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CONTENTS
Sapiens International Corporation N.V. (“Sapiens”) hereby furnishes this Report of Foreign Private Issuer on Form 6-K (this “Form 6-K”)
to the Securities and Exchange Commission (the “SEC”) in order to provide certain historical and pro forma financial information with respect to
Sapiens and its subsidiary, StoneRiver, Inc. (“StoneRiver”), which Sapiens acquired in the first quarter of 2017.
As reported by Sapiens in its Annual Report on Form 20-F for the year ended December 31, 2016 (filed with the SEC on April 27, 2017),
StoneRiver is a Denver, Colorado-based provider of a wide range of technology solutions and services to insurance carriers, agents, and brokerdealers, whose product groups encompass front-office, policy, claim, rating, underwriting, billing, and reinsurance solutions for all major business
lines.
The financial information annexed to this Form 6-K consists of the following:
(i) Exhibit 99.1: Audited historical financial statements of StoneRiver as of, and for the year ended, December 31, 2016 (including the notes
thereto and the report of Deloitte & Touche LLP, Independent Public Accountants and a Member Firm of Deloitte Touche Tohmatsu
(“Deloitte& Touche”), thereon) (the “StoneRiver 2016 Financial Statements”).
(ii) Exhibit 99.2: Unaudited Pro Forma Condensed Combined Financial Statement of Operations for Sapiens for the year ended December 31, 2016
and Unaudited Pro Forma Condensed Combined Balance Sheet of Sapiens as of December 31, 2016, prepared in accordance with SEC
Regulation S-X Article 11, which combine (a) the historical consolidated statements of operations of Sapiens and StoneRiver as if the
acquisition had been completed on January 1, 2016 and (b) the historical consolidated balance sheets of Sapiens and StoneRiver, giving effect
to the acquisition as if it had been consummated on December 31, 2016.
In addition, Sapiens is furnishing the following additional exhibit to this Form 6-K:
(iii) Exhibit 23.1: Consent of Deloitte & Touche to the incorporation by reference into Sapiens’ Registration Statements on Form S-8 (SEC File
No.’s 333-144595, 333-177834 and 333-213817) and Form F-3 (SEC File No. 333-207414) of its report, dated June 5, 2017, with respect to the
StoneRiver 2016 Financial Statements.
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Description
Consent of Deloitte & Touche LLP, Independent Public Accountants and a Member Firm of Deloitte Touche Tohmatsu, independent
auditors of StoneRiver, Inc.
Audited, historical financial statements of StoneRiver, Inc. as of, and for the year ended, December 31, 2016
Unaudited Pro Forma Condensed Combined Financial Statement of Operations for the year ended December 31, 2016 and Unaudited
Pro Forma Condensed Combined Balance Sheet as of December 31, 2016, which combine, respectively (a) the historical
consolidated statements of operations of Sapiens and StoneRiver, Inc. as if the acquisition had been completed on January 1, 2016
and (b) the historical consolidated balance sheets of Sapiens and StoneRiver, Inc., giving effect to the acquisition as if it had been
consummated on December 31, 2016

Exhibit 23.1
CONSENT OF INDEPENDENT AUDITORS
We consent to the incorporation by reference in Registration Statement Nos. 333-144595, 333-177834 and 333-213817 on Form S-8 and
Registration Statement No. 333-207414 on Form F-3 of Sapiens International Corporation N.V. (the “Company”) of our report, dated June 5, 2017
(which report expresses an unqualified opinion on the financial statements and includes an explanatory paragraph referring to the adoption of public
company accounting guidance with respect to the accounting for goodwill, and to the preparation of subsidiary level financial statements, including
allocations of expenses from StoneRiver, Inc.’s parent), relating to the financial statements of StoneRiver, Inc. as of and for the year ended
December 31, 2016, appearing as Exhibit 99.1 to this Report of Foreign Private Issuer on Form 6-K of the Company.
/s/ Deloitte & Touche LLP
Milwaukee, WI
August 31, 2017

Exhibit 99.1

StoneRiver, Inc.
(A Wholly Owned Subsidiary of
StoneRiver Group, L.P.)
Financial Statements as of and for the
Year Ended December 31, 2016, and
Independent Auditors’ Report

INDEPENDENT AUDITORS’ REPORT
To StoneRiver, Inc.:
We have audited the accompanying financial statements of StoneRiver, Inc. (the “Company”), a wholly owned subsidiary of StoneRiver
Group, L.P., which comprise the balance sheet as of December 31, 2016, and the related statements of operations, shareholder’s equity, and cash
flows for the year 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 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 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 financial statements based on our audit. We conducted our audit 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 financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures
selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the Company’s preparation and fair presentation of
the 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 Company’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 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 financial statements referred to above present fairly, in all material respects, the financial position of StoneRiver, Inc. as of
December 31, 2016, and the results of its operations and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Emphasis of Matters
As discussed in Note 2 to the financial statements, the Company adopted public company accounting guidance related to accounting for goodwill in
connection with the Company’s acquisition by a public company. Our opinion is not modified with respect to this matter.
The accompanying financial statements have been prepared from the separate records maintained by the Company and may not necessarily be
indicative of the conditions that would have existed or the results of operations and cash flows if the Company had been operated as an unaffiliated
company. As described in Note 7 to the financial statements, portions of certain expenses represent allocations from the parent. Our opinion is not
modified with respect to this matter.
/s/ Deloitte & Touche, LLP
Milwaukee, Wisconsin
June 5, 2017
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STONERIVER, INC.
(A Wholly Owned Subsidiary of StoneRiver Group, L.P.)
BALANCE SHEET
AS OF DECEMBER 31, 2016
(Dollars in thousands except par value)
ASSETS
CURRENT ASSETS:
Cash
Accounts receivable—net
Prepaid expenses and other current assets

$

Total current assets

5,419
12,312
1,465
19,196

LOAN RECEIVABLE

-

PROPERTY AND EQUIPMENT—Net

646

INTANGIBLE ASSETS—Net

12,141

GOODWILL

43,714

OTHER LONG-TERM ASSETS

78

TOTAL

$

75,775

$

1,071
6,394
2,107
11,618
1,500

LIABILITIES AND SHAREHOLDER’S EQUITY
CURRENT LIABILITIES:
Accounts payable
Accrued expenses
Accrued bonuses
Deferred revenue
Current portion of long-term debt
Total current liabilities

