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TRADEMARKS, TRADE NAMES AND SERVICE MARKS

Tucows®, EPAG®, Hover®, OpenSRS®, Platypus®, Ting® and YummyNames® are registered trademarks of
Tucows Inc. or its subsidiaries. Other service marks, trademarks and trade names of Tucows Inc. or its subsidiaries

may be used in this Annual Report on Form 10-K (this “Annual Report™). All other service marks, trademarks and trade
names referred to in this Annual Report are the property of their respective owners. Solely for convenience, any
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trademarks referred to in this Annual Report may appear without the ® or TM symbol, but such references are not
intended to indicate, in any way, that we or the owner of such trademark, as applicable, will not assert, to the fullest
extent under applicable law, our or its rights, or the right of the applicable licensor, to these trademarks.
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Information Concerning Forward-Looking Statements

This Annual Report on Form 10-K contains, in addition to historical information, forward-looking statements by us
with regard to our expectations as to financial results and other aspects of our business that involve risks and
uncertainties and may constitute forward-looking statements within the meaning of the Private Securities Litigation
Reform Act of 1995. Words such as “may,” “should,” “anticipate,” “believe,” “plan,” “estimate,
similar expressions are intended to identify forward-looking statements. The forward-looking statements contained in
this report include statements regarding, among other things, the competition we expect to encounter as our business
develops and competes in a broader range of Internet services, the Company's foreign currency requirements,
specifically for the Canadian dollar; Ting mobile and fixed Internet access subscriber growth and retention rates, the
number of new, renewed and transferred-in domain names we register as our business develops and competes; the
effect of a potential global top level domain (“gTLD”) expansion by the Internet Corporation for Assigned Names and
Numbers (“ICANN”) on the number of domains we register and the impact it may have on related revenues; our belief
that the market for domain name registration will trend upward gradually and may be affected by market volatility;
our belief that, by increasing the number of services we offer, we will be able to generate higher revenues; the revenue
that our parked page vendor relationships may generate in the future; the effectiveness of our intellectual property
protection, including our ability to license proprietary rights to network partners and to register additional trademarks
and service marks; the potential impact of current and pending claims on our business; our valuations of certain
deferred tax assets; our expectation to collect our outstanding receivables, net of our allowance for doubtful accounts;
our expectation regarding fluctuations in certain expense and cost categories; our expectations regarding our
unrecognized tax benefit and the timing or completion of certain audits of our US, Canadian and German tax returns;
our expectations regarding cash from operations to fund our business; the impact of cancellations of or amendments to
market development fund programs under which we receive funds, and general business conditions and economic
uncertainty. These statements are based on management’s current expectations and are subject to a number of
uncertainties and risks that could cause actual results to differ materially from those described in the forward-looking
statements. Many factors affect our ability to achieve our objectives and to successfully develop and commercialize
our services including:

9 ¢ 29 ¢

€Changes in the nature of key strategic relationships with our Mobile Virtual Network Operator ("MVNO") partners;

The effects of vigorous competition on a highly penetrated mobile telephony market, including the impact of
competition on the price we are able to charge subscribers for services and devices and on the geographic areas
served by our MVNO partner wireless networks;

Our ability to manage any potential increase in subscriber churn or bad debt expense;

Our ability to continue to generate sufficient working capital to meet our operating requirements;

Our ability to maintain a good working relationship with our vendors and customers;

expect” and “intend,” and o
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The ability of vendors to continue to supply our needs;

Actions by our competitors;

Our ability to attract and retain qualified personnel in our business;

Our ability to effectively manage our business;

The effects of any material impairment of our goodwill or other indefinite-lived intangible assets;

* QOur ability to obtain and maintain approvals from regulatory authorities on regulatory issues;

Our ability to invest in the build-out of fiber networks into selected towns and cities to provide Internet access

* services to residential and commercial customers while maintaining the development and sales of our established
services;

Pending or new litigation; and

Factors set forth herein under the caption “Item 1A Risk Factors”.

This list of factors that may affect our future performance and financial and competitive position and the accuracy of
forward-looking statements is illustrative, but it is by no means exhaustive. Accordingly, all forward-looking
statements should be evaluated with the understanding of their inherent uncertainty. All forward-looking statements
included in this document are based on information available to us as of the date of this document, and we assume no
obligation to update these cautionary statements or any forward-looking statements, except as required by law. These
statements are not guarantees of future performance.
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PART I

ITEM 1. BUSINESS

Overview

Our principal place of business is located in Canada.

Our mission is to provide simple useful services that help people unlock the power of the Internet.

We accomplish this by reducing the complexity our customers’ experience as they access the Internet (at home or on
the go) and while using Internet services such as domain name registration, email and other Internet services. We are
organized, managed and report our financial results as two segments, Network Access Services and Domain Services,
which are differentiated primarily by their services, the markets they serve and the regulatory environments in which
they operate.

Our management regularly reviews our operating results on a consolidated basis, principally to make decisions about
how we utilize our resources and to measure our consolidated operating performance. To assist us in forecasting
growth and to help us monitor the effectiveness of our operational strategies, our management regularly reviews
revenue for each of our service offerings in order to gain more depth and understanding of the key business metrics
driving our business. Accordingly, we report Network Access Services and Domain Services revenue separately.

Network Access Services

Network Access Services derives revenue from the sale of retail mobile phones and services (“Ting Mobile”) to
individuals and small businesses through the Ting website.

We also derive revenue from the sale of fixed high-speed Internet access (‘“Ting Internet”) in select towns including
Holly Springs, North Carolina; Westminster, Maryland; and Charlottesville, Virginia. We also derive revenue from
providing Internet hosting and network consulting services to customers in Central Virginia through our acquisition of

8
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a 70% share in Ting Virginia, LLC on February 27, 2015.

Revenues from Ting Mobile and Ting Internet are generated in the United States and are provided on a monthly basis
with no fixed contract term.

Domain Services

Domain Services include wholesale and retail domain name registration services, value added services and portfolio
services. We earn revenues primarily from the registration fees charged to resellers in connection with new, renewed
and transferred domain name registrations; the sale of retail Internet domain name registration and email services to

individuals and small businesses; and by making our portfolio of domain names available for sale.

Domain Services revenues are attributed to the country in which the contract originates, primarily Canada.

Domain Services’ primary distribution channel is a global network of more than 13,000 resellers in more than 100
countries who typically provide their customers, the end-users of the Internet, with a critical component for
establishing and maintaining an online presence. Our primary focus is serving the needs of this network of resellers by
providing superior services, easy-to-use interfaces, proactive and attentive customer service. We seek to provide
superior customer service to our resellers by anticipating their business needs and technical requirements. This
includes providing easy-to-use interfaces that enable resellers to quickly and easily integrate our services into their
individual business processes. We also provide “second tier” support to our resellers in the event resellers experience
issues with our services. In addition, our Network Operating Center provides proactive support to our resellers by
monitoring all network infrastructure to address deficiencies before customer services are impacted.

