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business day of the Registrant’s most recently completed second fiscal quarter was approximately $8,661,176.
The number of shares outstanding of the registrant’s common equity was 5,278,778 as of March 12, 2019.
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DOCUMENTS INCORPORATED BY REFERENCE
Portions of the Proxy Statement for the 2019 Annual Meeting of Stockholders are incorporated by reference into Part
III. A definitive Proxy Statement pursuant to Regulation 14A will be filed with the Commission for required sections.
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This annual report on Form 10-K (this "Report") contains statements that are considered forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933, as amended, and its rules and regulations (the
"Securities Act"), and Section 21E of the Securities Exchange Act of 1934, as amended, and its rules and regulations
(the "Exchange Act"). When used in this Report, the words “anticipate”, “expect”, “plan”, “believe”, “seek”, “estimate” and sit
expressions are intended to identify such forward-looking statements. These are statements that relate to future periods
and include, but are not limited to, statements about the features, benefits and performance of our Rich Media
products, our ability to introduce new product offerings and increase revenue from existing products, expected
expenses including those related to selling and marketing, product development and general and administrative, our
beliefs regarding the health and growth of the market for our products, anticipated increase in our customer base,
expansion of our products functionalities, expected revenue levels and sources of revenue, expected impact, if any, of
legal proceedings, the adequacy of liquidity and capital resources, and expected growth in business. Forward-looking
statements are subject to risks and uncertainties that could cause actual results to differ materially from those
projected. These risks and uncertainties include, but are not limited to, market acceptance for our products, our ability
to attract and retain customers and distribution partners for existing and new products, our ability to control our
expenses, our ability to recruit and retain employees, the ability of distribution partners to successfully sell our
products, legislation and government regulation, shifts in technology, global and local business conditions, our ability
to effectively maintain and update our products and service portfolio, the strength of competitive offerings, the prices
being charged by those competitors, and the risks discussed elsewhere herein. These forward-looking statements
speak only as of the date hereof. We expressly disclaim any obligation or undertaking to release publicly any updates
or revisions to any forward-looking statements contained herein to reflect any change in our expectations with regard
thereto or any change in events, conditions or circumstances on which any such statement is based.

PART

Table of Contents

ITEM 1. BUSINESS
Who We Are

Sonic Foundry (OTC Pink Sheets:SOFO) (the “Company”) is the global leader for video capture, management and
streaming solutions. Trusted by more than 4,900 educational institutions, corporations, health organizations and
government entities in over 65 countries, its Mediasite Video Platform quickly and cost-effectively automates the
capture, management, delivery and search of live and on-demand streaming videos.

Sonic Foundry, Inc. was founded in 1991, incorporated in Wisconsin in March 1994 and merged into a Maryland
corporation of the same name in October 1996. Our executive offices are located at 222 West Washington Ave.,
Madison, Wisconsin 53703 and our telephone number is (608) 443-1600. Our Sonic Foundry International B.V.
("Sonic Foundry International") (formerly Media Mission B.V.) office is located in the Netherlands, and our Mediasite
K.K. ("Mediasite KK" or "MSKK") office is located in Japan. Our corporate website is www.sonicfoundry.com. In
the “Investors” section of our website we make available, free of charge, our annual report on Form 10-K, quarterly
reports on Form 10-Q, current reports on Form 8-K and amendments to reports required to be filed pursuant to
Sections 13(a) and 15(d) of the Securities Exchange Act of 1934, as soon as reasonably practicable after the filing of
such reports with the Securities and Exchange Commission.

Challenges We Address
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Every organization faces a fundamental need to share information and communicate efficiently. Universities and
colleges connect instructors with students to educate and prepare the next generation. Businesses strive for effective
communication and collaboration among employees to provide value to customers. Government agencies must keep
partners, stakeholders and constituents informed to operate effectively. And yet, communication and e-learning
challenges remain, including how to:

dmprove learners’ academic and professional success

Keep geographically-dispersed audiences and mobile teams connected
Boost productivity and overall organizational knowledge

Reduce logistical and financial impacts of day-to-day communications

Sonic Foundry Solutions
Sonic Foundry transforms the way organizations share and use information with these video solutions:

Mediasite Video Platform
Mediasite Video Platform is a scalable on-premises solution to publish, stream, manage, search and analyze all video.
With Mediasite Video Platform, enterprises and education institutions:
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Stream live and on-demand video to any device

Create an enterprise or campus YouTube with Mediasite Showcase

Automatically publish video to their learning management system (LMS), content management system (CMS),
training portal or any website

Deepen engagement and improve learning with quizzing, annotations, comments, polls, surveys and other interactive
tools

Search everything with fully indexed audio, video and slide content

Monitor who is watching what videos when to measure learner engagement and outcomes

Centrally manage and secure any video

Mediasite Video Cloud

Mediasite Video Cloud is a secure, reliable SaaS (Software as a Service) solution offering the same capabilities as
Mediasite Video Platform to publish, stream, manage, search and analyze all video. Customers conveniently host and
manage all of their content with Mediasite Video Cloud, or use it as needed for large events to divert heavy viewing
traffic from their on-premises Mediasite Video Platform. Our co-located and high availability data center and
experienced team successfully manage customers’ cloud-based video streaming in a secure, fault-tolerant environment.

