Edgar Filing: LogMeln, Inc. - Form 10-Q

LogMeln, Inc.
Form 10-Q

July 28, 2017
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended June 30, 2017

OR

TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the transition period from to

Commission file number: 001-34391

LOGMEIN, INC.

(Exact name of registrant as specified in its charter)
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Delaware 20-1515952
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)
320 Summer Street
Boston, Massachusetts 02210
(Address of principal executive offices) (Zip Code)

781-638-9050
(Registrant s telephone number, including area code)

(Former name, former address and former fiscal year, if changed since last report)

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the Registrant
was required to file such reports), and (2) has been subject to such filing requirements for the past

90 days. Yes No

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes No

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of large accelerated filer,  accelerated
filer, smaller reporting company, and emerging growth company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filer Accelerated filer
Non-accelerated filer (Do not check if a smaller reporting company) Smaller reporting company

Emerging growth company

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act.

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes No
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As of July 24, 2017, there were 52,728,376 shares of the registrant s Common Stock, par value $0.01 per share,
outstanding.
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LogMeln, Inc.
Condensed Consolidated Balance Sheets

(In thousands, except per share data)

ASSETS
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable (net of allowance of $245 and $1,764 as of December 31,
2016 and June 30, 2017, respectively)
Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Restricted cash

Intangibles, net

Goodwill

Other assets

Deferred tax assets

Total assets

LIABILITIES AND EQUITY
Current liabilities:
Accounts payable
Accrued liabilities
Deferred revenue, current portion

Total current liabilities

Long-term debt

Deferred revenue, net of current portion
Deferred tax liabilities

Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 10)
Preferred stock, $0.01 par value - 5,000 shares authorized, O shares outstanding as

of December 31, 2016 and June 30, 2017
Equity:

Table of Contents

December 31,
2016

$ 140,756
55,710

25,901
5,723

228,090
23,867
2,481
62,510
121,760
4,282
303

$ 443,293

$ 14,640
35,253
156,966

206,859
30,000
5,287
2,332
2,699

247,177

284

June 30,
2017
(Unaudited)

$ 261,007
24,488

75,765
40,354

401,614
82,538
1,549
1,209,249
2,225,692
8,186

262

$ 3,929,090

$ 37,040
104,321
304,777
446,138

5,373
388,254
5,802

845,567

559
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Common stock, $0.01 par value - 75,000 and 150,000 shares authorized as of
December 31, 2016 and June 30, 2017 respectively; 28,405 and 55,906 shares
issued as of December 31, 2016 and June 30, 2017, respectively; 25,552 and
52,773 outstanding as of December 31, 2016 and June 30, 2017, respectively

Additional paid-in capital 314,700 3,244,722
Accumulated deficit (1,754) (26,460)
Accumulated other comprehensive (loss) income (6,618) 4,813
Treasury stock, at cost - 2,853 and 3,132 shares as of December 31, 2016 and

June 30, 2017, respectively (110,496) (140,111)
Total equity 196,116 3,083,523
Total liabilities and equity $ 443,293 $ 3,929,090

See notes to condensed consolidated financial statements.
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Condensed Consolidated Statements of Operations

(In thousands, except share and per share data)

Three Months Ended June 30,Six Months Ended June 30,

2016 2017 2016 2017
Revenue $ 83266 $ 257,025 $ 163,000 $ 444,483
Cost of revenue 11,436 53,236 22,636 92,175
Gross profit 71,830 203,789 140,364 352,308
Operating expenses
Research and development 14,046 40,710 29,410 73,832
Sales and marketing 41,663 93,469 83,905 169,237
General and administrative 11,404 33,163 21,656 82,554
Amortization of acquired intangibles 1,357 36,154 2,740 60,574
Total operating expenses 68,470 203,496 137,711 386,197
Income (loss) from operations 3,360 293 2,653 (33,889)
Interest income 186 373 369 519
Interest expense (367) (345) (759) (794)
Other expense, net (92) (128) (496) (78)
Income (loss) before income taxes 3,087 193 1,767 (34,242)
(Provision for) benefit from income taxes (581) 14,653 (334) 30,524
Net income (loss) $ 2,506 % 14,846 $ 1,433 $ (3,718)
Net income (loss) per share:
Basic $ 0.10 3 028 $ 006 $ (0.08)
Diluted $ 0.10 % 028 $ 006 $ (0.08)
Weighted average shares outstanding:
Basic 25,135 52,715 25,144 48,168
Diluted 25,828 53,723 25,841 48,168

See notes to condensed consolidated financial statements.
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LogMeln, Inc.
Condensesd Consolidated Statements of Comprehensive Income