We believe that the underlying platforms for our services are among the most mature, reliable and functional
reseller-oriented provisioning and management platforms in our industry, and we continue to refine, evolve and
improve these services for both resellers and end-users.

Wholesale, primarily branded as OpenSRS, derives revenue from its Domain Service and from providing

Value-Added Services. The OpenSRS Domain Service manages 13.3 million domain names under the Tucows

ICANN registrar accreditation and for other registrars under their own accreditations. Value-Added Services include
hosted email which provides email delivery and webmail access to millions of mailboxes, SSL certificates, and

reseller billing services. All of these services are made available to end-users through a network of over 13,000 web
hosts, Internet service providers (“ISPs”), and other resellers around the world. In addition, we also derive revenue from
the bulk sale of domain names and advertising from the OpenSRS Domain Expiry Stream.
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Retail, primarily through our retail website hover.com (“Hover”), derives revenues from the sale of domain name
registration and email services to individuals and small businesses. Retail also includes our Real Names Service —
based on over 36,000 surname domains — that allows roughly two-thirds of Americans to purchase an email address
based on their last name.

The Tucows Domain Portfolio generates revenue by offering the portfolio’s domain names for resale via our reseller
network and other channels. In addition, we generate revenue from the payments for the sale of rights to gTLD strings
under the New gTLD program.

Additional information about segments can be found in “Note 18 — Segment information” in the Notes to Consolidated
Financial Statements included in Part II, Item 8 of this Annual Report.

Net Revenues

Network Access Services

Mobile and Other services

We derive revenue from Ting's sale of retail mobile phones and services to individuals and small businesses nationally
as well as providing fixed high speed internet access in select cities and Internet hosting and network consulting
services to customers in Central Virginia. Ting provides customers with access to our provisioning and management
tools via the ting.com website.

Revenues are generated in the United States and are provided on a monthly basis with no fixed contract term.

Domain Services

Wholesale - OpenSRS Domain Service

11
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Historically, our OpenSRS Domain Service has constituted the largest portion of our business and encompasses all of
our services as an accredited registrar related to the registration, renewal, transfer and management of domain names.
In addition, this service fuels other revenue categories as it often is the initial service for which a reseller will engage
us, enabling us to follow on with other services and allowing us to add to our portfolio by purchasing names registered
through us upon their expiration.

We receive revenues for each domain registration or other Internet service processed through our system by Service
Providers.

With respect to the sale of domain registrations, we earn registration fees in connection with each new, renewed and
transferred-in registration and from providing provisioning services to Service Providers and registrars on a monthly
basis. Domain registrations are generally purchased for terms of one to ten years. Payments for the full term of all
services, or billed revenue, are received at the time of activation of service and where appropriate are recorded as
deferred revenue and are recognized as earned ratably over the term of provision of service. This accounting treatment
reasonably approximates a recognition pattern that corresponds with the provision of the services during the quarters
and the year.

Wholesale — OpenSRS Value-Added Services

We derive revenue from our hosted email service through our global distribution network. Our hosted email service is
offered on a per account, per month basis, and provides resellers with a reliable, scalable “white label” hosted email
solution that can be customized to their branding and business model requirements. The hosted email service also
includes spam and virus filtering on all accounts. End-users can access the hosted email service via a full-featured,
multi-language AJAX-enabled web interface or through traditional desktop email clients.

We also derive revenue from other Value-Added Services primarily from provisioning SSL certificates and the bulk
sale of domain names and advertising from the OpenSRS Domain Expiry Stream.

In addition, we provide billing, provisioning and customer care software solutions to ISPs through our Platypus billing
software.

12
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Retail — Hover

We derive revenues from Hover's sale of retail Internet domain name registration and email services to individuals and
small businesses.

Portfolio

We derive revenue from our portfolio of domain names by displaying advertising on the domains and by making them
available for sale. When a user types one of these domain names into a web browser, they are presented with
dynamically generated links that are pay-per-click advertising. Every time a user clicks on one of these links, it
generates revenue for us through our partnership with third-parties who provide syndicated pay-per-click advertising
(“parked page vendors”).

Portfolio names are sold through our premium domain name service, auctions or in negotiated sales. The size of our
domain name portfolio varies over time, as we acquire and sell domains on a regular basis to maximize the overall
value and revenue generation potential of our portfolio. In evaluating names for sale, we consider the potential
foregone revenue from pay-per-click advertising, as well as other factors. The name will be offered for sale if, based
on our evaluation, the name is deemed non-essential to our business and management believes that deriving proceeds
from the sale is strategically more beneficial to the Company. In addition, we generate revenue from the payments for
the sale of rights to gTLD strings under ICANN’s New gTLD Program.

Portfolio names that have been acquired from third-parties or through acquisition are included as intangible assets
with indefinite lives on our consolidated balance sheet.

For information about geographic areas, see “Note 18 — Segment information” in the Notes to Consolidated Financial
Statements included in Part II, Item 8 of this Annual Report

Intellectual Property

We believe that we are well positioned in the wholesale domain registration and email markets due in part to our
highly-recognized “Tucows” and “OpenSRS” brands and the respect they confer on us as a defender of end-user rights and
reseller-friendly approaches to doing business. We were among the first group of 34 registrars to be accredited by

13



Edgar Filing: TUCOWS INC /PA/ - Form 10-K

ICANN in 1999, and we remain active in Internet governance issues.

Our success and ability to compete depend on our ability to develop and maintain the proprietary aspects of our brand
name and technology. We rely on a combination of trademark, trade secret and copyright laws, as well as contractual
restrictions to protect our intellectual property rights.

We have registered the Tucows trademark in the United States, Canada and the European Union and we register
additional service marks and trademarks as appropriate and where such protection is available.

We seek to limit disclosure of our intellectual property by requiring all employees and consultants with access to our
proprietary information to commit to confidentiality, non-disclosure and work-for-hire agreements. All of our
employees are required to sign confidentiality and non-use agreements, which provide that any rights they may have
in copyrightable works or patentable technologies accrue to us. Before entering into discussions with potential

vendors and partners about our business and technologies, we require them to enter into a non-disclosure agreement. If
these discussions result in a license or other business relationship, we also generally require that the agreement
containing the parties’ rights and obligations include provisions for the protection of its intellectual property rights.

Customers

The majority of the customers to whom we provide reseller services are generally either web hosts or ISPs. A small
number are consultants and designers providing our services to their business clients. Both our Retail Domain
Services and our Network Access Services customers are a very broad mix of consumers, small businesses and
corporations.

No customer represented more than 10% of our consolidated revenues in any of the last three fiscal years.

