation, fines of up to $1 million and
possible incarceration for responsible employees and managers for
willful and knowing violations. Each instance in which we provide
service through our customer service platform or live chat software
or in which unlicensed encryption functionality software is
downloaded may constitute a separate violation of these laws.

If our channel partners fail to obtain appropriate import, export or
re-export licenses or permits, we may also be adversely affected,
through reputational harm as well as other negative consequences
including government investigations and penalties. We presently
incorporate sanctions compliance requirements in our channel
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partner agreements for our customer service platform. Complying
with export control and sanctions regulations for a particular sale
may be time-consuming and may result in the delay or loss of sales
opportunities. Failure to comply with export control and sanctions
regulations for a particular sale may expose us to government
investigations and penalties, which could have an adverse effect on
our business, operating results, and financial condition.

In addition, various countries regulate the import of certain
encryption technology, including import permitting and licensing
requirements, and have enacted laws that could limit our ability to
offer our platform or distribute our platform or could limit our
customers’ ability to implement our platform in those countries.
Changes in our customer service platform or live chat software or
future changes in export and import regulations may create delays in
the introduction of our customer service platform or live chat
software in international markets or prevent our customers with
international operations from deploying our platform globally. Any
change in export or import regulations, economic sanctions or
related legislation, or change in the countries, governments, persons,
or technologies targeted by such regulations, could result in
decreased use of our customer service platform or live chat software
by, or in our decreased ability to export or sell our customer service
platform or live chat software to, existing or potential customers
with international operations. Any decreased use of our customer
service platform or live chat software or limitation on our ability to
export or sell our customer service platform or live chat software
would likely adversely affect our business operations and financial
results.

We recognize revenue over the term of our customer contracts.
Consequently, downturns or upturns in new sales may not be
immediately reflected in our operating results and may be difficult to
discern.

We generally recognize subscription revenue from customers ratably
over the terms of their contracts and a majority of our revenue is
derived from subscriptions that have terms longer than one month.
As a result, a portion of the revenue we report in each quarter is
derived from the recognition of deferred revenue relating to
subscriptions entered into during previous quarters. Consequently, a
decline in new or renewed subscriptions with terms that are longer
than monthly in any single quarter may have a small impact on our
revenue results for that quarter. However, such a decline will
negatively affect our revenue in future quarters. Accordingly, the
effect of significant downturns in sales and market acceptance of our
customer service platform or live chat software, and potential
changes in our pricing policies or rate of expansion or retention, may
not be fully reflected in our results of operations until future periods.
We may also be unable to reduce our cost structure in line with a
significant deterioration in sales. In addition, because the majority of
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subscriptions to our customer service platform and live chat software
are shorter than most comparable SaaS companies and because we
have many variations of billing cycles, our deferred revenue may be
a less meaningful indicator of our future financial results than for
other SaaS companies. In addition, a significant majority of our costs
are expensed as incurred, while revenue is recognized over the life of
the agreement with our customer. As a result, increased growth in
the number of our customers could continue to result in our
recognition of more costs than revenue in the earlier periods of the
terms of our agreements. Our subscription model also makes it
difficult for us to rapidly increase our revenue through additional
sales in any period, as revenue from new customers must be
recognized over the applicable subscription term.
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Certain of our operating results and financial metrics may be
difficult to predict as a result of seasonality.

Although we have not historically experienced significant
seasonality in terms of the number of subscriptions for our customer
service platform throughout the year, we may be impacted by
seasonal trends in the future, particularly as our business matures.
We do not have sufficient experience in selling our live chat
software to determine if demand for this service is or will be subject
to seasonality. Since a large percentage of our subscriptions are
monthly, customers are able to rapidly increase and decrease the
number of authorized agents for whom they require a subscription
quickly and easily, thereby potentially increasing the impact of
seasonality on our revenue. This seasonality may be reflected to a
much lesser extent, and sometimes may not be immediately
apparent, in our revenue, due to the fact that we recognize
subscription revenue over the term of our agreement. To the extent
we experience this seasonality, it may cause fluctuations in our
operating results and financial metrics, and make forecasting our
future operating results and financial metrics difficult.

Our ongoing and planned investments in self-managed colocation
data centers are expensive and complex, have resulted, and will
result, in a negative impact on our cash flows and may negatively
impact our financial results.

We have made and will continue to make substantial investments in
new equipment at our self-managed colocation data centers to
support our growth and provide enhanced levels of service to our
customers. We made capital expenditures of $1.3 million and $0.6
million in the three months ended June 30, 2014 and 2013,
respectively, and $4.9 million and $3.4 million in the six months
ended June 30, 2014 and 2013, respectively, primarily for purchases
of hosting equipment for use in these data centers. We have and are
continuing to transition from primarily a managed-service hosting
model, where a third party manages most aspects of our hosting
operations, to a self-managed colocation model, where we have
more direct control over the hosting infrastructure and its operation.
This has and may continue to have a negative impact on our cash
flows and gross profit as we invest in capital assets to establish and
expand our use of these self-managed colocation data centers and
scale these facilities to expected demand. If it takes longer than we
expect to fully complete this transition, the negative impact on our
operating results would likely exceed our initial expectations.

Our business and growth depend in part on the success of our
strategic relationships with third parties, including technology
partners, channel partners, and professional services partners.

139



Edgar Filing: UR-ENERGY INC - Form 10-K

We depend on, and anticipate that we will continue to depend on,
various third-party relationships in order to sustain and grow our
business. We are highly dependent upon third-party technology
partners for certain critical features and functionality of our platform.
For example, the advanced analytics features of the higher end
subscription plans of our customer service platform are highly
dependent on our technology integration with GoodData, Inc. Failure
of this or any other technology provider to maintain, support, or
secure its technology platforms in general, and our integrations in
particular, or errors or defects in its technology, could materially and
adversely impact our relationship with our customers, damage our
reputation and brand, and harm our business and operating results.
Any loss of the right to use any of this hardware or software could
result in delays or difficulties in our ability to provide our platform
until equivalent technology is either developed by us or, if available,
identified, obtained, and integrated.