(In thousands)

Three Months Ended June 38jx Months Ended June 30,

2016 2017 2016 2017
Net income (loss) $ 2,506 $ 14846 $ 1433 $ (3,718)
Other comprehensive (loss) gain :
Net unrealized gains (losses) on marketable securities, (net
of tax provision $12 and $1 for the three months ended
June 30, 2016 and 2017 and a tax provision of $60 and a
tax benefit of $2 for the six months ended June 30, 2016
and 2017) 21 2 105 3)
Net translation (losses) gains (644) 11,530 (202) 11,434
Total other comprehensive (loss) gain (623) 11,532 ©7) 11,431
Comprehensive income $ 1,883 $ 26378 $ 1336 $ 7,713

See notes to condensed consolidated financial statements.
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LogMeln, Inc.

Condensed Consolidated Statements of Cash Flows

(In thousands)

Cash flows from operating activities

Net income (loss)

Adjustments to reconcile net income (loss) to net cash provided by operating
activities:

Stock-based compensation

Depreciation and amortization

Amortization of premium on investments

Change in fair value of contingent consideration liability
Amortization of debt issuance costs

Provision for bad debts

Benefit from deferred income taxes

Other, net

Changes in assets and liabilities, excluding effect of acquisitions:
Accounts receivable

Prepaid expenses and other current assets

Other assets

Accounts payable

Accrued liabilities

Deferred revenue

Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities

Purchases of marketable securities

Proceeds from sale or disposal or maturity of marketable securities
Purchases of property and equipment

Intangible asset additions

Cash paid for acquisition, net of cash acquired

(Increase) decrease in restricted cash

Net cash (used in) provided by investing activities

Cash flows from financing activities

Repayments under credit facility

Proceeds from issuance of common stock upon option exercises

Payments of withholding taxes in connection with restricted stock unit vesting
Payment of debt issuance costs

Table of Contents

Six Months Ended June 30,

2016

$ 1,433

18,328
10,704
257
502
144

26

3

1,562
(2,306)
949
2,523
342
26,073
3,460

63,994

(31,573)
31,250
(8,812)

(715)
(61)
3D

(9,942)

(15,000)
5,404

(8,617)

(349)

2017

(3,718)

30,490
98,586
114

319

119
(32,477)

822

3)

(12,586)
156
11,194
38,044
59,752
1,973

192,785

31,103
(9,804)
(13,709)

24,215

1,750

33,555
(30,000)

5,354
(29.455)
(1,993)
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Dividends paid on common stock
Purchase of treasury stock

Net cash used in financing activities
Effect of exchange rate changes on cash and cash equivalents

Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information

Cash paid for interest

Cash paid for income taxes

Noncash investing and financing activities

Purchases of property and equipment included in accounts payable and accrued

liabilities

Fair value of contingent consideration in connection with acquisition, included in

accrued liabilities

Purchase consideration of GetGo paid in equity

Receivable for proceeds from issuance of common stock upon option exercises
See notes to condensed consolidated financial statements.
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LogMeln, Inc.
Notes to Condensed Consolidated Financial Statements
1. Nature of the Business

LogMeln, Inc. (the Company ) provides a portfolio of cloud-based communication and conferencing, identity and
access, and customer engagement and support solutions designed to simplify how people connect with each other and
the world around them to drive meaningful interactions, deepen relationships, and create better outcomes for
individuals and businesses. The Company is headquartered in Boston, Massachusetts with wholly-owned subsidiaries
in North America, South America, Europe, Asia and Australia.

On January 31, 2017, the Company completed a merger with GetGo, Inc. ( GetGo ) a wholly-owned subsidiary of

Citrix Systems, Inc. ( Citrix), pursuant to which the Company combined with Citrix s GoTo family of service offerings
known as the GoTo Business in a Reverse Morris Trust transaction (the Merger ). For additional information regarding
the Merger, see Note 4 below.

2. Summary of Significant Accounting Policies

Principles of Consolidation The accompanying condensed consolidated financial statements include the results of
operations of the Company and its wholly-owned subsidiaries. All intercompany transactions and balances have been
eliminated in consolidation. The Company has prepared the accompanying condensed consolidated financial
statements in conformity with accounting principles generally accepted in the United States of America ( GAAP ).