While web hosts and ISPs are capitalizing on the growth in Internet usage and the demand for new services, they also
face significant competition from numerous other service providers with competitive or comparable offerings. This
has led such web hosts and ISPs to focus on core competencies, as such resellers are increasingly seeking to outsource
non-core services. Outsourcing enables these resellers to better focus on customer acquisition and retention efforts by
eliminating the need to own, develop and support non-core applications in-house.

14
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Seasonality

During the summer months and certain other times of the year, such as major holidays, Internet usage often declines.
As a result, many of our services (OpenSRS, Hover and Ting) may experience reduced demand during these times.
For example, our experience shows that new domain registrations decline during the summer months and around the
year-end holidays. Seasonality may also affect advertising, which may have a slight impact on advertisement-based
revenue. These seasonal effects could cause fluctuations in our financial results.

Competition

Our competitors may be divided into the following groups:

US Mobile Phone Service providers such as AT&T, Verizon, T-Mobile and Sprint, who primarily compete with Ting
Mobile Services.

Retail-oriented domain registrars, such as GoDaddy and Web.com who compete with our Reseller customers in
Wholesale Domain Services and with Hover.

yVholesale—oriented domain registrars, such as Rightside and Melbourne IT, who market services to resellers such as
our customers.

Wholesale Email Service providers, such as Google, Microsoft, Bluetie and MailTrust.

We expect to continue to experience significant competition from the competitors identified above and, as our
business continues to develop, we expect to encounter competition from other providers. Service providers, Internet
portals, web hosting companies, email hosting companies, outsourced application companies, country code registries
and major telecommunication firms may broaden their services to include services we offer.

We believe the primary competitive factors in our Domain Services are:

Providing superior customer service by anticipating the technical requirements and business objectives of resellers
and providing them with technical advice to help them understand how our services can be customized to meet their
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particular needs;

Providing cost savings over in-house solutions by relieving resellers of the expense of acquiring and maintaining
hardware and software and the associated administrative burden;

€nabling resellers to better manage their relationships with their end-users;

Facilitating scalability through an infrastructure designed to support millions of transactions across millions of
end-users; and

Providing superior technology and infrastructure, consisting of industry-leading software and hardware that allow
resellers to provide these services to their customers without having to make substantial investments in their own
software or hardware.

Although we encounter pricing pressure in many markets in which we compete, we believe the effects of that pressure
are mitigated by the fact that we deliver a high degree of value to our customers through our business and technical
practices. We believe our status as a trusted supplier also allows us to mitigate the effects of this type of competition.
We believe that the long-term relationships we have made with many customers results in a sense of certainty that
would not be available to those customers through a competitor.

Employees

As of December 31, 2015, we had approximately 325 full-time employees. None of our employees are currently
represented by a labor union. We consider our relations with our employees to be good.

Corporate Information

We were incorporated under the laws of the Commonwealth of Pennsylvania in November 1992 under the name
Infonautics, Inc. In August 2001, we completed our acquisition of Tucows Inc., a Delaware corporation, and we
changed our name from Infonautics, Inc. to Tucows Inc. Our principal executive offices are located at 96 Mowat
Avenue, Toronto, Ontario, M6K 3M1 Canada. Our telephone number is (416) 535-0123. We have offices in
Germany, the Netherlands and the United States of America.
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The public may read and copy any materials we file with the Securities and Exchange Commission, or SEC, at the
SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549 on official business days during the hours
of 10:00 am to 3:00 pm. The public may obtain information on the operation of the Public Reference Room by calling
1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and information statements and
other information regarding issuers that file electronically at http://sec.gov.

Our web site address is tucows.com. We make available through our web site, free of charge, copies of our Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended (the
“Exchange Act”) as soon as reasonably practicable after filing such material electronically or otherwise furnishing it to
the SEC. The information on the web site listed above is not and should not be considered part of this Annual Report
and is not incorporated by reference in this document.

Executive Officers of the Registrant

The following table sets forth the names, ages and titles of persons currently serving as our executive officers.

Name AgeTitle

Elliot Noss 53 President and Chief Executive Officer
Michael Cooperman 64 Chief Financial Officer

David Woroch 53 Executive Vice President, Domains

Kenneth Schafer 56 Executive Vice President, Product

Carla Goertz 58 Executive Vice President, Human Resources
Michael Goldstein 44 Vice President, Sales and Marketing

Jody Stocks 51 Vice President, Engineering

Ross Rader 44  Vice President, Customer Experience

Elliot Noss has served as our President and Chief Executive Officer since May 1999 and served as Vice President of
Corporate Services for Tucows Interactive Limited, which was acquired by Tucows in May 1999, from April 1997 to
May 1999.

Michael Cooperman has served as our Chief Financial Officer since January 2000. From October 1997 to September
1999, Mr. Cooperman was the Chief Executive Officer of Archer Enterprise Systems Inc., a developer of sales force
automation software.
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David Woroch joined Tucows in March 2000 after thirteen years at IBM and, over the past sixteen years, has helped
build Tucows’ sales, marketing, business development, product management and technical support capabilities. Mr.
Woroch currently serves as our Executive Vice President, Domains and he oversees the Domains business at Tucows,
including OpenSRS (wholesale), Hover (retail) and the premium domain portfolio.

Kenneth Schafer has served as our Executive Vice President, Product since June 3 2009, having joined Tucows in
2006 as VP Marketing. Prior to joining Tucows, Mr. Schafer worked as an independent strategic Internet consultant
for eight years.

Carla Goertz has served as Executive Vice President of Human Resources since June of 2009, having joined Tucows
in 2005 as a Vice President of Human Resources. Prior to Joining Tucows, Carla had held several senior roles, as VP
Human Resources and Administration at Systems Xcellence Inc., and Castek Software Inc., as well as Director of
Human Resources at Tech Data Canada Corp. Carla received her CHRP in 1994 and was educated at Sheridan
College.

Michael Goldstein has served as our Vice President, Sales and Marketing since September 2009. Before joining us,
Mr. Goldstein spent five years at Ogilvy, NY as a Partner, Marketing Director managing advertising, brand identity,
digital and public relations campaigns for clients such as TD Ameritrade, Kraft, GlaxoSmithKline and DoubleClick.

Jody Stocks has served as our Vice President, Engineering since 2012. Jody joined Tucows in October 2005 and
served as our Director of MIS until 2008 when he was appointed Director of Software Engineering.

Ross Rader has been with Tucows since the very beginning. As Vice President, Customer Experience since 2012, he
leads our customer service and support organization. In 2000, as our Director of Assigned Names, Ross helped launch
Tucows OpenSRS service. In 2005, as General Manager, Retail Services he oversaw Tucows’ retail domain operations,
including the development and launch of Hover in 2008.
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Investor Information

The public may read and copy any materials we file with the Securities and Exchange Commission, or SEC, at the
SEC’s Public Reference Room at 100 F Street, NE, Washington, DC 20549 on official business days during the hours
of 10:00 am to 3:00 pm. The public may obtain information on the operation of the Public Reference Room by calling
1-800-SEC-0330. The SEC maintains an Internet site that contains reports, proxy and information statements and
other information regarding issuers that file electronically at http://sec.gov.

