ON THE TABLE MEMO 002 - RETROSPECTIVE / BACKTEST

In re: Zoom Video Communications, Inc. e

San Jose, California - Cloud video conferencing - Series D - $100M at a $1.0B valuation, led by Sequoia -
Decided January 16, 2017

READ ME FIRST

What this document is. A go / no-go diligence memo on Zoom, built as a backtest. We froze the
clock on January 16, 2017, the day before the $100 million Series D that Sequoia led at a $1 billion
valuation. Six Al seats read only sources dated before that day, argued the case against each other
on the record, and a managing adjudication weighed the surviving arguments, never the votes. A
second AI from a different company then audited every source, date, and quote before this memo
could ship. A human editor synthesized and signed the final read.

How to read it. Start with the Verdict Card and the Executive Topline. The Full Read is the
complete argument. The Table is the debate record, with the strongest dissent printed in full.
Sources & Method lists every citation with its date. Nothing here relies on information published
after January 16, 2017; that rule and its limits are stated in print inside.

THE HOLDING

Go With Experiments

Confidence: 70 of 100 We would invest, conditional on the named experiments below.

115 DATED SOURCES NO SOURCE POSTDATES THE DECISION

AUDITED BY A SECOND AI

WHAT WOULD CHANGE OUR MIND the paid decomposition of the claimed 380,000
customers, the fraction that pays and what they do at renewal.

The Verdict

GO WITH EXPERIMENTS. Confidence 70 out of 100.

The framing does the work, so here it is exactly: participation in the $100 million Series D at
$1.0 billion post-money, negotiated with standard pre-close diligence access, sized for a
category-winner outcome. On the dated record, the thesis rests on third-party evidence of a

kind most private deals never show: an adoption curve inflecting on five independent




surfaces at 10 percent category penetration, a mainstream-analyst arc to Leader, a graveyard
whose deaths all belong to a different business model, demonstrated pricing power against
free competition, the deepest founder-market fit available in this category, and an incumbent
field distracted at the exact decision date, in one case documented in an SEC filing ten days
before it. What the record cannot do is witness the revenue, and the round's own structure
supplies no price discovery. So the go is conditioned, the conditions are falsifiable, and each
carries its kill threshold.

The experiments:

1. Decompose the 380,000. What fraction pays, and what is the average number of paid hosts
per paying organization [11, 10]. With a seat: the billing export answers this in an
afternoon. Without one: fifteen to twenty reference calls with paying customers sourced
away from the enthusiast surfaces (the education base and visible enterprise deployments
are public starting points [69, 100]), channel checks with the forming reseller layer [80],
and the count-definition question put directly to the company, where evasion is itself data.
Kill if paying organizations sit near the 10 percent floor of Section 1's band, or if implied
annual recurring revenue lands below roughly $40 million, because below that level the

entry runs past 25 times revenue at the seller's own anchor and no verbatim saves it.

2. Cohort retention past the novelty window. Net dollar retention of the 2014 and 2015
customer cohorts: do the organizations that adopted early spend more or less now than
they did then. Kill below 100 percent. The record's one dated churn story runs Zoom to
Teams [103]; determine whether it is an outlier or the leading edge of bundled-incumbent

gravity.

3. A price-discovery proxy. Any independent mark: a competing term sheet, a secondary
trade, documented competing interest. Absent all three, treat the entry as paying 25 to 40
times forward revenue at the seller's anchor and size the position for a category-winner

outcome only, because that is what the price already assumes.

The rider, in plain language. These experiments assume the reader can either negotiate
access or run the outside versions. A reader with no path into the round and no ability to run
reference calls has no go available on this record; for that reader, this memo is a priced
watchlist entry with named triggers, not an invitation to find exposure at any cost. Refusal of
reasonable diligence at a $1 billion ask is not a neutral fact, and if it happens, the

experiments have resolved: the answer is no.

Here is why we could be wrong. The dissenting seat holds NO-GO AS FRAMED at 65, its
position strengthened by the argument, and its case is structural and survives every



experiment above: this round's price was never discovered. A sole investor arrived at the
exact "billion range" the company's own board member floated in public two months earlier
[19], with no syndicate, no competing term sheet found in the searches run, and no
admissible revenue beneath the number. Every check above verifies the company; none of
them retroactively creates a market test of the price. If the paying core is thinner than the
third-party signal suggests, the buyer is paying 40 to 70 times an unwitnessed number at the
seller's own anchor, and the enthusiast reading of Section 6 becomes the whole story rather
than its opening chapter. The majority answers that the experiments exist precisely to catch
that case before the wire, and that the same evidence file shows a company that raised its
price into free competition and won. The disagreement is real, it is printed, and it is why the

confidence is 70.

What would change this call. Three observable facts, any one of which forces this analysis to

be redone:

1. Verified annual recurring revenue of $150 million or more at triple-digit growth flips this
to a clean GO. That is the dissent's own stated flip condition, and the majority accepts it.

2. A paid mix near the 10 percent floor, or a free-tier balloon behind the changed count
wording [10], flips this to NO-GO AS FRAMED.

3. A dated incumbent action aimed specifically at Zoom before verification completes (a
meetings-first Teams push at Skype-for-Business parity, or a Cisco pricing attack on the

$14.99 tier) flips this to NO-GO. At the decision date, none was found in the searches run.

And one watch item that moves confidence rather than posture: any independent mark near
$1 billion (a competing term sheet, secondary trades) would firm up the price leg without
changing the call.

How many of the 380,000 are paying?

The Pivotal Question
How many of the 380,000 are paying?

In November 2016, Zoom's own press release claimed "over 380,000 business customers,"
usage growth of 215 percent in a year, and a trajectory toward 15 billion annual meeting
minutes [11]. Two months earlier, the company's own board member had told an interviewer

that Zoom "doesn't need any capital right now so it's not seeking capital," and that if it ever



did raise, the price "would be in the billion range" [19]. Now a single investor has arrived with

$100 million at exactly that number.