Unaudited Interim Condensed Consolidated Financial Statements 'The accompanying condensed consolidated
financial statements and the related interim information contained within the notes to the condensed consolidated
financial statements are unaudited and have been prepared in accordance with GAAP and applicable rules and
regulations of the Securities and Exchange Commission for interim financial information. Accordingly, they do not
include all of the information and notes required by GAAP for complete financial statements. The accompanying
unaudited condensed consolidated financial statements should be read along with the Company s audited financial
statements included in the Company s Annual Report on Form 10-K, filed with the Securities and Exchange
Commission on March 1, 2017. The unaudited interim condensed consolidated financial statements have been
prepared on the same basis as the audited financial statements and in the opinion of management, reflect all
adjustments, consisting of normal and recurring adjustments, necessary for the fair presentation of the Company s
financial position, results of operations and cash flows for the interim periods presented. The results for the interim
periods presented are not necessarily indicative of future results. The Company considers events or transactions that
occur after the balance sheet date but before the financial statements are issued to provide additional evidence relative
to certain estimates or to identify matters that require additional disclosure.

Use of Estimates The preparation of condensed consolidated financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the reporting period. By their nature, estimates are subject to an inherent degree of
uncertainty. Actual results could differ from those estimates.

Marketable Securities The Company s marketable securities are classified as available-for-sale and are carried at fair
value with the unrealized gains and losses, net of tax, reported as a component of accumulated other comprehensive

loss in equity. Realized gains and losses and declines in value judged to be other than temporary are included as a
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component of earnings based on the specific identification method. Fair value is determined based on quoted market
prices. At December 31, 2016 and June 30, 2017, marketable securities consisted of U.S. government agency
securities and corporate bonds that have remaining maturities within two years and have an aggregate amortized cost
of $55.7 million and $24.5 million, respectively. The securities have an aggregate fair value of $55.7 million and
$24.5 million, including $17,000 and $0 of unrealized gains and $43,000 and $29,000 of unrealized losses, at
December 31, 2016 and June 30, 2017, respectively.

Revenue Recognition The Company derives revenue primarily from subscription fees related to its premium
subscription software services, usage fees from its audio services and to a lesser extent, the delivery of professional
services, primarily related to its Customer Engagement and Support business. Revenues are reported net of applicable
sales and use tax, value-added tax and other transaction taxes imposed on the related transaction.

Revenue from the Company s premium services is recognized on a daily basis over the subscription term as the
services are delivered, provided that there is persuasive evidence of an arrangement, the fee is fixed or determinable
and collectability is deemed reasonably assured. Subscription periods range from monthly to ten years. The Company s
software cannot be run on another entity s hardware and customers do not have the right to take possession of the
software and use it on their own or another entity s hardware. Revenue from the Company s audio services is
recognized upon actual usage of audio minutes or the expiration of audio minutes purchased in prepaid plans. Any
unbilled audio revenue is accrued for in the period the usage occurs.

Table of Contents 12
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The Company s multi-element arrangements typically include subscription and professional services, which may
include development services. The Company evaluates each element within the arrangement to determine if they can
be accounted for as separate units of accounting. If the delivered item or items have value to the customer on a
standalone basis, either because they are sold separately by any vendor or the customer could resell the delivered item
or items on a standalone basis, the Company has determined that the deliverables within these arrangements qualify
for treatment as separate units of accounting. Accordingly, the Company recognizes revenue for each delivered item
or items as a separate earnings process commencing when all of the significant performance obligations have been
performed and when all of the revenue recognition criteria have been met. Professional services revenue recognized as
a separate earnings process under multi-element arrangements has been immaterial to date.

In cases where the Company has determined that the delivered items within its multi-element arrangements do not
have value to the customer on a stand-alone basis, the arrangement is accounted for as a single unit of accounting and
the related consideration is recognized ratably over the estimated customer life, commencing when all of the
significant performance obligations have been delivered and when all of the revenue recognition criteria have been
met. Revenue from multi-element arrangements accounted for as a single unit of accounting which do not have value
to the customer has been immaterial to date.

Concentrations of Credit Risk and Significant Customers The Company s principal credit risk relates to its cash, cash
equivalents, marketable securities, restricted cash and accounts receivable. Cash, cash equivalents and restricted cash
are deposited primarily with financial institutions that management believes to be of high-credit quality and custody of
its marketable securities is with an accredited financial institution. To manage accounts receivable credit risk, the
Company regularly evaluates the creditworthiness of its customers and maintains allowances for potential credit

losses. To date, losses resulting from uncollected receivables have not exceeded management s expectations.

For the three and six months ended June 30, 2016 and 2017, no customers accounted for more than 10% of revenue.
As of December 31, 2016 and June 30, 2017, no customers accounted for more than 10% of accounts receivable.