Our web site address is fucows.com. We make available through our web site, free of charge, copies of our Annual
Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those
reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 as soon as
reasonably practicable after filing such material electronically or otherwise furnishing it to the SEC. The information
on the web site listed above is not and should not be considered part of this Annual Report on Form 10-K and is not
incorporated by reference in this document.

We were incorporated in the Commonwealth of Pennsylvania in November 1992. Our executive offices are located at
96 Mowat Avenue, Toronto, Ontario, Canada M6K 3M1. Our telephone number is (416) 535-0123.
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ITEM 1A. RISK FACTORS

Our business faces significant risks. Some of the following risks relate principally to our business and the industry and
statutory and regulatory environment in which we operate. Other risks relate principally to the securities markets and
ownership of our stock. The risks described below may not be the only risks we face. Additional risks that we do not
vet know of or that we currently think are immaterial may also impair our business operations. If any of the events or
circumstances described in the following risk factors actually occur, our business, financial condition or results of
operations could suffer, and the trading price of our common stock could decline.

Risks Related to Our Business and Industry

Risks Related to Network Access Services

Competition in the wireless industry could adversely affect Ting’s revenues and profitability.

The wireless communications market is extremely competitive, and competition for customers is increasing. We
compete with (1) facilities-based wireless communications providers and their prepaid affiliates or brands, including
Verizon, AT&T, Sprint and T-Mobile; and (2) other MVNOs.

Most of our competitors have substantially greater financial, technical, personnel and marketing resources and a larger
market share than we do, and we may not be able to compete successfully against them or other wireless
communications providers. Due to their size and bargaining power, our larger competitors obtain discounts for
facilities, equipment, handsets, content, and services, potentially placing us at a competitive disadvantage. As
consolidation in the industry creates even larger competitors, our competitors’ purchasing advantages may increase
further, hampering our efforts to attract and retain customers. Certain of our competitors may also use their ownership
of local wireline and wireless telecommunications facilities to introduce service features and calling plans, such as
free wireless-to-landline calls, that we are unable to offer at similar cost. Their larger wireless customer bases may
make discounted or free in-network calling (that we do not offer currently) more attractive than any similar service
that we may offer. This may adversely affect our ability to compete against these competitors in the longer term.

Ting has a short operating history which may not be indicative of our future performance and, if our revenue and
earnings growth are not sustainable, we may not be able to generate the earnings necessary to fund our operations
or continue to grow our business.
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We launched Ting nationally in February 2012. Consequently, Ting has a limited operating and financial history upon
which to evaluate its business model, financial performance and ability to succeed in the future. You should consider

its prospects in light of the risks it may encounter, including risks and expenses faced by a new business competing in
rapidly evolving and highly competitive markets. Ting cannot be certain that its Mobile Virtual Network Operator
(“MVNO”) business model or any specific products or services will be profitable or competitive in the long-term against
larger, facilities-based wireless providers or other MVNOs. Ting also cannot predict whether its MVNO model will
allow it to offer the wireless services that customers may demand in the future. If Ting is unable to achieve sufficient
revenues and earnings from operations, its financial results will be adversely affected and it may not have sufficient

cash to fund its current operations or sustain its continued growth.

Ting’s service offerings may not be successful in the long term if it is unable to retain customers or attract new
customers.

Ting services may not prove to be successful or profitable in the long term. Ting’s long-term success is dependent
upon its sustained ability to generate sufficient revenue from its subscribers based on their use of its services and its
ability to respond to churn by adding new customers. If Ting is unable to sustain or increase the revenue that it
generates from its existing customers or obtain new customers to replace churned customers, our operational
performance and financial results may be adversely affected.
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Ting may face competitive pressure to reduce prices for our products and services, which may adversely affect our
profitability and other financial results.

As competition in the U.S. wireless communications industry has increased, providers have lowered prices or
increased the number of minutes, messages and/or data units available under monthly service plans to attract or retain
customers. To remain competitive with existing and future competitors, we may be compelled to offer greater
subsidies for our handsets, reduce the prices for our services or increase the minutes, messages and/or data units that
we offer under our postpaid monthly plans. Any subsidies or price reductions that we offer in order to remain
competitive may reduce our margins and revenues, and may adversely affect our profitability and cash flows. Lower
handset prices may also make our services more accessible to new, lower-value customers with less disposable
income available to spend on our services. In addition, as handset prices decline and handsets become more
disposable, customers without long-term contracts may change their wireless providers more frequently, thereby
increasing our churn and resulting in higher acquisition costs to replace those customers. A shift to lower value or less
loyal customers could have an adverse impact on our results of operations and cash flows.

The blurring of the traditional dividing lines among long distance, local, wireless, video and Internet services
contributes to increased competition for Ting services.

The traditional dividing lines among long distance, local, wireless, video and Internet services are increasingly
becoming blurred. In addition, the dividing lines between voice and data services are also becoming blurred. Through
mergers, joint ventures and various service expansion strategies, major providers are striving to provide integrated
services in many of the markets we serve. This trend is also reflected in changes in the regulatory environment that
have encouraged competition and the offering of integrated services. We expect competition to continue to intensify
as a result of the entrance of new competitors or the expansion of services offered by existing competitors. If we
cannot compete effectively, our revenues, growth and profitability may be materially adversely affected.

If Ting is unable to keep pace with technological advances, our revenues, growth and profitability may be
materially adversely affected.

The U.S. wireless communications industry is experiencing rapid growth of new technologies, products and services.
We cannot predict which of many possible future technologies, products, or services will be important to maintain our
competitive position or what expenditures we will be required to make in order to develop and provide these
technologies, products or services. To the extent we do not keep pace with technological advances or fail to timely
respond to changes in the competitive environment affecting our industry, we could lose market share or experience a
decline in revenue, cash flows and net income. As a result of the financial strength and benefits of scale enjoyed by
some of our competitors, they may be able to offer services at lower prices than we can, thereby adversely affecting
our revenues, growth and profitability.
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Ting employs a postpaid business model which exposes us to increased credit risk.

