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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 8-K/A
(Amendment No. 1)

CURRENT REPORT
Pursuant to Section 13 or 15(d)
of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): January 30, 2017

CARBONITE, INC.
(Exact name of registrant as specified in its charter)

Delaware

001-35264

33-1111329

(State or other jurisdiction
of incorporation)

(Commission
File Number)

(IRS Employer
Identification No.)

Two Avenue de Lafayette, Boston, Massachusetts 02111
(Address of principal executive offices, including ZIP code)

(617) 587-1100
(Registrant’s telephone number, including area code)

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the following
provisions:
r

Written communications pursuant to Rule 425 under the Securities Act (17 C.F.R. §230.425)

r

Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 C.F.R. §230.14a-12)

r

Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 C.F.R. §14d-2(b))

r

Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 C.F.R. §13e-4(c))

Explanatory Note
Carbonite, Inc. (the “Company”) hereby amends its Current Report on Form 8-K ("Initial Form 8-K"), originally filed on January 31, 2017, related to the
acquisition of Double-Take Software, Inc. (“Double-Take”) as contemplated by that certain Stock Purchase Agreement, dated as of January 31, 2017, by and
among Vero Parent, Inc., Double-Take, Vision Solutions, Inc. and the Company. The Company is filing this Form 8-K/A for the purpose of including the required
financial statements and pro forma financial information in accordance with the requirements of Item 9.01 of Form 8-K. The financial statements and information
filed within this Form 8-K/A should be read in conjunction with the Initial Form 8-K.
Item 9.01 (a), (b) and (d)

Financial Statements and Exhibits.

23.1 *

Consent of Independent Auditors

99.3 *

Audited consolidated financial statements of Double-Take as of October 31, 2016 and October 31, 2015 and for the years ended October 31,
2016 and October 31, 2015

99.4 *

Unaudited pro forma condensed combined financial statements

* Filed herewith.

SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned,
hereunto duly authorized on April 18, 2017.

CARBONITE, INC.
By:

/s/ Anthony Folger

Name:

Anthony Folger

Title:

Chief Financial Officer

Exhibit 23.1
CONSENT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS
We have issued our report dated April 11, 2017, with respect to the consolidated financial statements of the Double-Take Software Business of Vero Parent, Inc.
(formerly IS Holdings I, Inc.) for the fiscal years ended October 31, 2016 and 2015, included in Exhibit 99.3 of Form 8-K/A of Carbonite, Inc. dated April 18,
2017. We consent to the incorporation by reference of said reports in Item 99.3 of the Registration Statements of Carbonite, Inc. on Forms S-8 (File Nos. 333176373, 333-179988, 333-187089, 333-194332, 333-202645, 333-210017, and 333-216757).

/s/ GRANT THORNTON LLP
Irvine, California
April 18, 2017

Exhibit 99.3

Consolidated Financial Statements and Report of Independent
Certified Public Accountants
THE DOUBLE-TAKE SOFTWARE BUSINESS OF VERO
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Audit . Tax . Advisory
Grant Thornton LLP
18400 Von Karman Avenue, Suite
900
Irvine, CA 92612-0525
T 949.553.1600
F 949.553.0168
www.GrantThornton.com

Stockholders
Double-Take Software, Inc.

We have audited the accompanying consolidated financial statements of the Double-Take Software Business of Vero Parent, Inc. (formerly IS
Holdings I, Inc.), which comprise the consolidated balance sheets as of October 31, 2016 and 2015, and the related consolidated statements of
operations and comprehensive income (loss), net parent deficit, and cash flows for the years then ended, and the related notes to the financial
statements.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant
to the preparation and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.
Auditors’ Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our audits in accordance
with auditing standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of the DoubleTake Software Business of Vero Parent, Inc. as of October 31, 2016 and 2015, and the results of its operations and its cash flows for the years then
ended in accordance with accounting principles generally accepted in the United States of America.

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd

1

Other Matter
As discussed in Note 1, the consolidated financial statements include liability and expense allocations for certain corporate functions historically
provided by Vero Parent, Inc. (formerly IS Holdings I, Inc.). These allocations may not be reflective of the actual expenses which would have been
incurred had the Company operated as a separate entity apart from Vero Parent, Inc. and IS Holdings I, Inc.

/s/ Grant Thornton LLP
Irvine, California
April 11, 2017

Grant Thornton LLP
U.S. member firm of Grant Thornton International Ltd
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Double-Take Software Business
CONSOLIDATED BALANCE SHEETS
October 31, 2016 and 2015
(in thousands, except share data)
2016

2015

ASSETS
Current assets
Cash

$

Accounts receivable, net of allowance for doubtful accounts of $1,482 and $1,397 at October 31, 2016 and
2015, respectively

778

$

1,563

6,930

8,787

264

478

Total current assets

7,972

10,828

Property and equipment, net

527

826

39

54

Prepaid and other current assets

Other assets
Deferred income taxes

1,775

Total assets

1,704

$

10,313

$

13,412

$

857

$

506

LIABILITIES AND NET PARENT DEFICIT
Current liabilities
Accounts payable
Accrued liabilities
Deferred revenue

558

825

13,170

15,385

Wages and related payables

2,348

2,507

Total current liabilities

16,933

19,223

Deferred revenue, non-current

2,785

3,217

Promissory note to Vero Holdings, less unamortized debt issuance costs of $184

2,776

—

Liability for unrecognized tax benefits

7,894

936

292

304

30,680

23,680

(18,963)

(9,232)

(1,404)

(1,036)

Other liabilities
Total liabilities
Commitments and contingencies (Note 5)
Net parent deficit
Net parent deficit in Double-Take Software Business
Accumulated other comprehensive loss
Total net parent deficit

(20,367)

Total liabilities and net parent deficit

$

The accompanying notes are an integral part of these consolidated financial statements.
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10,313

(10,268)
$

13,412

Double-Take Software Business
CONSOLIDATED STATEMENTS OF OPERATIONS AND
COMPREHENSIVE INCOME (LOSS)
For the years ended October 31, 2016 and 2015
(in thousands)
2016

2015

REVENUES:
Software license fees

$

Maintenance and support fees

13,386

$

15,355

25,271

28,639

2,072

1,877

Total revenues

40,729

45,871

COST OF REVENUES

6,169

6,874

34,560

38,997

Sales and marketing

18,768

21,799

Research and development

10,889

13,276

General and administrative

3,730

3,509

Total operating expenses

33,387

38,584

INCOME FROM OPERATIONS

1,173

413

87

—

(501)

(497)

(414)

(497)

Services fees

GROSS PROFIT
OPERATING EXPENSES:

OTHER (INCOME) EXPENSE:
Interest expense
Other, net
Total other (income) expense
INCOME BEFORE INCOME TAX PROVISION

1,587

910

INCOME TAX PROVISION

884

466

NET INCOME

703

444

(368)

(454)