Mediasite Capture Solutions

Valuable knowledge and expertise is shared every minute, but what’s the best way to capture that knowledge before it
evaporates into thin air? Mediasite provides flexible options to record and upload any video-based content from
anywhere.

My Mediasite: My Mediasite makes it a snap for instructors, employees and students to create great looking videos,
screencasts and slideshows from their computers or mobile devices. From demos and video training to flipped classes,
lectures and assignments, everything to record, upload, manage and publish personal videos is in one simple-to-use
tool, requiring no pro video skills.

Mediasite RL Recorders: The RL Series of built-in room appliances uses schedule-based capture and advanced
audio/video integration to fully automate video and content recording in lecture halls, training rooms, simulation labs
and auditoriums. Instructors and speakers teach and present as they are most comfortable, free from technology
worries and confident that everything they say and show is captured.

Mediasite RL Mini: The Mini provides the automation and high-quality capture Mediasite is known for in a compact,
affordable device, ensuring even more students never miss a lecture. With the Mini, there’s no need for AV in the
room. Instructors simply plug in their laptop and camera and start teaching. The plug-and-play device makes it easy to
build or expand an automated lecture capture programs in community colleges, vocational-tech schools, small
departments and even K12 classrooms.

Mediasite Catch: Mediasite Catch provides a scalable, economical solution to extend video capture to any classrooms
on campus, even if they’re not equipped with extensive audio/video capabilities. Combining the reliability of
Mediasite’s recorder-based scheduling automation with the affordability and simplicity of podium-based software,
Mediasite Catch provides faculty a worry-free classroom recording experience.

Mediasite ML Recorders: Anyone can be a video producer with the ML Series of portable recording solutions to
capture and stream broadcast-quality video. Designed for on-the-go webcasting, hybrid events, guest speakers and
conferences, Mediasite ML’s lightweight design moves easily from location to location and can be set up and ready to
record in only a few minutes.

Mediasite Join: Real-time video is how today’s best teams, businesses and schools collaborate, exchange ideas and get
things done. But too often great ideas, subject matter expertise and important details are forgotten or left behind when
a video call ends. Mediasite Join automatically records video and web conferences, transforming them into valuable,
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searchable video on demand.

Mediasite Events
Mediasite Events is a leading global provider of live and on-demand webcasting services for conferences, hybrid
events and high-profile broadcasts, supplying turnkey streaming solutions for hundreds of events each year. Fortune
500 companies, universities, associations, sporting events and charitable organizations use Mediasite Events to
produce high-quality online event experiences. With Mediasite Events, customers:
€xpand their audience reach by streaming to those that cannot attend in person
Maximize event ROI by generating additional revenue streams from video recordings
Differentiate themselves from competing events
Bolster training and communication effectiveness with interactive video and audience engagement
tools
Build stronger teams and deepen morale
Save travel time and money
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{mprove retention and learning outcomes

Mediasite Services

Organizations maximize their return on video with these additional Mediasite Services:

Advanced Integration Services: The value of Mediasite grows when customers’ video assets and streaming workflows
seamlessly integrate with the systems that drive their online learning, training or communication strategies. Mediasite
Advanced Integration Services provides the resources and expertise to incorporate Mediasite video creation,
management and delivery processes into existing or planned application platforms, infrastructures and workflows.
Leveraging Mediasite’s open architecture and application programming interfaces (APIs), Sonic Foundry developers
collaborate with customers to scope, design and implement a Mediasite solution tailored to their unique requirements.
Installation Services: Sonic Foundry provides on-site consulting and installation services to help customers optimize
deployments and efficiently integrate Mediasite within existing AV and IT infrastructures, processes and workflows.
Training Services: Expert Sonic Foundry trainers provide the necessary knowledge transfer so organizations feel
confident in using, managing and leveraging Mediasite’s capabilities. On-site training is customized to specific
requirements and skill levels, while online training provides convenient anytime access to a web-based catalog of
training modules.

Mediasite Monitoring Service: Customers get near real time monitoring of all Mediasite assets, proactive incident
notification and Sonic Foundry support response for critical issues, exceptions and anticipated issues that may impact
day-to-day Mediasite operations.

Mediasite Customer Care
Standard and Enhanced Customer Care plans give customers peace of mind knowing that they have access to expert
technical skills at the level they need.

