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PART I

ITEM 1. BUSINESS
GENERAL

Asure Software, Inc., a Delaware corporation, is a global provider of cloud-based software-as-a-service (‘‘SaaS”) time
and labor management and Agile Workplace management solutions that enable organizations to manage their office
environments as well as their human resource and payroll processes effectively and efficiently.

Asure serves approximately 7,000 clients in 80 countries, ranging from global Fortune 500 clients to small and
mid-sized businesses. Some of our current clients include Aetna, Apple Inc., Baker & McKenzie, Deutsche Bank,
KPMG UK, La Trobe University, Merck and Co., Inc., Mondelez, Pfizer, Inc., Pearson, PSSI, Salesforce.com, Inc.,
State Street and Thomson Reuters. Our mission guides the work we do each day; it is “To deliver innovative
technology with the passion to empower every client’s workplace and the commitment to make their workdays easier.”

We currently offer a full suite of solutions to help clients optimize and manage their mobile workforces and their
global workspaces. SaaS-based offerings include: asset management, mobile room scheduling, mobile time tracking,
scheduling software, space utilization solutions, tablet-based time clocks, time and labor management software,
traditional time clocks, touch panels for room scheduling, and workplace business intelligence (“BI”) analytics, as well
as human resource management, payroll processing and benefits administration services businesses. All products are
implemented using our proven client deployment model and supported with professional services and client support
teams as needed.

More than ever, companies are trying to get a handle on how to track, understand and optimize their real estate and
time and labor costs in a world that is becoming increasingly mobile and global. With tele-commuting, hoteling (i.e.,
sharing of cubical space), and alternative working on the rise, executives have an opportunity to reinvent their
workspaces to better meet the needs of their workforces and save millions in real estate costs. Similarly, mobile time
tracking with geospatial and facial recognition technologies allows executives to better understand where and when
their employees are working, and provides great insights into optimizing labor schedules and labor costs. Mobile time
and tablet-based time tracking solutions also help combat “buddy punching”’- when a dishonest worker covers for an
absent co-worker by punching the company time clock for the absent worker- which can cost companies millions of
dollars per year.

We were incorporated in 1985 and our principal executive offices are located at 110 Wild Basin Road, Suite 100,
Austin, Texas 78746. Our telephone number is (512) 437-2700 and our website is
www.asuresoftware.com. Information on our website is not part of this Annual Report on Form 10-K.

Asure makes available free of charge, on or through its website, our annual report on Form 10-K, our quarterly reports
on Form 10-Q and our current reports on Form 8-K, and amendments to those reports filed or furnished pursuant to
Section 13(a) or 15(d) of the Exchange Act, as soon as reasonably practicable after we electronically file these
materials or furnish them to the Securities and Exchange Commission.

RECENT DEVELOPMENTS

Public Stock Offering

In December 2016, we completed an underwritten public offering of 1,949,250 shares of common stock at the public
offering price of $8.00 per share, which includes 254,250 shares sold pursuant to the underwriters’ full exercise of their

4
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over-allotment option. Our net proceeds, after deducting the underwriting discounts and commissions and other
estimated offering expenses, were approximately $14.4 million. We intend to use the net proceeds received from the
offering for general corporate purposes. We may also use a portion of the net proceeds to acquire or invest in
complementary businesses, assets or technologies. We subsequently used a portion of the proceeds to reduce
approximately $3.0 million of our secured subordinated indebtedness payable in connection with the 2016 acquisition
of Mangrove and for the three acquisitions we closed in January 2017, as noted below.

2017 Acquisitions

In January 2017, we closed three strategic acquisitions: Personnel Management Systems, Inc., a leading provider of
outsourced HR solutions; Corporate Payroll, Inc. (Payroll Division), a leading provider of payroll services; and
Payroll Specialties NW, Inc., a leading provider of payroll services.

3
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Stock Purchase Agreement

In January 2017, we acquired all of the outstanding shares of common stock of Personnel Management Systems, Inc.,
a Washington corporation. The aggregate consideration for the stock consisted of (i) $3.875 million in cash and (ii) a
subordinated promissory note in the principal amount of $1.125 million, subject to adjustment

Asset Purchase Agreement

In January 2017, we acquired substantially all the assets of Corporate Payroll, Inc., an Ohio corporation, relating to its
payroll service bureau business. The aggregate consideration for the assets consisted of (i) $1.5 million in cash, (ii) a
subordinated promissory note in the principal amount of $500,000 and (iii) 112,166 shares of our common stock
valued at $1.0 million, subject to adjustment.

Asset Purchase Agreement

In January 2017, we acquired substantially all the assets of Payroll Specialties NW, Inc., an Oregon corporation. The
aggregate consideration for the assets consisted of (i) $3.010 million in cash and (ii) a subordinated promissory note in
the principal amount of $600,000, subject to adjustment.

See Note 14- Subsequent Events in the accompanying financial statements for more information about the Stock
Purchase Agreement and Asset Purchase Agreements.

2016 Acquisitions

Through the acquisitions described below, we have entered into the human resource management, payroll processing
and benefits administration services businesses, which we have integrated into our existing AsureForce® product line.

Mangrove Stock Acquisition

In March 2016, we acquired all of the outstanding shares of common stock of Mangrove Employer Services, Inc.
(“Mangrove”), a human resource management and payroll processing company based in Tampa, Florida. The aggregate
consideration for the stock consisted of (i) $11.3 million in cash, and (ii) a secured subordinated promissory note in

the principal amount of $6.0 million, subject to adjustment.

COBRAsource Asset Acquisition

In March 2016, we also acquired substantially all the assets of Mangrove COBRAsource Inc., a benefits
administration services business which then was a wholly owned subsidiary of Mangrove. The aggregate
consideration for the assets was $1.0 million.

PRODUCTS AND SERVICES

Asure’s SaaS-based solutions are uniquely designed to help companies bring people, time, space and assets together to
more effectively manage their global, mobile workforces. As companies recruit, hire and work to retain mobile
employees, executives use Asure’s solutions to understand how their workspaces are used, track how and when people
work, and foster productivity by making it easy for employees to find the workspace they need. We currently offer

two main product lines, AsureSpace™ and AsureForce®. AsureSpace™ provides workplace management solutions that
enable organizations to manage their office environments and optimize real estate utilization, and AsureForce® time

and labor management solutions help organizations optimize labor and labor administration costs and activities.
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With AsureSpace™ workspace management solutions, clients realize significant costs savings and Return on Investment
(“ROI”) gains by better using their real estate with a full portfolio of industry-leading, global, SaaS-based solutions. Our
SmartView® product offers unique insights into how space is being used, which allows companies to make proactive,
strategic decisions about real estate investments. SmartTag® asset management helps companies assign physical

assets to people and spaces so they can track and recover all assets, including cell phones, laptops, desks, chairs, and
virtually any item assigned to an employee. AsureSpace™ resource scheduling and meeting room management solutions
help employees easily find and reserve space for their specific needs. Our new product, NowSpace®, allows users to
find and reserve desk spaces, conference rooms, catering, audiovisual, and more directly from their smart phones.
AsureSpace™ touch panels and kiosks are placed outside busy areas for on-the-fly desk and space reservation needs;
viewers can find, reserve and use available space as needed. And lastly, workplace business intelligence (‘“Workplace
BI”) tools offer invaluable reporting for executives to understand space utilization and continue to make improvements
in their real estate investments.