Goodwill Goodwill is the excess of the acquisition price over the fair value of the tangible and identifiable intangible
net assets acquired. The Company does not amortize goodwill, but performs an impairment test of goodwill annually
or whenever events and circumstances indicate that the carrying amount of goodwill may exceed its fair value. The
Company operates as a single operating segment with one reporting unit and consequently evaluates goodwill for
impairment based on an evaluation of the fair value of the Company as a whole. As of November 30, 2016, our
measurement date, the fair value of the Company as a whole exceeded the carrying amount of the Company. Through
June 30, 2017, no events have been identified indicating an impairment.

Long-Lived Assets and Intangible Assets 'The Company records intangible assets at their respective estimated fair
values at the date of acquisition. Intangible assets are being amortized based upon the pattern in which their economic
benefit will be realized, or if this pattern cannot be reliably determined, using the straight-line method over their
estimated useful lives, which range up to eleven years.

The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of the assets, including intangible assets, may not be recoverable. When such events occur, the
Company compares the carrying amounts of the assets to their undiscounted expected future cash flows. If this
comparison indicates that there is impairment, the amount of the impairment is calculated as the difference between
the carrying value and fair value. Through June 30, 2017, the Company recorded no material impairments.

Foreign Currency Translation The functional currency of operations outside the United States of America is
deemed to be the currency of the local country, unless otherwise determined that the United States dollar would serve
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as a more appropriate functional currency given the economic operations of the entity. Accordingly, the assets and
liabilities of the Company s foreign subsidiaries are translated into United States dollars using the period-end exchange
rate, and income and expense items are translated using the average exchange rate during the period. Cumulative
translation adjustments are reflected as a separate component of equity. Foreign currency transaction gains and losses
are charged to operations.

Derivative Financial Instruments The Company s earnings and cash flows are subject to fluctuations due to changes
in foreign currency exchange rates. The Company uses foreign currency forward contract to manage exposure to
fluctuations in foreign exchange rates that arise from receivables and payables denominated in foreign currencies. The
Company does not designate foreign currency forward contracts as hedges for accounting purposes, and changes in

the fair value of these instruments are recognized immediately in earnings. Because the Company enters into forward
contracts only as an economic hedge, any gain or loss on the underlying foreign-denominated balance would be offset
by the loss or gain on the forward contract. Gains and losses on forward contracts and foreign denominated

receivables and payables are included in foreign currency net gains and losses.

The Company had net foreign currency losses of $0.1 million and $0.5 million for the three and six months ended
June 30, 2016, respectively, and net foreign currency losses of $0.1 million for each of the three and six months ended
June 30, 2017, included in other expense in the condensed consolidated statements of operations. As of June 30, 2017,
the Company did not have any foreign currency forward contracts outstanding.
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Stock-Based Compensation The Company values all stock-based compensation, including grants of stock options
and restricted stock units, at fair value on the date of grant and recognizes the expense over the requisite service
period, which is generally the vesting period of the award, for those awards expected to vest, on a straight-line basis.

Income Taxes Deferred income taxes are provided for the tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes and
operating loss carry-forwards and credits using enacted tax rates expected to be in effect in the years in which the
differences are expected to reverse. At each balance sheet date, the Company assesses the likelihood that deferred tax
assets will be realized and recognizes a valuation allowance if it is more likely than not that some portion of the
deferred tax assets will not be realized. This assessment requires judgment as to the likelihood and amounts of future
taxable income by tax jurisdiction.

The Company evaluates its uncertain tax positions based on a determination of whether and how much of a tax benefit
taken by the Company in its tax filings is more likely than not to be realized. Potential interest and penalties associated
with any uncertain tax positions are recorded as a component of income tax expense.

Segment Data  Operating segments are identified as components of an enterprise for which separate discrete financial
information is available for evaluation by the chief operating decision-maker or decision making group when making
decisions regarding resource allocation and assessing performance. The Company s chief operating decision maker is
its Chief Executive Officer. The Company, whose management uses consolidated financial information in determining
how to allocate resources and assess performance, has determined that it operates in one segment.

The Company s revenue by geography (based on customer address) is as follows (in thousands):

Three Months Ended June 30Six Months Ended June 30,

2016 2017 2016 2017
Revenues:
United States $ 59476 $ 199,108 $ 116,727 $ 340,286
United Kingdom 6,523 12,450 12,709 23,947
International all other 17,267 45,467 33,564 80,250
Total revenue $ 83266 $ 257,025 $ 163,000 $ 444,483

Amounts for the three and six months ended June 30, 2016 presented in the Company s revenue by service cloud
(product grouping) table below include reclassifications between product groups to conform to the current year
classification of the Company s and the GoTo Business products (in thousands):