With a Mediasite Standard Customer Care plan, customers are entitled to:

Software upgrades and updates for Mediasite Video Platform and Mediasite Capture Solutions

Unlimited technical support assistance

Mediasite Recorder hardware warranty extension

Advanced Mediasite Recorder replacement

:Authorized access to the Mediasite Customer Care Portal for 24/7 case management, software downloads,
documentation, the Mediasite Knowledge Base and other technical resources

Authorized access to the Mediasite Community for online training videos, customer-exclusive webcasts, peer-to-peer
best practice sharing and more

Enhanced Customer Care clients receive the most comprehensive access to Sonic Foundry’s world-class technical
expertise by selecting the services that are of greatest value to their organization. The Enhanced Plan includes
everything in the Standard Plan, plus any combination of these services:

Priority technical support with queue bypass and support case escalation

Proactive Mediasite version administration and management

Mediasite roadmap discussions with Sonic Foundry’s executive team

€xclusive training and an annual call with a Mediasite consultant

Nearly all of our customers purchase a Customer Care plan when they purchase Mediasite Video Platform or
Mediasite Capture Solutions.
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Annual service contracts for Mediasite Video Cloud include a Standard Customer Care plan.

What Sets Mediasite Apart?

For enterprises to maximize their return on video, it takes more than capturing, storing and streaming content. The true
impact and power of video is realized when content is transformed into highly interactive learning experiences rich
with searchable metadata and detailed viewing statistics. Mediasite provides:

Complete platform addressing the entire video lifecycle - From content creation and delivery to retention and
management. Mediasite’s portfolio of video solutions provides customers maximum flexibility and scalability to
develop a comprehensive enterprise video strategy.

6
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Interactive, consistent playback experiences across devices - Mediasite involves the viewer in their online video
.experience with polls, bookmarks, sharing, ask-a-question, resource links and more. Plus, Mediasite’s consistent
playback experience across all devices significantly reduces learning curves and accelerates adoption and content
mastery.

Auto-indexing and powerful video search - As a video search pioneer for over a decade, we have substantial
experience in search precision. Mediasite SmartSearch automatically makes all videos as searchable as text, so
keywords can be found anywhere - in audio, slides, handwriting, video or tags.

Deep viewership analytics - Mediasite’s powerful video analytics and built-in reports show exactly who is watching
what and when. It’s the deep insight users need to understand viewing behaviors and engagement, to measure video’s
impact and value and make informed decisions.

Unmatched support network - Sonic Foundry and the growing Mediasite Community provide a reliable, collaborative
support network for all Mediasite customers. Our worldwide network of field-based system engineers and responsive
customer care ensure that customers have resources committed to their success. Plus, with nearly 2,000 active
customers, the Mediasite Community is one of the most vibrant and growing user communities for video, webcasting,
lecture capture and e-learning. Members share ideas and get feedback year-round from community experts through a
private online portal, customer-exclusive webcasts and unrivaled networking and learning opportunities at the global
Mediasite user conference and other regional customer events.

Sonic Foundry Solutions in Higher Education:

Among post-secondary institutions, Mediasite is used for all academic and campus environments, including:
{ ecture capture

Flipped classroom instruction: students view lectures from home and use classroom time for discussion
8Blended, hybrid and distance learning

Continuing education

€Campus YouTube

Special events: commencement, guest speakers, sporting events, etc.

Faculty training and development

Student video projects

Recruitment and admissions

University business: leadership meetings, alumni relations, outreach

Higher education institutions consistently report that Mediasite:
{mproves student learning outcomes
Keeps their institution competitive by supporting higher enrollment and/or tuition without new
classrooms
Empowers faculty with technology supporting new teaching pedagogies both in the classroom and online
Boosts campus outreach, recruitment efforts and awareness of campus events
Helps campuses manage, secure and search all campus video

To remain relevant, colleges and universities are striving to differentiate themselves through technical leadership as a
means to attract tech-savvy students, while balancing their campus technology improvements with systems that
faculty will embrace and adopt. As a result, the education market is restructuring and increasing investments around
online learning.

11
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Historically, graduate programs and STEM (science, technology, engineering and math)-oriented degree programs in
schools of medicine, nursing, engineering or business have comprised the majority of our academic customer base.
We are now experiencing heightened market demand for academic video within undergraduate and community
college programs as well.

Frost & Sullivan analysts report that the academic lecture capture market is “characterized by growing cloud-based
deployments, enormous shifts in the technological demands of students, growing use of data analytics to measure
student engagement, the increasing use of multi-source video capture to enrich user experience, and deeper in-video
metadata schema to improve searchability.” Further, they estimate the lecture capture market crossed $270 million in
revenue in 2017. (Global Academic Lecture Capture Systems Market report, 2018)

The visible integration of video-based learning into core university applications like learning management systems
(LMSes) and the success of bundled online learning technology solutions are two healthy indicators for the
widespread adoption of campus video. LMSes like Canvas by Instructure, Brightspace™, Blackboard®, Moodle and
Sakai are ubiquitous in the education enterprise. As the foundation for e-learning, these systems are rapidly evolving
to be students’ single-source portal for all course-related materials including recorded lecture and assignment videos.
Mediasite’s packaged LMS integrations and support for the

7
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Learning Tools Interoperability (LTI) standard, address the need to make learning content accessible to students when
and where they need it. Similarly, video management platforms are emerging as repositories for campus’ media-centric
content. These platforms provide additional opportunities through which to make Mediasite content accessible to
faculty, staff and students.