4
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Mangrove, which was acquired in March 2016, and is now a part of our AsureForce® product line, provides
cloud-based SaaS Human Capital Management (“HCM”) applications which includes human resources (“HR”), payroll,
benefits, and talent management software solutions. Mangrove’s HCM suite of solutions is easy-to-use, with fully
integrated HR/payroll applications uniquely designed to help companies recruit, manage, pay, and analyze their
workforce more effectively.

The acquisition enabled us to alter the marketplace of HCM by offering a comprehensive solution that brings
workforce and workspace management together. These two workflows combined in one unified management platform
increases company bottom-line performance through greater employee empowerment and engagement. It also gives
companies new data metrics to manage their two most costly assets: their people and real estate.

Cost savings and additional ROI gains come in the form of a more strategic use of labor dollars and the elimination of
time theft with AsureForce® workforce management solutions. GeoPunch® mobile time tracking, the AirClock™
tablet-based time tracking, and Asure’s workforce management platform offer clients several advantages. First, mobile
time tracking with geospatial and facial recognition technologies help executives better understand where and when
their employees are working and provide great insights into optimizing labor schedules and labor costs. Mobile time
and tablet-based time tracking solutions make it much more efficient for employees to punch in and out from
wherever they are working, whether it is a client site, a work site, or a home-based work arrangement. GeoPunch®
and AirClock™ also help combat buddy punching, which can cost companies millions of dollars per year. Finally,
employees, supervisors and executives have real-time access to data and business intelligence to help eliminate buddy
punching, optimize job costing and labor scheduling, and ultimately control and optimize labor costs.

For both product lines, support and professional services are other key elements of our software and services business.
As an extension of our legacy perpetual software product offerings, Asure offers our customers maintenance and
support contracts that provide ready access to qualified support staff, software patches and upgrades to our software
products. We also provide installation of and training on our products, add-on software customization and other
professional services on a global scale.

PRODUCT DEVEL.OPMENT

We strive to quickly bring to market innovative, cloud-based solutions that work when, where and how workforces are
operating today. Asure’s strategy is to deliver the right technology to its customer base in order to realize efficiencies
in the workplace. First-to-market mobile applications are a testament to our success in innovation. Additionally, Asure
is committed to co-innovation, working in partnership with industry leaders, partners and clients around the globe to
develop technology solutions that meet the needs of a rapidly shifting workplace.

Our industry is characterized by continuing improvements in technology, resulting in the frequent introduction of new
products, short product life cycles, changes in customer needs and continual improvement in product performance
characteristics. Asure strives to be cost-effective and timely in enhancing our software applications, developing new
innovative software solutions that address the increasingly sophisticated and varied needs of an evolving range of
customers, and anticipating technological advances and evolving industry standards and practices.

Asure development teams — located in Traverse City, Michigan; Dedham, Massachusetts; Salt Lake City, Utah and
Austin, Texas — are staffed with software developers, quality assurance engineers and support specialists who work
closely with our customers and sales and marketing teams to build products and services based on market
requirements and customer feedback. We develop our new product and service roadmaps based on inputs from
customers, competitive comparisons and relevant technology innovations.
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Our research and development strategy is rooted in innovation and flexibility. The development team enhances the
functionality of our software and hardware products through new releases and new feature developments, with a
particular focus on cloud-based SaaS solutions and products for the mobile workforce. Asure will also continue to
evaluate opportunities for developing new software so that organizations may further streamline and automate the
tasks associated with administering their businesses. We seek to simultaneously allow organizations to improve their
productivity while reducing the costs associated with those business tasks.

We also actively search for potential product, service or business acquisitions that we believe will complement our
existing and planned product and service offerings, such as our 2016 Mangrove human capital management, payroll
processing and employee benefits administration acquisitions. We cannot assure that we will make future acquisitions
or that we can successfully integrate acquired assets or businesses profitably into Asure.

Despite our efforts, we also cannot assure that we will complete our existing and future development efforts or that
our new and enhanced software products will adequately meet the requirements of the marketplace and achieve
market acceptance. Additionally, Asure may experience difficulties that could delay or prevent the successful
development or introduction of new or enhanced software products. In the case of acquiring new or complementary
software products or technologies, we may not be able to integrate the acquisitions into our current product

lines. Furthermore, despite extensive testing, errors may be found in new software products or releases after
shipment, resulting in a diversion of development resources, increased service costs, loss of revenue and/or delay in
market acceptance.

5
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SALES AND DISTRIBUTION

Asure sells its software products and services through both a direct and channel (partner) model, which enables us to
sell our software solutions in an efficient, cost-effective manner. Prospective customers learn about Asure through a
variety of ways, including advertising, web site searches, sales calls, public relations, direct marketing and social
media. When prospective customers show an interest in Asure, we connect them with a sales representative via our
web site, phone or a face-to-face meeting to discuss their needs and the solutions they are interested in and make the
sale. We track our marketing and sales activities to provide immediate preview into activities, leads and pipeline
opportunities. Asure account management teams also work with existing customers to promote and sell additional
solutions that are relevant for each customer. In addition to this direct sales model, we supplement these efforts with
our partner programs described below. By working with our partners, we expand the reach of our direct sales force
and gain access to key opportunities in major market segments worldwide. Asure has two distinct levels of partners in
our Partner Program: Reseller Partners and Referral Partners.

Reseller Partners. Reseller Partners are companies that represent us globally, as well as before the Federal
government, and often offer complementary products to either the workspace management product line or the
workforce product line. Reseller Partners commit to a minimum level of business per year with us and receive a
channel discount for that commitment. Our Reseller Partners outside the United States include Novera in Australia
which represents the workspace product line. We also have several Reseller Partners that represent our software in the
Federal government space. Resellers of our workforce product line in the United States include Oasis Outsourcing, a
large provider of human resource outsourcing solutions.

Referral Partners. Referral Partners provide us with the name and particular information about a prospective customer
and its needs as a sales lead. If we accept the sales lead, we register it for the Referral Partner. If we make a sale as a
direct result of such a lead, we will pay the Referral Partner a sales lead referral fee. Currently, we have a number of
Referral Partners, including PolyVision Corp., Steelcase and e-Innovative Solutions for the workspace management
product line and several smaller firms for our workforce product line.

COMPETITION

We believe we have a unique position in the market place, in that Asure is the only technology company in the world
that offers SaaS-based workspace and workforce management solutions from a single partner. Additionally, we
believe Asure has been first-to-market with mobile apps in the workspace management industry and we are the only
known company to have both geospatial and facial recognition technology working together for mobile time tracking.