Three Months Ended June 30Six Months Ended June 30,

2016 2017 2016 2017
Revenues:
Communications and Collaboration cloud $ 9989 $§ 141,239 $ 19,209 $ 230,972
Identity and Access Management cloud 48,152 71,561 94,131 132,107
Customer Engagement and Support cloud 25,125 44,225 49,660 81,404
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Total revenue $ 83266 $ 257,025 $ 163,000 $ 444,483

Guarantees and Indemnification Obligations  As permitted under Delaware law, the Company has agreements
whereby the Company indemnifies certain of its officers and directors for certain events or occurrences while the
officer or director is, or was, serving at the Company s request in such capacity. The term of the indemnification period
is for the officer s or director s lifetime. As permitted under Delaware law, the Company also has similar
indemnification obligations under its certificate of incorporation and by-laws. The maximum potential amount of

future payments the Company could be required to make under these indemnification agreements is unlimited;
however, the Company has director s and officer s insurance coverage that the Company believes limits its exposure
and enables it to recover a portion of any future amounts paid.
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In the ordinary course of business, the Company enters into agreements with certain customers that contractually
obligate the Company to provide indemnifications of varying scope and terms with respect to certain matters
including, but not limited to, losses arising out of the breach of such agreements, from the services provided by the
Company or claims alleging that the Company s products infringe third-party patents, copyrights, or trademarks. The
term of these indemnification obligations is generally perpetual. The maximum potential amount of future payments
the Company could be required to make under these indemnification obligations is, in many cases, unlimited. Through
June 30, 2017, the Company has not experienced any losses related to these indemnification obligations.

Net Income (Loss) Per Share Basic net income (loss) per share is computed by dividing net income (loss) by the
weighted average number of common shares outstanding for the period. Diluted net income (loss) per share is
computed by dividing net income (loss) by the sum of the weighted average number of common shares outstanding
during the period and, if dilutive, the weighted average number of potential common shares outstanding from the
assumed exercise of stock options and the vesting of restricted stock units. For the six months ended June 30, 2017,

the Company incurred a net loss and therefore, the effect of the Company s outstanding common stock equivalents was
not included in the calculation of diluted loss per share as they were anti-dilutive. Accordingly, basic and dilutive net
loss per share for the period were identical.

The Company excluded the following options to purchase common shares and restricted stock units from the
computation of diluted net loss per share because they had an anti-dilutive impact (in thousands):

Three Months Ended June 30Six Months Ended June 30,

2016 2017 2016 2017
Options to purchase common shares 206
Restricted stock units 337 505 429 1,864
Total options and restricted stock units 337 505 429 2,070

Basic and diluted net income (loss) per share was calculated as follows (in thousands, except per share data):

Three months ended June 30,Six months ended June 30,

2016 2017 2016 2017
Basic:
Net income (loss) $ 2,506 $ 14846 $§ 1,433 $ (3,718)
Weighted average common shares outstanding,
basic 25,135 52,715 25,144 48,168
Net income (loss) per share, basic $ 0.10 $ 028 % 006 $ (0.08)
Diluted:
Net income (loss) $ 2,506 $ 14846 $§ 1,433 $ (3,718)
Weighted average common shares outstanding 25,135 52,715 25,144 48,168
Add: Common stock equivalents 693 1,008 697
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Weighted average common shares outstanding,
diluted 25,828 53,723 25,841 48,168

Net income (loss) per share, diluted $ 0.10 $ 028 % 0.06 $ (0.08
Recently Adopted Accounting Pronouncements

On May 10, 2017, the Financial Accounting Standards Board ( FASB ) issued ASU 2017-09, Compensation Stock
Compensation (Topic 718): Scope of Modification Accounting ( ASU 2017-09 ), which provides clarity on what
changes to share-based payment awards are considered substantive and require modification accounting to be applied.
The guidance is effective for annual reporting periods beginning after December 15, 2017 and interim periods within
those fiscal years. The Company has early adopted ASU 2017-09 in second quarter 2017 and will apply it
prospectively to award modifications after the adoption date. The Company does not regularly modify the terms and
conditions of share-based awards and does not believe this ASU 2017-09 will have a material effect on its
consolidated financial statements.

On January 1, 2017, the Company adopted ASU 2016-09, Compensation  Stock Compensation (Topic 718):
Improvements to Employee Share-Based Payment Accounting ( ASU 2016-09 ) and recorded, using the modified
retrospective approach, a cumulative-effect adjustment to accumulated deficit of a credit of $4.9 million to record
$6.8 million of previously unrecognized windfall tax benefits, partially offset by $1.9 million for the accounting
policy election to account for forfeitures in compensation cost when they occurred. The Company recorded

$2.7 million to additional paid-in capital for the differential between the amount of compensation cost previously
recorded and the amount that would have been recorded without assuming forfeitures, partially offset by its tax effect
of $0.8 million recorded to deferred tax assets. Previously, excess tax benefits were recognized in additional paid-in
capital on the condensed consolidated balance sheet to the extent they reduced income taxes payable.