Here is what the dated public record can do, and what it cannot. It can document a real
migration: buyers walking away from tools that were already free, into a product that bills by
the host, absorbing a 50 percent price increase on the way [15, 1, 98]. The graveyard it holds is
filled with companies that sold this category as hardware and empty, in the searches run, of
companies that sold what Zoom sells (Section 2). The founder record runs deeper than
anything else available in the category (Section 4), and the incumbent field was visibly
distracted at the exact decision date, GoToMeeting mid-merger in its owner's own SEC filings
[56], Microsoft aiming its big launch at Slack rather than at meetings [49]. What the record
cannot produce, in any source this memo cites or any search run for it, is a single dollar of
revenue. Every scale number above the pricing page is Zoom talking about Zoom, and the
customer-count wording changed in January 2016, from "business customers" to an
undefined and likely broader "customer organizations," exactly when the growth story
needed it [10, 11].

The consensus says this market is solved and crowded, and the consensus is measuring the
corpse: the hardware market that IDC clocked flat after three straight annual declines [66],
while the minutes flowing through cloud software grew roughly 75-fold in five years (our
arithmetic on a company-claimed number, Section 1) [59, 11]. The right question is not
whether the wave is real. The dated record says it is. The right question is the composition of

one number.

You are being asked to pay one billion dollars, at the seller's own publicly floated anchor, for
a paying core that no source outside the company has ever counted.

Executive Topline

Verdict: GO WITH EXPERIMENTS, confidence 70 out of 100. GO WITH EXPERIMENTS means
the thesis is invest-worthy if named, falsifiable checks resolve in its favor; the checks and
their kill thresholds are printed in the Verdict section. As framed means: participation in the
Series D at $1.0 billion post-money, negotiated with standard diligence access. Where a
reader cannot obtain that access, the posture resolves to no-participation, and this memo
says so plainly in the Verdict rather than hiding it in a footnote.

The thesis carries on third-party evidence alone, which is rare. Strip every company-

originated number out of the file and what remains still argues the case: the same adoption



inflection on five uncoordinated surfaces inside twelve months (absent from archived G2
Crowd category captures in October 2014 and March 2015, High Performer by April 2016 [95,
94]; TrustRadius "Insufficient Information" in September 2015, rated 8.9 by June 2016 [92, 93];
Hacker News praise density accelerating through 2016 [81]; switching chatter concentrating
on Twitter in late 2016 [107, 105]; a small but real App Store footprint [96]). Add the one
instrument built for mainstream IT buyers, Gartner, moving Zoom from Cool Vendor to
Visionary to Leader among fourteen evaluated vendors in thirty months [16, 10, 11], and
roughly a dozen dated switches and endorsements toward Zoom against one running the

other way (Section 6).

The incumbents' best shot already fired, and it missed. Skype made group video free in April
2014 [57]. GoToMeeting shipped a free tier the same month [58]. Skype for Business rides
inside Office [97]. Two and a half years later, dated third-party buyers were still migrating to
the paid product, and the one dated buyer reaction found to Zoom's 50 percent list-price
increase is a shrug: "But all in all good service" [98]. Meanwhile, at the decision date,
GoToMeeting is ten days into a new board with a merger closing January 31 under a $100
million cost-cutting mandate [56], Microsoft's stated target is Slack [49], and Cisco's stated
threat model is Microsoft and consumer services [45].

The dollar point goes to nobody, and that is the finding. A company running an enterprise
sales operation, twenty-plus integrations, a conference-room hardware program, and
Gartner-Leader-grade operations on a lifetime raise of $45.5 million, while its board member
says it needs no capital, must be substantially revenue-funded (our inference, Section 5). But
that triangulation cannot distinguish $30 million of annual recurring revenue from $150
million, the count wording changed in a direction that may have broadened it [10], and no
dollar of revenue appears in any source this memo cites or any search run for it (Section 5).

Every seat at the table, including the dissent, turns on this one unwitnessed number.

The flaw that survives every check is the price itself. A sole investor arrived at the exact
"billion range" the company's own board member floated publicly two months earlier [19],
with no syndicate and no competing term sheet found in the searches run for this memo. The
experiments below verify the company. None of them retroactively manufactures price
discovery. That is why the confidence is 70 and not 85, and it is printed in full under "Here is

why we could be wrong."

What would change this call, in one number: the paid decomposition of the claimed 380,000,
meaning the fraction that pays and what those payers do at renewal. Everything else in this

memo is the long way of asking for that number.




The Case for Passing, Stated Fairly

Before the case for the deal, the case against it, at its strongest. This is the version a smart
pass would have put on the table in January 2017, and none of it is invented; every piece is

dated and real.

The category reads as crowded and out of favor. Zoom's own angel investor, recounting the
fundraising history two months before the decision date: "video conferencing wasn't an 'in
space'.. most likely you're going to hear 'no' from the top 10 to 15 funds" [19]. A Forbes writer
covering the Series C: "there are seemingly a never ending list of vendors offering it, but... no
one does it just right" [5]. eWeek's subhead called Zoom "one of several companies to enter the
market in recent years" [6]. An industry analyst counted "some 643 WebRTC-based startups"

in the category two months before the decision date [71].

The low end is already free, owned by companies that can bundle forever. Skype group
video: free since April 2014 [57]. GoToMeeting: free tier since the same month [58]. Google
Hangouts: free, the move Skype was matching [57]. Skype for Business: effectively free inside
an Office contract the buyer has already signed [97]. Against that, Zoom asks $14.99 a month
per host [15]. And in the final weeks before the decision date, the meetings feature was being
reabsorbed into chat platforms: Microsoft Teams launched in preview in November 2016 [49],
Slack shipped group video in December [65]. One dated story in the record already runs the

wrong way: an organization that moved from Zoom to Teams [103].