Specific to the AsureSpace™ line of workspace management software solutions, we have a competitive advantage in
the breadth of our comprehensive platform of workspace scheduling and utilization analytics as well as our resources
available for product development, client services, and customer support. The primary competitors to AsureSpace™
include Dean Evans & Associates, Inc., Emergingsoft Corporation, AgilQuest Corporation and Condeco Ltd. (UK).

In addition to the features and available services, we believe the principal advantages of AsureSpace™ with respect to
its competitors include its cloud-based services model, extensive product integration options and partner channel,
scalable deployments, configurable interfaces, mobile access and price.

We believe that the AsureForce® line of workforce management software solutions has a competitive advantage in

the marketplace in serving organizations seeking specific point-solutions as well as organizations desiring an
integrated suite of solutions, particularly in the area of mobile time collection. We believe GeoPunch® and AirClock™
products are first-to-market technology solutions with significant market demand. By competing tactically with
point-solutions and strategically with an integrated suite of solutions, Asure can serve the needs of a broad spectrum

of companies. Primary competitors to AsureForce® include Kronos, Replicon, and Time Simplicity.

10
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While Asure has the advantage of a flexible, easy to use, cloud-based, SaaS-delivered software model, affordability
and proven deployment methodology, we face several categories of competitive challenges:

Vendors with face-to-face sales contact. In this highly relationship-based sales process, vendors with large, dispersed
field-based sales teams who meet and consult with prospects have an advantage. Key U.S. vendors who approach the
market in this manner include ADP, Kronos, PeopleSoft, Condeco and Steelcase. Asure has recently launched a
field-based approach to sales and also focuses on high-touch marketing campaigns and leveraging relationships with
channel partners to build relationships with prospects.

National payroll processors with loss-leader products. Large brand and market share payroll processing vendors (such
as ADP, Inc.) offer equivalent point solutions at little or no cost to prospects when in a competitive engagement
because these loss leader products become inconsequential next to their core business offerings.

Single application vendors. Vendors that offer similar point-solutions, such as room scheduling, office hoteling
management, time and attendance, employee/manager self-service and paystub management, can be perceived as

better meeting an immediate and specific need.
6
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Because the market for our products and services is subject to rapid technological change and there are relatively low
barriers to entry in the workplace management software market, we routinely encounter new entrants or competition
from vendors in some or all aspects of our two product lines. Competition from these potential market entrants may
take many forms. Some of our competitors, both current and future, may have greater financial, technical and
marketing resources than us and therefore may be able to respond more quickly to new or emerging technologies and
changes in customer requirements. As a result, they may compete more effectively on price and other terms.
Additionally, those competitors may devote greater resources in developing products or in promoting and selling their
products to achieve greater market acceptance. Asure is actively taking measures designed to address our competitive
challenges. However, we cannot assure that we will be able to achieve or maintain a competitive advantage with
respect to any of the competitive factors.

MARKETING

Asure’s marketing strategy has relied on the development and implementation of a comprehensive integrated plan
rooted in our business objectives. The marketing plan includes four primary objectives: 1) build brand awareness, 2)
develop lead generation programs that drive revenue, 3) launch products in a meaningful way and 4) develop an
infrastructure that supports and measures marketing activities. We deploy multi-faceted, multi-series direct marketing
programs to drive awareness, interest and revenue. Marketing vehicles include our web site, organic and paid search,
advertising, public relations, direct marketing, events, social media, content marketing and eMarketing. Our
marketing plan addresses growth and retention goals for all target audiences, from small and medium-sized businesses
to Fortune 500 companies and divisions of enterprise organizations throughout the United States, Europe and
Asia/Pacific.

INDUSTRY REGUILATION

Our business is subject to a wide range of complex U.S. and foreign laws and regulations. In addition, many of our
solutions are designed to assist clients with their compliance with certain U.S. and foreign laws and regulations that
apply to them. Failure to comply with, or changes in, laws and regulations applicable to our businesses could have a
materially adverse effect on our reputation, results of operations or financial condition, or have other adverse
consequences.

As a provider of HR outsourcing solutions, we process personal and sensitive data related to clients, employees of our
clients, vendors and our employees. We are, therefore, subject to compliance obligations under federal, state and
foreign privacy and data security-related laws. For instance, in the United States, the Health Insurance Portability and
Accountability Act of 1996 applies to our COBRA, flexible spending account, and health savings account benefits
administration services businesses. We are also subject to federal, state and foreign security breach notification laws
with respect to both our own employee data and client employee data.

Some of our solutions assist our clients in complying with certain U.S. and foreign laws and regulations that apply to
them. For example, our HCM solutions help clients manage their compliance with certain requirements of the Patient
Protection and Affordable Care Act in the United States. Our COBRA administration services and flexible spending
account services in the United States are designed to help our clients comply with relevant federal guidelines relating
to, respectively, employers’ benefits continuation obligations and certain requirements of the Internal Revenue Code.
Although these laws and regulations apply to our clients and not to us, changes in such laws or regulations may affect
our operations, products and services.

Additionally, the changing nature of privacy laws in the United States, Canada, the European Union and elsewhere,
may impact our processing of personal information of our employees and on behalf of our clients. For example, the

European Union adopted a comprehensive general data privacy regulation (the “GDPR”) in May 2016 that will replace

12
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the current EU Data Protection Directive and related country-specific legislation. The GDPR becomes fully effective
in May 2018. Complying with the enhanced obligations imposed by the GDPR may result in significant costs to our
business and require us to amend certain of our business practices. Further, enforcement actions and investigations by
regulatory authorities related to data security incidents and privacy violations continue to increase. The future
enactment of more restrictive laws, rules or regulations and/or future enforcement actions or investigations could have
a materially adverse impact on us through increased costs or restrictions on our businesses and noncompliance could
result in regulatory penalties and significant legal liability. Failure to comply with data privacy laws and regulations
could have a materially adverse effect on our reputation, results of operations or financial condition, or have other
adverse consequences

The foregoing description does not include an exhaustive list of the laws and regulations governing and impacting our
business.

7
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TRADEMARKS

We have registered Asure Software® as a federal trademark with the U.S. Patent and Trademark Office. Our other
federal trademarks include AsureForce®, Face Time Clock®, Legiant Timecard® and ADI Time®, and we have

pending applications for federal registration of the marks AsureSpace™, SmartView™ and GeoPunch™. We also use the
common law trademarks iEmployee™, Netsimplicty™, AsureSpace™, ADI™, Workplace BI™ and Legiant Express™.

EMPLOYEES

As of December 31, 2016, we had a total of 179 employees in the following departments:

NUMBER OF
FUNCTION EMPLOYEES
Research and development 31
Sales and marketing 39
Customer service and technical support 66
Finance, human resources and administration 43
Total 179

We continually evaluate and adjust the size and composition of our workforce. We also periodically retain contractors
to support our sales and marketing, information technology and administrative functions. None of our employees are
represented by a collective bargaining agreement. Asure has not experienced any work stoppages and we consider our
relations with our employees to be good. Additionally, we augment our workforce capacity in research and
development and customer service and technical support by contracting for services through third parties.