Ting offers its wireless services on a postpaid basis. The success of its postpaid offerings depends on its ability to
manage its credit risk while attracting new customers with profitable usage patterns. Ting has a short operating history
and there can be no assurance that it will be able to manage its credit risk or generate sufficient revenue to cover its
postpaid-related expenses, including losses arising from its customers’ failure to make payments when due. Ting
manages credit risk exposure using techniques that are designed to set terms and limits for the credit risk it accepts.
The techniques it uses may not accurately predict future defaults due to, among other things, inaccurate assumptions
or fraud. Ting’s ability to manage credit risk may also be adversely affected by legal or regulatory changes,
competitors’ actions, consumer behavior, and inadequate collections staffing or techniques. While Ting continually
seeks to improve its assumptions and controls, its failure to manage its credit risks appropriately may materially
adversely affect our profitability and ability to grow.

Ting may be limited in its ability to grow its business and customer base for its wireless service offerings unless it
can continue to obtain network capacity at favorable rates and meet the growing demands on its business systems
and processes.

To further expand our MVNO business, we must continue to obtain wireless network capacity at favorable rates and
terms, provide adequate customer service and acquire and market a sufficient quantity and mix of handsets and related
accessories. Our operating performance and ability to attract new customers may be adversely affected if we are
unable to meet the increasing demands for our services in a timely and efficient manner, while adequately addressing
the growing demands on our customer service, billing, and other back- office functions. Any change in our ability, or
the ability of third parties with whom we contract, to provide these services also could adversely affect our operations
and financial performance.
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As an MVNO, Ting is dependent on two major network operators for their wireless networks and any disruptions of
Ting’s use of such networks may adversely affect its business and financial results.

As an MVNO, we do not own or operate a physical network, but rather utilize the nationwide wireless communication
networks of two major mobile Network Operators (“Network Operators”). To be successful, we will need to continue to
provide our customers with reliable service over their nationwide wireless communication networks. We rely on them
and their third-party affiliates to maintain their wireless facilities and government authorizations and to comply with
government policies and regulations. If they fail to do so, we may incur substantial losses. Delays or failure to add
network capacity, or increased costs of adding capacity or operating the network, could limit our ability to increase
our customer base, limit our ability to increase our revenues, or cause a deterioration of our operating margin. Some of
the risks related to their nationwide wireless communication networks and infrastructure include: major equipment
failures, breaches of network or information technology security that affect their wireless networks, including
transport facilities, communications switches, routers, microwave links, cell sites or other equipment or third-party
owned local and long-distance networks on which we rely, power surges or outages, software defects and disruptions
beyond their control, such as natural disasters and acts of terrorism, among others. The Master Services Agreements
“MSA” with our Network Operators does not contain any contractual indemnification provisions relating to network
outages or other disruptions. Any impact on their nationwide wireless communication networks could disrupt Ting’s
operations, require significant resources, result in a loss of subscribers or impair our ability to attract new subscribers,
which in turn could have a material adverse effect on our business, results of operations and financial condition.

We are dependent on technology used by our Network Operators. Wireless communications technology is evolving
rapidly. A significant change in current wireless network technologies or the emergence of alternative technologies
could reduce significantly our ability to offer a full range of data services, as compared to our competitors. If our
Network Operators fail to keep up with these changes, we may lose customers or may not be able to attract new
customers.

If our Network Operators terminate or determine that they do not wish to renew their Master Services Agreements on
expiration for any reason, we may be unable to obtain the wireless services necessary to operate our business. In
addition, transition to an alternative provider may be limited to a provider with a CDMA or GSM network as certain
of our handsets are not capable of operating on all networks. Such a transition could be time-consuming and costly
and we could lose a substantial number of customers during the transition period.

Our dependence on our Network Operators is not limited to our use of their nationwide networks. We rely on them
and their third-party affiliates for other critical operational matters, including:

continued expansion and improvement of their nationwide networks and their third-party affiliates’ networks, which
is expected to require additional investment;
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deployment of upgrades and maintenance of their nationwide networks;

maintenance by our Network Operators of their relationships with their third-party affiliates;

maintenance by our Network Operators and their third-party affiliates of FCC authorizations in good standing;

integration of new services into their nationwide networks;

certification of new handsets for use on their nationwide networks;

compliance with FCC, state E911 and other regulatory requirements;

obtaining telephone numbers;

maintenance of interconnection agreements; and

compliance with applicable laws and regulations.

Ting competes with Network Operators’ products and services, and we can provide no assurance of our continued

partnership with the Network Operators.

We compete with Network Operators’ products and services for mobile telephony services. In addition, our Network
Operators may from time to time create products or acquire interests in businesses that directly or indirectly compete

with us. As a result, their interests may be different from, or adverse to, ours. We can provide no assurance of our
continued partnership with the Network Operators.
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Risks related to Domain Services

We may not be able to maintain or improve our competitive position and may be forced to reduce our prices
because of strong competition in the market for Internet services generally and domain name registration, in
particular, which we expect will continue to intensify.

The market for Internet services generally and domain registrations in particular is intensely competitive and rapidly
evolving as participants strive to protect their current market share and improve their competitive position, and we
expect competition to intensify in the future. Most of our existing competitors are also expanding the variety of
services that they offer. These competitors include, among others, domain name registrars, website design firms,
website hosting companies, Internet service providers, Internet portals and search engine companies, including
Google, Microsoft, Web.com, GoDaddy, VeriSign and Yahoo!. Competitors like Microsoft, Google and Yahoo!, as
well as other large Internet companies, have the ability to offer these services for free or at a reduced price as part of a
bundle with other service offerings. If these companies decide to devote greater resources to the development,
promotion and sale of these new products and services, greater numbers of individuals and businesses may choose to
use these competitors as their starting point for creating an online presence and as a general platform for running their
online business operations. In particular, VeriSign may in the future decide to offer additional services that compete
with our domain name registration services or other services. If VeriSign were to become a competitor of ours in our
core business areas, VeriSign would likely enjoy a number of competitive advantages, including its position as the
largest registry, as well as superior financial and operational resources and customer awareness within our industry.

In addition, these and other large competitors, in an attempt to gain market share, may offer aggressive price discounts
on the services they offer. These pricing pressures may require us to match these discounts in order to remain
competitive, which would reduce our margins, or cause us to lose customers who decide to purchase the discounted
service offerings of our competitors. As a result of these factors, in the future it may become increasingly difficult for
us to compete successfully

We also face significant competition from other existing registrars and the continued introduction of new registrars in
the domain registration industry. Currently ICANN has over 2,100 active registrars who register domain names in one
or more of the generic top level domains, or gTLDs, that it oversees. Not all of these accredited registrars, however,
are operational. There are relatively few barriers to entry in this market, so as this market continues to develop we
expect the number of competitors to increase. The continued entry into the domain registration industry and the rapid
growth of some competitive registrars and service providers who have already entered the industry may make it
difficult for us to maintain our current market share. As a result, we may not be able to compete effectively.