For deployments of our customer service platform into complex
technology environments and workflows, we are highly dependent
on third-party implementation consultants to provide professional
services to our customers. The failure of these third-party consultants
to perform their services adequately may disrupt or damage the
relationship between us and our customer, damage our brand, and
harm our business.

Identifying, negotiating, and documenting relationships with
strategic third parties such as technology partners and
implementation providers require significant time and resources. In
addition, integrating third-party technology is complex, costly, and
time-consuming. Our agreements with technology partners and
implementation providers are typically limited in duration,
non-exclusive, and do not prohibit them from working with our
competitors or from offering competing services. Our competitors
may be effective in providing incentives to third parties to favor their
products or services or to prevent or reduce subscriptions to our
platform.

If we are unsuccessful in establishing or maintaining our
relationships with these strategic third parties, our ability to compete
in the marketplace or to grow our revenue could be impaired and our
operating results would suffer. Even if we are successful, we cannot
assure you that these relationships will result in improved operating
results.
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If we fail to integrate our customer service platform and live chat
software with a variety of operating systems, software applications,
and hardware that are developed by others, our customer service
platform and live chat software may become less marketable, less
competitive, or obsolete, and our operating results would be harmed.

Our customer service platform and live chat software must integrate
with a variety of network, hardware, and software platforms, and we
need to continuously modify and enhance our customer service
platform and live chat software to adapt to changes in cloud-enabled
hardware, software, networking, browser, and database technologies.
In particular, we have developed our platform to be able to easily
integrate with third-party SaaS applications, including the
applications of software providers that compete with us, through the
interaction of application platform interfaces, or APIs. In general, we
rely on the fact that the providers of such software systems,
including salesforce.com, continue to allow us access to their APIs
to enable these customer integrations. To date, we have not relied on
a long-term written contract to govern our relationship with these
providers. Instead, we are subject to the standard terms and
conditions for application developers of such providers, which
govern the distribution, operation, and fees of such software systems,
and which are subject to change by such providers from time to time.
Our business may be harmed if any provider of such software
systems:

discontinues or limits our access to its APIs;

modifies its terms of service or other policies, including fees charged
to, or other restrictions on us or other application developers;
changes how customer information is accessed by us or our
customers;

establishes more favorable relationships with one or more of our
competitors; or

otherwise favors its own competitive offerings over ours.

We believe a significant component of our value proposition to
customers is the ability to optimize and configure our customer
service platform to communicate with these third-party SaaS
applications through our respective APIs. If we are not permitted or
able to integrate with these and other third-party SaaS applications in
the future, demand for our customer service platform could be
adversely impacted and business and operating results would be
harmed. In addition, an increasing number of individuals within
organizations are utilizing mobile devices to access the Internet and
corporate resources and to conduct business. We have designed
mobile applications to provide access to our customer service
platform through these devices. If we cannot provide effective
functionality through these mobile applications as required by
organizations and individuals that widely use mobile devices, we
may experience difficulty attracting and retaining customers. Failure
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of our customer service platform or live chat software to operate
effectively with future infrastructure platforms and technologies
could also reduce the demand for our platform, resulting in customer
dissatisfaction and harm to our business. If we are unable to respond
to changes in a cost-effective manner, our platform may become less
marketable, less competitive, or obsolete and our operating results
may be negatively impacted.

We may acquire or invest in companies, which may divert our
management’s attention and result in additional dilution to our
stockholders. We may be unable to integrate acquired businesses and
technologies successfully or achieve the expected benefits of such
acquisitions.

We may evaluate and consider potential strategic transactions,
including acquisitions of, or investments in, businesses,
technologies, services, products, and other assets in the future. We
also may enter into relationships with other businesses to expand our
products and services, which could involve preferred or exclusive
licenses, additional channels of distribution, discount pricing, or
investments in other companies.

Any acquisition, including our recent acquisition of Zopim,
investment or business relationship may result in unforeseen
operating difficulties and expenditures. In particular, we may
encounter difficulties assimilating or integrating the businesses,
technologies, products, personnel, or operations of the acquired
companies, particularly if the key personnel of the acquired company
choose not to work for us, their software is not easily adapted to
work with our platform, or we have difficulty retaining the
customers of any acquired business due to changes in ownership,
management, or otherwise. For example, we only recently completed
our acquisition of Zopim, and substantially all of the acquisition and
integration risks remain. Acquisitions, including our acquisition of
Zopim, may also disrupt our business, divert our resources, and
require significant management attention that would otherwise be
available for development of our existing business. Moreover, the
anticipated benefits of any acquisition, investment, or business
relationship may not be realized or we may be exposed to unknown
risks or liabilities.
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Negotiating these transactions can be time-consuming, difficult, and
expensive, and our ability to complete these transactions may often
be subject to approvals that are beyond our control. Consequently,
these transactions, even if announced, may not be completed. For
one or more of those transactions, we may:

issue additional equity securities that would dilute our existing
stockholders;

use cash that we may need in the future to operate our business;
incur large charges or substantial liabilities;

incur debt on terms unfavorable to us or that we are unable to repay;
encounter difficulties retaining key employees of the acquired
company or integrating diverse software codes or business cultures;
and

become subject to adverse tax consequences, substantial
depreciation, or deferred compensation charges.

Because our customer service platform and live chat software can be
used to collect and store personal information, domestic and
international privacy and data security concerns could result in
additional costs and liabilities to us or inhibit sales of our customer
service platform or live chat software.