22,690

LONG-TERM DEBT

28,297

DEFERRED INCOME TAXES

3,862

OTHER LONG-TERM LIABILITIES

393

Total liabilities

55,242

COMMITMENTS AND CONTINGENCIES (Notes 5 and 8)
SHAREHOLDER’S EQUITY:
Common stock—$.001 par value—1000 shares authorized; 100 shares issued
Subsidiary equity

20,533

Total shareholder’s equity

20,533

TOTAL

$

See notes to financial statements.
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75,775

STONERIVER, INC.
(A Wholly Owned Subsidiary of StoneRiver Group, L.P.)
STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 31, 2016
(Dollars in thousands)
REVENUE

$

EXPENSES:
Cost of revenue (excluding depreciation and amortization
included below)
Selling, general and administrative
Depreciation and amortization

82,407

62,955
16,658
5,194

Total expenses

84,807

OPERATING LOSS

(2,400)

INTEREST EXPENSE

1,680

LOSS BEFORE INCOME TAX BENEFIT

(4,080)

INCOME TAX BENEFIT

(1,761)

NET LOSS

$

See notes to financial statements.
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(2,319)

STONERIVER, INC.
(A Wholly Owned Subsidiary of StoneRiver Group, L.P.)
STATEMENT OF SHAREHOLDER’S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2016
(Dollars in thousands)
Common
Stock
BALANCE—December 31, 2015

$

Subsidiary
Equity

Total

- $

19,865 $

19,865

Net loss

-

(2,319)

(2,319)

Contribution of SRC

-

1,907

1,907

Net transfers from parent

-

1,080

1,080

BALANCE—December 31, 2016

$

See notes to financial statements.
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- $

20,533 $

20,533

STONERIVER, INC.
(A Wholly Owned Subsidiary of StoneRiver Group, L.P.)
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016
(Dollars in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:
Net loss
Adjustments to reconcile net loss to net cash provided by operating activities:
Deferred income taxes
Depreciation
Amortization of intangible assets
Loss (gain) on disposal of fixed assets
Deferred financing costs amortization
Changes in assets and liabilities, net of SRC contribution:
Accounts receivable
Prepaid expenses and other assets
Accounts payable and accrued expenses
Deferred revenues

$

(2,319)
(1,831)
613
4,581
3
95
4,628
(5)
1,661
(3,068)

Net cash provided by operating activities

4,358

CASH FLOWS FROM INVESTING ACTIVITIES—Capital expenditures

(348)

Net cash used in investing activities

(348)

CASH FLOWS FROM FINANCING ACTIVITIES:
Issuance of term loans and line of credit
Repayment of term loans and line of credit
Contribution of SRC
Transfers from parent—net

1,000
(6,750)
3,738
3,421

Net cash provided (used) by financing activities

1,409

NET INCREASE (DECREASE) IN CASH

5,419

CASH:
Beginning of year

-

End of year

$

5,419

$

1,272

Income taxes paid—net of refunds received

$

7

Assets acquired through contribution of SRC

$

2,953

Liabilities acquired through contribution of SRC

$

4,784

Assets transferred to SRG

$

2,341

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Interest paid

See notes to financial statements.
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STONERIVER, INC.
(A Wholly Owned Subsidiary of StoneRiver Group, L.P.)
NOTES TO FINANCIAL STATEMENTS
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2016
(Dollars in thousands)
1.

DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
StoneRiver, Inc. (the “Company”), was a wholly owned subsidiary of Progressive Enterprises Holdings, Inc., (“PEH”) which was a wholly
owned subsidiary of StoneRiver Group, L.P. (“SRG”).
On January 14, 2016, PEH was sold to a third party and the Company became directly wholly owned by SRG. On March 1, 2016, the
Company merged with StoneRiver Corporate, LLC (“SRC”), a subsidiary of SRG, which served as the corporate headquarters for SRG and its
subsidiaries. SRC was dissolved in connection with the merger. At the time of the merger, SRC only supported the Company and all of its
operating expenses were allocated to the Company. Based on the substance of the merger, which in effect represented a transfer of net assets
to the Company, it was accounted for as a contribution from the parent. As of March 1, 2016, the balance sheet for SRC was included in the
balance sheet of the Company and the results of its operations and its cash flows were included in the results of the Company thereafter.
The Company provides policy, claims, billing, and reinsurance administration and financial and compliance software and services to life and
annuity and property and casualty insurance carriers.
SRG is ultimately owned by Trident FIS Holdings, LLC and Trident FIS PF Holdings, LLC (collectively “Trident”), and Fiserv, Inc.
(“Fiserv”). Trident and Fiserv represent 51% and 49% of ownership units of SRG, respectively. The Trident investors are funds managed by
Stone Point Capital, LLC (“Stone Point”), a private equity firm that primarily invests in insurance and financial services companies.

2.