The funded field is ahead on money and attention. BlueJeans had raised roughly $175 million
and claimed a billion minutes a year [59]. Fuze raised $112 million in a single 2016 round,
more than $200 million in total [60]. Vidyo had $116 million [61]; Highfive and Switch had
name-brand backers [62, 63, 64]. Zoom's $45.5 million looks less like efficiency and more like
a company the smart money passed on, in a market whose 2016 headlines were consolidation
and cost synergies, not growth: Polycom taken private [34, 35], GoToMeeting merged into

LogMeln under a $100 million synergy mandate [55].

The independently observable footprint is an enthusiast niche. Remove everything Zoom
says about itself and here is what a skeptic can actually count at the decision date: 487
lifetime i0S ratings [96]; the 31 Hacker News comments a date-filtered search finds ever
mentioning zoom.us [81]; 26 TrustRadius reviews, every displayed one solicited and
incentivized, most posted in a single two-week window [93]; a G2 grid position well behind
Skype, GoToMeeting, and WebEx on market presence [94]. The glowing quotes come from
Hacker News, r/startups, and tech Twitter, the exact population that churns tools annually

and evangelizes loudly.



And the round itself is the warning. The company says, through its own board member, that
it does not need money [19]. One investor then supplies $100 million at the seller's own
floated anchor, alone. No competing term sheet, no syndicate, no revenue disclosure
anywhere in the admitted record. Capital raised for the seller's reasons, at the seller's price,
validated by nobody.

That is the pass, and it is a respectable one. What follows is what the dated record does to it.

1. Market sizing, with the math shown

The measured market is the corpse. The number the consensus points at is enterprise
videoconferencing equipment: $627.5 million in the fourth quarter of 2015, roughly $2.5
billion a year (our arithmetic), up just 1.5 percent for the year after three consecutive annual
declines, with personal videoconferencing hardware down 20.6 percent year over year and
back-end bridge infrastructure down 15.6 percent [66]. Cisco held 45.3 percent of that market,
Polycom 19.2 [66]. When Cisco bought Tandberg in 2009 it pitched "collaboration" as a $34
billion market [30], but that big frame was always incumbent hardware plus unified-

communications suites, not meetings software.

The usage market inflected while the dollar market flatlined. By BlueJeans' own account, the
entire video conferencing market carried about 200 million minutes a year in 2011; BlueJeans
alone claimed over a billion minutes a year by September 2015 [59]. Zoom claimed a 15-
billion-minute annual trajectory by November 2016 (company-originated) [11]. Take the
claims at face value and the category's minutes grew roughly 75-fold in five years, about 137
percent compounded annually (our arithmetic on company-claimed numbers, and a
conservative construction: the 2016 figure is one vendor's claimed minutes set against the
whole market's claimed 2011 base, so the true category multiple runs higher). Discount
Zoom's figure by two thirds and the compounding still runs near 90 percent a year against a
flat hardware base. That divergence is the signature of substitution: value draining out of
$20,000 room installations [62] into $14.99 hosts and software rooms the company priced "as

low as $99.90" a year [15, 12]. A flat market is what you get when you count the corpse.

Penetration data says demand is barely started. A December 2015 industry survey found 38
percent of organizations using cloud video conferencing, and only about 10 percent of

workers using desktop video weekly [68]. A crowded vendor count layered over single-digit
daily-use penetration is what a category looks like before its winner is named, not after it is

solved.



Now the number the price actually rests on, with our arithmetic labeled. First the frames,
named: the $2.5 billion hardware figure above is the measured but dying market, not Zoom's;
the total addressable market for meetings software has no reliable dated dollar figure in this
record; the winnable wedge is paid hosts plus rooms, and what follows is our built-up
estimate of it. Zoom's claimed customer arc, all company-originated: 1,000 businesses in
January 2013 [1], 3,500 by May 2013 [7], 4,500 by September 2013 [3], more than 20,000 by
mid-2014 [8, 9], 65,000 by February 2015 [4], "over 180,000 customer organizations" in January
2016 [10], "over 380,000 business customers" in November 2016 [11]. Note the January 2016
wording: "customer organizations," undefined, and likely broader than the "business
customers" used both a year earlier and a year later. That wording shift is the company's own
creation, the release never defines the term, and it matters enormously. If all 380,000 pay for
an average of two to ten hosts at a blended $15 to $20 a month, implied annual revenue runs
from roughly $137 million to $912 million (our arithmetic; the stretch case). If only 10 to 25
percent pay, the band collapses to roughly $14 million to $228 million (the floor). A defensible
middle (25 percent paying, three hosts, $15) implies about $51 million (the likely case), which

would put $1 billion at roughly 20 times revenue [11, 15, our arithmetic throughout].

What this section cannot say: no revenue figure, no valuation, and no headcount for Zoom
appears in any source this memo cites, and the searches run for this memo found none in any
source dated inside the window. The only characterization of revenue found in those
searches is the company's own phrase, "triple digit growth," in a funding release [4]. The band
above is not a measurement. It is the honest shape of our ignorance, and the entire price

question lives inside it.