Personal privacy and data security have become significant issues in
the United States, Europe, and in many other jurisdictions where we
offer our customer service platform or live chat software. The
regulatory framework for privacy and security issues worldwide is
rapidly evolving and is likely to remain uncertain for the foreseeable
future. Many federal, state, and foreign government bodies and
agencies have adopted, or are considering adopting, laws and
regulations regarding the collection, use, and disclosure of personal
information. In the United States, these include rules and regulations
promulgated under the authority of federal agencies and state
attorneys general and consumer protection agencies. Internationally,
virtually every jurisdiction in which we operate has established its
own data security and privacy legal framework with which we or our
customers must comply, including the Directive 95/46/EC on the
protection of individuals with regard to the processing of personal
data and on the free movement of such data, or the Data Protection
Directive, established in the European Union and data protection
legislation of the individual member states subject to the Directive.
The Data Protection Directive will likely be replaced in time with
the pending European General Data Protection Regulation which
may impose additional obligations and risk upon our business. In
many jurisdictions enforcement actions and consequences for
non-compliance are also rising.

We certify adherence to the U.S. Department of Commerce’s Safe
Harbor Privacy Principles and comply with the U.S.-EU and
U.S.-Swiss Safe Harbor Frameworks with respect to our customer
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service platform, however, it is not clear whether or for how long
applicable data protection authorities in the European Union will
continue to recognize such certification as a valid method of
compliance with restrictions set forth in the Data Protection
Directive and data protection legislation of individual member states
restricting the transfer of data outside of the European Economic
Area. Since our live chat software is provided by Zopim, a company
organized under the laws of Singapore, certification to the U.S.
Department of Commerce’s Safe Harbor Privacy Principles and
compliance with the U.S.-EU and U.S.-Swiss Safe Harbor
Frameworks with respect to our live chat software is not available
(to the extent such safe harbor processes are still recognized). The
inability to certify such compliance means that the EU Privacy
Directive and other privacy regimes may impose additional
obligations to obtain consent from data subjects to transfer
personally identifiable information, or PII, outside of the European
Union on the part of our EU-based customers that use our live chat
software. Additionally, the inability to certify such compliance or
otherwise provide acceptable privacy assurances may inhibit the sale
and use of our live chat software in the European Union and certain
other markets, which could, were it to occur, harm our business and
operating results.

In addition to government regulation, privacy advocates and industry
groups may propose new and different self-regulatory standards that
either legally or contractually apply to us. Further, our customers
may require us to comply with more stringent privacy and data
security contractual requirements.

Because the interpretation and application of many privacy and data
protection laws are uncertain, it is possible that these laws may be
interpreted and applied in a manner that is inconsistent with our
existing data management practices or the features of our customer
service platform or live chat software. If so, in addition to the
possibility of fines, lawsuits, and other claims and penalties, we
could be required to fundamentally change our business activities
and practices or modify our customer service platform or live chat
software, which could have an adverse effect on our business. Any
inability to adequately address privacy and security concerns, even if
unfounded, or comply with applicable privacy and security or data
security laws, regulations and policies, could result in additional cost
and liability to us, damage our reputation, inhibit sales, and
adversely affect our business.
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Furthermore, the costs of compliance with, and other burdens
imposed by, the laws, regulations, and policies that are applicable to
the businesses of our customers may limit the use and adoption of,
and reduce the overall demand for, our customer service platform or
live chat software. Privacy and data security concerns, whether valid
or not valid, may inhibit market adoption of our customer service
platform or live chat software, particularly in certain industries and
foreign countries.

We may be sued by third parties for alleged infringement of their
proprietary rights.

There is considerable patent and other intellectual property
development activity in our industry. Our future success depends in
part on not infringing upon the intellectual property rights of others.
From time to time, our competitors or other third parties may claim
that we are infringing upon their intellectual property rights, and we
may be found to be infringing upon such rights. We may receive
claims from third parties, including our competitors, that our
customer service platform or live chat software and underlying
technology infringe or violate a third party’s intellectual property
rights, and we may be found to be infringing upon such rights. We
may be unaware of the intellectual property rights of others that may
cover some or all of our technology. Any claims or litigation could
cause us to incur significant expenses and, if successfully asserted
against us, could require that we pay substantial damages or ongoing
royalty payments, prevent us from offering our customer service
platform or live chat software, or require that we comply with other
unfavorable terms. We may also be obligated to indemnify our
customers or business partners in connection with any such litigation
and to obtain licenses, modify our customer service platform or live
chat software, or refund subscription fees, which could further
exhaust our resources. In addition, we may incur substantial costs to
resolve claims or litigation, whether or not successfully asserted
against us, which could include payment of significant settlement,
royalty or license fees, modification of our customer service
platform or live chat software, or refunds to customers of
subscription fees. Even if we were to prevail in the event of claims
or litigation against us, any claim or litigation regarding our
intellectual property could be costly and time-consuming and divert
the attention of our management and other employees from our
business operations. Such disputes could also disrupt our customer
service platform or live chat software, adversely impacting our
customer satisfaction and ability to attract customers.

Indemnity provisions in various agreements potentially expose us to
substantial liability for intellectual property infringement and other
losses.
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Our agreements with customers and other third parties may include
indemnification or other provisions under which we agree to
indemnify or otherwise be liable to them for losses suffered or
incurred as a result of claims of intellectual property infringement,
damages caused by us to property or persons, or other liabilities
relating to or arising from our customer service platform or live chat
software or other acts or omissions. The term of these contractual
provisions often survives termination or expiration of the applicable
agreement. Large indemnity payments or damage claims from
contractual breach could harm our business, operating results, and
financial condition. From time to time, customers require us to
indemnify or otherwise be liable to them for breach of
confidentiality or failure to implement adequate security measures
with respect to their data stored, transmitted, or processed by our
customer service platform or live chat software. Although we
normally contractually limit our liability with respect to such
obligations, we may still incur substantial liability related to them.
Any dispute with a customer with respect to such obligations could
have adverse effects on our relationship with that customer and other
current and prospective customers, reduce demand for our customer
service platform, and harm our business and operating results.

Our use of “open source” software could negatively affect our ability
to sell our customer service platform and live chat software and
subject us to possible litigation.