In addition, we cannot predict the impact ICANN’s New gTLD Program will have on the domain name industry. Our
competitive position depends in part on our ability to secure access to these new gTLDs. A significant portion of our
business relies on our ability to sell domain name registrations to our customers, and any limitations on our access to
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new gTLDs could adversely impact our ability to sell domain name registrations to customers, and thus adversely
impact our business. In addition, the New gTLD Program could substantially change the domain name industry in
unexpected ways and is expected to result in an increase in the number of domains registered by our competitors. If
we do not properly manage our response to the change in business environment, and accurately predict the market’s
preference for specific gTLDs, it could adversely impact our competitive position or market share.

Each registry and the ICANN regulatory body impose a charge upon the registrar for the administration of each
domain registration. If these fees increase, this may have a significant impact upon our operating results.

Each registry typically imposes a fee in association with the registration of each domain. For example, Verisign, the
registry for .com, presently charges a $7.85 fee for each .com registration and ICANN currently charges a $0.18 fee
for each .com domain name registered in the generic top level domains, or gTLDs, that fall within its purview. We
have no control over these agencies and cannot predict when they may increase their respective fees. In terms of the
current registry agreement between ICANN and Verisign that was approved by the U.S. Department of Commerce in
November 2012, VeriSign will continue as the exclusive registry for the .com gTLD until November 2018. In
addition, pricing of New gTLDs is generally not set or controlled by ICANN, which could result in aggressive price
increases on any particularly successful New gTLDs. The increase in these fees with respect to any gTLDs either must
be included in the prices we charge to our service providers, imposed as a surcharge or absorbed by us. If we absorb
such cost increases, or if surcharges act as a deterrent to registration, our profits may be adversely impacted by these
third-party fees.

We rely on our network of resellers to renew their domain registrations through us and to distribute our services,
and if we are unable to maintain these relationships or establish new relationships, our revenues will decline.

The growth of our business depends on, among other things, our resellers’ renewal of their customers’ domain
registrations through us. Resellers may choose to renew their domains with other registrars or their registrants may
choose not to renew and pay for renewal of their domains. This may reduce our resellers’ number of domain name
registration customers which in turn would drive up their customer acquisition costs and harm our operating results. If
resellers decide, for any reason, not to renew their registrations through us, it may in turn reduce the market to which
our resellers could market our other higher-margin services, thereby further impacting our revenue and profitability
and harming our operating results.
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We believe that companies operating on the Internet are facing a period of consolidation. In addition, some of our
resellers may decide to seek ICANN accreditation. Both of these situations could reduce the number of our active
resellers, in which case our revenues may suffer.

If any of our competitors merge with one another, they will present a stronger combined force in the market and may
attract the business of both existing and prospective resellers. In addition, our resellers may opt to build their own
technical systems and seek ICANN accreditation in order that they may process domain applications themselves. If a
number of our customers decide to pursue this option, our sales may decrease materially.

Our failure to secure agreements with country code registries or our subsequent failure to comply with the
regulations of the country code registries could cause customers to seek a registrar that offers these services.

The country code top-level domain, or ccTLD, registries require registrars to comply with specific regulations. Many
of these regulations vary from ccTLD to ccTLD. If we fail to comply with the regulations imposed by ccTLD
registries, these registries will likely prohibit us from registering or continuing to register domains in their ccTLD.
Any failure on our part to offer domain registrations in a significant number of ccTLDs or in a popular ccTLD would
cause us to lose a competitive advantage and could cause resellers to elect to take their business to a registrar that does
offer these services.

Our standard agreements may not be enforceable, which could subject us to liability.

We operate on a global basis and all of our resellers must execute our standard agreements that govern the terms of the
services we provide to our customers. These agreements contain provisions intended to limit our potential liability
arising from the provision of services to our resellers and their customers, including liability resulting from our failure
to register or maintain domains properly, from downtime or poor performance with respect to our Internet services, or
for insecure or fraudulent transactions pursuant to which we have issued SSL certificates. As most of our customers
purchase our services online, execution of our agreements by resellers occurs electronically or, in the case of our terms
of use, is deemed to occur because of a user’s continued use of the website following notice of those terms. We believe
that our reliance on these agreements is consistent with the practices in our industry, but if a domestic, foreign or
international court were to find that either one of these methods of execution is invalid or that key provisions of our
services agreements are unenforceable, we could be subject to liability that has a material adverse effect on our
business or we could be required to change our business practices in a way that increases our cost of doing business.

Regulation could reduce the value of Internet domain names or negatively impact the Internet domain acquisition
process, which could significantly impair the value attributable to our acquisitions of Internet domain names.
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The acquisition of expiring domain names for parked page commercialization, the sale of names or acquisition of
names for other uses involves the registration of thousands of Internet domain names, both in the United States and
internationally. We have acquired and intend to continue to acquire previously-owned Internet domain names that
have expired and have, following the period of permitted reclamation by their prior owners, been made available for
sale. The acquisition of Internet domain names generally is governed by federal or international regulatory bodies.
The regulation of Internet domain names in the United States and in foreign countries is subject to change. Regulatory
bodies could establish additional requirements for previously-owned Internet domain names or modify the
requirements for holding Internet domain names. As a result, we might not acquire or maintain names that contribute
to our financial results in the same manner as we currently do. Because certain Internet domain names are important
assets, a failure to acquire or maintain such Internet domain names could adversely affect our financial results and our
growth. Any impairment in the value of these important assets could cause our stock price to decline.

We have presence in the hosted messaging and email market, which is a volatile business.

Factors that are likely to contribute to fluctuations in our operating results from provisioning hosted email services
include:

the demand for outsourced email services;

our ability to attract and retain customers and provide customer satisfaction;

the ability to upgrade, develop and maintain our systems and infrastructure and to effectively respond to the rapid
technological changes in the email market;

the budgeting and payment cycles of our existing and potential customers;

the amount and timing of operating costs and capital expenditures relating to expansion of the email service; and

the introduction of new or enhanced services by competitors.
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In order to succeed in the hosted email business, our email product must remain competitive. We believe that some of
the competitive factors affecting the market for hosted email services include:

breadth of platform features and functionality of our offering and the sophistication and innovation of our
competitors;

scalability, reliability, performance and ease of expansion and upgrade;

ease of integration with customers’ existing systems; and

flexibility to enable customers to manage certain aspects of their systems and leverage outsourced services in other
cases when resources, costs and time to market reasons favor an outsourced offering.

We believe competition will continue to be strong and further increase as our market attracts new competition, current
competitors aggressively pursue customers, increase the sophistication of their offerings and as new participants enter
the market. Many of our current and potential competitors have longer operating histories, larger customer bases,
greater brand recognition in the business and greater financial, marketing and other resources than we do. Any delay
in our development and delivery of new services or enhancement of existing services would allow our competitors
additional time to improve their product offerings and provide time for new competition to develop and market
messaging services. Increased competition could result in pricing pressures, reduced operating margins and loss of
market share, any of which could cause our financial results to decline.