SIGNIFICANT ACCOUNTING POLICIES
Use of Estimates—The preparation of 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 reported amounts in the financial statements and
accompanying notes. Actual results could differ from those estimates.
Change in Accounting—On January 1, 2015, the Company adopted the accounting guidance under Accounting Standards Update (“ASU”)
No. 2014-02, Intangibles—Goodwill and Other, which allowed the Company to prospectively begin amortizing the recorded goodwill balance
on a straight line basis over a 10 year period. This ASU is only applicable to private companies. As discussed in Note 9 to the financial
statements, the Company was acquired in February 2017. The purchaser is a public company. Therefore, in order to comply with public
company generally accepted accounting principles, in 2016, the Company ceased applying this ASU and retroactively restated 2015 to
exclude goodwill amortization. Goodwill amortization of $4,371 recorded in 2015 was reversed along with $497 of income tax benefit relating
to the portion of the goodwill amortization that was tax deductible, resulting in a decrease to net loss of $3,874.
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The ASU also provides an exemption from the requirement to perform an annual impairment test. The Company had previously determined
that it had only one reporting unit and had previously performed a step one impairment test with no impairment indicated in 2014 or 2015.
Therefore, the change in accounting had no other impacts to the financial statements. The company performed an impairment test in 2016 and
concluded there was no impairment.
Fair Value Measurements—The carrying values of receivables and payables, including the loan receivable, approximate fair value due to the
short period of time to maturity. The carrying value of the term loan approximated its estimated fair value due to its variable rate at
December 31, 2016.
Accounting guidance has established a fair value hierarchy that prioritizes the inputs used to measure fair value. The hierarchy gives the
highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1), the next highest priority is given to
prices based on models, methodologies, and/or management judgments that rely on direct or indirect observable inputs (Level 2), and the
lowest priority to prices derived from models, methodologies, and/or management judgments that rely on significant unobservable inputs
(Level 3). The term loan was valued using Level 2 inputs.
Concentration of Credit Risk—One customer accounted for $859 of the accounts receivable balance at December 31, 2016.
Revenue Recognition—Revenues are derived from information technology software development and implementation services, software
licenses, hosting fees and maintenance fees and are recognized as the related products or services are provided. Software license sales are
recognized as revenue when written contracts are signed, delivery of the product has occurred, the fee is fixed or determinable, and collection
is probable. When license and maintenance contracts are sold together, revenue recognition is based on vendor specific objective evidence of
fair value for like products when sold separately. If software required significant modification, license and software development and
implementation revenues are recognized on a percentage of completion basis based on hours. Software maintenance fee revenues for ongoing
customer support are recognized ratably over the term of the related support period, which is generally 12 months. Hosting fees revenues are
recognized ratably over the term of the service period. Deferred revenues consist primarily of advance billings for services and are recognized
as revenue when the services are provided.
Revenues are also derived from professional and consulting services which are recognized on a time and material basis as the services are
performed.
Allowance for Doubtful Accounts—The Company analyzes trade accounts receivable by considering historical bad debts, customer
creditworthiness, current economic trends, changes in customer payment terms and collection trends when evaluating the adequacy of the
allowance for doubtful accounts. The allowance for doubtful accounts was $160 at December 31, 2016.
Selling, General, and Administrative Expenses—Selling, general and administrative expenses primarily consist of salaries, wages and
related expenses paid to sales personnel, administrative employees and management; advertising and promotional costs; and other selling and
administrative expenses.
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Property and Equipment—Property and equipment is stated at cost. Depreciation is computed using the straight-line method over the
estimated useful lives of the assets or leasehold period if shorter. Property and equipment at December 31, 2016, consisted of the following:
Cost
Leasehold improvements
Data processing equipment
Furniture and equipment

$

Life

192
5,187
949

5–7 years
3–5 years
5–7 years

6,328
Less accumulated depreciation

5,682

Total

$

646

Intangible Assets—Intangible assets at December 31, 2016, consisted of the following:
Gross Carrying
Amount

Accumulated
Amortization

Net Book
Value

Capitalized software
Acquired software
Purchased software
Customer relationships

$

17,259 $
19,790
3,677
26,045

16,309 $
19,790
3,152
15,379

950
525
10,666

Total

$

66,771 $

54,630 $

12,141

Capitalized software development costs represent the capitalization of certain costs incurred to develop new software or to enhance existing
software which is marketed externally. After the technological feasibility of the software has been established, software development costs,
which include salaries and related payroll costs and costs of independent contractors incurred during development, are capitalized. Research
and development costs incurred prior to the establishment of technological feasibility are expensed as incurred. Software development costs
are amortized on a product by product basis commencing on the date of general release of the products.
Capitalized software development costs are amortized over their estimated useful lives, which are generally five years. Amortization of
capitalized development costs which were put into service were $2,064 for the year ended December 31, 2016.
Acquired software represents software and technology intangible assets and is amortized over their estimated useful lives of five to seven
years. Amortization expense for customer relationships intangible assets and acquired software and technology totaled $2,244 for the year
ended December 31, 2016.
Purchased software represents software licenses purchased from third parties and is amortized over the estimated useful lives, generally three
to five years. Amortization of purchased software totaled $273 for the year ended December 31, 2016.
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Customer relationships intangible assets represent customer contracts and relationships and are amortized using an accelerated method of
amortization over their estimated useful lives of generally 20 years. An accelerated method is utilized because it reflects the pattern in which
the economic benefits of the intangible asset are expected to be realized. The customer contracts typically range from five to eight years in
duration.
The Company estimates that amortization expense with respect to intangible assets over the next five years, 2017 through 2021, will be
$3,077, $1,853, $1,507, $1,199, and $990, respectively.
Goodwill—Goodwill represents the excess of the purchase price over the estimated fair value of tangible and identifiable intangible assets
acquired. The Company tests goodwill for impairment at least annually on October 31 and more frequently if circumstances warrant. The
impairment test consists of two steps: in step one, the carrying value of the reporting unit is compared with its fair value estimated on a
discounted cash flow basis; in step two, which is applied only when the carrying value is more than its fair value, the fair value of the
reporting unit’s net assets other than goodwill are subtracted from the fair value of its equity, and if that result is less than the carrying amount
of goodwill, an impairment would occur. Fair values for the reporting unit are determined using an income approach. For purposes of the
income approach, fair value is determined based on the present value of estimated future cash flows, discounted at an appropriate risk-adjusted
rate. Internal forecasts are used to estimate future cash flows and include an estimate of long-term future growth rates. Actual results may
differ from those assumed in the forecasts.
The Company may perform a qualitative test to determine whether it is more-likely-than-not that the fair value of its reporting unit is less than
its carrying amount as a basis for determining whether it is necessary to perform the quantitative goodwill impairment test.
In 2016, the Company performed a qualitative test and determined it was unnecessary to perform the quantitative goodwill impairment test.
The Company had $3,281 of tax deductible goodwill at December 31, 2016.
The carrying amount of goodwill at December 31, 2016, consisted of the following:
Gross carrying amount
Accumulated impairments

$

64,414
20,700

Net book value

$

43,714

Impairment of Long-Lived Assets—The Company evaluates the recoverability of the recorded amount of long-lived assets whenever events
or changes in circumstances indicate that the recorded amount of an asset may not be fully recoverable. Impairment is assessed when the
undiscounted expected future cash flows derived from an asset are less than its carrying amount. If it is determined that an asset is impaired,
the impairment to be recognized is measured as the amount by which the recorded amount of the asset exceeds its fair value. Fair value is
determined using a discounted cash flow analysis.
Income Taxes—Current income taxes are recorded based on statutory rates applied to taxable income or were allocated to the Company, as if
a separate income tax return was filed, and related amounts were included in net transfers from parent. Deferred tax assets and liabilities are
recognized for the expected future tax consequences attributable to differences between financial statement carrying amounts of existing assets
and liabilities and their respective tax basis, net operating loss and tax credit carryforwards, and tax contingencies. 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. A valuation allowance, if necessary, is recorded against deferred tax assets for which utilization of the
asset is not likely.
- 10 -