Our future performance depends largely on our ability to continually and effectively attract, train, retain, motivate and
manage highly qualified and experienced technical, sales, marketing and managerial personnel. Asure’s future
development and growth depend on the efforts of key management personnel and technical employees. Asure uses
incentives, including competitive compensation and stock options, to attract and retain well-qualified employees.
However, we cannot assure that we will continue to attract and retain personnel with the requisite capabilities and
experience. The loss of one or more of Asure’s key management or technical personnel could have a material and
adverse effect on our business and operating results.

EXECUTIVE OFFICERS

The information regarding directors and corporate governance matters is incorporated herein by reference from the
section entitled “Election of Directors” of the Company’s definitive Proxy Statement (the “Proxy Statement”) to be filed
pursuant to Regulation 14A of the Securities Exchange Act of 1934, as amended, for the registrants’ Annual Meeting

of Stockholders to be held on June 5, 2017. The Proxy Statement is anticipated to be filed within 120 days after the

end of the registrant’s fiscal year ended December 31, 2016.

The following table sets forth information regarding the Company’s current executive officers as of March 30, 2017:
Name Age Position
Patrick Goepel 55 Chief Executive Officer
Joe Karbowski 50 Chief Operating Officer/Chief Technical Officer
Brad Wolfe 57  Chief Financial Officer

Patrick Goepel was elected to the Company’s Board of Directors at its August 28, 2009 Annual Meeting of
Shareholders. He was subsequently appointed as Interim Chief Executive Officer on September 15, 2009 and became

14
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Chief Executive Officer of the Company as of January 1, 2010. Prior to his appointment, he served as Chief
Operating Officer of Patersons Global Payroll. Previously, he was the President and Chief Executive Officer of
Fidelity Investment’s Human Resource Services Division from 2006 to 2008; President and Chief Executive Officer of
Advantec from 2005 to 2006; and Executive Vice President of Business Development and US Operations at Ceridian
from 1994 to 2005. A former board member of iEmployee, Mr. Goepel currently serves on the board of directors of
APPD Investments and SafeGuard World International.

Joe Karbowski was promoted to Chief Operating Officer and Chief Technical Officer in September 2016. He joined
the Company in 2012 when we acquired PeopleCube, where he also served as Chief Technical Officer, evolving it
from a startup he co-founded in 1999 to be a leader in the Agile Workplace market. With more than 25 years of
experience in building commercial software companies, he is a featured speaker and has published numerous articles
on software development techniques and methodologies. Joe earned a Bachelor of Science degree in Computer
Science from Michigan Technological University, Houghton.

8
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Brad Wolfe joined the Company as Chief Financial Officer in October 2014. Prior to joining the Company, Mr. Wolfe
spent most of the last 14 years with DCI Group and their related entities and investments, a private equity and
investment organization, where he served in consulting, office and executive finance and operational roles for the
firm’s subsidiary and portfolio companies to promote their growth and profitability. Before that, he was Chief
Financial Officer and Executive Vice President at AON Corporation, a Fortune 200 company. His background also
includes mergers and acquisitions in both public accounting and law firm settings, and his experience spans
international markets and a wide range of industries, including technology, software and real estate. Wolfe holds an
MBA degree from Northwestern University’s Kellogg School of Business in Finance and Information systems, a J.D.
degree from the Kent Law School executive program, and a B.B.A. degree in accounting and information systems
from Southern Methodist University.

ITEM 1A. RISK FACTORS

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are not required to provide the
information required under this Item.

ITEM 1B. UNRESOLVED STAFF COMMENTS
None.
ITEM 2. PROPERTIES

Our principal offices are located in Austin, Texas where we occupy approximately 12,000 square feet of office space
under one operating lease that expires in June 2018. Subsequent to December 31, 2016, we entered into a lease
agreement for new corporate office facilities to accommodate our growth. We lease approximately 6,000 square feet
in Dedham, Massachusetts. We also lease office suites in Michigan, Utah and the United Kingdom and, as a result of
our March 2016 acquisitions, facilities in Tampa, Florida, Henderson, Nevada and Vernon Hills, Illinois.

Management believes that the leased properties described above are adequate to meet Asure’s current operational
requirements and can accommodate further physical expansion of office space as needed.

ITEM 3. LEGAL PROCEEDINGS

Although Asure has been, and in the future may be, the defendant or plaintiff in various actions arising in the normal
course of business, as of December 31 2016, we were not party to any pending legal proceedings.

9
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

MARKET INFORMATION

Our common stock trades on the NASDAQ Capital Market System under the symbol “ASUR.” The following table
shows the high and low closing sale prices of our common stock for each full quarter as reported by NASDAQ for the
periods indicated:

2016 2015

HIGH LOW HIGH LOW
Ist Quarter $5.67 $4.36 $6.11 $5.30
2nd Quarter $5.45 $4.53 $6.34 $5.40
3rd Quarter $6.57 $4.64 $6.22 $5.40
4th Quarter $9.55 $6.52 $5.60 $4.45

DIVIDENDS

We did not pay cash dividends on our common stock during fiscal years 2016 and 2015. We presently intend to
continue a policy of retaining earnings for reinvestment in our business, rather than paying cash dividends.

HOLDERS

As of March 15, 2017, we had approximately 330 stockholders of record of our common stock.

SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following table provides information as of December 31, 2016 with respect to shares of our common stock that
we may issue under our existing equity compensation plans (share amounts in thousands).

A B C
Number of
Securities
Remaining
Available for
Future
Issuance
Number of Under Equity
Securities Weighted = Compensation
to be Issued Average Plans

Upon Exercise (Excluding

Exercise of Price of Securities

Outstanding Outstanding Reflected in
Plan Category Options Options Column A)
Equity Compensation Plan Approved by Stockholders (1) 614 $ 647 200
Equity Compensation Plans Not Approved by Stockholders (2) -0- $ -0- -0-
Total 614 $ 647 200
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(1)Consists of the 2009 Equity Plan.
(2)Our stockholders have previously approved our existing equity compensation plan.

ISSUER PURCHASES OF EQUITY SECURITIES

None.

10
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ITEM 6. SELECTED FINANCIAL DATA

We are a smaller reporting company as defined by Rule 12b-2 of the Exchange Act and are not required to provide the
information required under this Item.

ITEM 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

CAUTIONARY STATEMENT REGARDING FORWARD-L.OOKING STATEMENTS

Certain statements in this Report represent forward-looking statements. Forward-looking statements include but are
not limited to statements regarding our strategy, future operations, financial condition, results of operations, projected
costs, and plans and objectives of management. Actual results may differ materially from those contemplated by the
forward-looking statements due to, among others, the risks and uncertainties described in this Report and in our other
SEC filings.