We use open source software in our customer service platform and
live chat software and expect to continue to use open source
software in the future. We may face claims from others claiming
ownership of, or seeking to enforce the terms of, an open source
license, including by demanding release of the open source software,
derivative works or our proprietary source code that was developed
using such software. These claims could also result in litigation,
require us to purchase a costly license or require us to devote
additional research and development resources to change our
customer service platform or live chat software, any of which would
have a negative effect on our business and operating results. In
addition, if the license terms for the open source software we utilize
change, we may be forced to reengineer our customer service
platform or live chat software or incur additional costs. Although we
have implemented policies to regulate the use and incorporation of
open source software into our customer service platform and live
chat software, we cannot be certain that we have not incorporated
open source software in our customer service platform or live chat
software in a manner that is inconsistent with such policies.

Any failure to protect our intellectual property rights could impair
our ability to protect our proprietary technology and our brand.

Our success and ability to compete depend in part upon our
intellectual property. We currently have one issued patent and have a
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limited number of patent applications, none of which may result in
an issued patent. We primarily rely on copyright, trade secret and
trademark laws, trade secret protection, and confidentiality or license
agreements with our employees, customers, partners, and others to
protect our intellectual property rights. However, the steps we take to
protect our intellectual property rights may be inadequate.
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In order to protect our intellectual property rights, we may be
required to spend significant resources to monitor and protect these
rights. 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 failure to secure, protect, and
enforce our intellectual property rights could adversely affect our
brand and adversely impact our business.

We may not be able to secure additional financing on favorable
terms, or at all, to meet our future capital needs.

We have funded our operations since inception primarily through
equity financings, capital lease arrangements, loans for equipment,
and subscription payments by our customers for use of our customer
service platform. We do not know when or if our operations will
generate sufficient cash to fund our ongoing operations. In the
future, we may require additional capital to respond to business
opportunities, challenges, acquisitions, a decline in the level of
subscriptions for our customer service platform, or unforeseen
circumstances. We may not be able to timely secure additional debt
or equity financing on favorable terms, or at all. Any debt financing
obtained by us could involve restrictive covenants relating to
financial and operational matters, which may make it more difficult
for us to obtain additional capital and to pursue business
opportunities, including potential acquisitions. If we raise additional
funds through further issuances of equity, convertible debt securities
or other securities convertible into equity, our existing stockholders
could suffer significant dilution in their percentage ownership of our
company, and any new equity securities we issue could have rights,
preferences and privileges senior to those of holders of our common
stock. If we are unable to obtain adequate financing or financing on
terms satisfactory to us, when we require it, our ability to continue to
grow or support our business and to respond to business challenges
could be significantly limited.

We face exposure to foreign currency exchange rate fluctuations.

We conduct transactions, particularly intercompany transactions, in
currencies other than the U.S. dollar. While we have primarily
transacted with customers and vendors in U.S. dollars, we have
transacted in foreign currencies for subscriptions to our customer
service platform and expect to significantly expand the number of
transactions with customers for our customer service platform and
live chat software that are denominated in foreign currencies in the
future. In addition, our international subsidiaries maintain net assets
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that are denominated in currencies other than the functional
operating currencies of these entities. Accordingly, changes in the
value of foreign currencies relative to the U.S. dollar can affect our
revenue and operating results due to transactional and translational
remeasurements that are reflected in our results of operations. As a
result of such foreign currency exchange rate fluctuations, it could
be more difficult to detect underlying trends in our business and
results of operations. In addition, to the extent that fluctuations in
currency exchange rates cause our results of operations to differ
from our expectations or the expectations of our investors, the
trading price of our common stock could be adversely affected.

We do not currently maintain a program to hedge transactional
exposures in foreign currencies. However, in the future, we may use
derivative instruments, such as foreign currency forward and option
contracts, to hedge certain exposures to fluctuations in foreign
currency exchange rates. The use of such hedging activities may not
offset any or more than a portion of the adverse financial effects of
unfavorable movements in foreign exchange rates over the limited
time the hedges are in place. Moreover, the use of hedging
instruments may introduce additional risks if we are unable to
structure effective hedges with such instruments.

Taxing authorities may successfully assert that we should have
collected or in the future should collect sales and use, value added or
similar taxes, and we could be subject to liability with respect to past
or future sales, which could adversely affect our results of
operations.

We do not collect sales and use, value added and similar taxes in all
jurisdictions in which we have sales, based on our understanding that
such taxes are not applicable. Sales and use, value added, and similar
tax laws and rates vary greatly by jurisdiction. Certain jurisdictions
in which we do not collect such taxes may assert that such taxes are
applicable, which could result in tax assessments, penalties, and
interest, and we may be required to collect such taxes in the future.
Such tax assessments, penalties, and interest, or future requirements
may adversely affect our results of operations.
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Our international operations subject us to potentially adverse tax
consequences.

We generally conduct our international operations through
subsidiaries and report our taxable income in various jurisdictions
worldwide based upon our business operations in those jurisdictions.
Our intercompany relationships are subject to complex transfer
pricing regulations administered by taxing authorities in various
jurisdictions. The relevant taxing authorities may disagree with our
determinations as to the value of assets sold or acquired or income
and expenses attributable to specific jurisdictions. If such a
disagreement were to occur, and our position were not sustained, we
could be required to pay additional taxes, interest and penalties,
which could result in one-time tax charges, higher effective tax rates,
reduced cash flows, and lower overall profitability of our operations.
We believe that our financial statements reflect adequate reserves to
cover such a contingency, but there can be no assurances in that
regard.

If our goodwill or intangible assets become impaired, we may be
required to record a significant charge to earnings.

We review our intangible assets for impairment when events or
changes in circumstances indicate the carrying value may not be
recoverable. Goodwill is required to be tested for impairment at least
annually. As of June 30, 2014, we had recorded a total of $16.0
million of goodwill and intangible assets related to our acquisition of
Zopim. An adverse change in market conditions, particularly if such
change has the effect of changing one of our critical assumptions or
estimates, could result in a change to the estimation of fair value that
could result in an impairment charge to our goodwill or intangible
assets. Any such charges may have a material negative impact on our
operating results.