If we are unable to maintain our relationships with our customers our revenue may decline.

Our network of resellers is our principal source for distributing services. We also rely on our resellers to market,
promote and sell our services. Our ability to increase revenues in the future will depend significantly on our ability to
maintain our reseller network, to sell more services through existing resellers and to develop our relationships with
existing resellers by providing customer and sales support and additional products. Resellers have no obligations to
distribute our services and may stop doing so at any time. If we are not able to maintain our relationships with
resellers, our ability to distribute our services will be harmed, and our revenue may decline.

Disputes over registration of domain names, the activities of our reseller’s customers or the content of their
websites could subject us to liability and could negatively affect the public’s perception of our corporate image.
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As aregistrar of domain names services, we may be subject to potential liability for illegal activities by our resellers’
customers on their websites. We provide an automated service that enables users to register domain names. We do not
monitor or review, nor does our accreditation agreement with ICANN require that we monitor or review, the
appropriateness of the domain names we register for our customers or the content of their websites, and we have no
control over the activities in which these customers engage. While we have policies in place to terminate domain
names or to take other action if presented with evidence of illegal conduct, customers could nonetheless engage in
prohibited activities without our knowledge.

Several bodies of law may be deemed to apply to us with respect to various customer activities. Because we operate in
a relatively new and rapidly evolving industry, and since our industry is characterized by rapid changes in technology
and in new and growing illegal activity, these bodies of laws are constantly evolving. Some of the laws that apply to
us with respect to certain customer activities include the following:

The Communications Decency Act of 1996, or CDA, generally protects online service providers, such as Tucows,
from liability for certain activities of their customers, such as posting of defamatory or obscene content, unless the
online service provider is participating in the unlawful conduct. Notwithstanding the general protections from
liability under the CDA, we may nonetheless be forced to defend ourselves from claims of liability covered by the
CDA, resulting in an increased cost of doing business.

The Digital Millennium Copyright Act of 1998, or DMCA, provides recourse for owners of copyrighted material
who believe that their rights under U.S. copyright law have been infringed on the Internet. Under this statute, we
generally are not liable for infringing content posted by third parties. However, if we receive a proper notice from a
copyright owner alleging infringement of its protected works by web pages for which we provide hosting services,
and we fail to expeditiously remove or disable access to the allegedly infringing material, fail to post and enforce a
digital rights management policy or a policy to terminate accounts of repeat infringers, or otherwise fail to meet the
requirements of the safe harbor under the statute, the owner may seek to impose liability on us.

15

31



Edgar Filing: TUCOWS INC /PA/ - Form 10-K

Although established statutory law and case law in these areas to date generally have shielded us from liability for
customer activities, court rulings in pending or future litigation may serve to narrow the scope of protection afforded
us under these laws. In addition, laws governing these activities are unsettled in many international jurisdictions, or
may prove difficult or impossible for us to comply with in some international jurisdictions. Also, notwithstanding the
exculpatory language of these bodies of law, we may be embroiled in complaints and lawsuits which, even if
ultimately resolved in our favor, add cost to our doing business and may divert management’s time and attention.
Finally, other existing bodies of law, including the criminal laws of various states, may be deemed to apply or new
statutes or regulations may be adopted in the future, any of which could expose us to further liability and increase our
costs of doing business.

Domain name registrars also face potential tort law liability for their role in wrongful transfers of domain names. The
safeguards and procedures we have adopted may not be successful in insulating us against liability from such claims
in the future. In addition, we face potential liability for other forms of “domain name hijacking,” including
misappropriation by third parties of our network of customer domain names and attempts by third parties to operate
websites on these domain names or to extort the customer whose domain name and website were misappropriated.
Furthermore, our risk of incurring liability for a security breach on a customer website would increase if the security
breach were to occur following our sale to a customer of an SSL certificate that proved ineffectual in preventing it.
Finally, we are exposed to potential liability as a result of our private domain name registration service, wherein we
become the domain name registrant, on a proxy basis, on behalf of our customers. While we have a policy of
providing the underlying Whois information and reserve the right to cancel privacy services on domain names giving
rise to domain name disputes including when we receive reasonable evidence of an actionable harm, the safeguards
we have in place may not be sufficient to avoid liability in the future, which could increase our costs of doing
business.

Other Risks Related to Our Business

The international nature of our business exposes us to certain business risks that could limit the effectiveness of
our growth strategy and cause our results of operations to suffer.

Expansion into international markets is an element of our growth strategy. Introducing and marketing our services
internationally, developing direct and indirect international sales and support channels and managing foreign
personnel and operations will require significant management attention and financial resources. We face a number of
risks associated with expanding our business internationally that could negatively impact our results of operations,
including:

management, communication and integration problems resulting from cultural differences and geographic dispersion;
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compliance with foreign laws, including laws regarding liability of online resellers for activities of customers and
more stringent laws in foreign jurisdictions relating to the privacy and protection of third-party data;

accreditation and other regulatory requirements to provide domain name registration, website hosting and other
services in foreign jurisdictions;

competition from companies with international operations, including large international competitors and entrenched
local companies;

to the extent we choose to make acquisitions to enable our international expansion efforts, the identification of
suitable acquisition targets in the markets into which we want to expand;

difficulties in protecting intellectual property rights in international jurisdictions;

political and economic instability in some international markets;

sufficiency of qualified labor pools in various international markets;

currency fluctuations and exchange rates;

potentially adverse tax consequences or an inability to realize tax benefits; and

the lower level of adoption of the Internet in many international markets.
We may not succeed in our efforts to expand our international presence as a result of the factors described above or

other factors that may have an adverse impact on our overall financial condition and results of operations.
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We currently license many third party technologies and may need to license further technologies which could delay
and increase the cost of product and service developments.

We currently license certain technologies from third parties and incorporate them into certain of our services including
email, anti-spam and anti-virus. The Internet services market is evolving and we may need to license additional
technologies to remain competitive. We may not be able to license these technologies on commercially reasonable
terms or at all. To the extent we cannot license necessary solutions, we may have to devote our resources to
development of such technologies, which could delay and increase the cost of product and service developments
overall.

In addition, we may fail to successfully integrate licensed technology into our services. These third party licenses may
expose us to increased risks, including risks related to the integration of new technology and potential intellectual
property infringement claims. In addition, an inability to obtain needed licenses could delay product and service
development until equivalent technology can be identified, licensed and integrated. Any delays in services or
integration problems could hinder our ability to attract and retain customers and cause our business and operating
results to suffer.

Our advertising revenues may be subject to fluctuations.

We believe that Internet advertising spending, as in traditional media, fluctuates significantly with economic cycles
and during any calendar year, with spending being weighted towards the end of the year to reflect trends in the retail
industry. Our advertisers can generally terminate their contracts with us at any time. Advertising spending is
particularly sensitive to changes in general economic conditions and typically decreases when economic conditions
are not favorable. A decrease in demand for Internet advertising could have a material adverse effect on our business,
financial condition and results of operations.