2. The Graveyard

Prior attempts at roughly this idea, from the dated record:

WHO WHAT HAPPENED WHEN SOURCE

PictureTel  1990s category leader, absorbed by Polycom for ~$362M May 2001 [28]

Tandberg Sold to Cisco for ~$3.0B, exited independence Oct 2009 [29, 30]

LifeSize Sold to Logitech for $405M; spun back out in 2016 on $17.5M Nov 2009 /Jan  [31, 32]
of new money 2016

Polycom CEO expense scandal, shrinking revenue, taken private by 2013/ Sep [33, 34,

Siris for $2.0B, delisted 2016 35]



WHO WHAT HAPPENED WHEN SOURCE

CiscoUmi  Consumer telepresence at $599 plus $24.99/month, killed ~15 Jan 2012 [36]
months after launch

Radvision  Distressed-flavored exit to Avaya, ~$230M Mar 2012 [37]

Airtime $33M+, celebrity launch, called a flop in contemporaneous Apr 2016 [38]
coverage, relaunched twice

Talko Ray Ozzie's team video, acqui-hired into Skype and wound Dec 2015 [39]
down

Sqwiggle Always-on team video, shut down May 2016 [40]

Glide Video messaging, ~$100M reported valuation, 25% layoffs, May 2016 [41]

retreat to smartwatches

ooVoo 54M users in 2012, pivoted to a developer-Kit story Aug 2012 [42]

Every death in this table falls in one of two lanes, and Zoom is in neither. The first lane is
hardware and infrastructure economics: PictureTel, Tandberg, LifeSize, Polycom, Radvision,
and Umi all sold boxes, bridges, or rooms, and the contemporaneous coverage of Umi's death
names the cause plainly: priced hardware against free Skype [36]. The second lane is
consumer and ambient video: Airtime, Talko, Sqwiggle, Glide, ooVoo. No shutdown of a
meetings-first, freemium, cloud-software company was found in the searches run for this
memo. That is a bounded claim about a searched record, not a law of nature, and the Red
Team's rejoinder is kept and printed here: none found in the same searches has exited at scale
either. The closest thing to a survived comparable is WebEx itself, which sold to Cisco for $3.2
billion [43], and the significance of who built WebEx is the subject of Section 4.

The cleanest single datapoint on hardware-era value destruction is the LifeSize round trip. A
$405 million acquisition in 2009 [31] re-emerged in January 2016 as a restart funded with $17.5
million, with Logitech keeping 37.5 percent [32]. That is the old business model marking itself

to market.

What is honestly different now, per the dated record: the cost of delivery moved to cloud
software. The Wainhouse co-founder, writing in September 2015: small enterprises "don't buy
video infrastructure, period; they look to cloud offerings, including many that are now free"
[67]. And the incumbents' own M&A confirms the legacy stack's fragmentation: Cisco paid
$700 million for Acano in November 2015 specifically to bridge incompatible video systems



[46]. The graveyard killed companies that sold the old cost structure. It has not yet ruled on

the model Zoom runs, which cuts both ways and is priced accordingly in the Verdict.

3. Competitors, incumbents, and the distraction question

Cisco / WebEx: the incumbent is building around its own product. At the decision date
WebEx is a nearly ten-year-old acquisition [43]. Cisco's dated behavior since 2014 is a tell: it
built Project Squared, then Spark, as a parallel product, described in the contemporaneous
trade press as "shoring up its own collaboration offerings, such as WebEx" [44, 45], and paid
$700 million for Acano to glue incompatible systems together [46]. The buyer-voice record on
WebEx runs hostile from 2010 straight through the decision date: "the horrible suck that is
WebEx" (2010) [82], the "totally pointless Java applet" (2012) [83], "Webex sucks... Horrible
audio" (2016) [84], "Is it Webex? Ugh." (December 30, 2016) [85], "Anyone else notice how
@WeDbEx sucks since @Cisco bought them?" (September 2016) [110]. The record also holds
honest counterpoints: a defender who conceded it is ugly and slow but "just works on

anything" [86], and an all-hands deployment anchored on Cisco room hardware [99].

Microsoft: the enterprise product is mid-rename and the offensive is aimed at Slack. Skype
cost $8.5 billion in 2011 [47]. The enterprise product spent 2015 and 2016 mid-rename, from
Lync to Skype for Business [48], and it draws the most hostile buyer language in the file:
"Everything about it is terrible" [90], an admin community that nicknames it
"S4Kindergarners" [89], and an IT thread whose premise is that the product is fully deployed
and "not reliable" [88]. Microsoft's actual late-2016 offensive, Teams, launched in preview on
November 2 aimed explicitly at Slack, with video as a bundled feature [49].

Google: the video story fragmented. The $999 Chromebox for Meetings attacked room
hardware on price in 2014 [50], but by late 2016 Google's video story had fragmented across
Hangouts, Duo, and Allo [51, 52]. The buyer record remembers the Hangouts ten-participant

cap [91] and the browser plugin "pegging the CPU at 100%, even when not in use" [74].

GoToMeeting: the most direct competitor is mid-handoff between owners. An activist
investor forced the question in June 2015 [53]; Citrix announced the spin-off and roughly a
thousand job cuts that November [54]; the GoTo business agreed to a $1.8 billion merger with
LogMeln in July 2016, with $100 million of cost synergies targeted by year two [55]. And ten
days before the decision date, a LogMeln SEC filing set the merger close for January 31, 2017,
and named the combined company's new board [56]. At the decision date, the most direct

competitor is mid-handoff between owners, run by a synergy committee.



The funded challengers: more money, pointed at different lanes. BlueJeans, roughly $175
million raised, was repositioning away from meetings toward interactive broadcast [59].
Fuze, $200 million plus, is voice-first unified communications with video as a feature [60].
Vidyo, $116 million, bet on infrastructure architecture [61]. Highfive sells cheap room
hardware [62, 63]; Switch owns easy audio conferencing [64]. Slack shipped group video for
up to fifteen participants in December 2016, a checkbox inside chat [65]. Zoom's lifetime raise
of $45.5 million is roughly a quarter of BlueJeans' pile and under a quarter of Fuze's (our
arithmetic) [1, 2, 3, 4, 59, 60]. Yuan said it himself on the record in March 2016: competitors

"raised 3x more money" [23].

When the incumbent notices, what stops them? The honest answer from the dated record:
the incumbents already noticed the low end, and their best weapon already fired. Skype
group video went free in April 2014 [57]; GoToMeeting shipped free the same month [58]. Two
and a half years of buyer-voice migration later (Section 6), free had not stopped it. At the
decision date every incumbent gun is aimed somewhere else: Cisco's stated threat model in
the trade press is Microsoft and consumer services [45], Microsoft's is Slack [49], and GoTo is
mid-merger [56]. No dated evidence from inside the window of an incumbent pricing or
product action aimed specifically at Zoom was found in the searches run for this memo.
Distraction is a timing asset, not a moat, and the Verdict treats it as exactly that.