Adopted Accounting Standards—In April 2015, the Financial Accounting Standards Board (“FASB”) issued ASU No. 2015-03,
Interest—Imputation of Interest. ASU No. 2015-03 requires debt issuance costs related to a recognized debt liability to be presented in the
balance sheet as a direct deduction from the carrying amount of the debt liability, consistent with debt discounts. The recognition and
measurement guidance for debt issuance costs are not affected. The Company adopted this ASU in 2016.
Recent Accounting Pronouncements—In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers. This
standard provides companies with a single model for use in accounting for revenue arising from contracts with customers. The core principle
of this model is to recognize revenue when control of the goods or services transfers to the customer, as opposed to recognizing revenue when
the risks and rewards transfer to the customer under the existing revenue guidance. Public entities are required to adopt the new revenue
standard for annual reporting periods beginning after December 15, 2017. The guidance allows companies to either apply the requirements
retrospectively to all prior periods presented, or apply the requirements in the year of adoption through a cumulative adjustment. The
Company is currently evaluating the impact of this guidance on the financial statements.
In February 2016, the FASB issued ASU No. 2016-02, Leases. ASU No. 2016-02 requires lessees to recognize the assets and liabilities arising
from leases in the balance sheet. The new guidance requires that all leases create an asset and a liability for the lessee in accordance with
FASB Concepts Statement No. 6, Elements of Financial Statements. This guidance will be effective for public entities for periods beginning
on January 1, 2019. The Company is currently evaluating the impact of this guidance on the financial statements.
In January 2017, the FASB issued new guidance that simplifies the accounting for goodwill impairment. The new guidance removes Step 2 of
the goodwill impairment test, which requires a hypothetical purchase price allocation. A goodwill impairment will now be the amount by
which a reporting unit’s carrying value exceeds its fair value, not to exceed the carrying amount of goodwill. All other goodwill impairment
guidance will remain largely unchanged. The guidance is effective for the Company in 2020; however, early adoption is permitted for any
impairment tests performed after January 1, 2017. This guidance will only impact the Company if there is a future impairment of goodwill.
3.

DEBT
Long-term debt at December 31, 2016, consisted of the following:
Term loan
Less debt issuance costs
Less current maturities

$

30,000
203
1,500

Total

$

28,297
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On September 12, 2014, certain of SRG’s subsidiaries including the Company (the “Borrowing Group”) entered into a credit agreement
(“Credit Agreement”) with a syndicate of lenders to primarily finance a distribution to SRG unitholders. The Credit Agreement included a
term loan (“Term Loan”) for $85,000 and a revolving line of credit (“Revolver”) for borrowings up to $5,000. In conjunction with the
financing, the Borrowing Group paid debt issuance costs of $879, of which $434 were allocated to the Company on a pro rata basis.
Debt issuance costs are amortized as a component of interest expense over the term of the underlying debt using the effective interest method.
Debt issuance cost related to the Company’s Term Loan totaled $203 at December 31, 2016, and is reported as a direct reduction of LongTerm Debt on the Company’s balance sheet.
During 2015, the Credit Agreement was amended to remove certain SRG subsidiaries, to reduce the Term Loan to $40,000, to reduce the
Revolver to $4,000, and to revise the debt covenant ratio calculations.
During 2016, the Credit Agreement was amended to remove certain SRG subsidiaries and to allow for the Company’s financial statements to
be provided to the lenders rather than the financial statements of SRG for compliance with covenants. The Company became the only
borrower after its merger with SRC as of March 1, 2016.
The Term Loan and Revolver are secured by the assets of the Company. The Term Loan matures on September 12, 2019, and bears interest at
a variable rate based on a specified rate determined by the Company’s leverage ratio plus either the adjusted London Interbank Offered Rate
(LIBOR), or the base rate, which is the greatest of (a) the prime rate, (b) the federal funds rate plus 0.5%, or (c) the adjusted LIBOR plus 1%.
The variable interest rate on the borrowings was 4.27% at December 31, 2016. Scheduled principal payments are due quarterly on the revised
principal amount of $40,000 at 1.875% per quarter through September 30, 2016, and 2.5% per quarter through June 30, 2019, with the
remaining principal due on the maturity date. During 2016, the Company made voluntary prepayments of scheduled principal payments due
on March 31, 2017, June 30, 2017, and half of the payment due on September 30, 2017.
Future minimum debt payments are as follows:
2017
2018
2019

$

1,500
4,000
24,500

A mandatory excess cash flow payment is required annually, beginning with the year ended December 31, 2015. The excess cash flow
payment is payable within 125 days after the end of the year and is equal to 50% of excess cash flow if the leverage ratio, determined on a pro
forma basis, is greater than 2.75 to 1.0, 25% if equal to or less than 2.75 to 1.0, but greater than 2.5 to 1.0, or no mandatory excess cash flow
principal payment is due if equal to or less than 2.5 to 1.0. Excess cash flow is defined as net income before interest, taxes, depreciation, and
amortization less capital expenditures, cash interest, cash taxes, scheduled term loan principal payments, and certain other adjustments. No
excess cash flow payment was required for the year ended December 31, 2016. Voluntary prepayments of principal are allowed, and
mandatory repayments are required under certain circumstances, such as pursuant to certain asset sales (subject to a period of less than one
year to reinvest the net proceeds in eligible assets), incurrence of indebtedness for money borrowed, and issuance of preferred units.
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The Credit Agreement contains various restrictions and covenants that require the Company, among other things, to limit the ratio of its
indebtedness less unrestricted cash to net earnings before interest, taxes, depreciation, and amortization and certain other adjustments to less
than 3.75 to 1.0 through March 31, 2016, 3.50 to 1.0 through September 30, 2016, 3.25 to 1.0 through March 31, 2017, and 3.0 to 1.0
thereafter. In addition, the Company must maintain a ratio of net earnings before interest, taxes, depreciation, and amortization and certain
other adjustments to fixed charges, as defined, of at least 1.1 to 1.0. The Company was in compliance with these debt covenants in 2016.
The Company has a revolving line of credit with a syndicate of lenders, under which it can borrow up to $4,000, of which $4,000 was
available at December 31, 2016. Interest rates under the revolving line of credit are determined in the same manner as for the Term Loan
described above. The revolving line of credit expires on September 12, 2019.
4.

