Edgar Filing: REALPAGE INC - Form 10-K

REALPAGE INC
Form 10-K
March 03, 2014
Table of Contents

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 AND EXCHANGE

ACT OF 1934
For the fiscal year ended December 31, 2013
or

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

OF 1934
For the transition period from to
Commission File Number: 001-34846

RealPage, Inc.
(Exact name of registrant as specified in its charter)

Delaware
(State or other jurisdiction of
incorporation or organization)

4000 International Parkway

Carrollton, Texas

(Address of principal executive offices)

(972) 820-3000

(Registrant’s telephone number, including area code)

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

Common Stock, $0.001 par value
(Title of class)

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

None

75-2788861
(I.R.S. Employer
Identification No.)

75007-1951
(Zip Code)

The NASDAQ Stock Market LLC
(Name of each exchange on which registered)




Edgar Filing: REALPAGE INC - Form 10-K

Table of Contents

Indicate by check mark if the Registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities

Act. Yes x 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 x

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 x No ~
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted 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 and post such files). Yes x No ~
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information statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form
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Non-accelerated filer ” (Do not check if a smaller reporting company) Smaller reporting company
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Based on the closing price of the registrant’s common stock on the last business day of the registrant’s most recently
completed second fiscal quarter, which was June 28, 2013, the aggregate market value of its shares held by
non-affiliates on that date was approximately $909,738,000. For purposes of this calculation, the registrant assumed
that all 5% holders, directors and executive officers of the registrant are affiliates. On February 14, 2014, 78,124,539
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We have made forward-looking statements in this Annual Report on Form 10-K that are subject to risks and
uncertainties. Forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as
amended, and Section 21E of the Securities Exchange Act of 1934, as amended, are subject to the “safe harbor” created
by those sections. The forward-looking statements in this Annual Report on Form 10-K are based on our
management’s beliefs and assumptions and on information currently available to our management. In some cases, you
can identify forward-looking statements by terms such as “anticipates,” “aspires,” “believes,” “can,” “continue,” “could,” “esti
“expects,” “intends,” “may,” “plans,” “projects,” “seeks,” “should,” “will” or “would” or the negative of these terms and simil:
expressions intended to identify forward-looking statements. These statements involve known and unknown risks,
uncertainties and other factors, which may cause our actual results, performance, time frames or achievements to be
materially different from any future results, performance, time frames or achievements expressed or implied by the
forward-looking statements. We discuss many of these risks, uncertainties and other factors in this document in

greater detail under the heading “Risk Factors.” We believe it is important to communicate our expectations to our
investors. However, there may be events in the future that we are not able to predict accurately or over which we have
no control. The risks described in “Risk Factors” included in this Annual Report on Form 10-K, as well as any other
cautionary language in this Annual Report on Form 10-K, provide examples of risks, uncertainties and events that

may cause our actual results to differ materially from the expectations we describe in our forward-looking statements.
Before you invest in our common stock, you should be aware that the occurrence of the events described in “Risk
Factors” and elsewhere in this Annual Report on Form 10-K could harm our business.

Given these risks, uncertainties and other factors, you should not place undue reliance on these forward-looking
statements. Also, these forward-looking statements represent our estimates and assumptions only as of the date of this
Annual Report on Form 10-K. You should read this document completely and with the understanding that our actual
future results may be materially different from what we expect. We hereby qualify our forward-looking statements by
these cautionary statements. 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 materially from those anticipated in these
forward-looking statements, even if new information becomes available in the future.
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Item 1. Business

Company Overview

RealPage, Inc., a Delaware corporation, and its subsidiaries, (the “Company” or “we” or “us”) is a leading provider of on
demand software solutions for the rental housing industry. Our broad range of property management solutions enables
owners and managers of single-family and a wide variety of multi-family rental property types to manage their
marketing, pricing, screening, leasing, accounting, purchasing and other property operations. Our on demand software
solutions are delivered through an integrated software platform that provides a single point of access and a shared
repository of prospect, resident and property data. By integrating and streamlining a wide range of complex processes
and interactions among the rental housing ecosystem of owners, managers, prospects, residents and service providers,
our platform helps optimize the property management process and improves the experience for all of these
constituents.

Our solutions enable property owners and managers to increase revenues and reduce operating costs through higher
occupancy, improved pricing methodologies, new sources of revenue from ancillary services, improved collections
and more integrated and centralized processes. As of December 31, 2013, over 8,700 customers used one or more of
our on demand software solutions to help manage the operations of approximately 9.0 million rental housing units.
Our customers include each of the ten largest multi-family property management companies in the United States,
ranked as of January 1, 2013 by the National Multi Housing Council, based on number of units managed.

We sell our solutions through our direct sales organization. Our total revenues were approximately $377.0 million,
$322.2 million and $258.0 million for the years ended December 31, 2013, 2012 and 2011, respectively. In the same
periods, we had operating income of approximately $21.6 million, $11.4 million and $1.8 million, respectively, and
net income (loss) of approximately $20.7 million, $5.2 million and $(1.2) million, respectively.

Our company was formed in 1998 to acquire Rent Roll, Inc., which marketed and sold on premise property
management systems for the conventional and affordable multi-family rental housing markets. In June 2001, we
released OneSite, our first on demand property management system. Since 2002, we have expanded our on demand
software solutions to include a number of software-enabled value-added services that provide complementary sales
and marketing, asset optimization, risk mitigation, billing and utility management and spend management capabilities.
In connection with this expansion, we have allocated greater resources to the development and infrastructure needs of
developing and increasing sales of our suite of on demand software solutions. In addition, since July 2002, we have
completed 27 acquisitions of complementary technologies to supplement our internal product development and sales
and marketing efforts and expand the scope of our solutions, the types of rental housing properties served by our
solutions and our customer base.

Industry Overview

The rental housing market is large, growing and complex.

The rental housing market is large and characterized by challenging and location-specific operating requirements,
diverse industry participants, significant mobility among residents and a variety of property types, including
single-family and a wide range of multi-family property types, including conventional, affordable, privatized military,
student and senior housing. According to the U.S. Census Bureau American Housing Survey for the United States,
there were 43.0 million rental housing units in the United States in 2011. The U.S. Census Bureau divides the rental
housing market into the following categories:

2
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Estimated Units
(in millions)

Property Size

Single-family properties

1 unit 16.6
2-4 units 8.4
Multi-family properties

5-9 units 5.4
10-49 units 8.8
50 or more units 3.8
Total Rental Units 43.0

Based on U.S. Census Bureau data and our own estimates, we believe that the overall size of the U.S. rental housing
market, including rent, utilities and insurance, exceeds $300 billion annually. We estimate that the total addressable
market for our current on demand software solutions is approximately $9.6 billion per year. This estimate assumes
that each of the 43.0 million rental units in the United States has the potential to generate annually a range of
approximately $150 in revenue per unit for single-family units to approximately $350 in revenue per unit for
conventional multi-family units. In addition, we estimate that the student and senior markets have the potential to
generate annually approximately $700 in revenue per unit. We base this potential revenue assumption on our review
of the purchasing patterns of our existing customers with respect to our on demand software solutions, the on demand
software solutions currently utilized by our existing customers, the number of units our customers manage with these
solutions and our current pricing for on demand software solutions. Furthermore, the U.S. rental housing market has
recently benefited from a number of significant trends, including decreased home ownership resulting in additional
renter households and tougher mortgage lending standards reducing first-time home purchases and contributing to
lower rates of renter attrition as renters choose to remain in rental units.

Rental property management spans both the resident lifecycle and the operations of a property.

The resident lifecycle can be separated into four key stages: prospect, applicant, residency and post-residency. Each
stage has unique requirements, and a property owner’s or manager’s ability to effectively address these requirements
can significantly impact revenue and profitability.

In addition to managing the resident lifecycle, property owners and managers must also manage the operations of their
properties. Critical components of property operations include materials and service provider procurement, insurance
and risk mitigation, utility and energy management, information technology and telecommunications management,
accounting, expense tracking and management, document management, security, staff hiring and training, staff
performance measurement and management and marketing.

Managing the resident lifecycle and the operations of a property involves several different constituents, including
property owners and managers, prospects, residents and service providers. Property owners can include
single-property owners, multi-property owners, national residential apartment syndicators that may own thousands of
units through a variety of investment funds and real estate investment trusts, or REITs. Property managers often are
responsible for a large number of properties that can range from single-family units to large apartment communities.
Property owners and managers also need to manage a variety of service providers, including utilities, insurance
providers, video, voice and data providers and maintenance and capital goods suppliers. Managing these diverse
relationships, combined with resident turnover and regulatory and compliance requirements, can make the operations
of even a small portfolio of rental properties complex. Challenges are compounded for owners and managers
responsible for a large portfolio of geographically dispersed properties, which require overseeing potentially hundreds
of thousands of individual rental processes.

Legacy information technology solutions designed to manage the rental housing property management process are
inadequate.



Edgar Filing: REALPAGE INC - Form 10-K

During the 1970’s and 1980’s, the rental housing market was highly fragmented and regionally organized. During this
period, the first property management systems and software solutions emerged to help property owners and managers
with basic accounting and record keeping functions. These solutions provided limited functionality and scalability and
often were not tailored to the specific needs of rental housing property owners and managers.

Beginning in the mid 1990’s, the rental housing market began to consolidate and large, nationally focused and publicly
financed companies emerged, which aggregated significant numbers of units. The rise of national real estate portfolio
managers, many of them accountable to public shareholders, created a need for more sophisticated and scalable

property
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management systems that included a centralized database and were designed to optimize and automate multiple
business processes within the resident lifecycle and property operations. Despite increasing market demands, the
available solutions continued to be insufficient to fully address the complex requirements of rental housing property
owners and managers, which moved beyond basic accounting and record keeping functions to also include
value-added services such as Internet marketing, applicant screening, billing solutions and analytics for pricing and
yield optimization.

To address their complex and evolving requirements, many rental housing property owners and managers have
historically implemented myriad single point solutions and/or internally developed solutions to manage their
properties. These solutions can be expensive to implement and maintain and often lack integrated functionality to help
owners and managers increase rental revenue or reduce costs. In addition, many rental housing property owners and
managers still rely on paper or spreadsheet-based approaches, which are typically time intensive and prone to human
error or internal mismanagement.

In addition, owners and managers have relied upon print and Internet listing firms to attract leads required to fill
available vacancies. The cost per lease generated from these lead sources is highly variable ranging from a few
hundred dollars per lease to several thousand dollars per lease.

We believe these historical solutions are inadequate because they:

require significant customization to implement, which frequently inhibits upgrading to new versions or platforms in a
timely manner;

require information technology, or IT, resources to support integration points between property management systems
and disparate value-added services;

require IT resources to implement and maintain data security, data integrity, performance and business continuity
solutions;

dack scalability and flexibility to account for the expansion or contraction of a property portfolio;

{ack material organic lease generation capability and do not track the cost of leads generated by each source;

dack effective spend management capabilities for controlling property management costs;

tack comprehensive analytics for pricing and yield optimization;

tack workflow level integration;

do not provide owners and managers with visibility into overall property performance; and

cannot be easily updated to meet new regulations and compliance requirements.

On demand software solutions are well suited to meet the rental housing market’s needs.