Sonic Foundry Solutions in the Enterprise:

Executives, event planners and line-of-business managers for human resources, talent development, sales, marketing,
and customer service are pushing for more video in their organizations to improve communication, collaboration and
results.

Mediasite has numerous applications within medium to large corporate, healthcare and government enterprises:

In corporate enterprises it is used for:

Executive communications: town hall meetings, all-hands meetings

Workforce development: onboarding and training, HR communications, policy documentation
Secure corporate YouTube

Sales, marketing and customer support

dnvestor relations: earnings calls, analyst briefings, annual reports

Conferences and events: user group, sales and annual meetings

In health-related enterprises it is used for:

€Continuing medical education, medical conferences and seminars
Grand rounds, simulations and procedural training

Pharmaceutical and new product education

Caregiver and patient education

£mergency response coordination and public health announcements
Research and collaboration

In government agencies it is used for:

raining and compliance

dnter- and intra-agency communications

{ egislative proceedings

Constituent outreach, committee meetings, public safety announcements
Relief work, military coordination, emergency preparedness

Through interviews across these verticals, enterprise customers report that Mediasite:

€xpands training and communications opportunities

Cuts travel and meeting expenses

Boosts efficiency by allowing participants to watch when it’s convenient to avoid interruptions and increase retention
Helps build stronger teams through direct management and employee communications

Wainhouse Research reports that healthcare organizations are making increased investments in streaming video,
which is poised for explosive growth. In an August 2017 survey, nearly 9 out of 10 (89%) healthcare respondents
described streaming video as an effective tool for communicating work-related information. In addition, 77% percent
said online training sessions can match or exceed the opportunities in the traditional classroom setting. “Healthcare

13
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managers are embracing emerging technologies (like streaming video) that can help them communicate with their
teams more effectively,” the firm wrote. (Prescribing New Solutions for Communications in Healthcare, 2017)

Future Direction

Video management, webcasting and lecture capture are becoming an everyday part of the way people work and learn.

We strive to shorten the time it takes to not only capture and distribute information but to also transform video into

more interactive, discoverable content with rich management, search and analytics capabilities. As a company, we are

helping create and manage the video libraries of tomorrow. Our ongoing innovations focus on supporting this vision

by:

Advancing enterprise video content management to accommodate organizations’ existing digital video assets, content

generated from third-party video sources and the corresponding metadata associated with those video assets.
Introducing new applications to easily publish, search and retrieve videos from a video library as well as
expanding and automating Mediasite’s powerful multi-modal search capabilities.
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Offering the industry’s widest variety of content capture solutions capable of scaling economically across entire
organizations and allowing anyone, on any device, to capture and share their knowledge or expertise.

Delivering content capture solutions that test the limits of recording, synchronizing and playing back multiple high
definition video sources.

Supporting consistent, interactive content playback experiences across all viewing devices.

Deepening integration with core enterprise platforms including collaborative platforms like video and web
conferencing, learning and course management systems (LMS/CMS), content management systems and student
information systems (SIS).

{ntroducing market-driven innovations to our Mediasite Video Cloud offering.

Segment Information

We have determined that in accordance with the Financial Accounting Standards Board (“FASB”) Accounting
Standards Codification (“ASC”) 280-10, Segment Reporting, we operate in three operating segments, however these
segments meet the criteria for aggregation for reporting purposes as one reporting segment as of September 30, 2018.

Billings and Distribution

Our services are typically billed and collected in advance of providing the service. Billings, which are a non-GAAP
measure, are a better indicator of customer activity and cash flow than revenue is, in management’s opinion, and is
therefore used by management as a key operational indicator. Billings is computed by combining revenue with the

change in unearned revenue.

Our largest individual customers are typically value added resellers (“VARs”) and distributors since the majority of our
end users require additional complementary products and services which we do not provide. Accordingly, in fiscal
2018 and 2017 one master distributor, Synnex Corporation (“Synnex”), contributed 6% and 11%, respectively, of total
world-wide billings. A second master distributor, Starin Marketing, Inc. (“Starin”), contributed 11% and 15% of total
world-wide billings in fiscal 2018 and 2017, respectively. As master distributors, Synnex and Starin fulfill

transactions to VARSs, end users and other distributors. No other customer represented over 10% of billings in 2018 or
2017.