INCOME TAXES
Income tax benefit for the year ended December 31, 2016, was as follows:
Current:
Federal
State

$

15
55
70

Deferred:
Federal
State

(1,491)
(340)
(1,831)

Income tax benefit

$

(1,761)

A reconciliation of recorded income tax benefit with income tax computed at the statutory federal tax rate of 34% is as follows:
Tax benefit computed at the statutory rate
Other—including state income taxes—net of federal benefit

$

(1,387)
(374)

Income tax benefit

$

(1,761)
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Significant components of the Company’s deferred tax assets and liabilities at December 31, 2016, consisted of the following:
Accounts receivable allowance
Accrued and deferred expenses
Deferred revenue
Net operating loss
Other

$

Total deferred tax assets

60
821
68
566
3
1,518

Property and equipment
Software capitalization
Goodwill and intangible assets
Other

(232)
(3,578)
(1,547)
(23)

Total deferred tax liabilities

(5,380)

Total

$

(3,862)

The Company’s net deferred tax liabilities are recorded as Deferred Income Taxes, a component of long-term liabilities on the Company’s
balance sheet.
The Company had no recorded liabilities for uncertain tax positions at December 31, 2016. The Company recognizes interest and penalties
related to unrecognized tax benefits as a component of income tax.
The Company’s primary tax jurisdictions include federal and various state jurisdictions. The Company’s 2012 through 2016 federal and
various state tax years remain subject to income tax examinations by the relevant tax authorities. The 2014 federal income tax return for PEH
and subsidiaries, which includes the Company, was selected for audit in 2016. The audit was completed with no changes made to taxable
income.
5.

OPERATING LEASES
The Company leases certain facilities and equipment, under terms that expire at various dates through 2021. Most leases contain renewal
options for varying periods. All of these leases are classified as operating leases. Rent expense for all leases was $1,455 for the year ended
December 31, 2016.
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Future minimum payments on all operating leases with initial non-cancellable lease terms in excess of one year as of December 31, 2016, are
as follows:
Years Ending
December 31

6.

2017
2018
2019
2020
2021

$

1,505
1,156
858
521
138

Total

$

4,178

EMPLOYEE BENEFIT PLAN
The StoneRiver, Inc. 401(k) and Profit Sharing Plan (“Plan”) covered substantially all Company employees. The Plan allows for employer
matching contributions at the Company’s discretion. For 2016, the discretionary matching percentage was one-third of the first 6% of
employee salary deferrals. During 2016, Company contributions expensed were $732. Company contributions accrued at December 31, 2016,
were $732.

7.

RELATED PARTY TRANSACTIONS
SRC provided certain shared services on behalf of SRG’s subsidiaries and allocated these costs to the Company until its contribution to the
Company on March 1, 2016, as disclosed in Note 1. The allocations were primarily based on the Company’s revenues and expenses or
employee count as a percentage of SRG’s consolidated totals. The shared services included human resources, payroll and benefits
administration, treasury, property and casualty insurance, income tax compliance, transactional legal support, intranet and vendor
management. In addition, certain Fiserv entities were vendors of the Company. Fiserv primarily provided information technology offshore
contract labor services for the Company.
Until the contribution on March 1, 2016, the Company transferred its cash receipts daily to SRC’s cash concentration account and SRC paid
the Company’s operating expenses. These receipts and payments were accounted for separately as due to and due from SRC. As of
February 29, 2016, the due from SRC account balance of $25 was transferred to equity.
After the contribution, certain SRC bank accounts became part of the Company. The Company paid invoices on behalf of SRG and received
transfers of cash receipts from SRG. As of December 31, 2016, the due to SRG account balance of $1,105 was transferred to equity.
Below is a summary of related-party transactions for the year ended December 31, 2016:
Amounts paid and accrued for contract labor services
rendered by Fiserv
Amounts paid and accrued for services rendered by SRC
Self-insured health allocation from SRC
Current income tax benefit allocation from SRC

$
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5,120
626
702
-

Below is a summary of related-party balance included in the December 31, 2016, balance sheet:
Amounts due to Fiserv entities, primarily contract labor
Loan receivable due from SRC

$

608
-

The loan receivable due from SRC did not bear interest and was effectively settled on March 1, 2016, with the merger of SRC and the
Company as noted above.
8.

COMMITMENTS AND CONTINGENCIES
In the normal course of business, the Company is involved in various lawsuits or arbitrations. Some of the proceedings would be
indemnifiable by a SRG unitholder if a liability were to arise. In the opinion of management, the liabilities, if any, which may ultimately result
from such proceedings are not expected to have a material adverse effect on the financial statements of the Company.

9.