OTHER COMPREHENSIVE INCOME (LOSS):
Foreign currency translation adjustment
COMPREHENSIVE INCOME (LOSS)

$

335

The accompanying notes are an integral part of these consolidated financial statements.
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$

(10)

Double-Take Software Business
CONSOLIDATED STATEMENTS OF
NET PARENT DEFICIT
For the years ended October 31, 2016 and 2015
(in thousands)
Net Parent Deficit in
Double-Take Software
Business
Balance at October 31, 2014

$

Net income

(9,154)

Accumulated Other
Comprehensive Loss
$

(582)

Total Net Parent
Deficit
$

(9,736)

444

—

444

—

(454)

(454)

Stock-based compensation

255

—

255

Capital contribution for tax liability

445

—

Foreign currency translation

Net transfers to parent

(1,222)

Balance at October 31, 2015

$

Net income

(9,232)

445

—
$

(1,036)

(1,222)
$

(10,268)

703

—

703

Foreign currency translation

—

(368)

(368)

Stock-based compensation

61

—

Capital distribution for tax liability

(6,003)

Net transfers to parent
Balance at October 31, 2016

(4,492)
$

(18,963)

(6,003)

—
$

The accompanying notes are an integral part of these consolidated financial statements.
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61

—
(1,404)

(4,492)
$

(20,367)

Double-Take Software Business
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the years ended October 31, 2016 and 2015
(in thousands)
2016

2015

Cash flows from operating activities:
Net income

$

703

$

444

Adjustments to reconcile net income to net cash provided by (used in) operating activities:
Provision for bad debts

226

177

Depreciation of property and equipment

379

441

Amortization of debt issuance costs

26

—

Loss on disposal of property and equipment

12

1

61

255

Stock-based compensation
Deferred income taxes

(408)

(7)

Changes in assets and liabilities:
Accounts receivable

1,735

122

230

76

16

55

Accounts payable

324

(182)

Accrued liabilities

(287)

(451)

(3,007)

(2,961)

Prepaid and other current assets
Other assets

Deferred revenue
Wages and related payables

(198)

Other liabilities

342

7,283

Net cash provided by (used in) operating activities

$

7,095

(130)
$

(1,818)

Cash flows from investing activities:
Acquisitions of property and equipment
Net cash used in investing activities

$

(101)

(210)

(101) $

(210)

Cash flows from financing activities:
Proceeds from promissory note with Vero Holdings

2,960

Payment of debt issuance costs

—

(210)

—

Capital (distributions) contributions from parent for tax liabilities

(6,003)

445

Net transfers to parent

(4,492)

Net cash used in financing activities

$

(7,745) $

(777)

(34)

(57)

(785)

(2,862)

Effect of exchange rate changes on cash
Net decrease in cash
Cash at the beginning of the year

(1,222)

1,563

Cash at the end of the year

4,425

$

778

$

1,563

$

172

$

261

47

$

—

Supplemental cash flow information:
Income taxes paid
Interest paid

$
The accompanying notes are an integral part of these consolidated financial statements.
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Double-Take Software Business
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
October 31, 2016 and 2015
(in thousands)
NOTE 1 - DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Description of Business
The Double-Take Software Business consists of assets, liabilities, revenues, and expenses of 1) Double-Take Software, Inc., a wholly owned subsidiary of
Vero Parent, Inc. (formerly IS Holdings I, Inc.; collectively the “Parent”) and its wholly owned subsidiaries and 2) an allocation of certain expenses and
liabilities of the Parent that relate to the Double-Take Software Business (collectively, the “Company”). In June 2016, IS Holdings I, Inc. was acquired by
Clearlake Capital Group and was renamed Vero Parent, Inc., which is a wholly owned subsidiary of Vero Parent Holdings LLC (“Vero Holdings”). Vero
Parent Inc. accounted for this transaction as a business combination; however the effect of accounting for this transaction as a business combination has not
been reflected in these consolidated financial statements.
The Company develops, sells, and supports affordable software that allows IT organizations of all sizes to move, manage, protect, and recover workloads
across any distance and any combination of physical and virtual server environments. The Company’s products and services are marketed and sold worldwide
through the Company’s direct sales force and a network of business partners and distributors.
Basis of Presentation
The accompanying consolidated carve-out financial statements have been prepared in accordance with accounting principles generally accepted in the United
States of America (“U.S. GAAP”). The Company has not applied push-down accounting in the preparation of these consolidated financial statements.
Accordingly, any goodwill, intangible assets, related impairment charges, and debt reflected in the consolidated financial statements of the Parent are not
recorded in these financial statements.
The Company’s consolidated financial statements include all revenue, costs, assets, liabilities, and cash flows directly attributable to the Company, as well as
certain allocations of direct and indirect costs and liabilities from the Parent. Specifically, management used the following method of allocation in preparing
the accompanying consolidated carve-out financial statements:
Assets and Liabilities - Prior to June 2016, with the exception of certain foreign subsidiaries, the Parent performed substantially all cash management and
treasury functions and directly funded the operations of the Company, including operating expenses and capital expenditures. Therefore, the cash balance
on the Company’s October 31, 2015, consolidated balance sheet represents only cash held by the Company’s foreign subsidiaries. After June 2016, the
Company began managing certain of its own cash accounts.
Assets and liabilities that were specifically identifiable to the Company’s business were recorded on the Company’s consolidated balance sheets as of
October 31, 2016 and 2015. Additionally, Wages and Related Payables include an allocation of costs for managerial and executive level personnel. The
costs for managerial and executive level personnel have been allocated on the same basis that was applied to expenses as discussed below. All other
shared assets and liabilities of the Parent and the Company have not been reflected in the consolidated balance sheets as the amounts are not material.
Revenue - Revenue transactions that relate to the Company’s business were specifically identified and recorded as revenue in the accompanying
consolidated statement of operations and comprehensive income (loss).
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Operating Costs and Expenses - Direct costs of the Company’s business were specifically identified and recorded in the Company’s operating expenses.
General and administrative expenses have been allocated based on a percentage of revenue. Certain shared operating expenses, including managerial and
executive level personnel costs, have been allocated to the Company based predominately on headcount metrics or as a percentage of revenue. These
costs have been included in various line items in the accompanying consolidated statements of operations and comprehensive income (loss) as follows:
Year Ended October 31,
2016
Cost of revenues