Sales

We sell and market our offerings through a sales force that manages a channel of value-added resellers, system
integrators, consultants and distributors. These third party representatives specialize in understanding both audio/video
systems and IT networking. In fiscal 2018, we utilized two master distributors in the U.S. and approximately 250
resellers, and sold our products to over 1,225 total end users. Our focus has been primarily in the United States and
primarily to customers we have identified as having the greatest potential for high use; that is, organizations with
presenters, trainers, lecturers, marketers, event planners and leaders who have a routine need to communicate to many
people in higher education, government, health and certain corporate markets. Despite our historical attention on the
United States market, reseller, customer interest and sales outside the United States has grown and accordingly, we
made two international acquisitions in fiscal 2014 in the Netherlands and Japan, significantly increasing our
international headcount in sales, operations, technical and administrative positions. To date, we have sold our products
to customers in over 65 countries outside the United States. Total non-GAAP billings for Mediasite product and
support outside the United States totaled 36% and 43% in fiscal 2018 and 2017, respectively.
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Market expansion: Over two-thirds of our revenue is realized from the education market. Recent trends including the
economic recovery are driving more students, particularly adult learners, to seek online education options. Similarly,
demand for lecture capture within undergraduate, community college and blended learning programs is demonstrating
growth. This development represents an emerging trend beyond the traditional academic customer base for the
company, which has primarily consisted of post-graduate, distance learning and technical degree programs.

For our higher education as well as corporate, government and association clients, we anticipate economic conditions
will expand market demand for more outsourced services versus licensed sales. Over the last two years, the company
has made extensive capital and technology investments to advance its services model with turnkey event webcasting, a
comprehensive cloud-based Software as a Service (SaaS) datacenter, and e-commerce capabilities that position us
well to deliver more diversified business services.
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With Mediasite Events, we continue to see growing demand for conference webcasting and streaming. These
event-based communication, education and training applications, combined with outsourced webcasting services, are
expected to drive the company’s corporate sales activities going forward.

Repeat orders: Many customers initially purchase a small number of Mediasite Recorders to test or pilot in a
department, school or business unit. A successful pilot project and the associated increase in webcasting demand from
other departments or schools leads to follow up, multiple Recorder orders, as well as, increased Mediasite Video
Platform or Mediasite Video Cloud capacity. In fiscal 2018, 91% of billings were to preexisting customers compared
to 92% of billings in fiscal 2017.

Renewals: As is typical in the industry, we offer annual support and maintenance service contract extensions for a fee
to our customer base. Nearly all customers purchase a Customer Care plan with their initial Mediasite Recorders and
Mediasite Video Platform, and the majority renew their contracts annually.

Marketing

In the enterprise, our marketing strategy is based on a cross-industry approach with programs targeting a blend of IT
and line of business decision makers responsible for video initiatives in corporate communications, training and
development, live webcasting and/or corporate events. The addition of Mediasite Join to our family of enterprise
video solutions boosts demand generation marketing to specifically target use cases for streaming and managing the
rapidly growing amount of unified communication and collaboration (UCC)-generated video. The medical/healthcare,
pharmaceutical and technology segments are particularly strong enterprise markets for us.

Across higher education institutions, Mediasite maintains its market leadership position for scalable and affordable
lecture capture and video management. Our marketing focuses on professional schools of business, academic health,
law and engineering. Mediasite Join provides new demand generation opportunities as UCC technologies are the basis
of many distance learning programs.

Spanning both education and enterprise are marketing programs targeting continuing education. Across these two
macro markets we maintain a balanced blend of new demand generation and customer nurturing, to drive Mediasite
expansion and add-on business in existing accounts.

Our integrated marketing strategy leverages:

Customer success stories regularly shared through our best practices webinar series, speaking placements at industry
events, email marketing, industry guest columns and blog

Thought leadership content created and curated from customer successes, Sonic Foundry subject matter experts
(SMEs) and industry experts in the form of ebooks, whitepapers, videos, best practice toolkits and more

The Mediasite Community, a vibrant online community of 2000+ users and its companion community events
tncluding the global Mediasite User Conference, Unleash; Mediasite Summits in Europe and Australia/New Zealand;
and year-round regional chapter meetings

Sonic Foundry also has field sales/support personnel in Europe, Japan and China to deliver its marketing message and
execute region-specific marketing programs.

Operations

17
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We contract with a third party to build the hardware for our Mediasite Recorders and purchase quantities sufficient to
fill specific customer orders, including purchases of inventory by resellers. Quantities are maintained in inventory by
the third party provider and shipped directly to the end customer or reseller. The hardware manufacturer provides a
limited one-year warranty on the hardware, which we pass on to our customers who purchase a Mediasite Customer
Care support and maintenance plan. We believe there are alternative sources of manufacturing for our recorders and
believe there are numerous additional sources and alternatives to the existing production process. We have
experienced delays in production of our products and component parts used in our products in the past and expect to
continue to maintain excess quantities of inventory in the future to mitigate the risk of such delays. To date, we have
not experienced any material returns due to product defects.

OTHER INFORMATION

10
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Competition

Various vendors provide lecture capture, enterprise webcasting or video content management capabilities, but few
offer an end-to-end solution that addresses all phases of the video content lifecycle (capture, delivery, transformation
and management) in a single platform like Mediasite.

Lecture capture solutions designed specifically for higher education differ in their technology approach.