4. The founder-market-fit read

A caution before the evidence: the most impressive numbers in this section come from the company's
own team page and travel only as claims. The shape, though, is independently confirmed, and the
shape is the point.

The founder built the incumbent everyone in Section 6 is complaining about. Zoom's
archived team page, as it stood in November 2016, describes Eric Yuan as a founding engineer
at WebEx from 1997, its VP of Engineering, the man who "grew the WebEx team from 10
engineers to more than 800 worldwide, and contributed to revenue growth from $0 to more
than $800M," a named inventor on 11 issued patents in real-time collaboration, and, after the
acquisition, Cisco's corporate VP of engineering for collaboration software [18]. Those figures
are company-originated. What third parties confirm, contemporaneously and repeatedly, is
the shape: "founded by WebEx and Cisco veterans" (TechCrunch, January 2013) [1]; Yuan
"built his company using his experience as VP of Engineering at Cisco and WebEx, as well as a
team of ex-employees from each company" (TechCrunch, September 2013) [3]. TechCrunch's



read at the Series A: "the pedigree of the founding team is likely what's attracting the early

investor dollars" [1].

The bench is the same story, times seven. The archived team page lists a President who ran
WebEx's worldwide sales through its IPO, a head of sales who built WebEx's web-touch selling
model, a head of business services who ran WebEx IT for nine years, a head of marketing
from WebEx and Cisco, a head of enterprise sales who held the same title at WebEx, and a
product lead from Blue Jeans and WebEx unified-communications integrations [18].
Engineering, selling, and marketing of this exact product category, second time through,

with the bodies-buried map of the incumbent in hand.

The believer chain is interested, but it is specific and it is dated. Series A, January 2013:
Qualcomm Ventures, Jerry Yang, WebEx founder Subrah Iyar, and former Cisco M&A head
Dan Scheinman [1]. Series B, September 2013: led by Li Ka-shing's Horizons Ventures [2, 3].
Series C, February 2015: led by Emergence Capital, whose partner's stated rationale is
founder-market fit verbatim: "Eric's key role at WebEx makes him the ideal entrepreneur for
this opportunity" [4]. Yuan wrote at the time that the round was "the largest initial investment
Emergence Capital has ever made" (company-originated) [20]. And two months before the
decision date, Scheinman told an interviewer that Yuan "hit, or exceeded" every milestone he
had mapped across rounds and raised each one "at better pricing than he anticipated" [19].
The same interview supplies the sentence that hangs over this whole memo: not seeking

capital, and "the billion range" if it ever were [19].

The founder's public voice matches the product's reviews. In video interviews dated inside
the window Yuan talks about wanting to "deliver happiness to our customers" (June and July
2016 uploads) [21, 24], describes the freemium model and the education and healthcare
wedge in his own words (January 2016) [22], and notes his competitors had "raised 3x more
money" (March 2016) [23]. On Twitter in the final weeks before the decision date he
personally answers customer questions ("Please feel free to let us know if we can be of any
help," January 5, 2017) [27], posts competitive app-store rankings (company-originated: "Zoom
iPhone app is ranked as #5; WebEx #26; Gotomeeting #32," January 10, 2017) [25], and
promotes a piece on "Filling the Skype for Business Feature Gaps" (January 11, 2017) [26].

What does not survive the dating rules, and therefore does not appear in this memo as fact:
the widely told visa-rejections story (the earliest telling found is dated one day after the
decision date), the count of engineers who followed Yuan out of Cisco, the original company

name, and the story of Cisco declining his rebuild pitch. None of those was found in any



dated source inside the window in the searches run. The founder case above stands entirely

without them.

Skepticism, bounded. The contemporaneous skepticism found in the searches run is market-
level: crowded space [5], late entrant [6], acquisition-exit risk raised as early as the Series A
[1], and one concrete product walk-back, the 2013 reduction of maximum meeting size from
40 participants to 25 [3]. No source dated inside the window naming Yuan personally with
execution doubts was found in the searches run. Absence of found criticism is not evidence

of universal approval, and this section has been weighted with that in mind.

5. Unit economics and retention

The hard negative finding comes first: the dated record, as searched for this memo, contains
no revenue dollar, no margin, no churn rate, no customer-acquisition cost, and no
headcount for this company. None appears in any source this memo cites. Everything below

is the circumstantial record, and it is labeled as such.

Pricing power is the strongest circumstantial evidence in the file. Zoom's list price rose 50
percent during the fastest growth in its claimed history: $9.99 a month at the January 2013
launch [1], $14.99 a month per host by the November 2016 pricing page [15]. The one dated
reaction from a paying buyer to that increase is the most valuable single quote in the record:
"Tused Goto Meeting and switched to Zoom recently. Their price was 10/mth and now it's 15/
mth. But all in all good service" (September 2016) [98]. Companies with broken economics
discount into free competition. This one raised its price into it, two years after Skype and
GoToMeeting went free [57, 58], and no dated buyer complaint about the increase was found

in the admitted record.

The freemium engine is visible from the buyer's side, in both of its faces. A COO describes
his 40-person company running "a few paid accounts" while "the majority of our 40 staff just
have free accounts for joining in" (January 1, 2017) [79]: that is land-and-expand seeding, and
it is also free-riding, and the dated record cannot say which dominates. The 40-minute cap on
free group meetings reads as tolerated, not resented: "free for calls up to 40 minutes (after
which you just re-call everyone)" [77]. Meanwhile the paid motion is forming in public: the
Series C was raised explicitly to "scale its sales and marketing teams" [4]; a Salesforce
integration landed in 2015 [13] and the archived integrations page shows a twenty-plus logo
wall by December 2016 [14]; GitLab, a flagship remote company, runs its community calls on

a branded vanity subdomain visible in public (gitlab.zoom.us, October 2016; the cited item



shows the subdomain, not the plan behind it) [100]; a managed-service-provider reseller
channel is forming ("Zoom.us is pretty good and has a reseller program," October 2016) [80];
and Zoom Rooms attacks $20,000 room installations [62] at a claimed "as low as $99.90" a year
[12].