99 ¢ LR T3 EEINT3 E2]

Asure has attempted to identify these forward-looking statements with the words “believes,” “estimates,” “plans,
“anticipates,” “may,” “could” and other similar expressions. Although these forward-looking statements reflect
management’s current plans and expectations, which we believe reasonable as of the filing date of this Report, they
inherently are subject to certain risks and uncertainties. Additionally, Asure is under no obligation to update any of
the forward-looking statements after the date of this Form 10-K to conform such statements to actual results.

expects,

RESULTS OF OPERATIONS

The following table sets forth, for the fiscal periods indicated, the percentage of total revenues represented by certain
items in Asure’s Consolidated Statements of Comprehensive Loss:

2016 2015
Revenues 100.0% 100.0%
Gross margin 77.2 72.7
Selling, general and administrative 59.2 55.6
Research and development 8.2 11.3
Amortization of intangible assets 6.3 6.9
Total operating expenses 73.7 73.9
Total other loss, net 62 ) @45)
Net loss 2.7 ) (65)

Overview

Asure is a leading global provider of cloud-based software-as-a-service (‘‘SaaS”) time and labor management and Agile
Workplace management solutions that enable companies of all sizes and complexities to operate more efficiently and
proactively manage costs associated with their most expensive assets: real estate, labor and technology.

We currently offer two main product lines, AsureSpace™ and AsureForce®. Our AsureSpace™ Agile

Workplace management solutions enable organizations to manage their office environments and optimize real estate
utilization. Our AsureForce® time and labor management solutions help organizations optimize labor and labor
administration costs and activities. With our acquisitions of Mangrove Employer Services, Inc. and the assets of
Mangrove COBRAsource Inc. in March 2016, we have entered into the human resource management, payroll
processing and benefits administration services businesses, which we are integrating into our existing AsureForce®
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product line. For both product lines, support and professional services are other key elements of our software and
services business. As an extension of our perpetual software product offerings, Asure offers our customers
maintenance and support contracts that provide ready access to qualified support staff, software patches and upgrades
to our software products. We also provide installation of and training on our products, add-on software customization
and other professional services on a global scale.

We target our sales and marketing efforts to a wide range of audiences, from small and medium-sized businesses to
Fortune 500 companies and divisions of enterprise organizations throughout the United States, Europe and
Asia/Pacific. We generate sales of our solutions through our direct sales teams and indirectly through our channel
partners. We are expanding our investment in our direct sales teams to continue to address our market opportunity.

11
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In March 2014, we entered into a Credit Agreement and Guaranty and Security Agreement with Wells Fargo Bank,
National Association. We amended the Credit Agreement again in March 2016 coincident with the acquisition of
Mangrove Employer Services, Inc. of Tampa, Florida (“Mangrove”). Under this amendment, we expanded our overall
credit facility by $12.5 million to $29.2 million. This includes a $26.2 million term facility which is due March 21,
2019 and a $3.0 million revolving credit facility. The latest amendment also changes the applicable margin rates for
determining the interest rate payable on the loan. The amendment also amended our leverage ratio requirements under
the Credit Agreement. We have now agreed to a leverage ratio not to exceed 5.00:1 at March 31, 2016, stepping
down to 2.25:1 at December 31, 2018. See Note 6- Notes Payable in the accompanying financial statements for more
information.

In March 2016, we acquired all of the outstanding shares of common stock of Mangrove, a human resource
management and payroll processing company. The aggregate consideration for the stock consisted of (i) $11.3 million
in cash, a portion of which was used to pay certain obligations of Mangrove and (ii) a secured subordinated
promissory note (the “Mangrove Note”) in the principal amount of $6.0 million, subject to adjustment. We funded the
cash payment with proceeds from our credit agreement with Wells Fargo. The Mangrove Note bears interest at an
annual rate of 3.50% and matures in March, 2018, with the first installment of principal due in March, 2017 and the
second installment of principal due in March, 2018.

In March 2016, we also acquired substantially all the assets of Mangrove COBRAsource Inc., a benefits
administration services business. The aggregate consideration for the assets was $1.0 million.

See Note 4- Acquisitions in the accompanying financial statements for more information about the stock and asset
acquisitions in 2016.

In December 2016, we completed an underwritten public offering of 1,949,250 shares of common stock at the public
offering price of $8.00 per share, which includes 254,250 shares sold pursuant to the underwriters’ full exercise of their
over-allotment option. Our net proceeds, after deducting the underwriting discounts and commissions and other
estimated offering expenses, were approximately $14.4 million. We intend to use the net proceeds received from the
offering for general corporate purposes. We may also use a portion of the net proceeds to acquire or invest in
complementary businesses, assets or technologies. We used a portion of the proceeds to reduce approximately $3
million of our secured subordinated indebtedness payable in connection with the 2016 acquisition of Mangrove and
for the three acquisitions we closed in January 2017.

In January 2017, we acquired all of the outstanding shares of common stock of Personnel Management Systems, Inc.,
a leading provider of outsourced HR solution. The aggregate consideration for the stock consisted of (i) $3.875
million in cash and (ii) a subordinated promissory note (the “PMSI Note”) in the principal amount of $1.125 million,
subject to adjustment. We funded the cash payment with proceeds from our recent public stock offering. The PMSI
Note bears interest at an annual rate of 2.0% and matures on April 30, 2018.

In January 2017, we acquired substantially all the assets of Corporate Payroll, Inc., relating to its payroll service
bureau business. The aggregate consideration for the assets consisted of (i) $1.5 million in cash, (ii) a subordinated
promissory note (the “CPI Note”) in the principal amount of $500,000 and (iii) 112,166 shares of our common stock
valued at $1.0 million, subject to adjustment.t. We funded the cash payment with proceeds from our recent public
stock offering. The CPI Note bears no interest and matures on April 30, 2018.

In January 2017, we acquired substantially all the assets of Payroll Specialties NW, Inc., a leading provider of payroll
services. The aggregate consideration for the assets consisted of (i) $3.010 million in cash and (ii) a subordinated
promissory note (the “PSN'W Note”) in the principal amount of $600,000, subject to adjustment. We funded the cash
payment with proceeds from our recent public stock offering. The PSNW Note bears interest at an annual rate of 2.0%
and matures on April 30, 2018.
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See Note 14- Subsequent Events in the accompanying financial statements for more information about the acquisitions
completed in January 2017.

Under the continued guidance and direction of our directors and Chief Executive Officer, Asure will continue to
implement its corporate strategy for growing its software and services business. However, uncertainties and
challenges remain and there can be no assurances that Asure can successfully integrate acquired business operations,
grow its revenues or achieve profitability and positive cash flows during calendar year 2017.

12
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Revenue

Our revenue was derived from the following sources (in thousands):

Increase
Revenue 2016 2015 (Decrease) %
Cloud revenue $20,606 $13,628 $ 6,978 51.2
Hardware revenue 3,795 3,300 495 15.0
Maintenance and support revenue 4,566 6,054 (1,488 ) (24.6)
On premise software license revenue 2,218 856 1,362 159.1
Professional services revenue 4,357 3,068 1,289 42.0
Total revenue $35,542 $26,906 $ 8,636 32.1

Revenue represents our consolidated revenues, including sales of our scheduling software, time and attendance and
human resource software, complementary hardware devices to enhance our software products, software maintenance
and support services, installation and training services and other professional services.