The ubiquitous nature of the Internet, widespread broadband adoption and improved network reliability and security
has enabled the deployment and delivery of business-critical applications online. The on demand delivery model is
substantially more cost-effective than traditional on premise software solutions that generally have higher deployment
and support costs and require the customer to purchase and maintain the associated servers, storage, networks, security
and disaster recovery solutions.

The RealPage Solution

We provide a platform of on demand software solutions that integrates and streamlines rental property management
business functions. Our solutions enable owners and managers of single-family and a wide variety of multi-family
rental property types, including conventional, affordable, privatized military, student and senior housing, to manage
their marketing, pricing, screening, leasing, accounting, purchasing and other property operations. These functions
have traditionally been addressed by individual, disparate applications. Our solutions enable property owners and
managers to increase revenues and reduce operating costs through higher occupancy, improved pricing
methodologies, new sources of revenue from ancillary services, improved collections and more integrated and
centralized business processes. Our solutions contribute to a more efficient property management process and an
improved experience for all of the constituents involved in the rental housing ecosystem, including owners, managers,
prospects, residents and service providers.

Benefits to Our Customers

4
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We believe the benefits of our solutions for our customers include the following:

Increased revenues. Our solutions enable our customers to increase their revenues by improving their sales and
marketing effectiveness, optimizing their pricing and occupancy and improving collection of rental payments, utility
expenses, late fees and other charges.

Reduced operating costs. Our solutions help our customers reduce costs by streamlining and automating many
ongoing property management functions, centralizing and controlling purchasing by on-site personnel and transferring
costs from the site to more efficient centrally managed operations. Our on demand delivery model also reduces
owners’ and managers’ operating costs by eliminating their need to own and support the applications or associated
hardware infrastructure. In addition, our integrated solutions consolidate the initial implementation and training costs
and ongoing support associated with multiple applications that each provide only components of the functionality
provided by our solutions. This is particularly important for property owners and managers who want to reduce
enterprise-class IT infrastructure, support and staff training.

Improved quality of service for residents and prospects. Our solutions improve the level of service that property
owners and managers provide to residents and prospects by enabling many transactions to be completed online,
expediting the processing of rental applications, maintenance service requests and payments and increasing the
frequency and quality of communication with residents and prospects, providing higher resident satisfaction and
increased differentiation from competing properties that do not use our solutions.

Streamlined and simplified property management business processes. Our on demand platform provides integrated
solutions for managing a wide variety of property management processes that have traditionally been managed
manually or through separate applications. Our solutions utilize common authentication that enables data sharing and
workflow automation of certain business processes, thereby eliminating redundant data entry and simplifying many
recurring tasks. The efficiency of our solutions allows onsite and corporate personnel to utilize their time more
effectively and to focus on the strategic priorities of the business. We also make extensive use of online training
courseware and our solutions are designed to be usable by new employees almost immediately after their hiring,
addressing an acute need of the multi-family industry in which employee turnover is high.

Ability to integrate third-party products and services. Our open architecture and application framework facilitate the
integration of third-party applications and services into our solutions. This enables property managers to conduct these
business functions through the same system that they already use for many of their other tasks and to leverage the
same repository of prospect, resident and property data that supports our solutions.

Increased visibility into property performance. Our integrated platform and common data repository enable owners
and managers to gain a comprehensive view of the operational and financial performance of each of their properties.
Our solutions provide a library of standard reports, dashboards, scorecards and alerts, and we also provide interfaces
to several widely used report writers and business intelligence tools. In addition, our on demand delivery model makes
it possible to deliver benchmark data aggregated across more than 13,500 properties, factor rental payment history
into applicant screening processes and create more accurate supply/demand models and statistically based price
elasticity models to improve price optimization.

Simple implementation and support. Our solutions include pre-configured extensions that meet the specific needs of a
variety of property types and can be easily tailored by our customers to meet more specific requirements of their
properties and business processes. We strive to minimize the need for professional consulting services to implement
our solutions and train personnel.

Improved scalability. We host our solutions for our customers, thereby reducing or eliminating our customers’ costs
associated with expanding or contracting IT infrastructure as their property portfolios evolve. We also bear the risk of
technological obsolescence because we own and manage our data center infrastructure and are continually upgrading
it to newer generations of technology without any incremental cost to our customers.

Competitive Strengths of our Solutions

The competitive strengths of our solutions are as follows:

Integrated on demand software platform based on a common data repository. Our solutions are delivered through an
integrated on demand software platform that provides a single point of access via the Internet with a common
repository of prospect, resident and property data, which permits our solutions to access requested data through offline

10
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data transfer or in real-time.

Large and growing ecosystem of property owners, managers, prospects, residents and service providers. Through
December 31, 2013, we have established a customer base of over 8,700 customers who use one or more of our on
demand
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software solutions to help manage the operations of approximately 9.0 million rental housing units. Our customers
include each of the ten largest multi-family property management companies in the United States, ranked as of
January 1, 2013 by the National Multifamily Housing Council, based on number of units managed. Our solutions
automate and streamline many of the recurring transactions and interactions among this large and expanding
ecosystem of property owners and managers, prospects, residents and service providers, including prospect inquiries,
applications, monthly rent payments and service requests. As the number of constituents of our ecosystem increases,
the volume of data in our common data repository and its value to the constituents of our ecosystem grows.
Comprehensive platform of on demand software solutions for property management. Our on demand property
management solutions and integrated software-enabled value-added services provide what we believe to be the
broadest range of on demand capabilities for managing the resident lifecycle and core operational processes for
residential property management. Our software-enabled value-added services provide complementary sales and
marketing, asset optimization, risk mitigation, billing and utility management and spend management capabilities that
collectively enable our customers to manage every stage of the resident lifecycle. In addition, we offer shared cloud
services, including reporting, payment, document management and training functionality that are common to all of our
product families. These comprehensive solutions enable us to address the needs of a wide range of property owners
and managers across a broad range of rental housing property types.

Deep rental housing industry expertise. We have been serving the rental housing industry exclusively for over

10 years and our senior management team members have extensive experience in the rental housing industry. We
design our solutions based on our extensive rental housing industry expertise, insight into industry trends and
developments and property management best practices that help our customers simplify the challenges of owning and
managing rental properties.

Open cloud computing architecture. Our cloud computing architecture enables our solutions to interface with our
customers’ existing systems and allows our customers to outsource the management of third-party business
applications. This open architecture enables our customers to buy our solutions incrementally while continuing to use
existing third-party solutions, allowing us to shorten sales cycles and increase adoption of our solutions within our
target market.

Our Strategy

We intend to leverage the breadth of our solutions and industry presence to solidify our position as a leading provider
of on demand software solutions to the rental housing industry. The key elements of our strategy to accomplish this
objective are as follows:

Acquire new customers. We intend to actively pursue new customer relationships with property owners and managers
that do not currently use our solutions. In addition to marketing our core property management solutions, we will also
seek to sell our software-enabled value-added services to customers of other third-party property management systems
by utilizing our open architecture to facilitate integration of our solutions with those systems.

Increase the adoption of additional solutions within our existing customer base. Many of our customers rely on our
property management solutions to manage their daily operations and track all of their critical prospect, resident and
property information. Additionally, some of our customers utilize our software-enabled value-added services to
complement third-party ERP systems. We have continually introduced new software-enabled value-added services to
complement our property management solutions and marketed our on demand property management solutions to our
customers who are utilizing third-party ERP systems. We believe that the penetration of our on demand software
solutions to date has been modest and significant potential exists for additional on demand revenue from sales of these
solutions to our customer base. We have significant opportunities to further leverage the critical role that our solutions
play in our customers’ operations by increasing the adoption of our on demand property management solutions and
software-enabled value-added services within our existing customer base, and we intend to actively focus on
up-selling and cross-selling our solutions to our customers.

Add new solutions to our platform. We believe that we offer the most comprehensive platform of on demand software
solutions for the rental housing industry. The breadth of our platform enables our customers to control many aspects
of the residential rental property management process. We have a unique opportunity to add new capabilities that
further enhance our platform, and we intend to continue developing and introducing new solutions to sell to both new

12
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and existing customers. These solutions may include localized solutions to support our customers as they grow their
international operations. We also intend to develop new relationships with third-party application providers that can
use our open architecture to offer additional product and service capabilities to their customers through the use of our
platform.

Pursue acquisitions of complementary businesses, products and technologies. Since July 2002, we have completed

27 acquisitions that have enabled us to expand our platform, enter into new rental property markets and expand our
customer base. We intend to continue to selectively evaluate opportunities to acquire businesses and technologies that
may help us accomplish these and other strategic objectives.
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Products and Services

Our platform consists of our property management solutions as well as seven families of software-enabled
value-added services. These services provide complementary sales and marketing, asset optimization, risk mitigation,
billing and utility management and spend management capabilities that collectively enable our customers to manage
the stages of the prospect and resident lifecycles. Each of our property management solutions and our
software-enabled value-added services include multiple product centers that provide distinct capabilities and can be
licensed separately or as a bundled package. Each product center is integrated with a central repository of prospect,
resident and property data.

Our platform also includes a set of shared cloud services, including reporting, payment, document management and
training functionality that are common to all of our product families. Third-party applications can access our property
management solutions using our RealPage Exchange platform.

Our platform is designed to serve as a single system of record for all of the constituents of the rental housing
ecosystem, including owners, managers, prospects, residents and service providers, and to support the entire resident
lifecycle, from prospect to applicant to residency to post-residency. Common authentication, work flow and user
experience across product families enables each of these constituents to access different applications as appropriate for
their role.

We offer different versions of our platform for different types of properties. For example, our platform supports the
specific and distinct requirements of:

conventional single-family properties (four units or less);

conventional multi-family properties (five or more units);

affordable Housing and Urban Development, or HUD, properties;

affordable tax credit properties;

rural housing properties;

privatized military housing;

commercial;

student housing;

senior living; and

vacation rentals.

14
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Property Management Solutions

Our property management solutions are typically referred to as Enterprise Resource Planning, or ERP, systems. These
solutions manage core property management business processes, including leasing, accounting, purchasing and
facilities management, and include a central database of prospect, applicant, resident and property information that is
accessible in real time by our other solutions. Our property management solutions also interface with most popular
general ledger accounting systems through our RealPage Exchange platform. This makes it possible for customers to
deploy our solutions using our accounting system or a third-party accounting system.

OneSite

OneSite is our flagship on demand property management solution for multi-family properties. OneSite includes 13
individual product centers. Seven versions of OneSite are tailored to the specific needs of conventional multi-family,
affordable HUD(), affordable tax credit, rural housing, privatized military housing, student housing and commercial.
Product Center Key Functionality

Prospects, generates, presents and records price quotations, generates lease
documents, schedules move-ins and posts financial transactions to the resident
ledger for both new residents and renewal of existing resident leases. Seven
versions support the unique needs of our target residential rental markets.

OneSite Leasing & Rents

Manages asset warranties, inventory, service requests and unit turnovers so that
OneSite Facilities when a resident moves out, the resident ledger is automatically updated with any
damages to be incorporated into the resident’s final account statement.

. . Manages work orders and procurement activities and calculates operating budget

OneSite Purchasing nas P P £ £
variances.