SUBSEQUENT EVENTS
The Company has evaluated subsequent events through the date and time these financial statements were available to be issued on June 5,
2017, and noted no events that are subject to recognition or disclosure except as follows:
On February 28, 2017, SRG closed on the sale of the Company to a third party. Proceeds from the sale were used to fully repay the balance
outstanding on the Term Loan.
In May 2017, the State of Ohio Bureau of Workers’ Compensation (BWC), CGI Technologies and Solutions Inc. (CGI) and StoneRiver,
reached an agreement in principle, on condition that the Company assumes the original master contract signed between BWC and CGI. The
three parties are negotiating the terms and conditions of this agreement. The Company is evaluating the scope and implications of undertaking
responsibilities and warranties previously borne by CGI and will seek modifications to the master agreement. While the agreement has not
been finalized and is subject to continuing uncertainty, the Company believes that the estimated reserves for contract concessions, as reflected
in the December 31, 2016 financial statements, are adequate.
******
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Exhibit 99.2
UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION OF
SAPIENS AND STONERIVER
The following Unaudited Pro Forma Condensed Combined Statement of Operations for the year ended December 31, 2016 combine the
historical consolidated statements of operations of Sapiens International Corporation N.V. (“Sapiens”) and StoneRiver, Inc. (“StoneRiver”), giving
effect to the acquisition by Sapiens of StoneRiver (the “Acquisition”) as if it had been consummated on January 1, 2016. The following Unaudited
Pro Forma Condensed Combined Balance Sheet combines the historical consolidated balance sheets of Sapiens and StoneRiver, giving effect to the
Acquisition as if it had been consummated on December 31, 2016.
In the first quarter of 2017, Sapiens acquired 100% of the outstanding capital stock of privately-held StoneRiver for an aggregate purchase
price of approximately $102 million in cash, subject to certain adjustments based on working capital, transaction expenses, unpaid debt and certain
litigation matters.
For further information re: the protections afforded to Sapiens from potential damages related to StoneRiver (both via insurance purchased
by Sapiens and escrow funds established by the seller of StoneRiver) please see Note 1 to these Unaudited Pro Forma Condensed Combined
Financial Statements below.
The unaudited pro forma condensed combined financial information herein has been prepared in accordance with SEC Regulation S-X
Article 11. The unaudited pro forma combined financial information is presented for illustrative purposes only and is not necessarily indicative of
the combined operating results that would have resulted had the Acquisition been consummated on the dates and in accordance with the
assumptions described herein, nor is it necessarily indicative of future results of operations or financial position of the combined company. The
adjustments that are reflected in the unaudited pro forma combined financial information (as described in Note 4 below) give effect to events that
are directly attributable to the Acquisition transaction, are factually supportable, and, in the case of the Unaudited Pro Forma Condensed Combined
Statement of Operations, are expected to have a continuing impact.
Under the acquisition method of accounting, the net tangible and intangible assets of StoneRiver at the time of the Acquisition were
recorded at their fair values at the Acquisition date. The estimated fair values are based on information that was available as of June 30, 2017 and
may be subject to change.
These Unaudited Pro Forma Condensed Combined Financial Statements have been developed from, and should be read in conjunction
with, the audited consolidated financial statements of Sapiens for 2016 contained in its Annual Report on Form 20-F for the fiscal year ended
December 31, 2016, filed with the Securities and Exchange Commission (the “SEC”) on April 27, 2017, and the audited financial statements of
StoneRiver for the fiscal year ended December 31, 2016, attached as Exhibit 99.1 to Sapiens’ Report of Foreign Private Issuer on Form 6-K to
which these Unaudited Pro Forma Condensed Combined Financial Statements are attached as Exhibit 99.2.

Unaudited Pro Forma Condensed Combined Balance Sheet

(in thousands)
ASSETS
CURRENT ASSETS
Cash and cash equivalents
Trade receivables, net
Other receivables and prepaid expenses
Marketable securities

As of December 31, 2016
Pro Forma
StoneRiver
Adjustment

Sapiens

Note 4

60,908
34,684
6,389
18,220

5,419
12,312
1,465
-

(26,281)
(1,604)
138
(18,220)

120,201

19,196

(45,967)

17,228
9,807
4,041
101,951
4,623

646
55,855
78

(17,228)
525
59,316
-

137,650

56,579

42,613

236,842

257,851

75,775

(3,354)

330,272

6,562
32,049
9,137
-

1,071
8,501
11,618
1,500

1,286
749
(4,974)
6,500

47,748

22,690

3,561

LONG-TERM LIABILITIES
Other long-term liabilities
Long Term Loans
Accrued severance pay

9,864
4,940

4,255
28,297
-

11,201
3,703
-

Total long-term liabilities

14,804

32,552

14,904

62,260

908

-

-

908

EQUITY

194,391

20,533

(21,819)

193,105

TOTAL LIABILITIES AND EQUITY

257,851

75,775

(3,354)

330,272

Total current assets
LONG-TERM ASSETS
Marketable securities
Property and equipment, net
Severance pay fund
Goodwill and intangible assets, net
Other long-term assets
Total long-term assets
TOTAL ASSETS
LIABILITIES AND EQUITY
CURRENT LIABILITIES
Trade payables
Accrued expenses and other liabilities
Deferred revenue
Current maturities of long-term loans
Total current liabilities

REDEEMABLE NON-CONTROLLING
INTEREST

The accompanying notes are an integral part of these Unaudited Pro Forma
Condensed Combined Financial Statements.
2

(i), (j), (k), (l)
(m), (p)
(m)
(k)

Pro Forma
Combined
40,046
45,392
7,992
93,430

(k)
(n)
(m), (n)

(o)
(m)
(m), (p)
(i), (j)

10,978
4,401
217,122
4,701

8,919
41,299
15,781
8,000
73,999

(m)
(i), (j)

25,320
32,000
4,940

Unaudited Pro Forma Condensed Combined Statements of Income

(in thousands, except per share data)
Revenue
Cost of revenue
Gross profit

Year Ended December 31, 2016
Pro Forma
StoneRiver
Adjustments
Note 4

Sapiens
216,190
130,402

82,407
62,955

(364)
5,406

85,788

19,452

(5,770)

Operating expenses:
Research and development, net
Depreciation and amortization
Selling, marketing, general and
administrative
Total operating expenses

16,488
-

5,194

(5,194)

44,460
60,948

16,658
21,852

560
(4,634)

Operating income (loss)

24,840

(2,400)

(1,136)

1,680
(1,761)

48
(1,348)

Financial expense (income), net
Taxes and other expenses (income), net
Net income (loss)

(533)
5,772
19,601

Attributable to non-controlling interest
Net income (loss) attributable to Sapiens'
shareholders

(2,319)

265

(2,319)

19,336

(a)
(a)

Pro Forma
Combined
298,233
198,763
99,470

(b), (c)
(c), (d)

16,488
61,678
78,166
21,304

(e), (f), (g)
(h)

1,195
2,663

164

17,446

-

265

164

17,181

Basic earnings per share

0.40

0.36

Diluted earnings per share

0.40

0.35

Weighted average number of shares
outstanding used to compute basic earnings per
share (in thousands)

48,947

48,947

Weighted average number of shares
outstanding used to compute diluted earnings
per share (in thousands)