10
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Further, upon the adoption of ASU 2016-09, the Company, on a prospective basis, records the recognition of excess
tax benefits and deficits in benefit from income taxes in the condensed consolidated income statement and treats those
amounts as discrete items in the period in which they occur. In the first quarter of 2017, the Company recognized a
$2.3 million income tax benefit and a corresponding decrease in net loss during the period ($0.05 per weighted
average shares outstanding).

On January 1, 2017, the Company early adopted ASU 2016-16, Income Taxes (Topic 740): Intra-Entity Transfers of
Assets Other Than Inventory ( ASU 2016-16 ) which records the effect of intra-entity transfers of assets other than
inventory when the transfer occurs, resulting in $0.1 million charged to accumulated deficit upon adoption in the first
quarter of 2017.

Recently Issued Accounting Pronouncements

On May 28, 2014, the Financial Accounting Standards Board ( FASB ) issued ASU 2014-09, Revenue from Contracts
with Customers ( ASU 2014-09 ), its final standard on revenue from contracts with customers. ASU 2014-09 outlines a
single comprehensive model for entities to use in accounting for revenue arising from contracts with customers and
supersedes most current revenue recognition guidance, including industry-specific guidance. The core principle of the
revenue model is that an entity recognizes revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. In applying the revenue model to contracts within its scope, an entity identifies the contract(s) with a
customer, identifies the performance obligations in the contract, determines the transaction price, allocates the
transaction price to the performance obligations in the contract and recognizes revenue when (or as) the entity satisfies
a performance obligation. ASU 2014-09 applies to all contracts with customers that are within the scope of other

topics in the FASB Accounting Standards Codification. Certain of ASU 2014-09 s provisions also apply to transfers of
nonfinancial assets, including in-substance nonfinancial assets that are not an output of an entity s ordinary activities
(i.e. property plant and equipment, real estate or intangible assets). Existing accounting guidance applicable to these
transfers has been amended or superseded. ASU 2014-09 also requires significantly expanded disclosures about
revenue recognition. ASU 2014-09 will be effective for the Company on January 1, 2018, with early adoption
permitted, but not earlier than January 1, 2017. The Company is currently assessing the method of adoption and
potential impact of the adoption of ASU 2014-09 on its consolidated financial statements, including the impact after
considering the Merger with GetGo on January 31, 2017.

On February 25, 2016, the FASB issued ASU 2016-02, Leases ( ASU 2016-02 ), which will require lessees to
recognize most leases on their balance sheet as a right-of-use asset and a lease liability. Leases will be classified as
either operating or finance, and classification will be based on criteria similar to current lease accounting, but without
explicit bright lines. The guidance is effective for annual reporting periods beginning after December 15, 2018 and
interim periods within those fiscal years, and early adoption is permitted. Although the Company is currently
assessing the impact of adoption of ASU 2016-02 on its consolidated financial statements, the Company currently
believes the most significant changes will be related to the recognition of new right-of-use assets and lease liabilities
on the Company s balance sheet for operating leases.

On January 26, 2017, the FASB issued ASU 2017-04, Intangibles Goodwill and Other (Topic 350): Simplifying the
Test for Goodwill Impairment ( ASU 2017-04 ), which simplifies the accounting for goodwill impairments by
eliminating step two from the goodwill impairment test. Instead, if the carrying amount of a reporting unit exceeds its
fair value, an impairment loss shall be recognized in an amount equal to that excess, limited to the total amount of
goodwill allocated to that reporting unit. ASU 2017-04 also clarifies the requirements for excluding and allocating
foreign currency translation adjustments to reporting units related to an entity s testing of reporting units for goodwill
impairment, clarifies that an entity should consider income tax effects from any tax deductible goodwill on the
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carrying amount of the reporting unit when measuring the goodwill impairment loss, if applicable. The guidance is
effective for annual reporting periods beginning after January 1, 2020 and interim periods within those fiscal years.
The Company is currently assessing the potential impact of the adoption of ASU 2017-04 on its consolidated financial
statements.