Provides back-office general ledger, accounts payable and cash management

OneSite Accounting functions. We license OneSite Accounting from a third-party accounting software

provider and have modified it to meet the needs of the rental housing industry.

Enables owners and managers to budget property performance and transfer

OneSite Budgeting budgets into the general ledger.

@) In October 2013, we acquired Windsor Compliance Services, which is a separate product center for affordable
compliance monitoring services.

Propertyware

Propertyware is our on demand property management system for single-family properties and small, centrally

managed multi-family properties. Propertyware consists of four product centers including accounting, maintenance

and work order management, marketing spend management and portal services. In addition, we offer our screening,
renter’s insurance and payment solutions through our Propertyware brand to single-family and small centrally managed
multi-family properties.

Other Property Management Solutions

We also offer three additional on premise property management solutions —Tenant Pro, Spectra and i-CAM. Tenant Pro
serves the needs of small conventional properties. Spectra is a conventional apartment and commercial modular
property management solution that serves both the U.S. and the Canadian markets. i-CAM property management
software automates and streamlines rental activities for affordable housing.

Tenant Pro, Spectra, and i-CAM were acquired in February 2010. Over time, many of our customers of these on
premise property management solutions are migrating to our on demand OneSite, Propertyware or i-CAM solutions;
however, we will continue to support our on premise property management solutions for the foreseeable future and
integrate our software-enabled value-added services into them.

Collectively, our on premise property management systems represented 1.0% of our total revenue in 2013 and we
expect that our on premise property management systems will continue to represent less than 5% of our total revenue
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In addition to property management solutions, we offer software-enabled value-added services consisting of seven
product families and 37 product centers that provide complementary sales and marketing, asset optimization, risk
mitigation, billing and utility management and spend management capabilities. Our software-enabled value-added
services are tightly integrated with our OneSite property management system, and we are actively integrating them
with our other property management solutions.

LeaseStar (Multichannel Managed Marketing)

The LeaseStar product family is a comprehensive online marketing solution that works to maximize a property's leads
to reduce costs per lease. It utilizes technology to facilitate apartment marketing, including: apartment website design,
search engine optimization (SEO), online leasing, apartment lead management, social media, Internet listing services,
classified posting tools, and an off-site leasing staff with a 24/7 contact center.

Product Center Key Functionality
Expert property web site design with search engine optimized content (including
LeaseStar Web Sites descriptions, high-resolution photography, video or animated tours, 3D floor

plans and interactive site maps), mobile applications and online leasing solutions.

LeaseStar SEO services can increase traffic to property websites, resulting in
LeaseStar SEO ... .
additional inquiries, leads and leases.
Enables users to obtain referral leases and brand awareness through resident
LeaseStar Social referrals, reputation management, sharing and surveys, and uses real-time
reporting to help build stronger community at properties.

Internet Listing Service with professional photography, 3D floor plans, SEO
MyNewPlace optimized descriptions, neighborhood information and premium placement on
rental housing Internet listing service MyNewPlace.com.

Syndication solutions ensure content consistency across multiple online
advertising channels. Campaign services include creation of custom listings,
campaign analysis and reporting.

LeaseStar Posting and
Syndication Services

Lead management enables customers to track all lead sources, whether originated
Lead2Lease .
by phone, email or through the Internet.

Provides call, email and chat routing technology and agent staffing on a
permanent or overflow basis to answer phone calls and emails from prospects or
residents. Includes an additional product center that has call tracking functionality
for lead management.

LeaseStar Contact Center (1

Enables owners and managers to utilize transaction widgets on their property web
Online Leasing site for checking availability, generating a price quote, applying for residency and
leasing an apartment online.

Provides a web site portal that enables residents to view community events, enter
Resident Portal® or check the status of service requests, review statements, pay rent online and
renew leases.
In November 2010, we acquired substantially all of the assets of Level One, a leading on demand apartment
() leasing center in the United States. We have integrated Level One with our LeaseStar product family and continue

to utilize the Level One brand.
2)
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In October 2013, we acquired MyBuilding, Inc. and Active Building, LLC, which combine as a separate product
center within our Resident Portal solution intended for use by multifamily property managers, condominiums and
home owners' associations.

YieldStar (Asset Optimization Solutions)

9
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Rental housing property rents have traditionally been set by owners and managers based on their knowledge of the
market and other intangible or intuitive criteria. YieldStar is a scientific yield management solution, similar to those
used in the airline and hotel industries, that enables owners and managers to optimize rents to achieve the overall
highest yield, or combination of rent and occupancy, at each property.

Product Center Key Functionality
Uses current customer and market data and statistically derived supply/demand
YieldStar Price Optimizer forecasts and price elasticity models to calculate and present optimal prices for

each rental unit.

Offers outsourced pricing management advisory services for owners and
managers who want to utilize Price Optimizer without incurring the costs to staff
and support it in-house.

YieldStar Pricing Advisory
Services

Provides multi-family housing market research through a well-established and
trusted name in multi-family market intelligence. The MPF Research database
MPF Research includes monthly and quarterly information on occupancy and rents for
approximately 49,000 rental housing properties in the United States representing
317 MPF Research defined market areas as of December 2013.
LeasingDesk (Risk Mitigation Solutions)
LeasingDesk risk mitigation solutions enable rental housing property owners and managers to reduce delinquency,
liability and property damage risk.

Product Center Key Functionality
Evaluates an applicant’s credit using a scoring model calibrated to predict resident
LeasingDesk Screening default and payment behavior by leveraging our proprietary database of resident

rental payment history generated from our property management systems.

Ascertains if a prospective resident has committed a crime or been evicted from a
previous apartment by accessing databases that are aggregated from third-party
data providers.

Criminal and Eviction
Background Services

Allows owners and managers to optimize credit thresholds based on occupancy
Credit Optimizer levels and adjust deposit and rent amounts based on the default risk of the
resident in a yield neutral manner.

Offers liability and content protection renter’s insurance. Liability policies protect
LeasingDesk Insurance owners and managers against financial loss due to resident-caused damage, while
Services content protection provides additional coverage for a resident’s personal
belongings in the event of loss.
Velocity (Utility Management Services)
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Velocity offers a complete range of billing and utility management services.

Product Center
Convergent Resident Billing

Services

Utility Invoice Processing
Services

Energy Recovery Services

Infrastructure Services

Key Functionality

Provides automated monthly invoicing services enabling owners and managers to
increase collections by sending each resident a monthly invoice that combines
rent, small balances and utility charges onto a single invoice.

Provides utility invoice processing services to reduce invoice processing costs,
track utility costs and consumption trends and reduce late fees.

Provides automated utility billing services to enable owners and managers to
detect and collect utility costs that are the residents’ responsibility.

Provides contractor services to install electric, gas and water meters in apartment
communities through three individual product centers. Velocity also provides
consulting services to assist owners and managers in implementing and managing
energy, media, data and telecom services at their communities.

OpsTechnology (Spend Management Solutions)
OpsTechnology offers spend management solutions that enable owners and managers to better control costs.

Product Center

OpsBuyer

OpsMarket

Opslnvoice

OpsBid

Strategic Purchasing Advisory
Services

Compliance Depot
Shared Cloud Services

11

Key Functionality

Integrates purchase orders, eProcurement, on site accounts payable, automated
workflow approval (including mobile approvals), budget and spend limit control,
centralized expense reporting tools and document management through our on
demand spend management tool.

Enables owners and managers to create private marketplaces to manage the
transactions between their properties and their preferred suppliers and service
providers through our on demand eProcurement solution.

Provides an on demand invoice management solution that centralizes the
processing of both electronic and paper invoices across the owner’s or manager’s
portfolio.

Provides an on demand eProcurement system, bid management and workflow to
manage all documents associated with capital construction and rehab projects.

Offers negotiated discounts for selected vendors across several major purchasing
categories for owners and managers that are too small to negotiate volume
discounts.

Provides vendor compliance management including liability insurance
verification and certificate management, background checks and business
licensing through a credentialed vendor network.
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We offer shared cloud services that are tightly integrated with our property management systems and
software-enabled valued added services.

Product Center Key Functionality
Aggregates the data from our other solutions and third-party applications and
Portfolio Reporting gives owners and managers access to business critical reports and actionable

analytical information about the performance of their properties.

Provides storage, retrieval, security and archiving of all documents and forms
Document Management associated with a property management company’s business processes and
procedures.

Enables owners and managers to collect rent and other payments electronically
Payment Processing from residents through check, money order, automated clearing house, or ACH or
credit/debit card.

Allows owners and managers to train geographically dispersed employees in a
Online Learning cost-effective and timely fashion, and allows employees to complete their
coursework at their convenience.
RealPage Senior Living
RealPage Senior Living is a completely integrated Care Management, Community Management and Marketing
Management platform designed to help owners and managers attract more residents and improve the living and care
experience enjoyed by those residents.
Product Center Key Functionality
Enables clinical staff to measure the changing acuity of senior residents, as well
Care Management . . .
as a staffing plan to accurately price the delivery of care.
Powered by OneSite Senior, enables senior living owners and managers to meet
Community Management the unique needs of the senior living market, with modules for accounting, census
and billing, electronic payments, purchasing and facilities.

Provides cost-effective marketing solutions, including lead tracking and contact
center services and a placement network of care advisors powered by
SeniorLiving.Net, OurParents.com, MyNewPlace.com, SeniorsForLiving.com
and affiliated web sites.

Marketing Management

The RealPage Cloud

We operate a robust application infrastructure, marketed to our customers as The RealPage Cloud, which supports the
delivery of our solutions and also allows owners and managers to outsource portions of their IT operations. The
RealPage Cloud operates over four redundant 10 GBPS dedicated fiber links connecting data centers containing
hundreds of servers and multiple storage area networks. This architecture makes it possible to expand the data center
incrementally with little or no disruption as more users or additional applications are added. The RealPage Cloud
consists of more than 5,217 virtual servers, 413 physical servers and approximately 2.3 petabytes of data.

The RealPage Cloud is based on an open architecture that enables third-party applications to access OneSite and other
applications hosted in the RealPage Cloud through our RealPage Exchange platform that provides access to more than
100 different public and private web services and XML gateways that are used to import and export data through third
party Application Program Interfaces (APIs) and process hundreds of thousands of transactions per day. RealPage
Exchange also enables our cloud services to access and interface with third-party property management systems as
well as our software-enabled value-added services.

In addition, our system is designed to replicate data into a Universal Data Store, or UDS, each day. Access to UDS is
enabled through an access layer called UDS Direct, which enables customers to build portfolio reports, dashboards
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and alerts using any Open Database Connectivity or Java Database Connectivity compliant report writer tool such as
Microsoft Excel, Microsoft Access, Microsoft SQL Server Reporting Service or Crystal Reports. UDS is also
transmitted to a number of our larger customers each night to feed portfolio reporting systems that they have built
internally.
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As of December 31, 2013, we employed approximately 110 professionals who are responsible for maintaining data
security, integrity, availability, performance and business continuity in our cloud computing facilities. We annually
obtain a SSAE 16 SOC 1 audit on a specified set of controls. Certain customers conduct separate business continuity
audits of their own.

In addition to our production data centers, we manage a separate development and quality assurance testing facility
used to control the pre-production testing required before each new release of our on demand software. We typically
deploy new releases of the software underlying our on demand software solutions on a monthly or quarterly schedule
depending on the solution.