$

1,096

2015
$

952

Sales and marketing

3,815

5,615

Research and development

1,157

1,489

General and administrative

3,730

3,509

$

9,798

$

11,565

Management believes such allocations are reasonable representations of the utilization of services and the benefit received by the Company. However, these
allocations and estimates are not necessarily indicative of the actual costs and expenses that would have resulted if the Company had operated as an
independent stand-alone company.
For purposes of these consolidated financial statements, all intercompany transactions between the Company and the Parent, except for the promissory note
with Vero Holdings (see Note 4), are considered to be effectively settled at the time the intercompany transaction is recorded. The total net effect of the
settlement of these intercompany transactions is reflected as a financing activity on the consolidated statements of cash flows and as Net Parent Deficit on the
consolidated balance sheets. All intercompany transactions and balances within the consolidated Company have been eliminated.
The Company's equity balance in these consolidated financial statements represents the excess of total liabilities over total assets, including the net results of
contributions and distributions between the Company and its Parent (net parent deficit) and accumulated other comprehensive income (loss).
NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Revenue Recognition
The Company derives revenues from three primary sources: software license fees, maintenance and support fees, and services fees. Software license fees
include revenues from licensing of the Company’s software products. Maintenance and support fees consist of revenues from maintaining and supporting the
licensed software and providing periodic upgrades through post-contract customer support. Services fees include implementation, consulting, migration, and
education services. The Company recognizes revenue in accordance with Accounting Standards Codification (“ASC”) Topic 985-605, Software Revenue
Recognition .
Software License Fees
The Company recognizes software license fees when a non-cancelable, contingency-free license agreement has been executed, the product has been delivered,
fees from the arrangement are fixed and determinable, and collection is probable. The Company does not generally offer rights of return or acceptance clauses.
If a software license contains rights of return or customer acceptance criteria that provide cancellation rights, recognition of the software license revenue is
deferred until the earlier of customer acceptance or the expiration of the acceptance period or cancellation of the right of return. The Company considers the
license fee to be fixed or determinable if the fee is not subject to refund or adjustment and is payable within 12 months of the agreement date based on the
Company’s collection history on such arrangements. If the arrangement fee is not fixed or determinable, the Company recognizes the license fee as amounts
become due and payable. When software license agreements call for payment terms in excess of usual and customary terms, software license fees are
recognized as payments become due and all other conditions for revenue recognition have been satisfied.
Revenue arrangements with resellers are recognized when the Company meets the preceding criteria and the reseller has no right of return. Resellers generally
purchase software licenses for identified end users and do not retain inventory for future sales.
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The Company typically enters into multiple element arrangements, which include both software license fees and maintenance and support fees, and may
include services fees. The Company generally licenses its software on a perpetual basis. Revenue is allocated to each element based upon its relative fair value
as determined by vendor-specific objective evidence (“VSOE”).
When the fair value of a delivered element (i.e., software licenses) has not been established, the residual method is used to record revenue if the fair value of
all undelivered elements is determinable. Under the residual method, the fair value of undelivered elements is deferred and the remaining portion of the fee,
net of all discounts, is allocated to the delivered element and is recognized as revenue. For sales transactions where maintenance and support fees or service
fees are priced below the range for VSOE, the Company defers the related revenue based on the low end of the range for VSOE. If VSOE of any undelivered
element does not exist, all revenue for the arrangement is deferred until VSOE of the undelivered element is established or the element has been delivered. For
transactions in which VSOE for support services has not been established, the Company recognizes revenue for these transactions ratably over the support
period.
The Company provides term licenses to a small percentage of its customers. The length of multi-year term licenses range from two to five years. The
Company has a policy under which multi-year term licenses are to be sold with a support period equaling the term of the license. The Company recognizes the
full value of the multi-element, multi-year license contracts using the subscription method on a ratable basis over the length of the contract.
Maintenance and Support Fees
Maintenance and support fees consist of maintaining and supporting the licensed software and providing periodic upgrades. Revenue from these services is
recorded as deferred revenues and recognized ratably over the maintenance period, which generally ranges between one and three years.
Services Fees
The Company provides implementation, consulting, migration, and education services, which are separately priced and are generally not essential to the
functionality of the Company’s software products. Revenue from these services is recognized separately from license fee revenue because the arrangements
qualify as “service transactions” as defined by ASC Topic 985-605. Revenues for implementation, consulting, migration or education services are recognized
as services are performed.
Cash
Cash balances are insured by the Federal Deposit Insurance Corporation (“FDIC”) up to $250 per bank. The Company had cash balances with one bank at
October 31, 2016, that exceeded the balance insured by the FDIC by $129. As of October 31, 2016 and 2015, the Company had $399 and $1,563, respectively,
held in foreign banks.
Accounts Receivable
The majority of the Company’s accounts receivable are due from companies in the manufacturing, wholesale, distribution, retail, financial, and transportation
industries. Credit is extended based upon an evaluation of a customer’s financial condition and collateral is generally not required. Accounts receivable are
generally due within 30 days and are stated at amounts due from customers net of allowance for doubtful accounts. Accounts outstanding longer than the
contractual payment term are considered past due.
Management estimates an allowance for doubtful accounts by considering a number of factors, including the length of time accounts receivable are past due,
the Company’s previous loss history, the customer’s current ability to pay its obligation to the Company, and the condition of the general economy and
industry as a whole. The Company writes off accounts receivable that have become uncollectible and payments subsequently received on such receivables are
credited to the allowance for doubtful accounts.
Concentration of Credit Risk
Revenue derived from customers and partners outside the United States was approximately 50% and 49% of the Company’s total revenues during the years
ended October 31, 2016 and 2015, respectively. No customer accounted for more than 10% of total accounts receivable as of October 31, 2016 or 2015.
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Property and Equipment, net
Property and equipment, which consist primarily of office furniture and computer equipment, are recorded at cost and are depreciated on a straight-line basis
over the estimated useful lives of the assets, ranging from three to seven years using the half-year convention. Leasehold improvements are amortized over the
term of the lease or the estimated useful lives of the assets, whichever is shorter. Repairs and maintenance costs are expensed as incurred.
Advertising Expense
Advertising costs are charged to expense during the period in which they are incurred. The total amount of advertising expense was $478 and $387 for the
years ended October 31, 2016 and 2015, respectively, and are included in Sales and Marketing Expenses on the consolidated statements of operations and
comprehensive income (loss).
Income Taxes
The Company is included in a consolidated group with the Parent and its subsidiaries for purposes of filing Federal and state income tax returns. For financial
reporting purposes, the Company’s tax provision is calculated on a stand-alone basis. Due to tax attributes of other companies within the consolidated group,
the Company’s liability for Federal and state income taxes may differ significantly from the liabilities calculated on a stand-alone basis. For financial reporting
purposes, tax benefits from the consolidated tax returns are recorded as a contribution to capital.
The Company accounts for income taxes using the asset and liability method in which deferred tax assets and liabilities are recognized for the future tax
consequences attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax basis.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years in which those temporary differences
are expected to be recovered or settled. The effect on deferred tax assets and liabilities of a change in tax rates is recognized as income in the period that
includes the enactment date. A valuation allowance is established if it is more likely than not that all or a portion of the deferred tax asset will not be realized.
The Company accounts for uncertainties in income taxes using a recognition threshold and a measurement attribute for the financial statement recognition and
measurement of tax positions taken or expected to be taken in a tax return. Tax benefits are recorded only for tax positions that are more likely than not to be
sustained upon examination by tax authorities. The Company recognizes interest and penalties related to uncertain tax positions within the income tax
provision on the consolidated statement of operations and comprehensive income (loss).
Software Development Costs
Research and development costs are expensed as incurred. The Company capitalizes certain software development costs upon the establishment of
technological feasibility and before the general release of a product. Management considers technological feasibility to be reached at approximately the same
time products are generally available to customers. Management believes that the costs incurred subsequent to technological feasibility but before the general
release of a product are not material. For the years ended October 31, 2016 and 2015, all software development costs were expensed as incurred.
Impairment of Long-Lived Assets
Management reviews long-lived assets for impairment whenever events or changes in business circumstances indicate the carrying amount of the assets may
not be fully recoverable. An impairment loss is recognized when the estimated undiscounted future cash flows expected to result from use of the asset and its
eventual disposition is less than the carrying amount. Impairment, if any, is determined using discounted cash flows. The Company did not record any
impairment charges for the years ended October 31, 2016 and 2015.
Stock-Based Compensation
The Parent maintains various stock-based compensation plans. The Company's employees participate in such programs, and the cost of those equity awards
attributable to employees of the Company and an allocation for managerial personnel is included as expense in the statement of operations and comprehensive
income (loss) and as a component of the Net Parent Deficit in the consolidated balance sheets as of October 31, 2016 and 2015.
The Company accounts for stock-based compensation at fair value using the Black-Scholes option valuation method. Stock10