Our ability to use our net operating losses to offset future taxable
income may be subject to certain limitations.

As of December 31, 2013, we had federal and state net operating
loss carryforwards, or NOLs, of $52.9 million and $33.3 million,
respectively, due to prior period losses. In general, under

Section 382 of the Internal Revenue Code of 1986, as amended, or
the Code, a corporation that undergoes an “ownership change” is
subject to limitations on its ability to utilize its NOLSs to offset future
taxable income. Our existing NOLs may be subject to limitations
arising from previous ownership changes, and if we undergo an
ownership, our ability to utilize NOLs could be further limited by
Section 382 of the Code. Future changes in our stock ownership,
some of which are outside of our control, could result in an
ownership change under Section 382 of the Code. Furthermore, our
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ability to utilize NOLs of companies that we may acquire in the
future may be subject to limitations. There is also a risk that due to
regulatory changes, such as suspensions on the use of NOLs, or
other unforeseen reasons, our existing NOLs could expire or
otherwise be unavailable to offset future income tax liabilities. For
these reasons, we may not be able to realize a tax benefit from the
use of our NOLs, whether or not we attain profitability.

Our estimates of market opportunity and forecasts of market growth
may prove to be inaccurate, and even if the market in which we
compete achieves the forecasted growth, our business could fail to
grow at similar rates, if at all.

Market opportunity estimates and growth forecasts are subject to
significant uncertainty and are based on assumptions and estimates
that may not prove to be accurate. Our estimates and forecasts
relating to the size and expected growth of the customer relationship
management market may prove to be inaccurate. Even if the market
in which we compete meets the size estimates and forecasted
growth, our business could fail to grow at similar rates, if at all.

We may not be able to generate sufficient cash to service our
indebtedness.

As of June 30, 2014, we owed an aggregate principal and accrued
interest amount of $7.7 million pursuant to a credit facility. Our
ability to make scheduled payments or to refinance our debt
obligations depends on numerous factors, including the amount of
our cash balances and our actual and projected financial and
operating performance. We may be unable to maintain a level of
cash balances or cash flows sufficient to permit us to pay the
principal, premium, if any, and interest on our existing or future
indebtedness. If our cash flows and capital resources are insufficient
to fund our debt service obligations, we may be forced to reduce or
delay capital expenditures, sell assets or operations, seek additional
capital, or restructure or refinance our indebtedness. We may not be
able to take any of these actions, and even if we are, these actions
may be insufficient to permit us to meet our scheduled debt service
obligations. In addition, in the event of our breach of the credit
facility, we may be required to repay any outstanding amounts
earlier than anticipated.

45

151



Edgar Filing: UR-ENERGY INC - Form 10-K

Our credit facility contains restrictive and financial covenants that
may limit our operating flexibility.

Our credit facility contains certain restrictive covenants that either
limit our ability to, or require a mandatory prepayment in the event
we, incur additional indebtedness and liens, merge with other
companies or consummate certain changes of control, acquire other
companies, engage in new lines of business, make certain
investments, pay dividends, transfer or dispose of assets, amend
certain material agreements, and enter into various specified
transactions. We, therefore, may not be able to engage in any of the
foregoing transactions unless we obtain the consent of our lender or
prepay the outstanding amount under the credit facility. The credit
facility also contains certain financial covenants, including minimum
revenue and cash balance requirements, and financial reporting
requirements. Our obligations under the credit facility are secured by
all of our property, with limited exceptions. We may not be able to
generate sufficient cash flow or sales to meet the financial covenants
or pay the principal and interest under the credit facility.
Furthermore, our future working capital, borrowings, or equity
financing could be unavailable to repay or refinance the amounts
outstanding under the credit facility. In the event of a liquidation, our
lender would be repaid all outstanding principal and interest prior to
distribution of assets to unsecured creditors, and the holders of our
common stock would receive a portion of any liquidation proceeds
only if all of our creditors, including our lender, were first repaid in
full.

We depend and rely upon SaaS technologies from third parties to
operate our business and interruptions or performance problems with
these technologies may adversely affect our business and operating
results.

We rely heavily on hosted SaaS applications from third parties in
order to operate critical functions of our business, including billing
and order management, enterprise resource planning, and financial
accounting services. If these services become unavailable due to
extended outages, interruptions, or because they are no longer
available on commercially reasonable terms, our expenses could
increase, our ability to manage finances could be interrupted and our
processes for managing sales of our platform and supporting our
customers could be impaired until equivalent services, if available,
are identified, obtained, and implemented, all of which could
adversely affect our business.

Changes in laws and regulations related to the Internet or changes in
the Internet infrastructure itself may diminish the demand for our
platform, and could have a negative impact on our business.
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The future success of our business depends upon the continued use
of the Internet as a primary medium for commerce, communication,
and business applications. Federal, state, or foreign government
bodies or agencies have in the past adopted, and may in the future
adopt, laws or regulations affecting the use of the Internet as a
commercial medium. Changes in these laws or regulations could
require us to modify our platform in order to comply with these
changes. In addition, government agencies or private organizations
have imposed and may impose additional taxes, fees, or other
charges for accessing the Internet or commerce conducted via the
Internet. These laws or charges could limit the growth of
Internet-related commerce or communications generally, or result in
reductions in the demand for Internet-based platforms and services
such as ours. In addition, the use of the Internet as a business tool
could be adversely affected due to delays in the development or
adoption of new standards and protocols to handle increased
demands of Internet activity, security, reliability, cost, ease-of-use,
accessibility, and quality of service. The performance of the Internet
and its acceptance as a business tool has been adversely affected by
“viruses,” “worms,” and similar malicious programs and the Internet has
experienced a variety of outages and other delays as a result of
damage to portions of its infrastructure. If the use of the Internet is
adversely affected by these issues, demand for our customer service
platform and live chat service could decline.

