
RingCentral Inc
Form 10-K
February 27, 2019

UNITED STATES  

SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)

☒ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF 1934
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OR
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(650) 472-4100

(Registrant’s telephone number, including area code)

Securities registered pursuant to Section 12(b) of the Act:

Title of each class Name of each exchange on which registered
Class A Common Stock, par value $0.0001 New York Stock Exchange

Securities registered pursuant to section 12(g) of the Act:

None

Indicate by a check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities
Act.    Yes  ☒    No  ☐

Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act.    Yes  ☐    No  ☒

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past 90
days.    Yes  ☒    No  ☐

Indicate by check mark whether the Registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the Registrant was required to submit such files).    Yes  ☒    No  ☐

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this
chapter) is not contained herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or
information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K.  ☐

Indicate by check mark whether the Registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
a smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,”
“accelerated filer”, “smaller reporting company”, and “emerging growth company” in Rule 12b-2 of the Exchange Act.

Large accelerated filer ☒ Accelerated filer ☐
Non-accelerated filer ☐  Smaller reporting company ☐
Emerging growth company ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. ☐

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ☐    No   ☒
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The aggregate market value of voting stock held by non-affiliates of the Registrant on June 29, 2018, based on the
closing price of $70.35 for shares of the Registrant’s common stock as reported by the New York Stock Exchange, was
approximately $4.8 billion. Shares of common stock held by each executive officer, director, and their affiliated
holders have been excluded in that such persons may be deemed to be affiliates. This determination of affiliate status
is not necessarily a conclusive determination for other purposes.

As of February 21, 2019, there were 69,644,199 shares of Class A common stock and 11,601,207 shares of Class B
common stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Information required in response to Part III of Form 10-K (Items 10, 11, 12, 13 and 14) is hereby incorporated by
reference to portions of the Registrant’s Proxy Statement for the Annual Meeting of Stockholders to be held in 2019.
Such Proxy Statement will be filed by the Registrant with the Securities and Exchange Commission no later than 120
days after the end of the Registrant’s fiscal year ended December 31, 2018.
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PART I.

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements that are based on our management’s beliefs
and assumptions and on information currently available to our management. Forward-looking statements include all
statements that are not historical facts and can be identified by terms such as “anticipates”, “believes”, “could”, “seeks”,
“estimates”, “expects”, “intends”, “may”, “plans”, “potential”, “predicts”, “projects”, “should”, “will”, “would” or similar expressions and the
negatives of those terms. Forward-looking statements include, but are not limited to, statements about:

•our progress against short-term and long-term goals;
•our future financial performance;
•our anticipated growth, growth strategies, and our ability to effectively manage that growth and effect these
strategies;
•our success in the enterprise market;
•anticipated trends, developments, and challenges in our business and in the markets in which we operate, as well as
general macroeconomic conditions;
•our ability to scale to our desired goals, particularly the implementation of new processes and systems and the
addition to our workforce;
•the impact of competition in our industry and innovation by our competitors;
•our ability to anticipate and adapt to future changes in our industry;
•our ability to predict software subscriptions revenues, formulate accurate financial projections, and make strategic
business decisions based on our analysis of market trends;
•our ability to anticipate market needs and develop new and enhanced products and subscriptions to meet those needs,
and our ability to successfully monetize them;
•maintaining and expanding our customer base;
•maintaining, expanding, and responding to changes in our relationships with other companies;
•maintaining and expanding our distribution channels, including our network of sales agents and resellers;
•our success with our carrier partners;
•our ability to sell, market, and support our products and services;
•our ability to expand our business to medium-sized and larger customers as well as expanding domestically and
internationally;
•our ability to realize increased purchasing leverage and economies of scale as we expand;
•the impact of seasonality on our business;
•the impact of any failure of our solutions or solution innovations;
•our reliance on our third-party product and service providers;
•the potential effect on our business of litigation to which we may become a party;
•our liquidity and working capital requirements;
•the impact of changes in the regulatory environment;
•our ability to protect our intellectual property and rely on open source licenses;
•our expectations regarding the growth and reliability of the internet infrastructure;
•the timing of acquisitions of, or making and exiting investments in, other entities, businesses, or technologies;
•our ability to successfully and timely integrate, and realize the benefits of any significant acquisition we may make;
•our capital expenditure projections;
•the estimates and estimate methodologies used in preparing our consolidated financial statements;
3
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•the political environment and stability in the regions in which we or our subcontractors operate;
•the impact of economic downturns on us and our customers;
•our ability to defend our systems and our customer information from fraud and cyber-attack;
•our ability to prevent the use of fraudulent payment methods for our products;
•our ability to retain key employees and to attract qualified personnel; and
•the impact of foreign currencies on our non-U.S. business as we expand our business internationally.
Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our
actual results, performance or achievements to be significantly different from any future results, performance or
achievements expressed or implied by the forward-looking statements. We discuss these risks in greater detail in the
section entitled “Risk Factors” and elsewhere in this Annual Report on Form 10-K. Given these uncertainties, you
should not place undue reliance on these forward-looking statements. Also, forward-looking statements represent our
management’s beliefs and assumptions only as of the date of this Annual Report on Form 10-K. You should read this
Annual Report on Form 10-K completely and with the understanding that our actual future results may be
significantly different from what we expect.