Professional Services

We have developed repeatable, cost-effective consulting and implementation services to assist our customers in taking
advantage of the capabilities enabled by our platform. Our consulting and implementation methodology leverages the
nature of our on demand software architecture, the industry-specific expertise of our professional services employees
and the design of our platform to simplify and expedite the implementation process. Our consulting and
implementation services include project and application management procedures, business process evaluation,
business model development and data conversion. Our consulting teams work closely with customers to ensure the
smooth transition and operation of our solutions.

We also offer a variety of training programs through our Online Learning Services for training administrators and
onsite property managers on the use of our solutions and on current issues in the property management industry.
Training options include regularly hosted classroom and online instruction (through our online learning courseware)
as well as online seminars, or webinars. We also enable our customers to integrate their own training content with our
content to deliver an integrated and customized training program for their on-site property managers.

Product Support

We offer product support services that provide our customers with assistance from our product support professionals
by phone or email in resolving issues with our solutions. We offer three product support options: Standard, Frontline
and Platinum. The Standard option includes product support during business hours. The Frontline option includes the
features of the Standard option plus escalation to senior support representatives. The Platinum option includes the
features of the Frontline option plus emergency product support on Saturdays and a designated senior product support
liaison. Technology support is also available for consultations on firewalls, communications, security measures
(including virus alerts), workstation configuration and disaster recovery options.

We also sponsor the RealPage User Group to facilitate communications between us and our community of users. The
RealPage User Group is governed by a steering committee of our customers, which consists of two elected positions
and subcommittee chairs, each representing a RealPage product center or group of product centers.

Product Development

We devote a substantial portion of our resources to developing new solutions and enhancing existing solutions,
conducting product testing and quality assurance testing, improving core technology and strengthening our
technological expertise in the rental housing industry. We typically deploy new releases of the software underlying
our on demand software solutions on a monthly or quarterly schedule depending on the solution. As of December 31,
2013, our product development group consisted of 339 employees in the United States and 279 employees located in
India, Canada and the Philippines. Product development expense totaled $50.6 million, $48.2 million and $43.4
million for 2013, 2012 and 2011, respectively.

Sales and Marketing

We sell our software and services through our direct sales organization. As of December 31, 2013, we employed over
200 sales representatives. We organize our sales force by geographic region, size of our prospective customers and
property type. This focus provides a higher level of service and understanding of our customers’ unique needs. Our
typical sales cycle with a prospective customer begins with the generation of a sales lead through Internet marketing,
telesales efforts, trade shows or other means of referral. The sales lead is followed by an assessment of the prospective
customer’s requirements, sales presentations and product demonstrations. Our sales cycle can vary substantially from
customer to customer, but typically requires three to six months for larger customers and one to six weeks for smaller
customers.
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In addition to new customer sales, we sell additional solutions and consulting services to our existing customers to
help them more efficiently and effectively manage their properties as the rental housing market evolves and
competitive conditions change.
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We generate qualified customer leads, accelerate sales opportunities and build brand awareness through our marketing
programs. Our marketing programs target property management company executives, technology professionals and
senior business leaders. Our marketing team focuses on the unique needs of customers within our target markets. Our
marketing programs include the following activities:

field marketing events for customers and prospects;

participation in, and sponsorship of, user conferences, trade shows and industry events;

customer programs, including user meetings and our online customer community;

online marketing activities, including email campaigns, online advertising, web campaigns, webinars and use of social
media, including blogging, Facebook, and Twitter;

public relations; and

use of our website to provide product and company information, as well as learning opportunities for potential
customers.

We host our annual user conference where customers both participate in and deliver a variety of programs designed to
help accelerate business performance through the use of our integrated platform of solutions. The conference features
a variety of customer speakers, panelists and presentations focused on businesses of all sizes. The event also brings
together our customers, technology vendors, service providers and other key participants in the rental housing industry
to exchange ideas and best practices for improving business performance. Attendees gain insight into our product
plans and participate in interactive sessions that give them the opportunity to provide input into new features and
functionality.

Strategic Relationships

We maintain relationships with a variety of technology vendors and service providers to enhance the capabilities of
our integrated platform of solutions. This approach allows us to expand our platform and customer base and to enter
new markets. We have established the following types of strategic relationships:

Technology Vendors

We have relationships with a number of leading technology companies whose products we integrate into our platform
or offer to complement our solutions. The cooperative relationships with our software and hardware technology
partners allow us to build, optimize and deliver a broad range of solutions to our customers.

Service Providers

We have relationships with a number of service providers that offer complementary services that integrate into our
platform and address key requirements of rental property owners and managers, including credit card and ACH
services, transaction processing capabilities and insurance underwriting services.

Customers

We are committed to developing long-term customer relationships and working closely with our customers to
configure our solutions to meet the evolving needs of the rental housing industry. Our customers include REITs,
leading property management companies, fee managers, regionally based owner operators and service providers. As
of December 31, 2013, we had over 8,700 customers who used one or more of our on demand software solutions to
help manage the operations of approximately 9.0 million rental housing units. Our customers include each of the ten
largest multi-family property management companies in the United States, ranked as of January 1, 2013 by the
National Multifamily Housing Council, based on number of units managed. For the years ended December 31, 2013,
2012 and 2011, no one customer accounted for more than 4% of our revenue.

See Note 2 of the Notes to Consolidated Financial Statements under Item 8 of this Annual Report on Form 10-K for
further information regarding measurement of our international revenue and location of our long-lived assets. For a
discussion of the risks related to our foreign operations, see the risk factor entitled, “Our business is subject to the risks
of international operations.” in Item 1A. “Risk Factors.”

Competition
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We face competition primarily from point solution providers including traditional software vendors and other on
demand software providers. To a lesser extent, we also compete with internally developed and maintained solutions.
Our competitors vary depending on our solution. Our current principal competitors include:

in the ERP market, Yardi Systems, Inc. ("Yardi"), MRI Software LL.C, Property Solutions International, Inc.
(“Property Solutions”), AMSI Property Management (owned by Infor Global Solutions, Inc.), Intacct Corp, NetSuite
Inc., Intuit Inc, Oracle Corporation, PeopleSoft and JD Edwards (each owned by Oracle Corporation), SAP AG,
Microsoft Corporation, AppFolio Inc. and various smaller providers of accounting software;

in the property management software market, Yardi and its Voyager products, AMSI Property Management (owned
by Infor Global Solutions, Inc.), Boston Post (acquired by MRI Software LLC), Jenark (owned by CoreLogic),
Entrata (a division of Property Solutions), ResMan and MRI Software LLC;

in the single-family market, Yardi, Buildium LLC, AppFolio Inc., Intuit Inc., DIY Real Estate Solutions (acquired by
%ardi), Buildium, LLC, Rent Manager (owned by London Computer Systems, Inc.) and Property Boss Solutions,
LLC;

in the market for vertically-integrated cloud computing for multi-family real estate owners and property managers, our
only substantial competition is from Yardi. We also compete with cloud computing service providers such as
Amazon.com Inc., Rackspace Hosting Inc., International Business Machines Corp. and many others;

in the applicant screening market, LexisNexis (a subsidiary of Reed Elsevier Group plc), Property Solutions,
CoreLogic, Inc. (formerly First Advantage Corporation, an affiliate of The First American Corporation), TransUnion
Rental Screening Solutions, Inc. (a subsidiary of TransUnion LLC), Resident Check Inc., Yardi, On-Site.com and
many other smaller regional and local screening companies

in the insurance market, our principal competitors are Assurant, Inc., Bader Company, CoreLogic, Inc., Property
§olutions, Yardi and a number of national insurance underwriters (including GEICO Corporation, The Allstate
Corporation, State Farm Fire and Casualty Company, Farmers Insurance Exchange, Nationwide Mutual Insurance
Company and United Services Automobile Association) that market renters insurance;

In the customer relationship management (“CRM”) market, we compete with providers of contact center and call
tracking services, including LeaseHawk LLC, Yardi, Property Solutions International, Inc., and numerous regional
and local contact centers. In addition, we compete with lead tracking solution providers, including LeaseHawk LLC,
Lead Tracking Solutions (acquired by Yardi) and Who’s Calling, Inc. In addition, we compete with content
syndication providers VaultWare (owned by MRI Software LL.C) and rentbits.com, Inc. Finally, we compete with
companies providing web portal services, including Apartments24-7.com, Inc., Ellipse Communications, Inc.,
Property Solutions, G5 Search Marketing, Inc., Spherexx.com, and Yardi. Certain Internet listing services also offer
websites for their customers, usually as a free value add to their listing service;

in the marketing and web portal services market, we compete with G5 Search Marketing, Inc., Spherexx LLC,
ReachLocal, Inc., On-Site.com, Property Solutions, Yodle, Inc., Yardi and many local or regional advertising
agencies;

in the Internet listing service market, we compete with ForRent (a division of Dominium Enterprises), Apartment
.Guide (a division of Primedia Inc.), Rent.com (owned by Primedia, Inc.), Apartments.com (a division of Classified
Ventures, LLC), Apartment Finder (a division of Network Communications, Inc.), Move, Inc., Property Solutions,
Trulia, Inc., Rent Café (a division of Yardi), Zillow and many other companies in regional areas;

in the Senior Living market, we compete against A Place for Mom, Inc., Care.com, Inc., Caring, Inc., Eldermark, Care
Patrol Franchise Systems, LLC, Yardi, Aging with Grace, LLC, SeniorHousingNet.com (owned by Move, Inc.), G5
Search Marketing Inc., SeniorHomes.com (owned by Moseo, Corp.), The Right Click LLC, ALMSA Corporation and
many other regionally focused companies;

in the utility billing and energy management market, we compete at a national level with American Utility
Management, Inc., Conservice, LLC, Yardi (following its acquisitions of ista North America and Energy Billing
Systems Inc.), Property Solutions, Ocius LLC, NWP Services Corporation and Minol USA, L.P. Many other smaller
utility billing companies compete for smaller rental properties or in regional areas;
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tn the revenue management market, we compete with Property Solutions, The Rainmaker Group, Inc. and Yardi;

.in the market for multi-family housing market research, we compete with Reis, Inc., Axiometrics, Inc., Pierce-Eislen,
Inc. (owned by Yardi), CoStar Group, Inc. and Portfolio Research, Inc;

.in the spend management market, we compete with Yardi, AvidXchange, Inc., Nexus Systems, Inc., Ariba, Inc.,
Oracle Corporation, Buyers Access LLC, PAS Purchasing Solutions and ESS Technologies LLC;

in the payment processing market, we compete with Chase Paymentech Solutions, LLC (a subsidiary of JPMorgan
.Chase & Co.), First Data Corporation, Fiserv, Inc., MoneyGram International, Inc., NWP Services Corporation,
Property Solutions, On-Site.com, PayLease LLC, RentPayment.com (a subsidiary of Yapstone, Inc.), Yardi, a number
of national banking institutions and those that take payments directly from tenants;

in the Affordable housing compliance and audit services market, we compete with Zeffert and Associates, Inc.,
Preferred Compliance Solutions, Inc., Spectrum Enterprises, Inc. and many other smaller local and regional
compliance and audit services.