Catastrophic events may disrupt our business.

Our corporate headquarters are located in San Francisco, California
and we operate or utilize data centers that are located in North
America, Europe, and Asia. Key features and functionality of our
customer service platform are enabled by third parties that are
headquartered in California and operate or utilize data centers in the
United States and Europe. Additionally, we rely on our network and
third-party infrastructure and enterprise applications, internal
technology systems, and our website for our development,
marketing, operational support, hosted services, and sales activities.
In the event of a major earthquake, hurricane, or catastrophic event
such as fire, power loss, telecommunications failure, cyber-attack,
war, or terrorist attack, we may be unable to continue our operations
and may endure system interruptions, reputational harm, delays in
our application development, lengthy interruptions in our platform,
breaches of data security, and loss of critical data, all of which could
have an adverse effect on our future operating results.
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Risks Related to Ownership of Our Common Stock

Our stock price may be volatile or may decline regardless of our
operating performance resulting in substantial losses for our
stockholders.

The trading price of our common stock is likely to be volatile and
could fluctuate widely regardless of our operating performance. The
market price of our common stock may fluctuate significantly in
response to numerous factors, many of which are beyond our
control, including:

actual or anticipated fluctuations in our operating results;

the financial projections we may provide to the public, any changes
in these projections or our failure to meet these projections;

failure of securities analysts to initiate or maintain coverage of our
company, changes in financial estimates and publication of other
news by any securities analysts who follow our company, or our
failure to meet these estimates or the expectations of investors;
ratings changes by any securities analysts who follow our company;
announcements by us or our competitors of significant technical
innovations, acquisitions, strategic partnerships, joint ventures, or
capital commitments;

changes in operating performance and stock market valuations of
other technology companies generally, or those in our industry in
particular;

price and volume fluctuations in the overall stock market from time
to time, including as a result of trends in the economy as a whole;
changes in accounting standards, policies, guidelines,
interpretations, or principles;

actual or anticipated developments in our business or our
competitors’ businesses or the competitive landscape generally;
developments or disputes concerning our intellectual property or our
products, or third-party proprietary rights;

announced or completed acquisitions of businesses or technologies
by us or our competitors;

new laws or regulations or new interpretations of existing laws, or
regulations applicable to our business;

any major change in our board of directors or management;

sales of shares of our common stock by us or our stockholders;
lawsuits threatened or filed against us; and

other events or factors, including those resulting from war, incidents
of terrorism, or responses to these events.

In addition, the stock markets have experienced extreme price and
volume fluctuations that have affected and continue to affect the
market prices of equity securities of many technology companies.
Stock prices of many technology companies have fluctuated in a
manner unrelated or disproportionate to the operating performance
of those companies. In the past, stockholders have instituted
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securities class action litigation following periods of market
volatility. If we were to become involved in securities litigation, it
could subject us to substantial costs, divert resources and the
attention of management from operating our business, and adversely
affect our business, results of operations, financial condition, and
cash flows.

Our directors, officers, and principal stockholders beneficially own a
significant percentage of our stock and will be able to exert
significant control over matters subject to stockholder approval.

As of June 30, 2014, our directors, officers, five percent or greater
stockholders, and their respective affiliates beneficially owned in the
aggregate approximately 58.5% of our outstanding common stock.
As a result, these stockholders have the ability to influence us
through this ownership position. These stockholders may be able to
determine all matters requiring stockholder approval. For example,
these stockholders may be able to control elections of directors,
amendments of our organizational documents, and approval of any
merger, sale of assets, or other major corporate transaction. This may
prevent or discourage unsolicited acquisition proposals or offers for
our common stock that you may feel are in your best interest as one
of our stockholders.
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Substantial future sales of shares of our common stock could cause
the market price of our common stock to decline.

The market price of our common stock could decline as a result of
substantial sales of our common stock, particularly sales by our
directors, executive officers and significant stockholders, a large
number of shares of our common stock becoming available for sale
or the perception in the market that holders of a large number of
shares intend to sell their shares. As of June 30, 2014, we had
approximately 72.3 million shares of our common stock outstanding.
As a result of market stand-off agreements, approximately 59.6
million shares are subject to restrictions on their sale for 180 days
after May 14, 2014. In addition, certain of these shares are also
subject to lock-up agreements with the underwriters. Goldman,
Sachs & Co. and Morgan Stanley & Co. LLC may, in their sole
discretion, permit our officers, directors, employees and current
stockholders who are subject to lock-up agreements to sell shares
prior to the expiration of the lock-up agreements.

Additionally, the shares of common stock subject to outstanding
options and restricted stock unit awards under our equity incentive
plans and the shares reserved for future issuance under our equity
incentive plans will become eligible for sale in the public market in
the future, subject to certain legal and contractual limitations.

The holders of an aggregate of approximately 34.3 million shares of
our common stock as of June 30, 2014 have rights, subject to some
conditions, to require us to file registration statements covering their
shares or to include their shares in registration statements that we
may file for ourselves or our stockholders. We have also registered
shares of common stock that we may issue under our employee
equity incentive plans. These shares may be sold freely in the public
market upon issuance, subject to certain market stand-off or lock-up
agreements.

Anti-takeover provisions in our charter documents and under
Delaware law could make an acquisition of our company more
difficult, limit attempts by our stockholders to replace or remove our
current management and limit the market price of our common
stock.