based compensation expense is measured at the grant date, based on the fair value of the award, and is recognized as an expense over the requisite employee
service period (generally the vesting period) for awards expected to vest (considering estimated forfeitures). The estimation of stock awards that will
ultimately vest requires judgment, and to the extent actual results or updated estimates differ from management's current estimates, such amounts will be
recorded as a cumulative adjustment in the period estimates are revised.
Stock based compensation expense was $61 and $255 for the years ended October 31, 2016 and 2015, respectively, of which $23 and $172 was for corporate
allocations of management personnel. Stock-based compensation expense for the years ended October 31, 2016 and 2015, was recorded as follows:
2016
Cost of revenues

$

2015
11

$

47

Sales and marketing

28

117

Research and development

13

55

General and administrative

9
$

61

36
$

255

Disclosures of options activity, assumptions used in determining grant date fair value, and other related disclosures are not considered material to the DoubleTake Software Business and have been omitted.
Foreign Currency Translation
For the Company’s foreign subsidiaries, the functional currency is the local currency. Accordingly, assets and liabilities are translated into U.S. dollars using
the year-end exchange rates. Revenue and expense accounts are translated at weighted average exchange rates prevailing during the year. The resulting
translation gains and losses are classified as a separate component of Net Parent Deficit in the consolidated balance sheets. Gains and losses from foreign
currency transactions resulted in a gain of $501 and $497 for October 31, 2016 and 2015, respectively, and are included in other (income) expenses, net in the
consolidated statements of operations and comprehensive income (loss).
Use of Estimates
The preparation of consolidated financial statements in conformity with accounting principles generally accepted in the United States of America requires
management to make estimates and assumptions that affect the amounts reported in the consolidated financial statements and accompanying notes. The
Company is subject to uncertainties such as the impact of future events, economic, environmental and political factors, and changes in the Company’s business
environment; therefore, actual results could differ from these estimates. Accordingly, the accounting estimates used in the preparation of the Company’s
consolidated financial statements will change as new events occur, as more experience is acquired, as additional information is obtained and as the Company’s
operating environment changes. Changes in estimates are made when circumstances warrant. Such changes in estimates and refinements in estimation
methodologies are reflected in reported results of operations; if material, the effects of changes in estimates are disclosed in the notes to the consolidated
financial statements.
Significant estimates and assumptions by management affect: the allowance for doubtful accounts, VSOE of fair value for maintenance and support and
services, the provision for income taxes and related deferred tax accounts, the liability for unrecognized tax benefits, the valuation allowance for deferred tax
assets, certain accrued expenses, and the allocation of certain shared costs incurred by Parent on behalf of the Company.
Comprehensive Income (Loss)
The Company reports comprehensive income (loss) in addition to net income from operations. Comprehensive income (loss) is a more inclusive financial
reporting methodology that includes disclosure of certain financial information that historically has not been recognized in the determination of net income.
Comprehensive income (loss) consists of foreign currency translation adjustments and is presented on the statements of operations and comprehensive income
(loss).
Fair Value of Financial Instruments
The Company applies a framework for determining fair value using a hierarchy of information. Fair value is defined as the “exit price” to value an asset or
liability, which is the price at which an asset could be sold or a liability could be transferred in an orderly process that is not a forced liquidation or distressed
sale at the measurement date.
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The Company estimates fair values using the following three-level hierarchy that prioritizes market inputs:
Level 1:
Level 2:
Level 3:

Quoted prices in active markets for identical assets or liabilities.
Inputs other than quoted prices that are observable for the asset or liability, either directly or indirectly, for substantially the full term of the
financial instrument.
Unobservable inputs for the asset or liability.