Appliance- or room-based lecture capture provides a fully integrated system with complete recording automation for
tive or on-demand content. The automated, pre-scheduled workflow results in the greatest faculty and staff adoption
and largest volumes of recorded content in the shortest amount of time.

Software-based lecture capture that resides on a podium or computer in the classroom also captures and publishes rich
media content, but relies on campus- or user-supplied hardware.

Desktop capture tools reside on individual users’ laptops or computers allowing them to record user-generated content.

Few lecture capture vendors offer a mix of all lecture capture approaches to best suit customers’ needs. Most vendors,
including Crestron, Panopto and Tegrity, support only one approach to lecture capture. Likewise, a very small number
of vendors provide an integrated platform like Mediasite to archive and manage video and rich media recorded with
their solution. Most rely on a third-party platform, typically the institution’s learning or course management system, to
publish, search and secure content.

Enterprise video management solutions serve as centralized media repositories that facilitate the delivery, publishing
and management of on-demand video. Unlike Mediasite, most platforms do not include a video capture, webcasting or
live streaming component, but instead ingest or import video-based content captured by other third-party devices or
solutions. Also, most other platforms focus on ingesting video-only content rather than rich video which combines
multiple synchronous video and/or slide streams into an interactive media experience.

Some current and potential customers develop their own home-grown lecture capture, webcasting or video content
solutions which may also compete with Mediasite. However, we often find many of these organizations are now
looking for a commercial solution that offers comprehensive management capabilities, requires fewer resources and
internal maintenance and delivers a less cumbersome workflow.

Intellectual Property

The status of United States patent protection in the internet industry is not well defined and will evolve as the U.S.
Patent and Trademark Office grants additional patents. Currently four U.S. patents have been issued to us and we may
seek additional patents in the future. We do not know if any future patent application will result in any patents being
issued with the scope of the claims we seek, if such patents are issued at all. We do not know whether our patents
which have been issued or any patents we may receive in the future will be challenged, invalidated or be of any value.
It is difficult to monitor unauthorized use of technology, particularly in foreign countries where the laws may not
protect our proprietary rights as fully as in the United States, and our competitors may independently develop
technology similar to ours. We will continue to seek patent and other intellectual property protections, when
appropriate, for those aspects of our technology that we believe constitute innovations providing significant
competitive advantages. Any future patent applications may not result in the issuance of valid patents.
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Our success depends in part upon our rights to proprietary technology. We rely on a combination of copyright, trade
secret, trademark and contractual protection to establish and protect our proprietary rights. We have registered three
U.S. and four foreign country trademarks. We require our employees to enter into confidentiality and nondisclosure
agreements upon commencement of employment. Before we will disclose any confidential aspects of our services,
technology or business plans to customers, potential business distribution partners and other non-employees, we
routinely require such persons to enter into confidentiality and nondisclosure agreements. In addition, we require all

employees, and those consultants involved in the deployment of our services, to agree to assign to us any proprietary

information, inventions or other intellectual property they generate, or come to possess, while employed by us.

Despite our efforts to protect our proprietary rights, unauthorized parties may attempt to copy or otherwise obtain and

use our services or technology. These precautions may not prevent misappropriation or infringement of our
intellectual property.

Third parties may infringe or misappropriate our copyrights, trademarks and similar proprietary rights. In addition, we

may be subject to claims of alleged infringement of patents and other intellectual property rights of third parties or
may be required to

11
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defend against alleged infringement claims filed against our customers due to indemnification agreements. We may be
unaware of filed patent applications which have not yet been made public and which relate to our services.

Intellectual property claims may be asserted against us in the future. Intellectual property litigation is expensive and
time-consuming and could divert management’s attention away from running our business. Intellectual property
litigation could also require us to develop non-infringing technology or enter into royalty or license agreements. These
royalty or license agreements, if required, may not be available on acceptable terms, if at all. Our failure or inability to
develop non-infringing technology or license the proprietary rights on a timely basis would harm our business.

Research and Development

We believe that our future success will depend in part on our ability to continue to develop new business, and to
enhance our existing business. Accordingly, we invest a significant amount of our resources in research and
development activities. During the fiscal years ended September 30, 2018 and 2017, we spent $7.1 million and $7.2
million, respectively, on internal research and development activities in our business. These amounts represent 21%
and 20%, respectively, of total revenue in each of those years. The decrease is a result of flat spending as well as a
decrease in revenue compared to last year.

Global Expansion

We acquired Sonic Foundry International in the Netherlands and Mediasite KK in Japan in fiscal 2014. With these
acquisitions, we significantly expanded our global market reach in the Asia-Pacific Region and Europe, and accelerate
our commitment to enterprise video communication world-wide.

Employees

At September 30, 2018 and 2017, we had 198 and 188 full-time employees, respectively. Our employees are not
represented by a labor union, nor are they subject to a collective bargaining agreement. We have never experienced a
work stoppage and believe that our employee relations are satisfactory.