Provisions in our certificate of incorporation and bylaws may have
the effect of delaying or preventing a change of control or changes in
our management. Our certificate of incorporation and bylaws include
provisions that:

authorize our board of directors to issue, without further action by
the stockholders, shares of undesignated preferred stock with terms,
rights, and preferences determined by our board of directors that
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may be senior to our common stock;

require that any action to be taken by our stockholders be effected at
a duly called annual or special meeting and not by written consent;
specify that special meetings of our stockholders can be called only
by our board of directors, the Chair of our board of directors, or our
Chief Executive Officer;

establish an advance notice procedure for stockholder proposals to
be brought before an annual meeting, including proposed
nominations of persons for election to our board of directors;
establish that our board of directors is divided into three classes,
Class I, Class 11, and Class III, with each class serving three-year
staggered terms;

prohibit cumulative voting in the election of directors;

provide that our directors may be removed only for cause;

provide that vacancies on our board of directors may be filled only
by a majority of directors then in office, even though less than a
quorum; and

require the approval of our board of directors or the holders of at
least seventy-five percent (75%) of our outstanding shares of capital
stock to amend our bylaws and certain provisions of our certificate
of incorporation.

These provisions may frustrate or prevent any attempts by our
stockholders to replace or remove our current management by
making it more difficult for stockholders to replace members of our
board of directors, which is responsible for appointing the members
of our management. In addition, because we are incorporated in
Delaware, we are governed by the provisions of Section 203 of the
Delaware General Corporation Law, which generally prohibits a
Delaware corporation from engaging in any of a broad range of
business combinations with any “interested” stockholder for a period
of three years following the date on which the stockholder became
an “interested” stockholder. Any delay or prevention of a change of
control transaction or changes in our management could cause the
market price of our common stock to decline.
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We are an “emerging growth company” and we cannot be certain if the
reduced disclosure requirements applicable to emerging growth
companies will make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in the federal
securities laws, and we may take advantage of certain exemptions
from various reporting 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 stockholder approval of any golden parachute
payments not previously approved. We cannot predict if investors
will find our common stock less attractive because we may rely on
these exemptions. If some investors find our common stock less
attractive as a result, there may be a less active trading market for
our common stock and our stock price may be more volatile. We
will remain an “emerging growth company” until the last day of the
fiscal year following the five-year anniversary of the completion of
our [PO, although if the market value of our common stock that is
held by non-affiliates exceeds $700 million as of the end of the
second quarter of a fiscal year prior to the five-year anniversary, we
would cease to be an “emerging growth company” as of the following
December 31.

The requirements of being a public company may strain our
resources, divert management’s attention, and affect our ability to
attract and retain executive management and qualified board
members.

As a public company, we are subject to the reporting requirements of
the Exchange Act, the Sarbanes-Oxley Act, the Dodd-Frank Wall
Street Reform and Consumer Protection Act of 2010, the listing
requirements of the exchanges and other markets upon which our
common stock is listed, and other applicable securities rules and
regulations. Compliance with these rules and regulations increase
our legal and financial compliance costs, make some activities more
difficult, time-consuming, or costly, and increase demand on our
systems and resources, particularly after we are no longer an
“emerging growth company.” The Exchange Act requires, among other
things, that we file annual, quarterly and current reports with respect
to our business and operating results. The Sarbanes-Oxley Act
requires, among other things, that we maintain effective disclosure
controls and procedures and internal control over financial reporting.
In order to maintain and, if required, improve our disclosure controls
and procedures and internal control over financial reporting to meet
this standard, significant resources and management oversight may
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be required. We are required to disclose changes made in our
internal control and procedures on a quarterly basis and we are
required to furnish a report by management on, among other things,
the effectiveness of our internal control over financial reporting for
the first fiscal year beginning after the effective date of our initial
public offering. However, our independent registered public
accounting firm is not required to formally audit and attest to the
effectiveness of our internal control over financial reporting pursuant
to Section 404 until the later of the year following our first annual
report required to be filed with the SEC, or the date we are no longer
an “emerging growth company.” As a result of the complexity
involved in complying with the rules and regulations applicable to
public companies, our management’s attention may be diverted from
other business concerns, which could adversely affect our business
and operating results. Although we have already hired additional
employees to assist us in complying with these requirements, we
may need to hire more employees in the future or engage outside
consultants, which will increase our operating expenses.

In addition, changing laws, regulations, and standards relating to
corporate governance and public disclosure are creating uncertainty
for public companies, increasing legal and financial compliance
costs, and making some activities more time consuming. These laws,
regulations, and standards are subject to varying interpretations, in
many cases due to their lack of specificity, and, as a result, their
application in practice may evolve over time as new guidance is
provided by regulatory and governing bodies. This could result in
continuing uncertainty regarding compliance matters and higher
costs necessitated by ongoing revisions to disclosure and governance
practices. We intend to invest substantial resources to comply with
evolving laws, regulations, and standards, and this investment may
result in increased general and administrative expenses and a
diversion of management’s time and attention from business
operations to compliance activities. If our efforts to comply with
new laws, regulations and standards differ from the activities
intended by regulatory or governing bodies due to ambiguities
related to their application and practice, regulatory authorities may
initiate legal proceedings against us and our business may be
adversely affected.

Being a public company and these new rules and regulations have
made it more expensive for us to obtain director and officer liability
insurance, and in the future we may be required to accept reduced
coverage or incur substantially higher costs to obtain coverage.
These factors could also make it more difficult for us to attract and
retain qualified members of our board of directors, particularly to
serve on our audit committee and compensation committee, and
qualified executive officers.

As a result of disclosure of information in our filings with the SEC,
our business and financial condition have become more visible,
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which we believe may result in threatened or actual litigation,
including by competitors and other third parties. If such claims are
successful, our business and operating results could be adversely
affected, and even if the claims do not result in litigation or are
resolved in our favor, these claims, and the time and resources
necessary to resolve them, could divert the resources of our
management and adversely affect our business and operating results.
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We do not intend to pay dividends on our common stock so any
returns will be limited to changes in the value of our common stock.

We have never declared or paid any cash dividends on our common
stock. We currently anticipate that we will retain future earnings for
the development, operation, and expansion of our business, and do
not anticipate declaring or paying any cash dividends for the
foreseeable future. In addition, our ability to pay cash dividends on
our common stock is restricted by our current credit facility and may
be prohibited or limited by the terms of our current and future debt
financing arrangements. Any return to stockholders will therefore be
limited to the increase, if any, of our stock price, which may never
occur.