As of October 31, 2016 and 2015, there were no assets or liabilities recorded at fair value on the consolidated balance sheets that are re-measured at fair value
on a recurring basis.
The carrying amounts reported in the balance sheets for accounts receivable, accounts payable and accrued liabilities approximate their fair values due to the
short-term nature of these financial instruments. The carrying value of the promissory note with Vero Holdings approximates fair value as the interest rate
charged by Vero Holdings is consistent with current market interest rates for loans of similar amount and maturity.
Deferred Rent
The Company recognizes fixed minimum rent expense for non-cancelable operating leases directly related to the Double-Take Software business on a straightline basis over the term of each individual lease. The difference between recognized rent expense and amounts payable under the lease is recorded as a
deferred lease liability. As of October 31, 2016 and 2015, the deferred lease liability was $292 and $304, respectively, and is included within other non-current
liabilities on the consolidated balance sheets.
Taxes Collected from Customers
The Company presents all non-income government-assessed taxes (sales, use, and value added taxes) collected from its customers and remitted to
governmental agencies on a net basis (excluded from revenue) in its consolidated financial statements.
Recently Issued Accounting Standards
In August 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”) No. 2014-15, Presentation of Financial
Statements-Going Concern (Subtopic 205-40): Disclosure of Uncertainties about an Entity's Ability to Continue as a Going Concern ("ASU 2014-15"). The
amendments in this Update provide guidance on management's responsibility in evaluating whether there is substantial doubt about an entity's ability to
continue as a going concern and to provide related footnote disclosures. Currently, there is no guidance in U.S. GAAP about management's responsibility to
evaluate whether there is substantial doubt about an entity's ability to continue as a going concern or to provide related footnote disclosures. U.S. auditing
standards and federal securities law require that an auditor evaluate whether there is substantial doubt about an entity's ability to continue as a going concern
for a reasonable period of time not to exceed one year beyond the date of the financial statements being audited. Because of the lack of guidance in U.S.
GAAP and the differing views about when there is substantial doubt about an entity's ability to continue as a going concern, there is diversity in whether,
when, and how an entity discloses the relevant conditions and events in its financial statements. The amendments in this Update are effective for the annual
period ending after December 15, 2016, and for annual periods and interim periods thereafter. Early application is permitted. Management has adopted the
new standard effective for fiscal 2015. See Note 9 related to the sale of the business to Carbonite, Inc.
In May 2014, the FASB issued ASU No. 2014-09, Revenue (Topic 606): Revenue from Contracts with Customer (ASU 2014-09). The new standard provides a
single, principles-based five-step model to be applied to all contracts with customers while enhancing disclosures about revenue, providing additional
guidance for transactions that were not previously addressed comprehensively and improving guidance for multiple-element arrangements. ASU 2014-09 is
effective for annual and interim fiscal reporting periods beginning after December 15, 2017. Management is currently evaluating the expected impact of this
standard on its consolidated financial statements.
In April 2015, FASB issued new guidance related to disclosure around debt issuance costs, ASU No. 2015-03, Interest - Imputation of Interest (subtopic 83530): “Simplifying the presentation of Debt Insurance Cost ”. The new standard will be effective for the Company for the year ending 2016. The Board
affirmed the proposal that debt insurance costs be presented on the balance sheet as a direct reduction from the carrying amount of the liability, in the same
manner as debt discounts. The Company adopted this guidance for its year ended 2016.
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In November 2015, the FASB issued ASU No. 2015-17, “ Income Taxes (Topic 740): Balance Sheet Classification of Deferred Taxes ,” which simplifies the
presentation of deferred income taxes. Under the new accounting standard, deferred tax assets and liabilities are required to be classified as noncurrent,
eliminating the prior requirement to separate deferred tax assets and liabilities into current and noncurrent. The new guidance is effective for the Company
beginning on January 1, 2017, with early adoption permitted. The Company adopted this guidance retrospectively for all periods presented.
In February 2016, the FASB issued new guidance on leases, ASU No. 2016-02, Leases (subtopic 842) . The new guidance will increase transparency and
comparability among organizations that lease buildings, equipment, and other assets by recognizing the assets and liabilities that arise from lease transactions.
Current off-balance sheet leasing activities will be required to be reflected on balance sheets so that investors and other users of financial statements can more
readily and accurately understand the rights and obligations associated with these transactions. Consistent with the current lease standard, the new guidance
addresses two types of leases: finance leases and operating leases. Finance leases will be accounted for in substantially the same manner as capital leases are
accounted for under current GAAP. Operating leases will be accounted for (both in the statement of operations and statement of cash flows) in a manner
consistent with operating leases under existing GAAP. However, as it relates to the balance sheet, lessees will recognize lease liabilities based upon the
present value of remaining lease payments and corresponding lease assets for operating leases with limited exception. The new guidance will also require
lessees and lessors to provide additional qualitative and quantitative disclosures to help financial statement users assess the amount, timing, and uncertainty of
cash flows arising from leases. These disclosures are intended to supplement the amounts recorded in the financial statements so that users can understand
more about the nature of an organization’s leasing activities. The new guidance is effective for annual reporting periods (including interim reporting periods
within those annual periods) beginning after December 15, 2018. Early application is permitted. The Company is evaluating the impact of adoption of this
guidance on its financial position, results of operations and disclosures.
In March 2016, the FASB issued ASU No. 2016-09, Improvements to Employee Share-Based Payment Accounting , which simplifies several aspects of the
accounting for employee share-based payment transactions. The areas for simplification include the accounting for income tax consequences, classification of
awards as either equity or liabilities, accounting for forfeitures, and classification on the statement of cash flows. The guidance is effective for annual periods
beginning after December 15, 2016, and interim periods within those annual periods. Early adoption is permitted. The Company is evaluating the impact of
adoption of this guidance on its financial position, results of operations and disclosures.
NOTE 3 - PROPERTY AND EQUIPMENT
Property and equipment consists of the following as of October 31, 2016 and 2015:
2016
Computer equipment and software

$

2015
959

$

1,425

Furniture and fixtures

576

604

Leasehold improvements

974

990

Less accumulated depreciation and amortization
$

2,509

3,019

(1,982)

(2,193)

527

$

826

NOTE 4 - PROMISSORY NOTE WITH VERO HOLDINGS
Third-party debt held by the Parent has not been pushed-down to the Company. The consolidated financial statements only include debt incurred directly by
the Company.
On June 16, 2016, the Company entered into a promissory note with Vero Holdings (the “Promissory Note”). The Promissory Note allows the Company to
borrow up to $7 million until June 16, 2019 (the “Maturity Date”), with each advance bearing interest at a fixed rate per annum equal to the LIBOR rate plus
6.50% (8.08% as of October 31, 2016), or the maximum rate permissible by law, whichever is less and calculated on the basis of a 360 day year and the actual
number of days elapsed. Principal borrowings are due and payable on the Maturity Date and may be prepaid in whole or in part at any time, without premium
or penalty. As of October 31, 2016 borrowings outstanding under the Promissory Note were $2,960.
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The Company incurred debt issuance costs of $210, which were recorded as a reduction to the Promissory Note in the consolidated balance sheets and are
being amortized as a component of interest expense over the life of the loan using the effective interest method. The unamortized debt issuance costs were
$184 at October 31, 2016.
NOTE 5 - COMMITMENTS AND CONTINGENCIES
Software license agreements include a performance guarantee that the Company’s software products will substantially operate as described in the applicable
program documentation for a period of 365 days after delivery. To date, the Company has not incurred any significant costs associated with these warranties
and does not expect to incur significant warranty costs in the future. Therefore, no accrual has been made for potential costs associated with these warranties.
The Company’s standard sales agreements contain an indemnification provision pursuant to which it shall indemnify, hold harmless, and reimburse the
indemnified party for losses suffered or incurred by the indemnified party in connection with any United States patent, any copyright or other intellectual
property infringement claim by any third party with respect to its software. As the Company has not incurred any significant costs to defend lawsuits or settle
claims related to these indemnification agreements, management believes that its estimated exposure on these agreements is minimal. Accordingly, the
Company has no liabilities recorded for these indemnification obligations.
The Company leases its office facilities and certain equipment under operating lease arrangements with escalating rent provisions that expire at various dates
through 2019. Future minimum payments under non-cancelable leases, whereby the Company is the lessee or where the facility was used in the Company’s
business, are as follows:
Fiscal year ending October 31,
2017