Our product offerings are categorized into AsureSpace™ and AsureForce®. AsureSpace™ offers workplace management
solutions that enable organizations to manage their office environments and optimize real estate utilization, and
AsureForce® offers time and labor management solutions which help organizations optimize labor and labor
administration costs and activities. Both product groupings include cloud revenue, hardware revenue, maintenance

and support revenue, on premise software license revenue and professional services revenue. AsureSpace™ revenues
include PeopleCube, Meeting Room Manager and Roomtag revenues. AsureForce® revenues include ADI, Legiant,
iEmployee, FotoPunch and Mangrove revenues.

Our total revenue in 2016 was $35,542 as compared to $26,906 in 2015. Total revenue represents our consolidated
revenue, including sales of our scheduling software, time and attendance and human resource software,
complementary hardware devices to enhance our software products, software maintenance and support services,
installation and training services and other professional services.

Total revenue increased by $8,636, or 32.1%, in 2016 as compared to 2015. Cloud revenue comprised the majority of
the increase with an increase of $6,978, or 51.2%. This increase was primarily due to the acquisition of Mangrove in
March 2016, resulting in $5,806 of cloud revenue in 2016. On premise software license revenue, professional services
revenue and hardware revenue all increased, offset by a decrease in maintenance and support revenue.

AsureForce® revenue was $18,307, an increase of $7,414, or 68.1%, from the $10,893 recorded for 2015. This
increase was primarily due to the acquisition of Mangrove in March 2016, resulting in $5,806 of revenue in 2016.
Cloud, on premise software license, hardware and professional services revenues increased, with the largest increase
in cloud revenue of $6,149, or 98.1%. On premise software license revenue increased $879, or 134.1%, hardware
revenue increased $582, or 44.4%, and professional services revenue increased $410, or 59.9%, over 2015. These
increases were offset by a decrease in maintenance and support revenue of $606, or 30.7%, as compared to 2015
mainly due to timing and size of contracts and renewals and our continued emphasis on transitioning from on premise
to on demand, cloud based services.

AsureSpace™ revenue was $17,235 in 2016, an increase of $1,222 or 7.6%, from the $16,013 recorded in 2015.
AsureSpace™ cloud, professional services and on premise software license revenues increased, offset by decreases in
hardware and maintenance and support revenues. Cloud revenue increased $829, or 11.3%, professional services
revenue increased $878, or 36.9%, and on premise software license revenue increased $483, or 240.6 % over 2015.
These increases were offset by decreases in hardware and maintenance and support revenues of $87, or 4.4%, and
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$881, or 21.6%, respectively, primarily caused by the movement of customers from on premise to on demand, cloud
based solutions.

Total cloud revenue increased $6,978, or 51.2%, over 2015. AsureForce® cloud revenue increased $6,149, or 98.1%,
as compared to 2015. In AsureForce®, the acquisition of Mangrove in March 2016 contributed $5,806 to cloud
revenue. Asure Force Time revenue increased $452, or 12.0%, offset by a decreases in iEmployee revenues of $109,
or 4.4%, as compared to 2015. The decrease was due to turning our focus away from the iEmployee software product
and focusing resources on the newer technology in the software subscription solutions. AsureSpace™ cloud revenue
increased $829,000, or 11.3%. In AsureSpace™, the majority of the increase is comprised of a $1,091, or 30.1%,
increase in Resource Scheduler revenue, offset by decreases in Meeting Room Manager and Meeting Maker revenue,
as compared to 2015. Overall, we attribute our cloud revenue increases to the acquisition of Mangrove in 2016 as well
as a combination of new sales offset by the accretive nature of recurring cloud revenue.

During 2016, hardware revenue increased by $495, or 15.0%, over 2015. AsureForce® hardware revenue increased
$582, or 44.4%, over 2015, primarily as a result of Mangrove hardware revenues of $515 in 2016, as well as an
increase in AsureForce Time (AFT) revenue of $81, or 7.0%. This increase was offset by a decrease in AsureSpace™
hardware revenue of $87, or 4.4%, over 2015.
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Maintenance and support revenue decreased $1.5 million, or 24.6%, over 2015. Maintenance and support revenue was
$4.6 million in 2016 as compared to $6.1 million in 2015. AsureForce® maintenance and support revenue decreased
$606, or 30.7%, over 2015 primarily due to a decrease in AsureForce Time revenue of $595, or 30.5%, as compared to
2015. AsureSpace™, maintenance and support revenue decreased $881, or 21.6%, over 2015 primarily due to decreases
in Meeting Room Manager and Resource Scheduler maintenance and support revenue of $300, or 15.2%, and $509, or
38.7%, respectively. These decreases are primarily caused by movements of clients from on premise to on demand,
cloud-based solutions.

On premise software license revenues increased $1.4 million, or 159.1%, as compared to 2015. AsureForce® on
premise software license revenues increased $879, or 134.1% from 2015 due to increases in AsureForce Time of
$488, or 74.5%, and GeoPunch (FotoPunch) on premise software license revenue of $300 as compared to zero in
2015. AsureSpace™ on premise software license revenues increased $483, or 240.6% from 2015 primarily due to an
increase in Resource Scheduler on premise software license revenue of $476, or 596.1%, over 2015.

Professional services revenue increased $1.3 million, or 42.0%, over 2015. AsureForce® professional services
revenue increased $410, or 59.9%, over 2015, primarily due to Mangrove revenues of $516 in 2016. AsureSpace™
professional services revenue increased $878, or 36.9%, over 2015, primarily due to an increase in Resource
Scheduler professional services revenue of $850, or 72.7%.

Although our total customer base is widely spread across industries, our sales are concentrated in certain industry
sectors, including corporate, education, healthcare, government, legal and non-profit. We continue to target small and
medium sized businesses and divisions of larger enterprises in these same industries as prospective

customers. Geographically, we sell our products worldwide, but sales are largely concentrated in the United States,
Canada and Europe. Additionally, we have a distribution partner in Australia. As the overall workforce management
solutions market continues to experience significant growth related to SaaS products, we will continue to focus on
sales of Meeting Room Manager, On Demand, PeopleCube and ADI SaaS products.

In addition to continuing to develop our workforce and Agile Workplace management solutions and release new
software updates and enhancements, we continue to actively explore other opportunities to acquire additional products
or technologies to complement our current software and services. Through acquisitions in 2011 of ADI and Legiant,
we expanded our cloud computing time and attendance software and management services business. The 2012
acquisition of PeopleCube gave us a product line that includes software to assist customers in driving integrated
facility management of offices, conference rooms, video conferencing, events and training, alternative workspaces and
lobby use. The 2014 acquisitions of FotoPunch and Roomtag support our vision to deliver innovative cloud-based
Agile Workplace technologies. Our March 2016 acquisitions from Mangrove enable us to enter into the human
resource management, payroll processing and benefits administration services businesses, which we are integrating
into our existing AsureForce® product line. Our acquisitions in 2017 increased our human resources consulting
expertise and added outsourced human resources department offerings to our clients.