The capital-efficiency triangulation is the closest thing to a financial statement the record
offers, and it is inference, not measurement. Lifetime raise through the Series C: $45.5
million, assembled from dated primary sources ($3 million seed, $6 million A, $6.5 million B,
$30 million C) [1, 2, 4]. Twenty-three months separate the Series C from the decision date;
even if every lifetime dollar were unspent in February 2015 and fully burned since, the gross
ceiling is about $2 million a month (our arithmetic). Under that ceiling the company visibly
runs an enterprise sales and marketing organization [4], an integrations program [14], a
rooms hardware program [12], and Gartner-Leader-grade operations [11], while its board
member says it neither needs nor seeks capital [19]. A company doing all of that under that
ceiling must be substantially revenue-funded. What the triangulation cannot do is
distinguish $30 million of annual recurring revenue from $150 million, and only the top of
that range defends the price on conventional multiples. The sources closest to the number
are interested parties: the lead Series C investor calling Zoom "one of the most capital
efficient and fastest growing SaaS companies" [4], and the company's own "triple digit growth"
[4].

The satisfaction record is real but should be weighed with its provenance visible. The
claimed net promoter score of 69 is company-originated [11]. The TrustRadius arc is third-
party but compromised: "Insufficient Information" in September 2015 [92], then 26 reviews at
8.9 out of 10 by June 2016, every displayed review tagged as invited and incentivized, most
posted in a two-week February window [93]. The specific complaints inside those reviews still
carry information, because nobody pays for negatives: per-host licensing friction and the
absence of a web client [93]. The G2 grid in April 2016 has Zoom as a High Performer but mid-
pack on market presence, behind Skype, GoToMeeting, and WebEx [94]. The App Store shows
487 lifetime i0S ratings by December 2016 [96]: the footprint at the decision date is desktop

and business-to-business, not consumer-viral.

The retention question is the hole in the file. The 215 percent usage-growth claim and the 15-
billion-minute trajectory are company-originated with no third-party verification found
inside the window [11]. Churn after the novelty window is unmeasured anywhere in the
admitted record. The one dated churn story runs against Zoom: a commenter's relative's
company "moved to Teams recently from Zoom" (December 2016) [103]. The assumption the

company is depending on without saying so, as visible in the dated record: that free-to-paid



conversion keeps working as the free tier scales, while incumbents whose meetings feature is
bundled free inside contracts the buyer already pays for [97] fail to hold their own users.

Section 6 is the evidence that, through the decision date, that assumption was winning.

6. What the buyer actually says
Verbatim, dated, with links in Sources. Quotes reproduce the speakers' own punctuation.

The Zoom theme is not love. It is engineering-grade complaint relief, centered on audio and
graceful degradation. "Zoom (zoom.us) is really good for video conferences. It's got a slightly
clunky interface, but the excellent audio quality and graceful fallback are clutch" (March
2016) [73]. "vastly better video and audio quality... We did try using Hangouts for a few
months, but we found the browser plugin pretty terrible for pegging the CPU at 100%, even
when not in use" (March 2016) [74]. "If your internet is too flaky you can still dial in"
(December 2016) [75]. "much better than the skype for business, especially when we have
slow internet" (December 2016) [76]. "the most stable for me. Though it's not perfect"
(December 2016) [78]. "picture and call quality of @zoom_us is noticeably better than Google
Hangouts / Skype" (December 2016) [105]. "If Skype & Hangouts are melting your CPU during
video calls - try @zoom_us" (November 2016) [109].

The incumbent pain is loud and specific, and it predates Zoom. WebEx: "the horrible suck
that is WebEx" (2010) [82]; the Java applet complaint (2012) [83]; "Webex sucks... Horrible
audio, the people running the meeting never know how to use it" (2016) [84]; "Is it Webex?
Ugh." (December 2016) [85]. GoToMeeting: "Please recommend the best, most flexible &
reliable online meeting software since @gotomeeting SUCKS!" (August 2016) [111]; "your
product just sucks. I'm not a hater I'm a frequent user" (December 2016) [112]. Skype for
Business: "Everything about it is terrible" (September 2016) [90]; "we pretty much utilize
everything Skype4b has to offer. The issue is it's not reliable" (December 2016) [88];
"S4Kindergarners" (December 2016) [89]; "Skype for Business sucks ass." (October 2016) [113].
Hangouts: the ten-participant cap, complained about since 2011 [91]; "Hangouts sucks so
much' is the new 'what's the weather like?"' (October 2016) [114]. This is six years of unrelieved

pain, and it is the demand side of every switching story below.

The switching stories are dated and directional, and they get more casual as 2016 goes on.
"My group switched from Skype to Zoom (.us) a year or so back" (posted March 2016, dating
the switch to roughly early 2015) [74]. "I switched to zoom and it solved 95% of my problems,"
posted inside a Skype for Business thread, by a user whose employer already pays Microsoft



[97]. The GoToMeeting payer who absorbed the price hike [98]. "Last few Skype calls I've had
ALL ended with 'Let's switch to Zoom" (November 2016) [107]. "Use @zoom_us instead of
Skype - you can record straight on that" (November 2016) [106]. "we use @zoom_us instead of
Google Hangouts" (October 2016) [108]. "We just started using zoom. I'd have a look into that if
your thinking about ditching Skype" (December 2016) [88]. Counting switches, replacement
recommendations, and alternatives-thread endorsements together, roughly a dozen dated

items run toward Zoom and one runs away (the Teams departure) [103].