The principal competitive factors in our industry include total cost of ownership, level of integration with property
management systems, ease of implementation, product functionality and scope, performance, security, scalability and
reliability of service, brand and reputation, sales and marketing capabilities and financial resources of the provider.
We believe that we compete favorably with our competitors on the basis of these factors. We also believe that none of
our more significant competitors currently offer a more comprehensive or integrated on demand software solution.
However, some of our existing competitors have greater name recognition, longer operating histories, larger installed
customer bases, larger sales and marketing budgets, as well as greater financial, technical and other resources.
Intellectual Property

We rely on a combination of copyright, trademark and trade secret laws, as well as confidentiality procedures and
contractual restrictions, to establish and protect our proprietary rights. These laws, procedures and restrictions provide
only limited protection. We currently have no issued patents or pending patent applications. In the future, we may file
patent applications, but patents may not be issued with respect to these patent applications, or if patents are issued,
they may not provide us with any competitive advantages, may not be issued in a manner that gives us the protection
that we seek and may be successfully challenged by third parties.

We endeavor to enter into agreements with our employees and contractors and with parties with whom we do business
in order to limit access to and disclosure of our proprietary information. We cannot be certain that the steps we have
taken will prevent unauthorized use or reverse engineering of our technology. Moreover, others may independently
develop technologies that are competitive with ours or that infringe on our intellectual property. The enforcement of
our intellectual property rights also depends on any legal actions against these infringers being successful, but these
actions may not be successful, even when our rights have been infringed.

Furthermore, effective patent, trademark, trade dress, copyright and trade secret protection may not be available in
every country in which our solutions are available over the Internet. In addition, the legal standards relating to the
validity, enforceability and scope of protection of intellectual property rights are uncertain and still evolving.
Employees

As of December 31, 2013, we had 3,337 employees. We consider our current relationship with our employees to be
good. Our employees are not represented by a labor union and are not subject to a collective bargaining agreement.
Available Information

We maintain an Internet website under the name www.realpage.com. We make available, free of charge, on our
website, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K and
amendments to those reports, as soon as reasonably practicable after providing such reports to the SEC.

We file annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy statements
and other documents with the SEC under the Securities Exchange Act, as amended. The public may read and copy any
materials that we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington DC 20549.
The public may obtain information on the operation of the Public Reference Room by calling the SEC at
1-800-SEC-0330. Also, the SEC maintains an Internet website that contains reports, proxy and information statements
and other information regarding issuers,
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including RealPage, Inc., that file electronically with the SEC. The public can obtain any document we file with the
SEC at www.sec.gov. Information contained on, or connected to, our website is not incorporated by reference into this
Annual Report on Form 10-K and should not be considered part of this Annual Report on Form 10-K or any other
filing that we make with the SEC.

Item 1A. Risk Factors

Risks Related to Our Business

Our quarterly operating results have fluctuated in the past and may fluctuate in the future, which could cause our stock
price to decline.

Our quarterly operating results may fluctuate as a result of a variety of factors, many of which are outside of our
control. Fluctuations in our quarterly operating results may be due to a number of factors, including the risks and
uncertainties discussed elsewhere in this filing. Some of the important factors that could cause our revenues and
operating results to fluctuate from quarter to quarter include:

the extent to which on demand software solutions maintain current and achieve broader market acceptance;

our ability to timely introduce enhancements to our existing solutions and new solutions;

our ability to renew the use of our on demand products and services by units managed by our existing customers and
¢0 increase the use of our on demand products and services for the management of units by our existing and new
customers;

changes in our pricing policies or those of our competitors or new competitors;

changes in local economic, political and regulatory environments of our international operations;

the variable nature of our sales and implementation cycles;

general economic, industry and market conditions in the rental housing industry that impact the financial condition of
our current and potential customers;

the amount and timing of our investment in research and development activities;

technical difficulties, service interruptions, data or document losses or security breaches;

Internet usage trends among consumers, and the methodologies Internet search engines utilized to direct those
consumers to websites such as our LeaseStar product family;

our ability to hire and retain qualified key personnel, including the rate of expansion of our sales force and IT
department;

our ability to get ahead of external forces and emergence of new technologies and products;

our ability to enter into new markets;

changes in the legal, regulatory or compliance environment related to the rental housing industry, including without
limitation fair credit reporting, payment processing, privacy, social media, utility billing, insurance, the Internet and
e-commerce, licensing, the Health Insurance Portability Act of 1996 (“HIPAA”) and the Health Information Technology
Economic and Clinical Health Act (“HITECH”);

the amount and timing of operating expenses and capital expenditures related to the expansion of our operations and
infrastructure;

the timing of revenue and expenses related to recent and potential acquisitions or dispositions of businesses or
technologies;

our ability to integrate acquisition operations in a cost-effective and timely manner;

titigation and settlement costs, including unforeseen costs;

public company reporting requirements; and

new accounting pronouncements and changes in accounting standards or practices, particularly any affecting the
recognition of subscription revenue or accounting for mergers and acquisitions.

Fluctuations in our quarterly operating results or guidance that we provide may lead analysts to change their long-term
model for valuing our common stock, cause us to face short-term liquidity issues, impact our ability to retain or attract
key personnel or cause other unanticipated issues, all of which could cause our stock price to decline. As a result of
the potential variations in our quarterly revenue and operating results, we believe that quarter-to-quarter comparisons
of our revenues and
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operating results may not be meaningful and the results of any one quarter should not be relied upon as an indication
of future performance.
We have a history of operating losses and may not maintain profitability in the future.
We have not been consistently profitable on a quarterly or annual basis. While we have experienced significant growth
over recent quarters, we may not be able to sustain or increase our growth or profitability in the future. We expect to
make significant future expenditures related to the development and expansion of our business. As a result of
increased general and administrative expenses due to the additional operational and reporting costs associated with
being a public company, we need to generate and sustain increased revenue to achieve future profitability
expectations. We may incur significant losses in the future for a number of reasons, including the other risks and
uncertainties described in this filing. Additionally, we may encounter unforeseen operating expenses, difficulties,
complications, delays and other unknown factors that may result in losses in future periods. If these losses exceed our
expectations or our growth expectations are not met in future periods, our financial performance will be affected
adversely.
If we are unable to manage the growth of our diverse and complex operations, our financial performance may suffer.
The growth in the size, dispersed geographic locations, complexity and diversity of our business and the expansion of
our product lines and customer base has placed, and our anticipated growth may continue to place, a significant strain
on our managerial, administrative, operational, financial and other resources. We increased our number of employees
from 922 as of December 31, 2008 to 3,337 as of December 31, 2013. We increased our number of on demand
customers from 2,669 as of December 31, 2008 to approximately 8,700 as of December 31, 2013. We increased the
number of on demand product centers that we offer from 29 as of December 31, 2008 to 54 as of December 31, 2013.
In addition, in the past, we have grown and expect to continue to grow through acquisitions. Our ability to effectively
manage our anticipated future growth will depend on, among other things, the following:
successfully supporting and maintaining a broad range of current and emerging solutions;
maintaining continuity in our senior management and key personnel;
attracting, retaining, training and motivating our employees, particularly technical, customer service and sales
personnel;
enhancing our financial and accounting systems and controls;

enhancing our information technology infrastructure, processes and

controls; and
managing expanded operations in geographically dispersed locations.
If we do not manage the size, complexity and diverse nature of our business effectively, we could experience product
performance issues, delayed software releases and longer response times for assisting our customers with
implementation of our solutions and could lack adequate resources to support our customers on an ongoing basis, any
of which could adversely affect our reputation in the market and our ability to generate revenue from new or existing
customers.
The nature of our platform is complex and highly integrated, and if we fail to successfully manage releases or
integrate new solutions, it could harm our revenues, operating income and reputation.
We manage a complex platform of solutions that consists of our property management solutions, integrated
software-enabled value-added services and web-based advertising and lease generation services. Many of our
solutions include a large number of product centers that are highly integrated and require interoperability with other
RealPage products, as well as products and services of third-party service providers. Additionally, we typically deploy
new releases of the software underlying our on demand software solutions on a bi-weekly, monthly or quarterly
schedule, depending on the solution. Due to this complexity and the condensed development cycles under which we
operate, we may experience errors in our software, corruption or loss of our data or unexpected performance issues
from time to time. For example, our solutions may face interoperability difficulties with software operating systems or
programs being used by our customers, or new releases, upgrades, fixes or the integration of acquired technologies
may have unanticipated consequences on the operation and performance of our other solutions. If we encounter
integration challenges or discover errors in our solutions late in our development cycle, it may cause us to delay our
launch dates. Any major integration or interoperability issues or launch delays could have a material adverse effect on
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our revenues, operating income and reputation.

Our business depends substantially on the renewal of our products and services for on demand units managed by our
customers and the increase in the use of our on demand products and services for on demand units.

With the exception of some of our LeaseStar and Propertyware solutions, which are typically month-to-month, we
generally license our solutions pursuant to customer agreements with a term of one year. The pricing of the
agreements is typically based on a price per unit basis. Our customers have no obligation to renew these agreements
after their term expires, or to renew these agreements at the same or higher annual contract value. In addition, under
specific circumstances, our
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customers have the right to cancel their customer agreements before they expire, for example, in the event of an
uncured breach by us, or in some circumstances, by giving 30 days’ notice or paying a cancellation fee. In addition,
customers often purchase a higher level of professional services in the initial term than they do in renewal terms to
ensure successful activation. As a result, our ability to grow is dependent in part on customers purchasing additional
solutions or professional services for their on demand units after the initial term of their customer agreement. Though
we maintain and analyze historical data with respect to rates of customer renewals, upgrades and expansions, those
rates may not accurately predict future trends in renewal of on demand units. Our customers’ on demand unit renewal
rates may decline or fluctuate for a number of reasons, including, but not limited to, their level of satisfaction with our
solutions, our pricing, our competitors’ pricing, reductions in our customers’ spending levels or reductions in the
number of on demand units managed by our customers. If our customers cancel or amend their agreements with us
during their term, do not renew their agreements, renew on less favorable terms or do not purchase additional
solutions or professional services in renewal periods, our revenue may grow more slowly than expected or decline and
our profitability may be harmed.

Additionally, we have experienced, and expect to continue to experience, some level of on demand unit attrition as
properties are sold and the new owners and managers of properties previously owned or managed by our customers do
not continue to use our solutions. We cannot predict the amount of on demand unit turnover we will experience in the
future. However, we have experienced higher rates of on demand unit attrition with our Propertyware property
management system, primarily because it serves smaller properties than our OneSite property management system,
and we may experience higher levels of on demand unit attrition to the extent Propertyware grows as a percentage of
our revenues. If we experience increased on demand unit turnover, our financial performance and operating results
could be adversely affected.

We have also experienced, and expect to continue to experience, some number of consolidations of our customers
with other parties. If one of our customers consolidates with a party who is not a customer, our customer may decide
not to continue to use our solutions for its on demand units. In addition, if one of our customers is consolidated with
another customer, the acquiring customer may have negotiated lower prices for our solutions or may use fewer of our
solutions than the acquired customer. In each case, the consolidated entity may attempt to negotiate lower prices for
using our solutions as a result of the entity’s increased size. These consolidations may cause us to lose on demand units
or require us to reduce prices as a result of enhanced customer leverage, which could cause our financial performance
and operating results to be adversely affected.