Except as required by law, we assume no obligation to update these forward-looking statements publicly, or to update
the reasons actual results could differ significantly from those anticipated in these forward-looking statements, even if
new information becomes available in the future.
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ITEM 1.BUSINESS

Overview

We are a leading provider of software-as-a-service (“SaaS”) solutions that enable businesses to communicate,
collaborate, and connect. We believe that our innovative, cloud-based approach disrupts the large market for business
communications and collaboration by providing flexible and cost-effective solutions that support distributed
workforces, mobile employees, and the proliferation of smartphones and tablets. We enable convenient and effective
communications for organizations across all their locations and employees, enabling them to be more productive and
more responsive to their customers.

Our cloud-based business communications and collaboration solutions are designed to be easy to use, providing a
single user identity across multiple locations and devices, including smartphones, tablets, PCs and desk phones. Our
solutions can be deployed rapidly and configured and managed easily. Through our platform, we enable third-party
developers and customers to integrate our solution with leading business applications to suit their own business
workflows.

Traditionally, business communications have been comprised of a series of inflexible, expensive, and disparate
systems: on-premise hardware based private branch exchanges (“PBX systems”) which primarily support only voice on
desktop phones. The rapid growth of mobile communications changed the way businesses interact. Employees
connect from anywhere with any device, using multiple modes of communications including voice, video, text,
messaging, and social media. These forms of flexible communications enable employees to be productive in ways
on-premise systems do not support. In addition, our cloud-based SaaS solutions are location and device independent
and better suited to address the needs of modern mobile and global enterprise workforces that are hard, if not
impossible, for legacy on-premise systems to match.

We believe RingCentral benefits from both the shift to mobile and distributed workforces and the migration of
hardware on-premise based communication systems to cloud-based software solutions. RingCentral’s software cloud
communications platform is designed from the ground-up, specifically for today’s mobile and distributed workforce.
RingCentral is a leading provider of global enterprise cloud communications, collaboration, and customer engagement
solutions. We provide unified voice, video, on-line meetings, team messaging, digital customer engagement, and
contact center solutions. In addition, our differentiated open platform Application Programming Interfaces (“APIs”)
enable seamless integration with third-party and custom software applications. These integrations improve business
workflows resulting in higher employee productivity and better customer service. Our global delivery capabilities
support the needs of multi-national enterprises in multiple countries.

We primarily generate revenues from the sale of software subscriptions for our cloud-based services. We focus on
acquiring and retaining our customers, adding value to their experience, and increasing their use of our products. As
customer needs change, they add users to services, upgrade to premium subscription editions, providing additional
features and functionality, and expand use of other products. We continue to invest in our direct sales force while also
developing indirect sales channels to market our brand and sell our product offerings. Our indirect channel partners
include regional and global master agents, national partners, and strategic partners such as Alphabet Inc. (the parent
company of Google Inc.). We also sell our solutions through carriers including AT&T, Inc. (“AT&T”), TELUS
Communications Company (“TELUS”) and BT Group plc (“BT”).
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“RingCentral” and other of our trademarks appearing in this report are our property. This report also contains trade
names and trademarks of other companies. We do not intend our use or display of other companies’ trade names or
trademarks to imply an endorsement or sponsorship of us by such companies, or any relationship with any of these
companies.

Our Solutions

Our cloud-based business communications, collaboration, and customer engagement solutions function across
multiple locations and devices, including smartphones, tablets, PCs and desk phones, allow for communication across
multiple modes, including high-definition (“HD”) voice, video, SMS, messaging and collaboration, conferencing, online
meetings, and fax. Our proprietary solutions enable a more productive and dynamic workforce and are architected
using industry standards to meet modern business communications and collaboration requirements, including
workforce mobility, “bring-your-own” communications device environments and multiple communications methods.