The strongest pattern is revealed preference: Zoom shows up unprompted in threads asking
how to escape an incumbent. In a Hangouts-replacement thread: "Use Zoom. Seriously. The
best I've used to date" (August 2016) [99]. In the Skype for Business alternatives thread [88]. In
a GoToMeeting-alternatives ask on Twitter, alongside BlueJeans and UberConference
(December 2016) [104]. Named first in one user's default set: "zoom/skype/hangouts/join.me/
etaladinfinitum" (November 2016) [102]. Slotting in exactly at the Hangouts cap: "we do our
meetings over hangouts or zoom (if we have more than 10 people)" (December 2016) [101].

Nobody prompted these people. That is the market recommending the product to itself.

The honest counterpoints, kept in the file: the pro-WebEx defense ("Ugly? Maybe. Slow to
start up? Indeed. But just works on anything," 2015) [86]; the pro-GoToMeeting voice that rates
it "the most reliable and best-sounding" while noting Zoom already sits in his consideration
set [87]; the WebEx all-hands anchored on Cisco hardware [99]; the free tier's 40-minute cap
registering as the most-repeated limitation, tolerated with a workaround [77]; and the one

churn story toward Teams [103].

The instrument caution, stated plainly. These voices come from Hacker News, Reddit, and
Twitter: tech-forward and loud. The silent majority that tolerates WebEx because IT already
bought it does not post. No Quora or Spiceworks material could be dated and admitted under
this memo's rules, and no archive of individual G2 reviews dated inside the window was
found (Limits section). What can be said is bounded but real: on every surface where buyers
are audible, the migration ran one way, and the population it reached by late 2016 included
paying defectors, IT administrators, and at least one flagship enterprise deployment [98, 88,
100].

7. Demand and timing

Five independent surfaces show the same curve, and the curve turned in 2016. Zoom is
absent from archived G2 category pages in October 2014 and March 2015 [95], a High



Performer with ten-plus reviews by April 2016 [94]. TrustRadius shows "Insufficient
Information" in September 2015 [92] and a rated product by June 2016 [93]. A date-filtered
search of Hacker News returns 31 comments mentioning zoom.us in total inside the window
(32 records counting non-comment items), the earliest found in July 2014, with praise density
accelerating sharply through 2016 [81, 73, 74]. The App Store shows a modest but real 487
lifetime ratings by December 2016 [96]. Twitter switching chatter concentrates in late 2016
[107, 105, 104]. Five uncoordinated surfaces, negligible or absent before 2015 in the captures

found, inflecting inside the same twelve months: that is a front edge, not a footprint.

The institutional instrument agrees, and it measures the buyers who do not post. Gartner
named Zoom a Cool Vendor in 2014 [16], a Visionary in the web-conferencing Magic Quadrant
whose report is dated December 2015 [10], and a Leader in the November 2016 edition,
evaluated against fourteen vendors [11]. Zoom also made the first Forbes Cloud 100 in
September 2016 [17]. Enthusiast niches rarely make the Gartner Leaders quadrant; the Magic
Quadrant's readership is precisely the WebEx-tolerating IT department the enthusiast

surfaces cannot hear.

The window is open at the decision date, and the dated record says it is closing.
GoToMeeting's owner is ten days into a new board with the merger closing January 31 under a
$100 million synergy mandate [56]. Microsoft's late-2016 target is Slack [49]. Cisco's stated
threat model is Microsoft and consumer services [45]. The free counterattack fired in April
2014 [57, 58] and Section 6 shows what it failed to stop. But the reabsorption threat is live
inside the window: Teams in November, Slack video in December, meetings shipping as a
checkbox inside chat [49, 65]. This may be the last quiet quarter, which argues for deciding

now rather than watching, and the price of deciding now is the subject of the Verdict.

Capital and attention flowed to the category, mostly to other people. Challenger raises
cluster in 2015 and 2016: BlueJeans' $76.5 million Series E [59], Fuze's $112 million [60],
Highfive [63], Switch [64]. The 2016 headline narrative is consolidation: Polycom private [34,
35], GoTo merged [55]. Sequoia's only dated signal inside the window adjacent to this deal is
Carl Eschenbach, VMware's operations chief, joining the firm in March 2016 [72]; no public

signal of Sequoia circling video, dated inside the window, was found in the searches run.

The consensus this timing call runs against, in contemporaneous words: video conferencing

"wasn't an 'in space" [19]; "seemingly a never ending list of vendors... no one does it just right"
[5]; "one of several companies to enter the market in recent years" [6]; "some 643 WebRTC-
based startups" [71]; and an analyst culture still explaining that "some workers are still

uncomfortable" on video, in a market it described as showing "solutions parity" [70]. Crowded



supply plus 10 percent weekly usage [68] reads, on the dated record, as a category before its
winner, not after its commoditization. The timing verdict this table lands on: not too early,
because the curve has visibly turned; not too late, because nine in ten desks still do not use
the behavior weekly.

Stated gaps: no admissible search-trends data and no hiring-signal data (job postings,
employer reviews) could be sourced for this memo. Both are instrument gaps, stated here

rather than papered over.

The Table Deliberates

Six seats read the same evidence file independently, each with a different mandate,

committed to positions, then argued. Their positions, before and after the argument:

THE QUESTION THEY CONFIDENCE (INDEPENDENT -
SEAT POSITION
OWN AFTER DELIBERATION)
The Skeptic Where does this GO WITH 68 > 65
die? EXPERIMENTS
The Growth Partner  Does the math GO WITH 68 - 65
work? EXPERIMENTS
The Customer- Do people want GO WITH 68 > 68
Truth Advisor this? EXPERIMENTS
The Operator What would make GO WITH 72->70
this huge? EXPERIMENTS
The Timing Analyst  Isthe wavereal,and GO WITH 68 - 65
is it now? EXPERIMENTS
The Red Team What is this room NO-GO AS FRAMED 62> 65
missing?