$

950

2018

157

2019

37
$

1,144

The amount of rent payments above excludes an offset for sublease income of $108 which will be received by the Company through August 2017. Rent
expense, net of sublease income, for the years ended October 31, 2016 and 2015 was $1,170 and $1,090, respectively.
The Company is subject to claims and lawsuits that arise primarily in the ordinary course of business. It is the opinion of management that the disposition or
ultimate resolution of such claims and lawsuits will not have a material adverse effect on the consolidated financial position of the Company.
NOTE 6 - INCOME TAXES
The Company's consolidated financial statements recognize the current and deferred income tax consequences that result from the Company's activities during
the current and preceding periods, as if the Company were a separate taxpayer rather than a member of the Parent's consolidated income tax return group.
The components of Income before income tax provision for the years ended October 31, 2016 and 2015 consist of the following:
2016
United States

$

Foreign

2015
3,146

$

(1,559)
$

14

1,587

833
77

$

910

The Income tax provision for the years ended October 31, 2016 and 2015 consists of the following:
2016

2015

Current:
Federal

$

1,048

Foreign
State

$

260

151

165

93

48

1,292

473

Deferred:
Federal
State

$

(364)

(53)

(44)

46

(408)

(7)

884

$

466

The reconciliation of the Company’s effective tax rate for the years ended October 31, 2016 and 2015 to income taxes computed using the Federal statutory
rate is as follows:
2016
Income tax expense (benefit) at federal statutory rate
State income taxes, net of Federal tax benefit
Change in valuation allowance

2015

35.0 %

35.0 %

2.0 %

6.7 %

(350.6)%

30.9 %

R&D credits

(11.7)%

(20.5)%

Change in unrecognized tax benefits

418.0 %

4.1 %

(429.5)%

—%

Worthless stock deduction
Write-off of Canadian deferred tax asset
Other

391.7 %

—%

0.8 %

(5.0)%

55.7 %

51.2 %

The tax effects of temporary differences that give rise to deferred tax assets (liabilities) at October 31, 2016 and 2015 are as follows:
2016

2015

Deferred tax assets:
Allowance for doubtful accounts

$

498

$

466

Accrued compensation

504

416

Intangibles

214

238

Other

424

570

734

6,237

2,374

7,927

Net operating losses
Less: valuation allowance

(487)

Net deferred tax assets

(6,051)

1,887

Deferred tax liabilities - other

1,876

(112)
$

Net deferred tax asset

1,775

(172)
$

For the periods ended October 31, 2016 and 2015, the Company is a member of the Parent’s consolidated tax return. The
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1,704

Company has applied the separate return method to allocate current and deferred tax expense as if the Company was a separate taxpayer. For the periods
ended October 31, 2016 and 2015, the Company had a tax payable (receivable) to its Parent of ($6,003) and $445, which is recorded as part of the Company’s
net parent deficit. The income tax receivable at October 31, 2016, relates primarily to a worthless stock deduction for the Company’s Canadian entity, and is
available for offset against the liability for unrecognized tax benefits of $7,894.
Management assesses the available positive and negative evidence to estimate whether sufficient future taxable income will be generated to realize the existing
deferred tax assets. As of October 31, 2015, the Company had determined it was more likely than not that the benefit from its Canadian NOL and credit
carryforwards, as well as certain state NOL carryforwards, would not be realized and a valuation allowance was recognized against these assets. During the
year ended October 31, 2016, management discontinued operations in Canada and deemed the existing deferred tax assets related to is Canadian NOL and
credit carryforwards to be worthless. As a result, the deferred tax asset related to Canadian NOL and credit carryforward, as well as the related valuation
allowance, of $5,564 has been written off as of October 31, 2016.
At October 31, 2016, the Company has state NOL carryforwards of $13,806 that will begin to expire in 2021 if not previously utilized.
The activity of gross unrecognized tax benefits is as follows:
Year Ended October 31,
2016
Unrecognized Tax Benefits - Beginning of year

$

Gross Increases - tax positions in prior period
Gross Decreases - tax positions in prior period
Gross Increases - tax positions in current period
Settlement
Lapse in statute of limitations

2015
936

899
—

—

—

7,177

37

—

—

(219)

Unrecognized Tax Benefits - End of year

$

—

7,894

—
936

As of October 31, 2016 and 2015, the liability for unrecognized tax benefits has been reflected as a noncurrent liability on the consolidated balance sheets.
Included in the balance of unrecognized tax benefits as of October 31, 2016 and 2015, are $7,894 and $936, respectively, of tax benefits that, if recognized,
would impact the effective tax rate.
We recognize interest related to unrecognized tax benefits and penalties as income tax expense. As of October 31, 2016, no interest or penalties have been
accrued on the unrecognized tax benefits.
It is estimated that the amount of the unrecognized tax benefit with respect to the Company's unrecognized tax positions will decrease by approximately $435
within the next twelve months. These changes are estimated based on the expiration of federal and state statutes of limitation for the assessment of taxes.
The Company is subject to audit by federal, state, local and foreign tax authorities in the ordinary course of business. The Company files as part of its Parent’s
consolidated federal income tax return and those tax returns remain open for the 2013 through 2016 tax years. In addition, the Parent files in multiple state and
foreign jurisdictions and the statute for those jurisdictions remains open for the 2011 through 2016 tax years.
NOTE 7 - 401(k) SAVINGS PLAN AND DEFINED CONTRIBUTION RETIREMENT PLAN
The Parent has a 401(k) savings plan whereby Company participants may contribute a percentage of compensation, but not in excess of the maximum allowed
under the Internal Revenue Code. The Parent has historically provided matching contributions within certain limitations and restrictions. The Company’s
401(k) employee matching contributions for the years ended October 31, 2016 and 2015, were $426 and $186, respectively.
The Company also contributes to a defined contribution retirement plan for certain Company employees located in France. The Company’s contribution to this
plan for the years ended October 31, 2016 and 2015, was $132 and $190, respectively.
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NOTE 8 - RELATED PARTY TRANSACTIONS
Effective June 16, 2016, the Company entered into a Shared Services Agreement with its Parent under which the Parent will provide shared services to the
Company, including marketing, human resources, finance & accounting, information technology and legal services. In consideration of the shared services
provided, the Parent charged the Company $3,081 during the period from June 16, 2016, through October 31, 2016. As of October 31, 2016, the outstanding
intercompany payable to Parent was $2,220, which is included within the net parent deficit account on the Company’s consolidated balance sheet. The amount
was repaid in full by January 31, 2017, as discussed below. The Shared Services Agreement was terminated on January 31, 2017. The Parent charged the
Company $1,745 during the period from November 1, 2016 to January 31, 2017 for shared services provided.
NOTE 9 - SUBSEQUENT EVENTS
On January 31, 2017, Carbonite, Inc. (“Carbonite”) purchased the Company by acquiring all the issued and outstanding capital stock of Double-Take
Software, Inc. from Vero Parent (the “Transaction”). In connection with the Transaction, the Promissory Note and intercompany payable for the Shared
Services Agreement with the Parent were paid in full. Additionally, Carbonite entered into an agreement with the Parent, whereby the Parent will provide to
Carbonite certain transition related services. No effects of this transaction have been reflected in these consolidated financial statements.
Management evaluated subsequent events through April 11, 2017, which is the date these consolidated financial statements were available to be issued, and
has determined that there were no further subsequent events that have occurred of a nature that would require recognition or disclosure.
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Exhibit 99.4
UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION
As previously disclosed, on January 31, 2017, Carbonite, Inc. (the “Company”) entered into a Stock Purchase Agreement (the “Agreement”) to acquire all of
the outstanding capital stock of Double-Take Software, Inc. ("Double-Take") The following unaudited pro forma condensed combined financial information and
related notes combine the historical financial statements of Carbonite and Double-Take.
The unaudited pro forma condensed combined statement of operations for the year ended December 31, 2016 gives effect to the acquisition as if it had
occurred on January 1, 2016, the beginning of our fiscal year. The unaudited pro forma condensed combined balance sheet gives effect to the acquisition as if it
had occurred on December 31, 2016. The historical condensed combined financial information has been adjusted to give effect to pro forma events that are: 1)
directly attributable to the acquisition; 2) factually supportable; and 3) with respect to the statement of operations, expected to have a continuing impact on the
combined results. In the opinion of management, all adjustments necessary to present fairly the unaudited pro forma condensed combined financial information
have been made. The assumptions underlying the pro forma adjustments are described fully in the accompanying notes, which should be read in conjunction with
the unaudited pro forma condensed combined financial information.
The unaudited pro forma condensed combined financial information is derived from and should be read in conjunction with the Company's historical audited
financial statements for the fiscal year ended December 31, 2016, which are available in our Annual Report on Form 10-K for the fiscal year ended December 31,
2016, and the historical audited financial statements of Double-Take included in this Form 8-K/A.
The allocation of the purchase price as reflected in the unaudited pro forma condensed combined financial information was based on a preliminary valuation
of the assets acquired and liabilities assumed, and the accounting is subject to revision as more detailed analyses are completed and additional information about
the fair value of assets acquired and liabilities assumed becomes available. This allocation of the purchase price depends upon certain estimates and assumptions,
all of which are preliminary and, in some instances, are incomplete and have been made solely for the purpose of providing unaudited pro forma condensed
combined financial information. Any adjustments to the preliminary estimated fair value amounts could have a significant impact on the unaudited pro forma
condensed combined financial information contained herein, and our future results of operations and financial position.
The unaudited pro forma condensed combined financial information is for informational purposes only and should not be considered indicative of actual
results that would have been achieved if Double-Take had been acquired and the other transactions had been completed on the date or for the periods presented,
and does not purport to indicate the results of operations or financial position as of any future date or for any future period.