Historically, our on demand units managed by our customers have renewed at a rate of 95.3% based on an average of
the last two years ending December 31, 2013.

Because we recognize subscription revenue over the term of the applicable customer agreement, a decline in
subscription renewals or new service agreements may not be reflected immediately in our operating results.

We generally recognize revenue from customers ratably over the terms of their customer agreements which, with the
exception of our month-to-month advertising, lease generation and Propertyware agreements, are typically one year.
As a result, much of the revenue we report in each quarter is deferred revenue from customer agreements entered into
during previous quarters. Consequently, a decline in new or renewed customer agreements in any one quarter will not
be fully reflected in our revenue or our results of operations until future periods. Accordingly, this revenue recognition
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.

We may not be able to continue to add new customers and retain and increase sales to our existing customers, which
could adversely affect our operating results.

Our revenue growth is dependent on our ability to continually attract new customers while retaining and expanding
our service offerings to existing customers. Growth in the demand for our solutions may be inhibited and we may be
unable to sustain growth in our sales for a number of reasons, including, but not limited to:

our failure to develop new or additional solutions:

our inability to market our solutions in a cost-effective manner to new customers or in new vertical or geographic
markets;

our inability to expand our sales to existing customers;
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the inability of our LeaseStar product family to grow traffic to its websites, resulting in lower levels of lead and

lease/move-in traffic to customers;

our inability to build and promote our brand; and

perceived or actual security, integrity, reliability, quality or compatibility problems with our solutions.

A substantial amount of our past revenue growth was derived from purchases of upgrades and additional solutions by
existing customers. Our costs associated with increasing revenue from existing customers are generally lower than

costs
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associated with generating revenue from new customers. Therefore, a reduction in the rate of revenue increase from
our existing customers, even if offset by an increase in revenue from new customers, could reduce our profitability
and have a material adverse effect on our operating results.
If we are not able to integrate past or future acquisitions successfully, our operating results and prospects could be
harmed.
We have acquired new technology and domain expertise through multiple acquisitions, including our most recent
acquisitions of Vigilan, Inc. in January 2012, RentMineOnline, Inc. in July 2012, Seniors for Living, Inc. in February
2013, RentSentinel and RentSocial in March 2013, Windsor Compliance Services, Inc., MyBuilding Inc., and Active
Building, LL.C in October 2013, and Bookt, LLC in January 2014. We expect to continue making acquisitions. The
success of our future acquisition strategy will depend on our ability to identify, negotiate, complete and integrate
acquisitions. Acquisitions are inherently risky, and any acquisitions we complete may not be successful. Any
acquisitions we pursue would involve numerous risks, including the following:
difficulties in integrating and managing the operations and technologies of the companies we acquire;

diversion of our management’s attention from normal daily operations of our

business;
our inability to maintain the customers, the key employees, the key business relationships and the reputations of the
businesses we acquire;
our inability to generate sufficient revenue from acquisitions to offset our increased expenses associated with
acquisitions;
our responsibility for the liabilities of the businesses we acquire, including, without limitation, liabilities arising out of
their failure to maintain effective data security, data integrity, disaster recovery and privacy controls prior to the
acquisition, or their infringement or alleged infringement of third party intellectual property, contract or data access
rights prior to the acquisition;
difficulties in complying with new markets or regulatory standards to which we were not previously subject;
delays in our ability to implement internal standards, controls, procedures and policies in the businesses we acquire;
and
adverse effects of acquisition activity on the key performance indicators we use to monitor our performance as a
business.
Our current acquisition strategy includes the acquisition of companies that offer property management systems or
other systems that may not interoperate with our software-enabled value-added services. In order to integrate and fully
realize the benefits of such acquisitions, we expect to build application interfaces that enable such customers to use a
wide range of our solutions while they continue to use their legacy management systems. In addition, over time we
expect to migrate each acquired company’s customers to our on demand property management solutions to retain them
as customers and to be in a position to offer them our solutions on a cost-effective basis. These efforts may be
unsuccessful or entail costs that result in losses or reduced profitability.
Unanticipated events and circumstances may occur in future periods which may affect the realizability of our
intangibles assets recognized through acquisitions. The events and circumstances that we consider include significant
under-performance relative to projected future operating results and significant changes in our overall business and/or
product strategies. These events and circumstances may cause us to revise our estimates and assumptions used in
analyzing the value of our other intangible assets with indefinite lives, the revision could result in a non-cash
impairment charge that could have a material impact on our financial results
We may be unable to secure the equity or debt funding necessary to finance future acquisitions on terms that are
acceptable to us, or at all. If we finance acquisitions by issuing equity or convertible debt securities, our existing
stockholders will likely experience ownership dilution, and if we finance future acquisitions with debt funding, we
will incur interest expense and may have to comply with additional financing covenants or secure that debt obligation
with our assets.
If we are unable to successfully develop or acquire and sell enhancements and new solutions, our revenue growth will
be harmed and we may not be able to meet profitability expectations.
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The industry in which we operate is characterized by rapidly changing customer requirements, technological
developments and evolving industry standards. Our ability to attract new customers and increase revenue from
existing customers will depend in large part on our ability to successfully develop, bring to market and sell
enhancements to our existing solutions and new solutions that effectively respond to the rapid changes in our industry.
Any enhancements or new solutions that we develop or acquire may not be introduced to the market in a timely or
cost-effective manner and may not achieve the broad market acceptance necessary to generate the revenue required to
offset the operating expenses and capital expenditures related to development or acquisition. If we are unable to
timely develop or acquire and sell enhancements and
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new solutions that keep pace with the rapid changes in our industry, our revenue will not grow as expected and we
may not be able to maintain or meet profitability expectations.

We derive a substantial portion of our revenue from a limited number of our solutions and failure to maintain demand
for these solutions or diversify our revenue base through increasing demand for our other solutions could negatively
affect our operating results.

Historically, a majority of our revenue was derived from sales of our OneSite property management system and our
LeasingDesk software-enabled value-added service. If we are unable to develop enhancements to these solutions to
maintain demand for these solutions or to diversify our revenue base by increasing demand for our other solutions, our
operating results could be negatively impacted.

We use a small number of data centers to deliver our solutions. Any disruption of service at our data centers or other
facilities could interrupt or delay our customers’ access to our solutions, which could harm our operating results.

The ability of our customers to access our service is critical to our business. We currently serve a majority of our
customers from a primary data center located in Carrollton, Texas. We also maintain a secondary data center in
downtown Dallas, Texas, approximately 20 miles from our primary data center. Services of our most recent
acquisitions are provided from data centers located in Chicago, Illinois, South Carolina, and Texas, many of which are
operated by third party data vendors. We plan to maintain a data center in South Carolina for LeaseStar and certain
other solutions and intend to migrate all other data services to our primary and secondary data centers in Carrollton
and Dallas, Texas. Until this migration is complete, we have no assurances that the policies and procedures in place at
our Carrollton and Dallas, Texas data centers will be followed at our other locations or at data centers operated by
third party vendors. Any event resulting in extended interruption or delay in our customers’ access to our services or
their data could harm our operating results. There can be no certainty that the measures we have taken to eliminate
single points of failure in the primary and secondary data centers will be effective to prevent or minimize interruptions
to our operations. Our data centers and other facilities are vulnerable to interruption or damage from a number of
sources, many of which are beyond our control, including, without limitation:

extended power loss;

telecommunications failures from multiple telecommunication providers or Internet service providers;

natural disasters or an act of terrorism;

software and hardware errors, or failures in our own systems or in other systems;

network environment disruptions such as computer viruses, hacking and similar problems in our own systems and in
other systems;

theft and vandalism of equipment;

actions or events arising from human error; and

actions or events caused by or related to third parties.

The occurrence of an extended interruption of services at one or more of our data centers or other facilities could
result in lengthy interruptions in our services. Since January 1, 2012, we have experienced one extended service
interruption to one or more of our products lasting more than eight hours caused by equipment and hardware failures.
Our service level agreements require us to refund a prorated portion of the customer’s access fee if we fail to satisfy
our service level commitments related to availability. Refunds for breach of this service level commitment have
resulted in immaterial accommodations to customers. An extended service outage could result in a material amount of
refunds to our customers and harm our customer relationships. In addition, under some of our advertising and lease
generation agreements, we are generally paid for performance and would be unable to perform services under those
agreements in the event of a service interruption.

We attempt to mitigate these risks at our data centers or other facilities through various business continuity efforts,
including redundant infrastructure, 24 x 7 x 365 system activity monitoring, backup and recovery procedures, use of a
secure off-site storage facility for backup media, separate test systems and change management and system security
measures, but our precautions may not protect against all potential problems. Our secondary data center is equipped
with physical space, power, storage and networking infrastructure and Internet connectivity to support the solutions
we provide in the event of the interruption of services at our primary data center. Even with this secondary data center,
however, our operations would be interrupted during the transition process should our primary data center experience
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a failure. Moreover, both our primary and secondary data centers are located in the greater metropolitan Dallas area.
As aresult, any regional disaster could affect both data centers and result in a material disruption of our services.
These efforts do not support our data centers outside our primary data center in Carrollton, Texas.

For customers who specifically pay for accelerated disaster recovery services for products and services hosted in our
primary data center, we replicate their data from our primary data center to our secondary data center with the
necessary
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stand-by servers and disk storage available to provide services within two hours of a disaster. This process is currently
audited by some of our customers who pay for this service on an annual basis. For customers who do not pay for such
services, our current service level agreements with our customers require that we provide disaster recovery within 72
hours.

Disruptions at our data centers or other facilities could cause disruptions in our services and data or document loss or
corruption. This could damage our reputation, cause us to issue credits to customers, subject us to potential liability or
costs related to defending against claims or cause customers to terminate or elect not to renew their agreements, any of
which could negatively impact our revenues.

We provide service level commitments to our customers, and our failure to meet the stated service levels could
significantly harm our revenue and our reputation.

Our customer agreements provide that we maintain certain service level commitments to our customers relating
primarily to product functionality, network uptime, critical infrastructure availability and hardware replacement. For
example, our service level agreements generally require that our solutions are available 98% of the time during
coverage hours (normally 6:00 a.m. though 10:00 p.m. Central time daily) 365 days per year (other than certain
permitted exceptions such as maintenance). If we are unable to meet the stated service level commitments, we may be
contractually obligated to provide customers with refunds or credits. Additionally, if we fail to meet our service level
commitments a specified number of times within a given time frame or for a specified duration, our customers may
terminate their agreements with us or extend the term of their agreements at no additional fee. As a result, a failure to
deliver services for a relatively short duration could cause us to issue credits or refunds to a large number of affected
customers or result in the loss of customers. In addition, we cannot assure you that our customers will accept these
credits, refunds, termination or extension rights in lieu of other legal remedies that may be available to them. Our
failure to meet our commitments could also result in substantial customer dissatisfaction or loss. Because of the loss of
future revenues through the issuance of credits or the loss of customers or other potential liabilities, our revenue could
be significantly impacted if we cannot meet our service level commitments to our customers.

We face intense competitive pressures and our failure to compete successfully could harm our operating results.

The market for many of our solutions is intensely competitive, fragmented and rapidly changing. Some of these
markets have relatively low barriers to entry. With the introduction of new technologies and market entrants, we
expect competition to intensify in the future. Increased competition generally could result in pricing pressures,
reduced sales and reduced margins. Often we compete to sell our solutions against existing systems that our potential
customers have already made significant expenditures to install.