49,780

49,780

The accompanying notes are an integral part of these Unaudited Pro Forma
Condensed Combined Financial Statements.
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NOTES TO UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL STATEMENTS
Note 1. Description of the Transaction
Pursuant to a Share Purchase Agreement, dated February 14, 2017, by and among Sapiens, StoneRiver and StoneRiver Group L.P. (the
“Share Purchase Agreement”), Sapiens consummated the acquisition of all outstanding shares of StoneRiver in the first quarter of 2017, for an
aggregate purchase price of approximately $102 million in cash. The purchase price was subject to adjustments based on the working capital level of
StoneRiver as of the time of the closing, and was furthermore subject to reductions in the amounts of certain transaction expenses incurred by the
parties, certain unpaid debt of StoneRiver and certain liability of StoneRiver in respect of specific litigation matters (the “Acquisition”).
Under the terms of the Acquisition, in order to protect itself from potential damages for which it is entitled to indemnification from the
seller under the Share Purchase Agreement, immediately prior to the closing of the Acquisition, Sapiens purchased a representations and warranties
insurance policy (the “Insurance”). The Insurance provides for coverage of $12,500,000 in the aggregate for a period of three years (except with
respect to certain fundamental representations and warranties, as to which the Insurance will remain in effect for six years). As a further protection
for Sapiens, the seller of StoneRiver established two escrow funds, for the purpose of providing indemnification for Sapiens for certain damages that
are not fully recovered under the Insurance: (i) an escrow fund in an amount of $500,000 for a period of one year; and (ii) an escrow fund in an
amount of $2,000,000 for a period of 18 months.
Note 2. Basis of Pro Forma Presentation
The Unaudited Pro Forma Condensed Combined Statement of Income for the year ended December 31, 2016 gives effect to the
Acquisition as if it had been completed on January 1, 2016. The Unaudited Pro Forma Condensed Combined Balance Sheet as of December 31,
2016 gives effect to the Acquisition as if it had been completed on December 31, 2016.
Assumptions and estimates underlying the unaudited pro forma adjustments are described in these notes, which should be read in
conjunction with the Unaudited Pro Forma Condensed Combined Financial Statements. Since the Unaudited Pro Forma Condensed Combined
Financial Statements have been prepared based upon estimates (as of June 30, 2017), the final amounts recorded may differ from the information
presented.
The Acquisition is reflected in the Unaudited Pro Forma Condensed Combined Financial Statements in accordance with Accounting
Standards Codification (ASC) Topic 805, “Business Combinations,” using the acquisition method of accounting with Sapiens as the accounting
acquirer. Under these accounting standards, the total estimated purchase price is calculated as described in Note 3 to the Unaudited Pro Forma
Condensed Combined Financial Statements, and the assets acquired and the liabilities assumed of StoneRiver are measured and recorded at their
estimated fair values. For the purpose of measuring the estimated fair value of the assets acquired and liabilities assumed, Sapiens estimated the fair
values as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants as of the
measurement date. The estimated fair values are based on the information that was available as of June 30, 2017 and may be subject to change.
Estimated transaction costs have been excluded from the Unaudited Pro Forma Combined Statements of Income, as they reflect charges
directly related to the Acquisition, which do not have a continuing impact. However, the anticipated transaction costs are reflected in the Unaudited
Pro Forma Condensed Combined Balance Sheet as an increase to trade payables and an equivalent decrease to retained earnings (included within
Equity).
Sapiens and StoneRiver have incurred and may continue to incur costs associated with integrating the operations of the two companies after
the Acquisition was completed. The Unaudited Pro Forma Condensed Combined Financial Statements do not reflect the costs of any integration
activities or benefits that may result from realization of future cost savings from operating efficiencies or revenue synergies expected to result from
the Acquisition.
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Note 3. Estimate of Consideration Transferred
The Acquisition is reflected in accordance with ASC Topic 805, “Business Combinations,” using the acquisition method of accounting,
with Sapiens as the acquirer. The total consideration transferred to effect the Acquisition is as follows (in thousands):
Cash purchase price payable to StoneRiver stockholder under Share Purchase Agreement
Adjustment in respect of working capital of StoneRiver under Share Purchase Agreement
Payment to StoneRiver stockholder from settlement amount received from StoneRiver customer*
Total consideration

$

$

100,000
(992)
2,721
101,729

*This payment represents the amount received by StoneRiver Group L.P. (the seller of StoneRiver) pursuant to the terms of the Share
Purchase Agreement in respect of a settlement reached by StoneRiver with a customer following the closing of the Acquisition. Several years prior
to the Acquisition, StoneRiver had entered into a software development agreement with a system integrator and a customer to customize, enhance
and implement a product for the customer. Following a dispute, the parties negotiated a settlement agreement (in June 2017 after the closing of the
Acquisition), under which StoneRiver received $7.8 million in full and final settlement of the dispute. That $7.8 million settlement amount included
an annual renewal payments by the customer to StoneRiver for maintenance services to be provided by StoneRiver to the customer. Based on the
terms of the Share Purchase Agreement, the seller of StoneRiver was entitled to receive $2.721 million out of that $7.8 million amount. We have
adjusted the purchase price allocation on a pro forma basis by increasing the net trade receivables amount upwards by $3.1 million to reflect the
added value of the trade receivables that we acquired as a result of that settlement payment. Please see note 4(m) to the Adjustments to Unaudited
Pro Forma Condensed Combined Balance Sheet for a list of the pro forma adjustments reflected in the purchase price allocation.
Under the acquisition method of accounting, the net tangible and intangible assets of StoneRiver acquired as part of the Acquisition were
recorded at their fair values as of the date of the closing of the Acquisition, based on a preliminary purchase price allocation report prepared by a
third-party appraiser. The estimated fair values are based on the information that was available as of June 30, 2017 and may be subject to change.
The preliminary allocation of the purchase price to the assets acquired and liabilities assumed is as follows (in thousands):
Allocation
of
Purchase
Price
$
22,319
1,171
76,810
38,361
78
138,739
10,321
11,233
15,456
37,010
$
101,729

Current assets
Property, plant and equipment*
Goodwill
Intangible assets*
Other non-current assets
Total assets acquired
Current liabilities
Unearned revenue
Long term liabilities
Total liabilities assumed
Estimated purchase price
* Including classification according to Sapiens’ policy, see also note 4(n) below.

The allocation of the purchase price to the net assets acquired and liabilities assumed as of the Acquisition closing date resulted in the
recognition of the following intangible assets (in thousands):
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Developed technology
Customer relationships
Backlog
Total

$

$

Amount
33,110
4,548
703
38,361

Weighted
Average
Life - Years
7
13
1

Note 4. Adjustments to Unaudited Pro Forma Condensed Combined Financial Statements
The pro-forma adjustments are based in our preliminary estimates and assumptions that are subject to change. The unaudited adjustments
included in the Unaudited Pro Forma Condensed Combined Financial Statements are as follows:
Adjustments to Unaudited Pro Forma Condensed Combined Statements of Income
(a) Amortization. The adjustment to amortization expense recorded in revenue, and the adjustment to cost of revenues expenses, were a
result of fair market value adjustments to assets acquired. The estimated fair value of deferred revenue that was acquired and the estimated fair value
of amortizable intangible assets that were acquired are expected to be amortized over estimated useful lives, which will generally range from 1 to 15
years.
Pro forma adjustments for amortization expense have been included as follows:
Year
ended
December
31, 2016
$
(364)
5,406