All six seats, working independently, landed on the same crux: the paid share of the claimed
380,000, against a record with no witnessed revenue. Five conditioned a GO on verifying it;
the sixth made the same number the core of a NO. When six different mandates arrive at the
same sentence, that sentence is the deal, and it is the first experiment in the Verdict.

No seat changed its verdict in the argument. Four lowered their confidence, and the dissent

got stronger. Three exchanges decided the memo.



First: the "enthusiast niche" attack broke against the non-enthusiast surfaces. The Red
Team's most dangerous argument was that the independently observable footprint (487 iOS
ratings, 31 Hacker News comments, 26 incentivized reviews) describes a niche darling, not a
market [96, 81, 93]. Five seats answered with the same evidence: the Gartner arc to Leader
among fourteen vendors [11], an instrument built for exactly the mainstream buyer the
attack calls unmeasured; the reseller channel forming [80]; GitLab's visible branded
deployment [100]; paying defectors absorbing a price increase [98, 97]; and the penetration
data, because a small footprint at 10 percent weekly usage [68] is an entry point, not a ceiling.
The Red Team conceded on the record: the migration's direction could not be reversed, only

reweighted, and it held no counter-verbatims.

Second: the Growth Partner's burn arithmetic forced the dissent's only retreat. The
triangulation ($45.5 million lifetime, a board member declining capital, an enterprise
operation visibly running under a roughly $2 million monthly ceiling) makes a strong case
that the company is substantially revenue-funded. The Red Team's concession, verbatim: "I
concede a floor exists." The dispute narrowed to whether the floor sits near $30 million or
$150 million of annual recurring revenue, which no admissible source can resolve, and which

is precisely what the experiments are for.

Third: the price-discovery point survived every seat, unanswered. A sole investor arrived at
the exact "billion range" the company's own board member floated publicly two months
earlier [19], no syndicate, no competing term sheet found, no admissible revenue beneath the
number. Every seat tried to refute it. None could, because refutation would require evidence
that does not exist in the record: a competing bid, an independent mark, a financial
statement. The Skeptic's exit comparables (WebEx at $3.2 billion [43], Polycom at $2.0 billion
[34]) defend the category's ceiling, not this round's price-setting process. The bulls kept their
verdicts because the experiments already gate the number the argument turns on; they

surrendered confidence because no experiment manufactures price discovery after the fact.

The dissent's last argument, and how the table ruled on it, is a question about who can
actually run the experiments. The Red Team argued that in a sole-investor round, only that
investor ever sees the cohort file, so a conditional GO collapses into a NO for everyone else.
The ruling, printed in full in the Verdict: for a party genuinely negotiating participation,
access is a condition of the wire, refusal is itself a result that resolves the experiments
negatively, and material parts of the verification can be run from outside the building using
instruments the record itself supplies. The ruling has a hard edge, though, and it is stated as a

rider rather than buried: a reader with no seat at this table has no go available here.




The Limits of an Outside-In Read

This memo is built entirely from the dated public record, and the reader should know exactly

where that record is thin.

The subject's later fame poisons the well, and the dating rules are the antidote, at a cost.
Nearly everything written about this company postdates the decision date. Every item cited
here carries an on-page date or an archive timestamp inside the window, and everything that
could not prove its date was excluded. The record therefore feels thin relative to the size of
the story. That thinness is the method working, not a research failure, and it is why several
findings in this memo are phrased as "none found in the searches run" rather than as

universal claims.

No admissible revenue, valuation, or headcount exists anywhere in the file. Every unit-
economics statement in this memo is triangulated from pricing pages, funding arithmetic,
and interested-party statements, and is labeled as such. The record can see this company's
demand. It cannot see its income statement, and an investor with a seat at the table is not
similarly limited. That asymmetry is both this memo's central caveat and the reason its

verdict is conditional.

The buyer-voice record has instrument boundaries. No Quora or Spiceworks material could
be dated and admitted. No archive of individual G2 reviews dated inside the window was
found; only the category grid could be used [94, 95]. The TrustRadius reviews are solicited
and incentivized, and are weighted accordingly [93]. Twitter items are returns from a date-
bounded platform search, not a census. The social record is a partial mirror everywhere, and

the silences in it are limited search results, not proofs of absence.

The growth record is almost entirely the company's own voice. Participant counts, customer
counts, minutes, usage growth, and satisfaction scores from 2013 through 2016 come from
Zoom releases and funding coverage quoting the company, with no third-party verification
found inside the window. This memo marks those numbers company-originated wherever

they appear, and rests its affirmative case on the third-party record instead.

One process artifact is disclosed rather than hidden. All six seats received the same evidence
file, including Section 1's arithmetic band, before forming positions. Their unanimity about
the paid-mix crux is therefore partly the file talking back to itself. The band is arithmetic on
the company's own count, the caution was printed inside it, and the dissenting seat flagged

the echo explicitly, but a reader should know the convergence was seeded as well as earned.



The founder record has a hole where the legend now sits. The biographical beats most often
told about this founder today could not be dated inside the window and appear nowhere in
this memo's reasoning. The founder case rests on the archived team page, contemporaneous

press, and the dated believer chain, which is narrower and, for this purpose, stronger.

A note on method

Six seats with distinct mandates (the Skeptic, the Growth Partner, the Customer-Truth
Advisor, the Operator, the Timing Analyst, and a Red Team assigned against whatever
consensus emerged) read the same evidence file independently, committed to written
positions with confidence numbers, then argued: each seat was required to attack the
strongest opposing argument with dated evidence and to name the strongest opposing
argument it could not refute. A managing adjudication then weighed the surviving
arguments, never the vote count. Every factual claim in this memo carries a source and a
date; no source postdates January 16, 2017; undated material was excluded by rule. This
memo is decision support, not investment advice, and the verdict is calibrated deliberately:

provocative on diagnosis, humble on prescription.
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