Gross Margin

Consolidated gross margin was $27.4 million in 2016 and $19.6 million in 2015, an increase of $7.9 million, or
40.2%. Gross margin as a percentage of revenues was 77.2% for 2016 and 72.7% for 2015. We attribute the increase
in gross margin to a shift in the mix of our revenue between our higher margin and lower margin product lines.

Consolidated cost of sales increased $777, or 10.6%, from 2015. Our cost of sales relates primarily to direct product
costs, compensation and related consulting expenses, hardware expenses, facilities and related expenses and the
amortization of our purchased software development costs. These expenses represented approximately 93% of the
total cost of sales for 2016 and 95% for 2015. These expenses increased by approximately $603,000, or 8.7%, over
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2015. This increase is comprised of increases in salary and benefits expense of $800,000, or 25.5%, offset by a
decrease in facilities related expenses of $152,000, or 51.9%, over 2015. We include intangible amortization related to
developed and acquired technology within cost of sales.

Selling, General and Administrative Expenses

Selling, general and administrative (“SG&A”) expenses were $21.0 million in 2016 and $15.0 million in 2015, an
increase of $6.0 million, or 40.0%. SG&A expenses as a percentage of revenues were 59.2% and 55.6% for 2016 and
2015, respectively.

General and administrative expenses increased $5.9 million, or 76.6%, and sales and marketing expenses decreased
$836, or 11.5%, over 2015. General and administrative expenses increased due to integration expenses related to the
acquisition of Mangrove in the first quarter of 2016. Sales and marketing expenses decreased as a result of higher
expenses in 2015. In 2015, we reorganized our sales team to increase our focus on larger deals in the enterprise and
global markets, resulting in higher headcount and increased selling expenses.

We may incur significant additional legal expenses and/or professional services-related expenses in the future if we
pursue further acquisitions of products or businesses, even if we ultimately do not consummate any acquisition.
14
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Research and Development Expenses

Research and development (“R&D”) expenses were $2.9 million in 2016 and $3.1 million in 2015, a decrease of
$156,000 or 5.1%. R&D expenses as a percentage of revenues were 8.2% and 11.3% for 2016 and 2015, respectively.

The $156,000 decrease is primarily due to a decline in professional and consulting fees as well as facilities, overhead
and depreciation expenses as compared to 2015.

We continued to invest heavily in 2016 to develop the solutions and technologies required to support our themes of
Mobility, User Experience and Integration. These core tenets of 2016 ultimately serve our vision of helping
customers build companies of the future. By expanding our investment into core technologies such as SaaS, mobile
and platform integration, we have improved our competency and depth of product features. Additionally, working
with strategic third parties has provided us the opportunity to co-innovate with our global customers, further
establishing Asure as the core People Success Platform driving the Workplace of the future.

In line with the themes noted above, our SaaS solutions were updated with a new mobile-first web experience,
including contemporary branding and coloring in line with our corporate initiatives, and utilizing the latest responsive
UI software libraries to easily adapt to the variety of devices utilized in today’s mobile workforce. This does not take
away from our investment in our existing native mobile applications, but rather expands it by providing more
accessibility options, allowing mobile-specific solutions to be deployed in those scenarios that require technologies
only available on the phone.

Our AsureSpace solution saw continued focus on collaboration and web services, including a new option to integrate
with the WebEx productivity suite. Combined with our enhanced Cisco TMS integration, this new option helps
corporate IT by simplifying the desktop deployment requirements on organizations that have invested in Microsoft
Exchange and Cisco infrastructures, while improving the end user experience by having only “one place to click” for all
of their meeting needs. This feature, plus numerous other features, enhances the position of our single-source

platform in the market.

Our AsureHCM suite, acquired as part of the Mangrove purchase in March 2016, has fully met the posted objectives
of 2016, including the aforementioned user experience update. Key objectives outside of UX included enhancement
of ACA and Cobra/Benefits modules, as well as integration with Asure’s existing Time and Labor Management
(TLM). Asure has also invested in the infrastructure of the platform, with performance and scalability initiatives that
will ultimately lead to a migration to Amazon AWS targeted for Q1 of 2017.

Our Time and Labor Management solution, AsureForce Time, continued to expand features in both its industry
leading facial recognition and core labor and compliance areas, including Payroll Based Journal (PBJ) reporting. Full
integration with our AsureHCM platform allows customers utilizing both products to experience single sign-on (SSO)
and a unified user experience, all while enjoying the convenience and elimination of duplicate entry that comes with
having a single payroll and TLM solution.

We anticipate continuing to invest in research and development in 2017, stimulated by our 2016 success and market
opportunities to cross sell and scale the business. This investment will expand the integration and analytics across our
unified platform.

Amortization of Intangible Assets

Amortization expenses in 2016 were $2.3 million, an increase of $387,000, or 20.7%, as compared to $1.9 million in

2015. Amortization expenses as a percentage of revenues were 6.3% and 6.9% for 2016 and 2015, respectively. This
decrease is due to some of our intangible assets becoming fully amortized.
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Other Income and Loss

Other Loss was $2.0 million for the year ended 2016 as compared to $1.2 million in the year ended 2015. Other Loss
in 2016 and 2015 was primarily comprised of interest expense.

Income Taxes

At December 31, 2016, we had federal net operating loss carryforwards of approximately $115.7 million, Federal
R&D credit carryforwards of approximately $5.1 million and alternative minimum tax credit carryforwards of
approximately $161,000. The net operating loss and Federal R&D credit carryforwards will expire in varying amounts
from 2018 through 2036, if not utilized. Minimum tax credit carryforwards carry forward indefinitely.
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Income tax expense decreased from $219,000 in 2015 to $189,000 in 2016, a $30,000, or 13.7%, decrease. These
figures represent an effective tax rate of 24.1% and 14.2% in 2016 and 2015, respectively. Income tax expense is
primarily due to deferred taxes on the amortization of goodwill for tax purposes and the results of foreign operations.

As a result of our various acquisitions in prior years, utilization of the net operating losses and credit carryforwards
may be subject to a substantial annual limitation due to the “change in ownership” provisions of the Internal Revenue
Code of 1986. The annual limitation may result in the expiration of net operating losses before utilization.

Due to the uncertainty surrounding the timing of realizing the benefits of our favorable tax attributes in future tax
returns, we have placed a valuation allowance against our net deferred tax asset, exclusive of goodwill. During 2016,
we decreased the valuation allowance by approximately $1.5 million due primarily to operations, including expiration
of tax carryforwards. Approximately $8.3 million of the valuation allowance relates to tax benefits for stock option
deductions included in our net operating loss carryforward which we will allocate, if and when realized, directly to
contributed capital to the extent the benefits exceed amounts attributable to book deferred compensation expense.