ITEM 1A. RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBED BELOW BEFORE MAKING AN
INVESTMENT DECISION. THE RISKS DESCRIBED BELOW ARE NOT THE ONLY ONES WE FACE.
ADDITIONAL RISKS THAT WE ARE NOT PRESENTLY AWARE OF OR THAT WE CURRENTLY BELIEVE
ARE IMMATERIAL MAY ALSO IMPAIR OUR BUSINESS OPERATIONS. OUR BUSINESS COULD BE
HARMED BY ANY OR ALL OF THESE RISKS. THE TRADING PRICE OF OUR COMMON STOCK COULD
DECLINE SIGNIFICANTLY DUE TO ANY OF THESE RISKS, AND YOU MAY LOSE ALL OR PART OF
YOUR INVESTMENT. IN ASSESSING THESE RISKS, YOU SHOULD ALSO REFER TO THE OTHER
INFORMATION CONTAINED OR INCORPORATED BY REFERENCE IN THIS ANNUAL REPORT ON
FORM 10-K, INCLUDING OUR CONSOLIDATED FINANCIAL STATEMENTS AND RELATED NOTES.

We may need to raise additional capital.

At September 30, 2018, we had cash of $1.2 million, $1.1 million of which was in our foreign operations. There was a
remaining amount of $3.4 million available under our line of credit facility with Silicon Valley Bank at September 30,
2018, with $621 thousand outstanding and a credit limit of $4.0 million in total. The credit facility with Silicon Valley
Bank expired on January 31, 2019. In addition, $500 thousand on the term facility with Partners for Growth was
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subsequently disbursed on November 8, 2018. The Company has a history of losses and has historically financed its
operations primarily through cash from sales of equity securities, and to a limited extent, cash from operations and
through bank credit facilities. The Company has a goal to increase revenue in fiscal 2019 and maintain flat operating
expense, in an effort to reach an adjusted EBITDA breakeven point. We cannot ensure that revenue will grow as
anticipated and, if revenue is determined to be growing at a rate less than anticipated and expenses are not sufficiently
reduced, our line of credit may not be sufficient to support working capital needs, and our ability to develop, maintain,
and sell our products could be negatively impacted. Our financial condition may, in the future, cause us to be in
non-compliance with the provisions of our debt facilities. If our debt facilities are not sufficient to support working
capital needs, our financial condition causes us to be in non-compliance with certain provisions of our debt facilities,
we may have to borrow additional money from other debt providers or raise additional equity capital.

12
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On February 28, 2019, a special committee of independent and disinterested directors (“Disinterested Directors™)
unanimously authorized us to enter into a Note Purchase Agreement (“NPA”) with Mark Burish, the Chairman of the
Board of the Company, for $5.0 million in cash. Following extended negotiations with an independent third party for a
similar financing (“Independent Third-Party Financing”) that was not consummated, the Disinterested Directors engaged
in extensive deliberations and negotiations with its Chairman for an alternative financing. The Disinterested Directors
approved the alternative financing on terms and conditions as set forth in the NPA, which it believes is fair and
superior to the Independent Third-Party Financing, and is in the best interest of the Company and its stockholders.

In the event we need to borrow additional money or raise additional equity capital, we may not be able to do so on
acceptable terms and conditions. If we are in non-compliance with the covenants of our existing debt facility, other
lenders may be unwilling to lend us capital and we may not be able to raise equity from independent investors. In that
event, we may seek to raise money from entities that are affiliated with the Company, as we have done in the past.
However, most investors will require that their investment be in the form of convertible preferred stock or convertible
debt. It is also likely that access to capital will be limited due to the time constraints associated with the need for
capital, and the Company may need to rely on its Chairman, Mark Burish, to provide additional capital on terms
reasonable and acceptable to the independent members of the Board of Directors.

As a result of the non-cash goodwill and other intangible assets impairment charges recorded in fiscal 2018, the
Company is no longer able to satisfy the NASDAQ requirement to maintain $2.5 million of stockholders' equity. On
December 18, 2018, the Board of Directors approved the voluntary transfer of its common stock from the NASDAQ
Stock Exchange to the OTCQB Market ("the "QTCQB"). The OTCQB Market is operated by OTC Markets Group, a
centralized electronic quotation service for over-the-counter-securities. The Company ceased trading on NASDAQ at
the close of business on December 28, 2018 and began trading on the OTCQB on December 31, 2018 under its
current trading symbol "SOFO". The Company ceased trading on the OTCQB at the close of business on February 15,
2019 and began trading on the OTC Pink Sheets on February 18, 2019 under its current trading symbol "SOFQO". The
Company has remained a reporting company under the Securities Exchange Act of 1934, as amended, notwithstanding
its voluntary withdrawal from the NASDAQ. As a result of the Company's inability to satisfy the NASDAQ
requirements, its ability to raise equity capital may be adversely affected.