If securities or industry analysts do not publish research or publish
inaccurate or unfavorable research about our business, our stock
price and trading volume could decline.

The trading market for our common stock depends in part on the
research and reports that securities or industry analysts publish about
us or our business. If few securities analysts commence coverage of
us, or if industry analysts cease coverage of us, the trading price for
our common stock would be negatively affected. If one or more of
the analysts who cover us downgrade our common stock or publish
inaccurate or unfavorable research about our business, our common
stock price would likely decline. If one or more of these analysts
cease coverage of us or fail to publish reports on us regularly,
demand for our common stock could decrease, which might cause
our common stock price and trading volume to decline.

Our charter documents designate the Court of Chancery of the State
of Delaware as the sole and exclusive forum for certain types of
actions and proceedings that may be initiated by our stockholders,
which could limit our stockholders’ ability to obtain a favorable
judicial forum for disputes with us or our directors, officers, or other
employees.

Our certificate of incorporation and bylaws provide that, unless we
consent in writing to the selection of an alternative forum, the Court
of Chancery of the State of Delaware shall be the sole and exclusive
forum for (A) any derivative action or proceeding brought on our
behalf, (B) any action asserting a claim of breach of a fiduciary duty
owed by any of our directors, officers or other employees to us or
our stockholders, (C) any action asserting a claim arising pursuant to
any provision of the Delaware General Corporation Law, our
certificate of incorporation or our bylaws, or (D) any action asserting
a claim against us governed by the internal affairs doctrine. Any
person or entity purchasing or otherwise acquiring any interest in
shares of our capital stock shall be deemed to have notice of and
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consented to the provisions of our certificate of incorporation
described above. 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 our directors, officers, or other
employees, which may discourage such lawsuits against us and our
directors, officers, and other employees. Alternatively, if a court
were to find these provisions of our certificate of incorporation
inapplicable to, or unenforceable in respect of, one or more of the
specified types of actions or proceedings, we may incur additional
costs associated with resolving such matters in other jurisdictions,
which could adversely affect our business, financial condition, or
results of operations.

Item 2. Unregistered Sales of Equity Securities
Sale of Unregistered Securities

From April 1, 2014 through May 14, 2014 (the date of the filing of
our registration statement on Form S-8), we granted to employees
options to purchase an aggregate of 0.2 million shares of common
stock at an exercise price of $12.08 per share under our 2009 Stock
Option and Incentive Plan, or the 2009 Plan.

From April 1, 2014 through May 14, 2014 (the date of the filing of
our registration statement on Form S-8), we issued and sold to
employees an aggregate of 0.2 million shares of common stock upon
the exercise of options at exercise prices ranging from $0.11 to $6.58
per share, for an aggregate exercise price of approximately $0.2
million.

We believe these transactions were exempt from registration under
the Securities Act in reliance upon Rule 701 promulgated under
Section 3(b) of the Securities Act as transactions pursuant to benefit
plans and contracts relating to compensation as provided under Rule
701.
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Use of Proceeds from Public Offerings of Common Stock

On May 14, 2014, our registration statement on Form S-1 (File

No. 333-195176) was declared effective by the SEC for our IPO
whereby we registered an aggregate of 12,777,777 shares of our
common stock, including 1,666,666 shares of our common stock
registered for sale by us upon the full exercise of the underwriters’
over-allotment option. On May 20, 2014, we completed our IPO and
sold 12,777,777 shares of our common stock at a price to the public
of $9.00 per share. Goldman, Sachs & Co and Morgan Stanley &
Co. LLC acted as the managing underwriters. The total gross
proceeds from the offering to us were $115.0 million. After
deducting underwriting discounts and commissions of $8.1 million
and offering expenses payable by us of $3.8 million, we received
approximately $103.1 million in net proceeds. There has been no
material change in the planned use of proceeds from our initial
public offering as described in our final prospectus filed with the
SEC on May 16, 2014 pursuant to Rule 424(b) of the Securities Act.
In June 2014 we used $20.0 million of the net proceeds from the IPO
to repay the outstanding balance under our revolving line of credit.
We invested the remaining funds received in registered money
market funds.

Item 6. Exhibits.

The exhibits listed in the accompanying Exhibit Index are filed or
incorporated by reference as part of this Quarterly Report.
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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.

Zendesk, Inc.

Date: August 7,

2014 By: /s/ Alan Black
Alan Black
Senior Vice President and Chief Financial
Officer
(Principal Financial and Accounting
Officer)
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32.1%

32.2%
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101.CAL**

101.DEF**
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Exhibit Description
Certificate of
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Registrant filed
May 20, 2014
Bylaws of the
Registrant, effective
May 20, 2014
Certification of the
Chief Executive
Officer pursuant to
Section 302 of the
Sarbanes-Oxley Act.
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Officer pursuant to
Section 302 of the
Sarbanes-Oxley Act.
Certification of the
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Officer pursuant to
Section 906 of the
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Section 906 of the
Sarbanes-Oxley Act.
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Linkbase Document

101.PRE** XBRL Taxonomy Furnished
Extension Presentation herewith
Linkbase Document

*The certifications furnished in Exhibits 32.1 and 32.2 hereto are
deemed to accompany this Quarterly Report on Form 10-Q and
will not be deemed “filed” for purposes of Section 18 of the
Securities Exchange Act of 1934, as amended, except to the extent
that the Registrant specifically incorporates it by reference.

*#Users of this data are advised that, pursuant to Rule 406T of

Regulation S-T, these interactive data files are deemed not filed or
part of a registration statement or prospectus for purposes of
Sections 11 or 12 of the Securities Act of 1933 or Section 18 of
the Securities Exchange Act of 1934 and otherwise are not subject
to liability under these sections.
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