On November 17, 2016, the FASB issued ASU No. 2016-18, Statement of Cash Flows (Topic 230): Restricted Cash

(a consensus of the FASB s EITF) ( ASU 2016-18 ). ASU 2016-18 requires that the statement of cash flows explain the
change during the period in the total of cash, cash equivalents and amounts generally described as restricted cash or
restricted cash equivalents. Entities will also be required to reconcile such total to amounts on the balance sheet and
disclose the nature of the restrictions. The guidance is effective for annual reporting periods beginning after

December 15, 2017 and interim periods within those fiscal years. The Company is currently assessing the potential
impact of the adoption of ASU 2016-18 on its consolidated financial statements.

3. Fair Value of Financial Instruments

The carrying value of the Company s financial instruments, including cash equivalents, restricted cash, accounts
receivable and accounts payable, approximate their fair values due to their short maturities. The Company s financial
assets and liabilities are measured using inputs from the three levels of the fair value hierarchy. A financial asset or
liability s classification within the hierarchy is determined based on the lowest level input that is significant to the fair
value measurement. The three levels are as follows:

Level 1: Unadjusted quoted prices for identical assets or liabilities in active markets accessible by the
Company at the measurement date.

Level 2: Inputs include quoted prices for similar assets and liabilities in active markets, quoted prices for
identical or similar assets and liabilities in markets that are not active, inputs other than quoted prices that are
observable for the asset or liability and inputs that are derived principally from or corroborated by
observable market data by correlation or other means.

Level 3: Unobservable inputs that are supported by little or no market activity and that are significant to the
fair value of the assets or liabilities.
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The following table summarizes the basis used to measure certain of the Company s financial assets that are carried at
fair value (in thousands):

Fair Value Measurements at December 31, 2016

Level 1 Level 2 Level 3 Total
Cash equivalents money market funds $ 11,599 § $ $ 11,599
Short-term marketable securities:
U.S. government agency securities 34,961 8,001 42,962
Corporate bond securities 12,748 12,748
Fair Value Measurements at June
30,2017
Level 1 Level2 Level 3 Total
Cash equivalents money market funds $172,352 $ 172,352
Short-term marketable securities:
U.S. government agency securities 16,492 16,492
Corporate bond securities 7,966 7,996

Bank deposits, corporate bonds and certain U.S. government agency securities are classified within the second level of
the fair value hierarchy as the fair value of those assets are determined based upon quoted prices for similar assets.

4. Acquisitions

Acquisition-Related Costs

Acquisition-related costs were $6.2 million and $40.9 million for the six months ended June 30, 2016 and 2017.
Acquisition-related costs are associated with the acquisitions of businesses and intellectual property and include
transaction, transition and integration-related charges (including legal, accounting and other professional fees,
severance, and retention bonuses) and subsequent adjustments to our initial estimated amount of contingent
consideration associated with acquisitions. Acquisition-related costs for the first six months of 2016 were primarily
comprised of retention bonuses related to the Company s 2014 and 2015 acquisitions. Acquisition-related costs for the
first six months of 2017 were primarily related to the Merger and consisted of $21.5 million in transaction, transition
and integration-related expenses, $8.2 million in integration-related severance costs and $11.2 million of
retention-based bonuses, which also includes $3.0 million related to the Company s 2015 and 2016 acquisitions.

2017 Acquisitions

GetGo Merger

On January 31, 2017, the Company completed its Merger with GetGo, a wholly-owned subsidiary of Citrix, pursuant
to which the Company acquired Citrix s GoTo Business. In connection with the Merger, the Company issued

26.9 million shares of its common stock to Citrix stockholders and an additional 0.4 million of the Company s
restricted stock units in substitution for certain outstanding Citrix restricted stock units held by GetGo employees.
Based on the Company s closing stock price of $108.10 on January 31, 2017 as reported by the NASDAQ Global
Select Market, the total value of the shares of LogMeln common stock issued to Citrix stockholders in connection
with the Merger was $2.9 billion.
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The Merger is being accounted for under the acquisition method of accounting with the operations of the GoTo
Business included in the Company s operating results since the date of acquisition. During the six months ended
June 30, 2017, the Company recorded revenue of $267.1 million, amortization of acquired intangibles of $72.6
million, and acquisition-related transaction, transition and integration costs of $37.2 million directly attributable to the
Merger within its condensed consolidated financial statements. Since the Merger, the operating costs of the GoTo
Business have been integrated with the operating costs of the Company and therefore, the Company has not provided
operating income for the GoTo Business.

The acquisition method of accounting requires, among other things, that assets acquired and liabilities assumed be
recognized at their fair values as of the acquisition date. The preliminary determination of the fair value of assets
acquired and liabilities assumed has been recognized based on management s estimates and assumptions using the
information about facts and circumstances that existed at the acquisition date.