(in thousands)
Revenue
Cost of revenue

(b) Elimination of amortization expenses in respect of StoneRiver intangible assets. Prior to the Acquisition, the StoneRiver balance sheet
included certain intangible assets, all of which were reevaluated by Sapiens in connection with the Acquisition. As a result of that reevaluation, we
eliminated those intangible assets and amortization expenses that accrued during 2016 in respect of those intangible assets.
Pro forma adjustment for those eliminations is shown in the table below:
Year
ended
December
31, 2016
$ (4,308)

(in thousands)
Depreciation and amortization

(c) Reclassification of depreciation and amortization expenses. Net expenses of $0.9 million of StoneRiver for the year ended December
31, 2016 have been reclassified from depreciation and amortization expenses to selling, marketing, general and administrative expenses, to be
consistent with Sapiens’ existing classifications.
(d) Elimination of transaction costs. Total transaction costs of approximately $0.3 million related to the Acquisition were recorded as an
expense in selling, general and administrative expenses for the year ended December 31, 2016. Those costs that were eliminated from the Unaudited
Pro Forma Condensed Combined Statements of Income as those costs relate directly to the Acquisition and do not have an ongoing impact.
(e) Elimination of interest expense on StoneRiver loan. The indebtedness of StoneRiver was paid off at the closing of the Acquisition;
accordingly, the pro forma adjustments should reflect an elimination of interest expenses of $1.6 million paid by StoneRiver during the year ended
December 31, 2016 in relation to outstanding indebtedness of $37 million as if it had been paid off on January 1, 2016.
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(f) Addition of interest expense in respect of loan received by Sapiens. For purposes of financing the Acquisition, at the closing of the
Acquisition (which occurred in the first quarter of 2017, following the 2016 year covered by the Unaudited Pro Forma Condensed Combined
Statements of Income), Sapiens received a $40 million term loan. The Unaudited Pro Forma Condensed Combined Statements of Income include
interest of $1.205 million accrued in respect of that loan as if it was outstanding on January 1, 2016.
(g) Financial income in respect of marketable securities held by Sapiens. As part of its financing for the Acquisition, Sapiens sold all
marketable securities held by it and used the proceeds towards payment of the purchase price for the Acquisition. As a result of that sale, the pro
forma adjustments eliminate all related financial income in an amount of $0.5 million that was recorded during the year ended December 31, 2016
in respect of those securities.
(h) Deferred tax expenses. Adjustments to deferred tax expenses arise from (1) the decrease in the deferred tax liability resulted from
amortization of estimated fair value adjustments in the financial statements for acquired intangible assets (see note (a) above), and (2) the
elimination of deferred tax income that was recorded during 2016 in connection with amortization of intangible assets of StoneRiver (see note (b)
above).
Adjustments to Unaudited Pro Forma Condensed Combined Balance Sheet
(i) Addition of liability in respect of loan received by Sapiens. For purposes of financing the Acquisition, at the closing of the Acquisition
(which occurred in the first quarter of 2017, following the December 31, 2016 date of the Unaudited Pro Forma Condensed Combined Balance
Sheet), Sapiens received a $40 million term loan. For purposes of the Unaudited Pro Forma Condensed Combined Balance Sheet, to better present
the financial condition of the combined company post-Acquisition, such loan is treated as if it was received on December 31, 2016. The pro forma
adjustments in respect of that loan are shown in the table below:
As of
December
31, 2016
$ 40,000
(8,000)
(32,000)

(in thousands)
Cash and cash equivalents
Current maturities of loans
Long Term Loans

(j) Elimination of StoneRiver loan. The indebtedness of StoneRiver was paid off at the closing of the Acquisition (in the first quarter of
2017, following the December 31, 2016 date of the Unaudited Pro Forma Condensed Combined Balance Sheet), pursuant to the Share Purchase
Agreement. In order to more accurately present the financial condition of the combined company post-Acquisition, the pro forma adjustments reflect
an elimination of the indebtedness of $30 million as if it had been paid off on December 31, 2016.
(k) Marketable securities held and sold by Sapiens. As part of its financing for the Acquisition, Sapiens sold all marketable securities held
by it, in an amount of $35.4 million, and used the proceeds therefrom towards payment of the purchase price for the Acquisition. The pro forma
adjustments eliminate such marketable securities and replace them with an equivalent amount of cash, in the Unaudited Pro Forma Condensed
Combined Balance Sheet, as if such sale of marketable securities had occurred prior to the pro forma balance sheet date of December 31, 2016.
(l) Acquisition payment. Based on the information that was available as of June 30, 2017, total consideration paid by Sapiens in respect of
the Acquisition was estimated as $101.7 million. The pro forma adjustments reflect a cash payment that was transferred to the StoneRiver
stockholder in the same amount as of December 31, 2016.
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(m) Purchase price allocation. Under the acquisition method of accounting, the net assets of StoneRiver acquired pursuant to the
Acquisition were recorded at their fair values. The pro forma adjustments that are reflected in the purchase price allocation are shown below:

(in thousands)
Trade receivables, net
Other receivables and prepaid expenses
Intangible assets (net of elimination of StoneRiver intangible assets prior to Acquisition)
Goodwill (net of elimination of StoneRiver goodwill asset prior to Acquisition)
Accrued expenses and other liabilities
Deferred revenues
Other long-term liabilities

As of
December 31,
2016
$
2,985
138
26,745
33,096
(749)
385
(11,201)

(n) Reclassification of intangible assets. $0.5 million of net intangible assets held by StoneRiver as of December 31, 2016 have been
reclassified from intangible assets to property and equipment, net, to be consistent with Sapiens’ existing classifications.
(o) Addition of transaction costs. One-time transaction costs in an amount of approximately $1.3 million incurred during the six months
ended June 30, 2017 (during which the Acquisition was consummated) have been added to the trade payables to reflect that liability already as of
December 31, 2016 in the Unaudited Pro Forma Condensed Combined Balance Sheet, with an equivalent reduction to retained earnings (included
within Equity), as of December 31, 2016.
(p) Offsetting balances of trade receivable and deferred revenue. An amount of $4.6 million in the trade receivable balance as of December
31, 2016 has been offset with deferred revenue balance, to be consistent with Sapiens’ existing accounting policy.
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