Our solutions are delivered using a highly available, and rapidly and easily scalable infrastructure, allowing our
customers to add new users regardless of where they are located. Our solutions are generally affordable, requiring
little to no upfront infrastructure hardware costs or ongoing maintenance and upgrade costs commonly associated with
on-premise systems and can be integrated with other existing communication systems.
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We believe that our solutions go beyond the core functionality of existing on-premise communications solutions by
providing additional key benefits that address the changing requirements of business to allow business
communications using voice, SMS, team messaging, collaboration, fax, social media, and HD video web
conferencing. The key benefits of our solutions include:

•Location Independence.    Our cloud-based solutions are designed to be location independent. We seamlessly connect
distributed and mobile users, enabling employees to communicate with a single identity whether working from a
central location, a branch office, on the road, or at home.
•Global.     Our RingCentral Global Office capabilities support multinational enterprise workforces. RingCentral
Global Office connects multinational workforces globally, while reducing the complexity and high costs of
maintaining multiple legacy on-premise PBX systems with a single global cloud solution.
•Device Independence.    Our solutions are designed to work with a broad range of devices, including smartphones,
tablets, PCs, and desk phones, enabling businesses to successfully implement a “bring-your-own” communications
device strategy.
•Instant Activation and Easy Account Management.    Our solutions are designed for rapid deployment and ease of
management. Our intuitive graphical user interfaces allow administrators and users to set up and manage their
business communications system with little or no IT expertise, training, or dedicated staffing.
•Scalability.    Our cloud-based solutions scale easily and efficiently with the growth of our customers. Customers can
add users, regardless of their location, without having to purchase additional infrastructure hardware or software
upgrades.
•Lower Cost of Ownership.    We believe that our customers experience significantly lower cost of ownership
compared to legacy on-premise systems. Using our cloud-based solutions, our customers can avoid the significant
upfront costs of infrastructure hardware, software, ongoing maintenance and upgrade costs, and the need for
dedicated and trained IT personnel to support these systems.
•Seamless and Intuitive Integration with Other Applications.    Applications are proliferating within businesses of all
sizes. Integration of these business applications with legacy on-premise systems is typically complex and expensive,
which limits the ability of businesses to leverage cloud-based applications. Our platform provides seamless and
intuitive integration with multiple popular cloud-based business applications such as Office365, Google G-Suite,
Salesforce CRM, Oracle, Okta, Zendesk, and Box, as well as customer lines-of business applications.
Our Products

RingCentral has a portfolio of cloud-based offerings that are subscription based and made available at different
monthly rates, varying by the specific functionalities, services, and number of users.  We primarily generate revenues
from the sale of software subscriptions of our offerings, which include the following:

RingCentral Office.    RingCentral Office, our flagship product, provides a unified experience for communication and
collaboration across multiple modes, including HD voice, video, SMS, messaging and collaboration, conferencing,
online meetings, and fax. Offered globally, customers can extend RingCentral Office to support their multinational
workforce in many countries around the world. This subscription is designed primarily for businesses that require a
communications solution, regardless of location, type of device, expertise, size, or budget. Businesses are able to
seamlessly connect users working in multiple office locations on smartphones, tablets, PCs and desk phones. We sell
RingCentral Office in four editions: Essentials, Standard, Premium, and Ultimate. Our Essentials Edition is designed
for small organizations and includes high definition voice, call management, mobile applications, business SMS and
MMS, team messaging and collaboration, audio/video/web conferencing capabilities, and out-of-the-box integrations
with other cloud-based business applications such as Box, Dropbox, Google G-Suite, Office365, Outlook, and
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Salesforce. Our Standard Edition includes Essentials functionality, together with auto-attendant, fax, and business
analytics and reporting. Our Premium and Ultimate Editions include the Standard Edition functionality, together with
additional software integrations with business applications such as Salesforce CRM, Zendesk, and others, the ability
to create, develop, and deploy custom integrations using our APIs, more advanced call routing for our larger
customers with multiple business units, and automatic call recording. All editions also vary in the number of included
toll-free minutes and number of concurrent video and web conference meeting attendees. RingCentral Office
customers also have available to them RingCentral Global Office.
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Key features of RingCentral Office include:

•Cloud-Based Business Communications Solutions.    We offer multi-user, multi-extension, cloud-based business
communications solutions that do not require installation, configuration, management, or maintenance of on-premise
hardware and software. Our solutions are instantly activated and deliver a r
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