Our competitors vary depending on our product and service. In the market for accounting software we compete with
Yardi Systems, Inc. ("Yardi"), MRI Software LLC, Property Solutions International, Inc. (“Property Solutions”), AMSI
Property Management (owned by Infor Global Solutions, Inc.), Intacct Corp, NetSuite Inc., Intuit Inc, Oracle
Corporation, PeopleSoft and JD Edwards (each owned by Oracle Corporation), SAP AG, Microsoft Corporation,
AppFolio Inc. and various smaller providers of accounting software. High costs are typically associated with
switching an organization’s accounting software. In the market for property management software, we face competitive
pressure from Yardi and its Voyager products, AMSI Property Management (owned by Infor Global Solutions, Inc.),
Boston Post (acquired by MRI Software LL.C), Jenark (owned by CoreLogic), Entrata (a division of Property
Solutions), ResMan and MRI Software LLC. In the single-family market, our accounting and property management
systems primarily compete with Yardi, AppFolio Inc., Intuit Inc., DIY Real Estate Solutions (acquired by Yardi),
Buildium, LLC, Rent Manager (owned by London Computer Systems, Inc.), and Property Boss Solutions, LLC.

In the market for vertically-integrated cloud computing for multi-family real estate owners and property managers, our
only substantial competition is from Yardi. We also compete with cloud computing service providers such as
Amazon.com Inc., Rackspace Hosting Inc., International Business Machines Corp. and many others.

We offer a number of software-enabled value-added services that compete with a disparate and large group of
competitors. In the applicant screening market, our principal competitors are LexisNexis (a subsidiary of Reed
Elsevier Group plc), CoreLogic, Inc. (formerly First Advantage Corporation, an affiliate of The First American
Corporation), Property Solutions, TransUnion Rental Screening Solutions, Inc. (a subsidiary of TransUnion LLC),
Resident Check Inc., Yardi, On-Site.com and many other smaller regional and local screening companies.
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In the insurance market, our principal competitors are Assurant, Inc., Bader Company, CoreLogic, Inc., Property
Solutions, Yardi and a number of national insurance underwriters (including GEICO Corporation, The Allstate
Corporation, State Farm Fire and Casualty Company, Farmers Insurance Exchange, Nationwide Mutual Insurance
Company and United Services Automobile Association) that market renters insurance. There are many smaller
screening and insurance providers in the risk mitigation area that we encounter less frequently, but they nevertheless
present a competitive presence in the market.

In the customer relationship management (“CRM”) market, we compete with providers of contact center and call
tracking services, including LeaseHawk LLC, Yardi, Property Solutions International, Inc., and numerous regional
and local
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contact centers. In addition, we compete with lead tracking solution providers, including LeaseHawk LLC, Lead
Tracking Solutions (acquired by Yardi) and Who’s Calling, Inc. In addition, we compete with content syndication
providers VaultWare (owned by MRI Software LLC) and rentbits.com, Inc. Finally, we compete with companies
providing web portal services, including Apartments24-7.com, Inc., Ellipse Communications, Inc., Property Solutions,
G5 Search Marketing, Inc., Spherexx.com, and Yardi. Certain Internet listing services also offer websites for their
customers, usually as a free value add to their listing service.

In the marketing and web portal services market, we compete with G5 Search Marketing, Inc., Spherexx LLC,
ReachLocal, Inc., Property Solutions, On-Site.com, Yodle, Inc., Yardi and many local or regional advertising
agencies.

In the Internet listing service market, we compete with ForRent (a division of Dominium Enterprises), Apartment
Guide (a division of Primedia Inc.), Rent.com (owned by Primedia, Inc.), Apartments.com (a division of Classified
Ventures, LLC), Apartment Finder (a division of Network Communications, Inc.), Move, Inc., Property Solutions,
Trulia, Inc., Rent Café (a division of Yardi), Zillow and many other companies in regional areas.

In the Senior Living market, we compete against A Place for Mom, Inc., Care.com, Inc., Caring, Inc., Eldermark, Care
Patrol Franchise Systems, LLC, Yardi, Aging with Grace, LLC, SeniorHousingNet.com (owned by Move, Inc.), G5
Search Marketing Inc., SeniorHomes.com (owned by Moseo, Corp.), The Right Click LLC, ALMSA Corporation and
many other regionally focused companies.

In the utility billing and energy management market, we compete at a national level with American Utility
Management, Inc., Conservice, LLC, Yardi (following its acquisitions of ista North America and Energy Billing
Systems, Inc.), Property Solutions, Ocius LLC, NWP Services Corporation and Minol USA, L.P. Many other smaller
utility billing companies compete for smaller rental properties or in regional areas.

In the revenue management market, we compete with Property Solutions, The Rainmaker Group, Inc. and Yardi.

In the market for multi-family housing market research, we compete with Reis, Inc., Axiometrics, Inc., Pierce-Eislen,
Inc. (owned by Yardi), CoStar Group, Inc. and Portfolio Research, Inc.

In the spend management market, we compete with Yardi, AvidXchange, Inc., Nexus Systems, Inc., Ariba, Inc.,
Oracle Corporation, Buyers Access LLC, PAS Purchasing Solutions and ESS Technologies LLC.

In the payment processing market, we compete with Chase Paymentech Solutions, LLC (a subsidiary of JPMorgan
Chase & Co.), First Data Corporation, Fiserv, Inc., MoneyGram International, Inc., NWP Services Corporation,
On-Site.com, Property Solutions, PayLease LLC, RentPayment.com (a subsidiary of Yapstone, Inc.), Yardi, a number
of national banking institutions and those that take payments directly from tenants.

In the Affordable housing compliance and audit services market, we compete with Zeffert and Associates, Inc.,
Preferred Compliance Solutions, Inc., Spectrum Enterprises, Inc. and many other smaller local and regional
compliance and audit services.

In addition, many of our existing or potential customers have developed or may develop their own solutions that may
be competitive with our solutions. We also may face competition for potential acquisition targets from our competitors
who are seeking to expand their offerings.

With respect to all of our competitors, we compete based on a number of factors, including total cost of ownership,
level of integration with property management systems, ease of implementation, product functionality and scope,
performance, security, scalability and reliability of service, brand and reputation, sales and marketing capabilities and
financial resources. Some of our existing competitors and new market entrants may enjoy substantial competitive
advantages, such as greater name recognition, longer operating histories, larger installed customer bases and larger
sales and marketing budgets, as well as greater financial, technical and other resources. In addition, any number of our
existing competitors or new market entrants could combine or consolidate to become a more formidable competitor
with greater resources. As a result of such competitive advantages, our existing and future competitors may be able to:
develop superior products or services, gain greater market acceptance and expand their offerings more efficiently or
more rapidly;

adapt to new or emerging technologies and changes in customer requirements more quickly;

take advantage of acquisition and other opportunities more readily;
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adopt more aggressive pricing policies and devote greater resources to the promotion of their brand and marketing and

sales of their products and services; and
devote greater resources to the research and development of their products and services.

If we are not able to compete effectively, our operating results will be harmed.
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We integrate our software-enabled value-added services with competitive property management software for some of
our customers. Our application infrastructure, marketed to our customers as the RealPage Cloud, is based on an open
architecture that enables third-party applications to access and interface with applications hosted in the RealPage
Cloud through our RealPage Exchange platform. Likewise, through this platform our RealPage Cloud services are
able to access and interface with other third-party applications, including third-party property management systems.
We also provide services to assist in the implementation, training, support and hosting with respect to the integration
of some of our competitors’ applications with our solutions. We sometimes rely on the cooperation of our competitors
to implement solutions for our customers. However, frequently our reliance on the cooperation of our competitors can
result in delays in integration. There is no assurance that our competitors, even if contractually obligated to do so, will
continue to cooperate with us or will not prospectively alter their obligations to do so. We also occasionally develop
interfaces between our software-enabled value-added services and competitor property management software without
their cooperation or consent. There is no assurance that our competitors will not alter their applications in ways that
inhibit or prevent integration or assert that their intellectual property rights restrict our ability to integrate our solutions
with their applications. Moreover, regardless of merit, such interface-related activity may result in costly litigation.
On January 24, 2011, Yardi filed a lawsuit in the U.S. District Court for the Central District of California against
RealPage, Inc. and DC Consulting, Inc. (the “Yardi Lawsuit”). We answered and filed counterclaims against Yardi, and
on July 1, 2012, RealPage and Yardi entered into a comprehensive settlement of all outstanding litigation between
them, and the lawsuit was dismissed. As part of the settlement, Yardi and RealPage granted each other perpetual
licenses and rights to substantially expanded interfaces so that clients can experience a more full-featured integration
between RealPage and Yardi applications. The parties also established ongoing testing environments to facilitate
efficient operation of the interfaces. In addition, Yardi granted RealPage a license to certain patents. Under the
settlement, RealPage will continue providing hosting services for Yardi software for current clients until July 2017.
RealPage also agreed to stop offering hosting services for Yardi software to new customers and to stop providing
support or implementation services for Yardi software. While we believe that this settlement comprehensively
addressed the matters underlying our dispute with Yardi, if Yardi or other competitors do not cooperate with us, alter
their applications in ways that inhibit or restrict the integration of our solutions or assert that their intellectual property
rights restrict our ability to integrate our solutions with their applications and we are not able to find alternative ways
to integrate our solutions with our competitors’ applications, our business would be harmed.

We face competition to attract consumers to our LeaseStar product websites and mobile applications, which could
impair our ability to continue to grow the number of users who use our websites and mobile applications, which
would harm our business, results of operations and financial condition.

The success of our LeaseStar product family depends in part on our ability to continue to attract additional consumers
to our websites and mobile applications. Our existing and potential competitors include companies that could devote
greater technical and other resources than we have available, have a more accelerated time frame for deployment and
leverage their existing user bases and proprietary technologies to provide products and services that consumers might
view as superior to our offerings. Any of our future or existing competitors may introduce different solutions that
attract consumers or provide solutions similar to our own but with better branding or marketing resources. If we are
unable to continue to grow the number of consumers who use our website and mobile applications, our business,
results of operations and financial condition would be harmed.

We are entering a business environment in which social media integration is playing a significantly increasing role.
Social media is a new and rapidly changing industry wherein the rules and regulations related to use and disclosure of
personal information is unclear and evolving.

The operation and marketing of multitenant real estate developments is likely to become more dependent upon the use
of and integration with social media platforms as communities attempt to reach their current and target customers
through applications, such as Facebook, Twitter, LinkedIn and other current and emerging social applications. The use
of these applications necessarily involves the disclosure of personal information by individuals participating in social
media, and the corresponding utilization of such personal information by our products and services via integration
programs and data exchanges. The regulatory framework for social media privacy and security issues is currently in
flux and is likely to remain so for the foreseeable future. Practices regarding the collection, use, storage, transmission
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and security of personal information by companies on social media platforms have recently come under increased
public scrutiny as various government agencies and consumer groups have called for new regulation and changes in
industry practices. We are also subject to each social media platform’s terms and conditions for use, application
development and integration, which may be modified, restricted, or otherwise changed, affecting and possibly
curtailing our ability to offer products and services.