While the Company uses its best estimates and assumptions as part of the purchase price allocation process to value
the assets acquired and liabilities assumed on the acquisition date, its estimates and assumptions are subject to
refinement. Fair value estimates are based on a complex series of judgments about future events and uncertainties and
rely heavily on estimates and assumptions. The judgments used to determine the estimated fair value assigned to each
class of assets acquired and liabilities assumed, as well as asset lives, can materially impact the Company s results of
operations. The finalization of the purchase accounting assessment will result in a change in the valuation of assets
acquired and liabilities assumed and may have a material impact on the Company s results of operations and financial
position. As a result, during the measurement period, which may be up to one year from the acquisition date, the
Company
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records adjustments to the assets acquired and liabilities assumed with a corresponding offset to goodwill to reflect
additional information received about facts and circumstances that existed at the date of acquisition. The Company
records these adjustments to the assets acquired and liabilities assumed subsequent to the purchase price allocation
period in the Company s operating results in the period in which the adjustments were determined. The size and
breadth of the Merger will necessitate the use of this measurement period to adequately analyze and assess a number
of the factors used in establishing the fair value of certain tangible and intangible assets acquired and liabilities
assumed as of the acquisition date and the related tax impacts of any changes made. Any potential adjustments made
could be material in relation to the preliminary values presented below.

The following table summarizes the fair value (in thousands) of the assets acquired and liabilities assumed at the date
of acquisition:

Purchase consideration:

Company common shares issued $2,904,487(H
Restricted stock units issued 16,6922
Total estimated purchase consideration $2,921,179
Estimated fair value of assets acquired and liabilities

assumed:

Cash 24,215
Accounts receivable 48,9573
Property and equipment 59,715
Prepaid expense and other current assets 21,4483
Other assets 4,448
Intangible assets (weighted average useful life): ()

Completed technology (9 years) 385,000
Customer relationships (8 years) 756,000
Tradenames and trademark (9 years) 65,100
Accounts payable (11,030)
Accrued liabilities (26,886)
Deferred revenue, current and noncurrent (82,643)
Other long-term liabilities (996)
Deferred tax liability, net (426,081)
Goodwill $2,103,932

(1) Represents the fair value of the 26.9 million new shares of the Company s common stock (plus cash in lieu of
fractional shares) issued to Citrix stockholders, based on the fair value per share of the Company s common stock
of $108.10 per share, which was the closing price of the Company s common stock on the NASDAQ Global
Select Market on January 31, 2017.

(2) Represents the fair value of the 0.4 million Company restricted stock units issued by the Company in substitution
for certain outstanding Citrix restricted stock units held by GetGo employees, pursuant to the terms of the
Merger. These Company restricted stock units were issued on the same terms and conditions as were applicable
to the outstanding Citrix restricted stock units held by the GetGo employees immediately prior to the Merger date
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(including the same vesting and forfeiture provisions). The aggregate fair value of those awards ($48.2 million) is
based on the fair value per share of the Company s common stock of $108.10 per share, which was the closing
price of the Company s common stock on the NASDAQ Global Select Market on January 31, 2017. Of that
amount, $18.0 million was related to pre-combination employee services and, after adjusting for known and
estimated forfeitures, $16.7 million was allocated to purchase consideration and $30.2 million was allocated to
future employee services and will be expensed as stock-based compensation on a straight-line basis over the
remaining service periods of those awards.

During the six months ended June 30, 2017, the Company identified measurement period adjustments that
impacted the estimated fair value of the assets and liabilities assumed as of the date of the acquisition. The table
above, which summarizes the allocation of the purchase price for the entities acquired, has been updated to reflect
these measurement period adjustments. The total measurement period adjustments resulted in a decrease in
accounts receivable of $1.1 million, a decrease in prepaid expense and other current assets of $0.3 million and an
overall increase in goodwill of $1.4 million. This change to the provisional fair value amounts of the assets and
liabilities assumed had no impact on the Company s results of operations for the six months ended June 30, 2017.
The weighted average useful life of identifiable intangible assets acquired in the Merger is 8.4 years.

The completion of the Merger and the acquisition of the GoTo Business is expected to result in a combined company
with the scale, employees, products and customer base needed to lead large markets, support a more global customer
base and compete against a variety of different solution providers of all sizes. Goodwill of $2.1 billion was recognized
for the excess purchase consideration over the estimated fair value of the assets acquired. Goodwill and intangible
assets recorded as part of the acquisition are not deductible for tax purposes.

The Company recorded a deferred tax liability, net of deferred tax assets, of $426.1 million, which was primarily
related to the amortization of intangible assets which cannot be deducted for tax purp