In the event we are able to borrow money, we may incur significant interest charges, which could harm our
profitability. Holders of debt would also have rights, preferences or privileges senior to those of existing holders of
our common stock. In the event we are able to raise additional equity, the terms of such financing may dilute the
ownership interests of current investors and cause our stock price to fall significantly. We may not be able to secure
debt or equity financing upon acceptable terms, if at all. If we cannot raise funds on acceptable terms, our business,
operating results, and financial condition could be negatively impacted. The Company believes its cash position and
available credit is adequate to accomplish its business plan through at least the next twelve months.

If the funds held by our foreign subsidiaries are needed for our operations in the United States, the repatriation of
some of these funds to the United States could require payment of additional U.S. taxes.

Our common stock is subject to low trading volume and broad price swings.

Our common stock is quoted on the OTC Market (“OTC Pink Sheets”) administered by the Financial Industry
Regulatory Authority under the symbol “SOFO” since December 31, 2018. Prior to that our common stock was traded
on the NASDAQ exchange under the same symbol. Trading of our stock on the NASDAQ exchange has often been
subject to very low volumes, broad price swings and often at times with no company news. Stocks traded on the OTC
Pink Sheets are often characterized by similar behavior so the price of our stock is likely to continue to be volatile.
Due to recent price levels of our common stock, needs for additional capital may cause substantial dilution to existing
shareholders.

Provisions of our charter documents and Maryland law could also discourage an acquisition of our company that
would benefit our stockholders and our insiders control a substantial percentage of our stock.
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Provisions of our articles of incorporation and by-laws may make it more difficult for a third party to acquire control
of our company, even if a change in control would benefit our stockholders. Our articles of incorporation authorize

our board of directors, without stockholder approval, to issue one or more series of preferred stock, which could have
voting and conversion rights that adversely affect or dilute the voting power of the holders of common stock.
Furthermore, our articles of incorporation provide for a classified board of directors, which means that our
stockholders may vote upon the retention of only one or two of our five directors each year. Moreover, Maryland
corporate law restricts certain business combination transactions with “interested stockholders” and limits voting rights
upon certain acquisitions of “control shares.” In addition, even when there are no interested stockholders involved in a
transaction, Maryland law requires that a transaction involving a merger, consolidation, transfer of assets, or share
exchange, must be approved by the affirmative vote of at least two-thirds of the Company’s stockholders.
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Our executive officers and directors together beneficially own, on an “as converted basis”, over 40% of our outstanding
common stock, and Mark Burish, individually, owns 33% on an as converted basis. As a result, these stockholders, if
they act together or in a block, or individually in the case of Burish, could have significant influence over most
matters that require approval by our stockholders, including the approval of significant corporate transactions, even if
other stockholders oppose them. This concentration of ownership might also have the effect of delaying or preventing
a change of control of our company that other stockholders may view as beneficial. In the event additional capital is
provided by executive officers or directors, then, due to the low price levels of our common stock, control by such
executive officers or directors may substantially increase.

We have a history of losses.

Our investments in growing revenues have generated losses in most years. Despite our plans to grow revenue and
maintain flat expenses in fiscal 2019, we may not realize sufficient revenues to reach or sustain profitability on a
quarterly or annual basis. For the year ended September 30, 2018, we had a gross margin of $24.9 million on revenue
of $34.5 million with which to cover selling, marketing, product development and general and administrative costs.
Our selling, marketing, product development and general and administrative costs have historically been a significant
percentage of our revenue, due partly to the expense of developing leads, the relatively long period required to convert
leads into sales associated with selling products that are not yet considered “mainstream” technology investments and
the cost of developing and maintaining those products. Fluctuations in profitability or failure to maintain profitability
have and will likely impact the price of our stock in the future.

Multiple unit deals are needed for continued success.

We need to sell multiple units to educational, corporate and government institutions in order to sell most efficiently
and remain profitable. In fiscal 2018 and fiscal 2017, 91% and 92% of billings were generated by sales to existing
customers, respectively. In particular, sales of multiple units to corporate customers have lagged behind results
achieved in the higher education market; consequently, we have allocated more resources to the higher education
market. While we have addressed a strategy to leverage existing customers, better address the needs of potential new
customers, and close multiple unit transactions, a customer may choose not to make expected purchases of our
products. The failure of our customers to make expected purchases will harm our business.

If a sufficient number of customers do not accept our products, our business may not succeed.

Part of our strategic challenge is to convince enterprise customers of the productivity, improved communications, cost
savings, suitability and other benefits of our products. In higher education the decision to include lecture capture
technology in the classroom is often influenced by the professor teaching the class, who sometimes views lecture
capture technology as a threat to their job. The market for content delivery solutions is very complex, includes many
products and solutions that address various aspects of customer needs and as a result it is often difficult for customers
and channel partners to understand how our products and services compare. Further, corporate customers may use
video as a tool, but may choose to rely upon their own IT infrastructure and resources to manage their video content.
Because many companies generally are predisposed to maintaining control of their IT systems and infrastructure,
there may be resistance to using software as a service provided by a third party. Our future revenue and revenue
gr