Unaudited Pro Forma Condensed Consolidated Balance Sheet
as of December 31, 2016
(in thousands)

Historical
Carbonite

Pro Forma
Adjustments

Double-Take

Pro Forma
Combined

Notes

ASSETS
Current assets:
Cash and cash equivalents

$

Marketable securities
Trade accounts receivable, less allowances for doubtful accounts
Prepaid expenses and other current assets
Restricted cash

59,152

$

778

$

(20,440)
—

6,930

(722)

c

22,847

7,325

264

(106)

c

7,483

135

—
7,972

(21,268)

Property and equipment, net

23,872

527

(85)

157

1,814

13,751

—

Goodwill

23,728
Total assets

$

39,490

16,639

83,251

Acquired intangible assets, net

$

—

Total current assets
Other assets

a, b, c

—

—

—

144,759

$

5,819

$

—

10,313

$

857

$

135
69,955
c

(1,772)

c, k

35,300

d

49,779

d

61,954

24,314
199
49,051
73,507
$

217,026

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable

$

Accrued expenses
Current portion of deferred revenue

(221)

c

19,768

2,906

(854)

c

86,311

13,170

(3,738)

111,898

16,933

(4,813)

21,280

2,785

(1,717)

Promissory note to Vero Holdings

—

2,776

Borrowings under credit facility

—

—

Total current liabilities
Deferred revenue, net of current portion

Other long-term liabilities
Total liabilities

$

6,455
21,820

c, e

95,743
124,018

c, e

22,348

(2,776)

c

—

39,200

b

39,200

c

5,747

8,186

(7,938)

138,925

30,680

21,956

5,995

285

—

—

177,931

—

5,733

a

183,664

32,861

c, d

(151,144)

191,561

Stockholders’ equity:
Common stock
Additional paid-in capital
Accumulated deficit

(165,042)

Treasury stock

(18,963)

(10,657)

Accumulated other comprehensive income

3,317

Total stockholders’ equity
Total liabilities and stockholders’ equity

—

144,759

—

(1,404)

5,834
$

1,404

(20,367)
$

10,313

285

(10,657)
c

3,317

39,998
$

61,954

See accompanying notes to unaudited pro forma condensed consolidated financial information.

25,465
$

217,026

Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Year Ended December 31, 2016
(in thousands, except per share and per share data)

Historical
Carbonite

Revenue

$

Pro Forma
Adjustments

Double-Take

(4,503)

h

60,937

6,169

5,860

f

146,049

34,560

(10,363)

Research and development

33,298

10,889

—

General and administrative

41,332

3,730

(418)

f, g

44,644

Sales and marketing

73,347

18,768

750

f

92,865

Cost of revenue
Gross profit

206,986

$

40,729

$

Pro Forma
Combined

Notes

$

243,212
72,966
170,246

Operating expenses:

Restructuring charges
Total operating expenses
Loss from operations

856

—

—

856

148,833

33,387

332

182,552

(2,784)

Interest and other income (expense), net

(2,716)

Provision for income taxes

1,383

Basic and diluted net loss per share attributable to common
stockholders
Weighted-average number of common shares used in
computing basic and diluted net loss per share

1,173

68

Loss before income taxes
Net loss

44,187

$

(4,099)

$

(0.15)
27,028,636

(10,695)

414

$

1,138

1,587

(9,557)

884

(225)

703

$

(12,306)
i

(10,686)
k

(9,332)

332,326

See accompanying notes to unaudited pro forma condensed consolidated financial information.