We may acquire companies or make investments in, or enter into licensing arrangements with, other companies
with technologies that are complementary to our business and these acquisitions or arrangements could disrupt our
business, cause us to require additional financing and dilute your holdings in our company.

We may acquire companies, assets or the rights to technologies in the future in order to develop new services or
enhance existing services, to enhance our operating infrastructure, to fund expansion, to respond to competitive
pressures or to acquire complementary businesses. Entering into these types of arrangements entails many risks, any
of which could materially harm our business, including:
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the diversion of management’s attention from other business concerns;

the failure to effectively integrate the acquired technology or company into our business;

the incurring of significant acquisition costs;

the loss of key employees from either our current business or the acquired business; and

the assumption of significant liabilities of the acquired company.

In addition, absent sufficient cash flows from operations, we may need to engage in equity or debt financings to secure
additional funds to meet our operating and capital needs. We may not be able to secure additional debt or equity
financing on favorable terms, or at all, at the time when we need that funding. In addition, even though we may have
sufficient cash flow, we may still elect to sell additional equity or debt securities or obtain credit facilities for other
reasons. If we raise additional funds through further issuances of equity or convertible debt securities, our existing
shareholders could suffer significant dilution in their percentage ownership of our company, and any new equity
securities we issue could have rights, preferences and privileges senior to those of holders of our common stock. Any
debt financing secured by us in the future could involve restrictive covenants relating to our capital raising activities
and other financial and operational matters, which might make it more difficult for us to obtain additional capital, to
pay dividends and to pursue business opportunities, including potential acquisitions. In addition, if we decide to raise
funds through debt or convertible debt financings, we may be unable to meet our interest or principal payments.

Any of the foregoing or other factors could harm our ability to achieve anticipated levels of profitability from acquired
businesses or to realize other anticipated benefits of acquisitions. We may not be able to identify or consummate any
future acquisitions on favorable terms, or at all. If we do effect an acquisition, it is possible that the financial markets
or investors will view the acquisition negatively. Even if we successfully complete an acquisition, it could adversely
affect our business.
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Our corporate culture has contributed to our success, and if we cannot maintain this culture as we grow, we could
lose the innovation, creativity and teamwork fostered by our culture, and our business may be harmed.

We believe that a critical contributor to our success has been our corporate culture, which we believe fosters
innovation, creativity and teamwork. As our organization grows and we are required to implement more complex
organizational management structures, we may find it increasingly difficult to maintain the beneficial aspects of our
corporate culture. This could negatively impact our future success.

Our business depends on a strong brand. If we are not able to maintain and enhance our brand, our ability to
expand our customer base will be impaired and our business and operating results will be harmed.

In recognition of the evolving nature of the internet services market and to make it easier to clearly differentiate each
service we offer from our competitors, we enhanced our branding by focusing our service offerings under four distinct
brands namely “OpenSRS”, “YummyNames”, “Hover” and “Ting”. We also believe that maintaining and enhancing the
“Tucows” corporate brand and our service brands is critical to expanding our customer base. We anticipate that, as our
market becomes increasingly competitive, maintaining and enhancing our brands may become increasingly difficult

and expensive. Maintaining and enhancing our brands will depend largely on our ability to be a technology leader
providing high quality products and services, which we may not do successfully. To date, we have engaged in

relatively little direct brand promotion activities. This enhances the risk that we may not successfully implement brand
enhancement efforts in the future.

If we fail to protect our proprietary rights, the value of those rights could be diminished.

We rely upon copyright, trade secret and trademark law, confidentiality and nondisclosure agreements, invention
assignment agreements and work-for-hire agreements to protect our proprietary technology, all of which offer only
limited protection. We cannot ensure that our efforts to protect our proprietary information will be adequate to protect
against infringement and misappropriation by third parties, particularly in foreign countries where laws or law
enforcement practices may not protect proprietary rights as fully as in the United States of America and Canada.

We have licensed, and may in the future license, some of our trademarks and other proprietary rights to others. Third
parties may also reproduce or use our intellectual property rights without seeking a license and thus benefit from our
technology without paying for it. Third parties could also independently develop technology, processes or other
intellectual property that are similar to or superior to those used by us. Actions by licensees, misappropriation of the
intellectual property rights or independent development by others of similar or superior technology might diminish the
value of our proprietary rights or damage our reputation.
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The unauthorized reproduction or other misappropriation of our intellectual property rights, including copying the
look, feel and functionality of our website could enable third parties to benefit from our technology without us
receiving any compensation. The enforcement of our intellectual property rights may depend on our taking legal
action against these infringing parties, and we cannot be sure that these actions will be successful.

Because of the global nature of the Internet, our websites can be viewed worldwide. However, we do not have
intellectual property protection in every jurisdiction. Furthermore, effective trademark, service mark, copyright and
trade secret protection may not be available in every country in which our services become available over the Internet.
In addition, the legal standards relating to the validity, enforceability and scope of protection of intellectual property
rights in Internet-related industries are uncertain and still evolving.

We may not be able to realize the intended and anticipated benefits from our acquisitions of expiring domain
names, which could affect the value of these acquisitions to our business and our ability to meet our financial
obligations and targets.

We may not be able to realize the intended and anticipated benefits that we currently expect from our acquisition of
expiring domain names. These intended and anticipated benefits include increasing our cash flow from operations,
broadening our Internet service offerings and delivering services that strengthen our reseller relationships.

Factors that could affect our ability to achieve these benefits include:

A significant amount of revenue attributed to our domain name assets comes from the provision of personalized
email services and the generation of revenue from third party advertisements on parked pages. Some of our existing
resellers who provide similar services may perceive this as a competitive threat and therefore may decide to
terminate their agreements with us because of our acquisitions of a substantial number of expiring domain names.

We will need to continue to acquire commercially valuable expiring domain names to grow our presence in the field
of direct navigation. We will need to continuously improve our technologies to acquire valuable expiring domain
names as competition in the marketplace for appropriate expiring domain names intensifies. Our domain name
acquisition efforts are subject to rules and guidelines established by registries which maintain Internet domain name
registrations and other registrars who process and facilitate Internet domain name registrations. The registries and
registrars may change the rules and guidelines for acquiring expiring domains in ways that may prove detrimental to
our domain name acquisition efforts.

The business of direct navigation is dependent on current technologies and user practices. If browser or search
technologies were to change significantly, the practice of direct navigation may be altered to our disadvantage.
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If the acquired assets are not integrated into our business as we anticipate, we may not be able to achieve the benefits
of these acquired assets or realize the value paid for the asset acquisitions, which could materially harm our business,