These factors, many of which are beyond our control, present a high degree of uncertainty for the future of social
media integration. As such, there is no assurance that our participation in social media integration will be risk free, as
contractual, statutory or other legal restrictions may be created that limit or otherwise impede our participation in or
leverage of social media integration.
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We may be unable to compete successfully against our existing or future competitors in attracting advertisers, which
could harm our business, results of operations and financial condition.

In our LeaseStar product family, we compete to attract advertisers with media sites, including websites dedicated to
providing real estate listings and other rental housing related services to real estate professionals and consumers, and
major Internet portals, general search engines and social media sites, as well as other online companies. We also
compete for a share of advertisers’ overall marketing budgets with traditional media such as television, magazines,
newspapers and home/apartment guide publications, particularly with respect to advertising dollars spent at the local
level by real estate professionals to advertise their qualifications and listings. Large companies with significant brand
recognition have large numbers of direct sales personnel and substantial proprietary advertising inventory and web
traffic, which may provide a competitive advantage. To compete successfully for advertisers against future and
existing competitors, we must continue to invest resources in developing our advertising platform and proving the
effectiveness and relevance of our advertising products and services. Pressure from competitors seeking to acquire a
greater share of our advertisers’ overall marketing budget could adversely affect our pricing and margins, lower our
revenue, and increase our research and development and marketing expenses. If we are unable to compete successfully
against our existing or future competitors, our business, financial condition or results of operations would be harmed.
Variability in our sales and activation cycles could result in fluctuations in our quarterly results of operations and
cause our stock price to decline.

The sales and activation cycles for our solutions, from initial contact with a prospective customer to contract
execution and activation, vary widely by customer and solution. We do not recognize revenue until the solution is
activated. While most of our activations follow a set of standard procedures, a customer’s priorities may delay
activation and our ability to recognize revenue, which could result in fluctuations in our quarterly operating results.
Additionally, certain of our products are offered in suites containing multiple solutions, resulting in additional
fluctuation in activations depending on each customer’s priorities with respect to solutions included in the suite.
Many of our customers are price sensitive, and if market dynamics require us to change our pricing model or reduce
prices, our operating results will be harmed.

Many of our existing and potential customers are price sensitive, and recent adverse global economic conditions have
contributed to increased price sensitivity in the multi-family housing market and the other markets that we serve. As
market dynamics change, or as new and existing competitors introduce more competitive pricing or pricing models,
we may be unable to renew our agreements with existing customers or customers of the businesses we acquire or
attract new customers at the same price or based on the same pricing model as previously used. As a result, it is
possible that we may be required to change our pricing model, offer price incentives or reduce our prices, which could
harm our revenue, profitability and operating results.

If we do not effectively expand and train our sales force, we may be unable to add new customers or increase sales to
our existing customers and our business will be harmed.

We continue to be substantially dependent on our sales force to obtain new customers and to sell additional solutions
to our existing customers. We believe that there is significant competition for sales personnel with the skills and
technical knowledge that we require. Our ability to achieve significant revenue growth will depend, in large part, on
our success in recruiting, training and retaining sufficient numbers of sales personnel to support our growth. New hires
require significant training and, in most cases, take significant time before they achieve full productivity. Our recent
hires and planned hires may not become as productive as we expect, and we may be unable to hire or retain sufficient
numbers of qualified individuals in the markets where we do business or plan to do business. If we are unable to hire
and train sufficient numbers of effective sales personnel, or the sales personnel are not successful in obtaining new
customers or increasing sales to our existing customer base, our business will be harmed.

Material defects or errors in the software we use to deliver our solutions could harm our reputation, result in
significant costs to us and impair our ability to sell our solutions.

The software applications underlying our solutions are inherently complex and may contain material defects or errors,
particularly when first introduced or when new versions or enhancements are released. We have, from time to time,
found defects in the software applications underlying our solutions, and new errors in our existing solutions may be
detected in the future. Any errors or defects that cause performance problems or service interruptions could result in:

46



Edgar Filing: REALPAGE INC - Form 10-K

a reduction in new sales or subscription renewal rates;

unexpected sales credits or refunds to our customers, loss of customers and other potential liabilities;
delays in customer payments, increasing our collection reserve and collection cycle;

diversion of development resources and associated costs;
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harm to our reputation and brand; and

unanticipated litigation costs.

Additionally, the costs incurred in correcting defects or errors could be substantial and could adversely affect our
operating results.

Failure to effectively manage the development of our solutions and data processing efforts outside the United States
could harm our business.

Our success depends, in part, on our ability to process high volumes of customer data and enhance existing solutions
and develop new solutions rapidly and cost effectively. We currently maintain offices in Hyderabad, India and Manila,
Philippines where we employ development and data processing personnel. We believe that performing these activities
in Hyderabad and Manila increases the efficiency and decreases the costs of our development and data processing
efforts. However, managing and staffing international operations requires management’s attention and financial
resources. The level of cost savings achieved by our international operations may not exceed the amount of
investment and additional resources required to manage and operate these international operations. Additionally, if we
experience difficulties as a result of political, social, economic or environmental instability, change in applicable law,
limitations of local infrastructure, or problems with our workforce or facilities at our or third parties’ international
operations, our business could be harmed due to delays in product release schedules or data processing services.

We rely on third-party technologies and services that may be difficult to replace or that could cause errors, failures or
disruptions of our service, any of which could harm our business.

We rely on a number of third-party providers, including, but not limited to, computer hardware and software vendors,
database and data providers, to deliver our solutions. We currently utilize equipment, software and services from
Akami Inc., Avaya Inc., Brocade Communications Systems, Inc., Cisco Systems, Inc., Dell Inc., EMC Corporation,
Microsoft Corporation, Oracle Corporation and salesforce.com, inc., as well as many other smaller providers. Our
OneSite Accounting service relies on a software-as-a-service, or SaaS-based accounting system developed and
maintained by a third-party service provider. We host this application in our data centers and provide supplemental
development resources to extend this accounting system to meet the unique requirements of the rental housing
industry. Our shared cloud portfolio reporting service utilizes software licensed from IBM. We expect to utilize
additional service providers as we expand our platform. Although the third-party technologies and services that we
currently require are commercially available, such technologies and services may not continue to be available on
commercially reasonable terms, or at all. Any loss of the right to use any of these technologies or services could result
in delays in the provisioning of our solutions until alternative technology is either developed by us, or, if available, is
identified, obtained and integrated, and such delays could harm our business. It also may be time consuming and
costly to enter into new relationships. Additionally, any errors or defects in the third-party technologies we utilize or
delays or interruptions in the third-party services we rely on could result in errors, failures or disruptions of our
services, which also could harm our business.

We depend upon third-party service providers for important payment processing functions. If these third-party service
providers do not fulfill their contractual obligations or choose to discontinue their services, our business and
operations could be disrupted and our operating results would be harmed.

We rely on several large payment processing organizations to enable us to provide payment processing services to our
customers, including electronic funds transfers, or EFT, check services, bank card authorization, data capture,
settlement and merchant accounting services and access to various reporting tools. These organizations include Bank
of America Merchant Services, Bank of America, N.A., Paymentech, LLC, Fiserv, Inc., Financial Transmission
Network, Inc., Jack Henry & Associates, Inc., JPMorgan Chase Bank, N.A. and Wells Fargo, N.A. We also rely on
third-party hardware manufacturers to manufacture the check scanning hardware our customers utilize to process
transactions. Some of these organizations and service providers are competitors who also directly or indirectly sell
payment processing services to customers in competition with us. With respect to these organizations and service
providers, we have significantly less control over the systems and processes than if we were to maintain and operate
them ourselves. In some cases, functions necessary to our business are performed on proprietary third-party systems
and software to which we have no access. We also generally do not have long-term contracts with these organizations
and service providers. Accordingly, the failure of these organizations and service providers to renew their contracts
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with us or fulfill their contractual obligations and perform satisfactorily could result in significant disruptions to our
operations and adversely affect operating results. In addition, businesses that we have acquired, or may acquire in the
future, typically rely on other payment processing service providers. We may encounter difficulty converting payment
processing services from these service providers to our payment processing platform. If we are required to find an
alternative source for performing these functions, we may have to expend significant money, time and other resources
to develop or obtain an alternative, and if developing or obtaining an alternative is not accomplished in a timely
manner and without significant disruption to our business, we may be unable to fulfill our responsibilities to
customers or meet their
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expectations, with the attendant potential for liability claims, damage to our reputation, loss of ability to attract or
maintain customers and reduction of our revenue or profits.

We face a number of risks in our payment processing business that could result in a reduction in our revenues and
profits.

In connection with our electronic payment processing services, we process resident payments and subsequently submit
these resident payments to our customers after varying clearing times established by RealPage. These payments are
settled through our sponsoring clearing banks, and in the case of EFT, our Originating Depository Financial
Institutions, or ODFIs. Currently, we rely on Bank of America, N.A., Wells Fargo, N.A. and JPMorgan Chase Bank,
N.A. as our sponsoring clearing banks. In the future, we expect to enter into similar sponsoring clearing bank
relationships with one or more other national banking institutions. The resident payments that we process for our
customers at our sponsoring clearing banks are identified in our consolidated balance sheets as restricted cash and the
corresponding liability for these resident payments is identified as customer deposits. Our electronic payment
processing business and related maintenance of custodial accounts subjects us to a number of risks, including, but not
limited to:

liability for customer costs related to disputed or fraudulent transactions if those costs exceed the amount of the
customer reserves we have during the clearing period or after resident payments have been settled to our customers;
electronic processing limits on the amount of custodial balances that any single ODFI, or collectively all of our
ODFlIs, will underwrite;

reliance on clearing bank sponsors, card payment processors and other service payment provider partners to process
electronic transactions;

failure by us or our bank sponsors to adhere to applicable laws and regulatory requirements or the standards of the
electronic payments rules and regulations and other rules and regulations that may impact the provision of electronic
payment services;

continually evolving and developing laws and regulations governing payment processing and money transmission, the
application or interpretation of which is not clear in some jurisdictions;

tncidences of fraud, a security breach or our failure to comply with required external audit standards; and

our inability to increase our fees at times when electronic payment partners or associations increase their transaction
processing fees.

If any of these risks related to our electronic payment processing business were to materialize, our business or
financial results could be negatively affected. Although we attempt to structure and adapt our payment processing
operations to comply with these complex and evolving laws and regulations, our efforts may not guarantee
compliance. In the event that we are found to be in violation of these legal requirements, we may be subject to
monetary fines, cease and desist orders, mandatory product changes, or other penalties that could have an adverse
effect on our results of operations. Additionally, with respect to the processing of EFTs, we are exposed to financial
risk. EFTs between a resident and our customer may be returned for various reasons such as insufficient funds or stop
payment orders. These returns are charged back to the customer by us. However, if we or our sponsoring clearing
banks are unable to collect such amounts from the customer’s account or if the customer refuses or is unable to
reimburse us for the chargeback, we bear the risk of loss for the amount of the transfer. While we have not
experienced material losses resulting from chargebacks in the past, there can be no assurance that we will not
experience significant losses from chargebacks in the future. Any increase in chargebacks not paid by our customers
may adversely affect our financial condition and results of operations.

We entered into a Service Pro