1,620

j

2,042
$

(12,728)

$

(0.47)
27,360,962

Notes to Unaudited Pro Forma Condensed Consolidated Financial Statements
(in thousands, except share and per share)
1. Basis of Presentation
The unaudited pro forma condensed combined statement of operations for the year ended December 31, 2016 was derived from the audited consolidated
financial statements included in our Annual Report on Form 10-K for the fiscal year ended December 31, 2016, and the audited historical financial information of
Double-Take for the year ended October 31, 2016, and has been prepared as if the acquisition had occurred on January 1, 2016. The unaudited pro forma
condensed combined balance sheet as of December 31, 2016 combines the consolidated balance sheet included in our Annual Report on Form 10-K, filed with the
SEC on March 16, 2017, with the historical audited balance sheet for Double-Take as of October 31, 2016 included in this Form 8-K/A, and has been prepared as if
the acquisition had occurred on December 31, 2016. The unaudited pro forma condensed combined financial information herein has been prepared to illustrate the
effects of the acquisition in accordance with U.S. GAAP.
We have accounted for the acquisition under the acquisition method of accounting in accordance with the authoritative guidance on business combinations
under the provisions of Accounting Standards Codification (“ASC”) 805, Business Combinations . The allocation of the purchase price as reflected in the
unaudited pro forma condensed combined financial information was based on a preliminary valuation of the assets acquired and liabilities assumed, and the
accounting is subject to revision as more detailed analyses are completed and additional information about the fair value of assets acquired and liabilities assumed
becomes available. This allocation of the purchase price depends upon certain estimates and assumptions, all of which are preliminary and, in some instances, are
incomplete and have been made solely for the purpose of providing unaudited pro forma condensed combined financial information. Differences between these
preliminary estimates and the final purchase accounting may occur, and these differences could be material.
The unaudited pro forma condensed combined financial information is presented solely for informational purposes and is not necessarily indicative of the
combined results of operations or financial position that might have been achieved for the periods presented, nor is it necessarily indicative of the future results of
the combined company.
2. Preliminary Purchase Price Allocation
On January 31, 2017, the Company entered into a Stock Purchase Agreement to acquire all of the outstanding capital stock of Double-Take. Double-Take
develops, sells, and supports affordable software that allows IT organizations of all sizes to move, manage, protect, and recover workloads across any distance and
any combination of physical and virtual server environments. Double-Take’s products and services are marketed and sold worldwide through their direct sales
force and a network of business partners and distributors. The following table summarizes the preliminary purchase price allocation as if the acquisition had
occurred on December 31, 2016, which is the assumed acquisition date for the purpose of the pro forma balance sheet (in thousands):
Fair value of consideration transferred:
Cash, net of cash acquired

$

58,862

$

64,595

Fair value of equity instruments
Fair value of total consideration

5,733

Fair value of assets acquired and liabilities assumed:
Accounts receivable, net

$

6,208

Prepaid and other current assets

158

Property and equipment

442

Other long-term assets

42

Intangible assets

35,300

Goodwill

49,779

Total assets acquired

91,929

Accounts payable

(637)

Accrued liabilities

(2,051)

Other current liabilities

(100)

Deferred revenues

(10,500)

Deferred tax liability

(13,898)

Other non-current liabilities

(148)
$

Net assets acquired

64,595

The significant intangible assets identified in the preliminary purchase price allocation discussed above include developed technology, tradenames and
customer relationships, which are amortizing over their respective useful lives on a straight line basis. The preliminary allocations of the purchase price are subject
to revisions as additional information is obtained about the facts and circumstances that existed as of the acquisition date. Developed technology consists of
products that have reached technological feasibility and tradenames represent acquired company and product names. To value the developed technology asset, the
Company utilized the income approach, specifically a discounted cash-flow method known as the multi-period excess earnings method. The tradename intangible
was valued using a relief from royalty method, which considers both the market approach and the income approach. Customer relationships represent the
underlying relationships with certain customers to provide ongoing services for products sold. The Company utilized the replacement cost/lost profits methodology
to derive the fair value of the customer relationships. The following table presents the estimated fair values and useful lives of the identifiable intangible assets
acquired:

Developed technology

Weighted Average Useful
Life

(in thousands)

(in years)

29,300

5

Customer relationships

4,500

6

Tradenames

1,500

8

Total identifiable intangible assets

$

Amount

$

35,300

3. Pro Forma Adjustments
The following describes the pro forma adjustments related to the acquisition that have been made in the accompanying unaudited pro forma condensed
combined balance sheet as of December 31, 2016 and unaudited pro forma condensed combined statements of operations for the year ended December 31, 2016,
giving effect to the acquisition as if it had been consummated at the beginning of the periods presented, all of which are based on preliminary estimates that could
change significantly as additional information is obtained:
a.

Represents the cash consideration of $59.8 million paid by the Company and the delivery of 332,326 shares of the Company's common stock with a fair
value of $5.7 million in connection with the Stock Purchase Agreement.

b.

Reflects $39.2 million in borrowings under the fourth amendment to the Credit Facility with Silicon Valley Bank used to finance the acquisition.

c.

Represents (i) the elimination of assets, liabilities, and historical equity accounts excluded from the Stock Purchase Agreement between the Company and
Vero Parent, (ii) adjustments to the fair value of assets acquired and liabilities assumed and (iii) the elimination of Double-Take's equity.

d.

Represents the recording of significant intangible assets and goodwill identified in the preliminary purchase price allocation, in addition to an increase in
the deferred tax liability from the tax impact from the fair value adjustments related to intangible assets and the release of a corresponding amount to
the valuation allowance. However, the income tax benefit related to the reduction of the valuation allowance is not included in the pro forma income
statement because the effect is nonrecurring. Refer to Note 2—Preliminary Purchase Price Allocation included within this Form 8-K/A for additional
information regarding the fair value of intangible assets acquired and the useful lives for each intangible asset.

e.

To record the preliminary fair value adjustment (step-down) for deferred revenue of $5.0 million.

f.

Represents the preliminary estimate of amortization expense for the year ended December 31, 2016 related to the acquired identifiable intangible assets
calculated as if the acquisition had occurred on January 1, 2016. Refer to Note 2—Preliminary Purchase Price Allocation included within this Form
8-K/A for additional information regarding the amortization lives of the intangible assets expected to be recognized. The adjustment to amortization
expense has been recorded on a straight line basis and is as follows (in thousands):
Year ended December 31,
2016

Cost of revenues

5,860

General and administrative

188

Sales and marketing

750

Total
g.

$

$

6,798

To eliminate $0.6 million in transaction costs recorded by the Company in connection with the acquisition. These amounts include legal, investment
banker and audit fees, and were recorded as follows in the respective statement of operations for the twelve months ended December 31, 2016 (in
thousands):
Year ended December 31,
2016

Cost of revenues

$

—

Research and development

—

General and administrative

606

Sales and marketing
Total

—
$

606

h.

To reflect estimated amortization of preliminary fair value adjustment for acquired deferred revenue of $4.5 million.

i.

To eliminate $1.1 million interest expense related to promissory note with Vero Parent and to reflect the interest expense for the year ended December 31,
2016 related to the Company's $39.2 million draw-down on the credit facility calculated as if the acquisition had occurred on January 1, 2016.

j.

To record the impact of delivering 332,326 shares of the Company's common stock with a fair value of $5.7 million in connection with the Stock
Purchase Agreement.

k.

To record the tax effect of combining the Carbonite and Double-Take businesses.