We consider the undistributed earnings of our foreign subsidiaries permanently reinvested and, accordingly, we have
not provided for U.S. federal or state income taxes thereon.

Net Income (Loss)

Net loss was $972,000 in 2016. Net loss was $1.8 million in 2015. The decrease in net loss was $785, or 44.7%. Net
loss as a percentage of total revenues was 2.7% and 6.5% in 2016 and 2015, respectively.

LIQUIDITY AND CAPITAL RESOURCES (Amounts in thousands)

At and for the year
ended

December 31,
2016 2015
(in thousands)

Working capital (deficit) $4,207  $(8,067)
Cash, cash equivalents and short-term investments 12,767 1,158
Cash (used in) provided by operating activities (2,012 ) 3,355
Cash used in investing activities (18,775) (1,388)
Cash provided by (used in) financing activities 32,299 (1,143)

Working Capital. We had working capital of $4.2 million at December 31, 2016, an increase of $12.3 million from
the $8.1 million deficit at December 31, 2015. We attribute the increase in our working capital primarily to an
increase in cash and cash equivalents of $11.6 million as a result of our public stock offering which closed in
December 2016. Accounts receivable also increased $3.6 million due to an increase in revenue, offset by an increase
in short term notes payable of $4.5 million. Working capital at December 31, 2016 includes $9.3 million of short term
deferred revenue, a decrease from short term deferred revenue of $10.8 million at December 31, 2015. Deferred
revenue is an obligation to perform future services. We expect that deferred revenue will convert to future revenue as
we perform our services, but this does not represent future payments. Deferred revenue can vary based on seasonality,
expiration of initial multi-year contracts and deals that are billed after implementation rather than in advance of
service delivery.
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Operating Activities. Cash used in operating activities was $2.0 million in 2016 as compared to cash provided by
operating activities of $3.4 million in 2015. The $2.0 million of cash used in operating activities during 2016 was
primarily driven by net income (after adjustment for non-cash items) of $3.2 million and an increase in other liabilities
of $466, offset by an increase in accounts receivable of $3.4 million, and decreases in deferred revenue and accounts
payable of $1.7 million and $1.1 million, respectively. The $3.4 million of cash provided by operating activities
during 2015 was primarily driven by net income (after adjustment for non-cash items) of $1.8 million as well as the
growth in deferred revenue of $635,000, and an increase in accounts payable of $1.1 million, offset by an increase in
inventory of $615,000.

Investing Activities. Cash used in investing activities during 2016 was $18.8 million. The cash used in investing
activities in 2016 was primarily comprised of the acquisition of Mangrove in the first quarter of 2016 of $12.0 million
and the net change in funds held for clients of $6.6 million. Cash used in investing activities during 2015 was $1.4
million. The cash used in investing activities in 2015 was primarily comprised of purchases of $1.4 million of
property and equipment.

Financing Activities. Cash provided by financing activities during 2016 was $32.3 million. We borrowed $18.4
million, offset by note payable payments of $7.2 million. Our stock issuances through our public stock offering and
other stock issuances yielded $15.2 million in proceeds. Cash used in financing activities during 2015 was $1.1
million. We borrowed $5.3 million, offset by note payable payments of $6.8 million, including payoff of the Roomtag
acquisition note of $722,000 (see Note 6 — Notes Payable of the accompanying financial statements)
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Sources of Liquidity. As of December 31, 2016, Asure’s principal sources of liquidity consisted of approximately
$12.8 million of cash and cash equivalents, future cash generated from operations, and $3.0 million available for
borrowing under our Wells Fargo revolver. We believe that we have and/or will generate sufficient cash for our short-
and long-term needs. Based on current internal projections, we believe that we have and/or will generate sufficient
cash for our operational needs, including any required debt payments, for at least the next twelve months. We
currently project that we can generate positive cash flows from our operating activities for at least the next twelve
months.

Our management team is focused on growing our existing software operations and is also seeking additional strategic
acquisitions for the near future. At present, we plan to fund any future acquisition with equity, existing cash and cash
equivalents cash generated from future operations and/or cash or debt raised from outside sources.

Shelf Registration

On June 29, 2016, we filed a shelf registration statement on Form S-3 with the Securities and Exchange Commission
(“SEC”) to sell from time to time up to $30 million of our common stock, preferred stock, warrants, debt securities,
subscription rights and units. On July 8, 2016, the shelf registration statement was declared effective by the SEC.
Under this shelf registration statement, in December 2016 we completed an underwritten public offering of 1,949,250
shares of common stock at the public offering price of $8.00 per share, which includes 254,250 shares sold pursuant to
the underwriters’ full exercise of their over-allotment option. We received of approximately $14.4 million, after
deducting the underwriting discounts and commissions and other estimated offering expenses.

On February 15, 2017, we filed a shelf registration statement on Form S-3 with the SEC. This shelf registration
statement, when declared effective by the SEC, will give us the ability to offer and sell, from time to time, in one or
more offerings, up to $75,000,000 of our common stock, preferred stock, warrants, debt securities, subscription rights,
and units. These securities may not be sold nor may offers to buy be accepted prior to the time the registration
statement becomes effective.

These registration statements are intended to provide us with flexibility to access the public capital markets in order to
pursue our growth strategies.

Credit Agreement

In March 2014, we entered into a credit agreement (the “Credit Agreement”) with Wells Fargo Bank, N.A., as
administrative agent, and the lenders that are party thereto. The Credit Agreement contains customary events of
default, including, among others, payment defaults, covenant defaults, judgment defaults, bankruptcy and insolvency
events, cross defaults to certain indebtedness, incorrect representations or warranties, and change of control. In some
cases, the defaults are subject to customary notice and grace period provisions. In March 2014 and in connection with
the Credit Agreement, we and our wholly-owned active subsidiaries entered into a Guaranty and Security Agreement
with Wells Fargo Bank. Under the Guaranty and Security Agreement, we and each of our wholly-owned active
subsidiaries have guaranteed all obligations under the Credit Agreement and granted a security interest in substantially
all of our and our subsidiaries’ assets.

The Credit Agreement provided for a term loan in the amount of $15.0 million maturing in March 2019. We used the
proceeds of the term loan to finance the repayment of all amounts outstanding under our loan agreement with

Deerpath and the payment of certain fees, cost and expenses related to the Credit Agreement.

The Credit Agreement also provided for a revolving loan commitment in the aggregate amount of up to $3.0 million.
The outstanding principal amount of the revolving loan is due and payable in March 2019. As of December 31, 2016,
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$0 was outstanding and $3.0 million was available for borrowing under the revolver.

Additionally, the Credit Agreement provided for a $10.0 million uncommitted incremental term loan facility to
support permitted acquisitions.

Under the Credit Agreement, we were required to maintain a fixed charge coverage ratio of not less than 1.5 to 1.0
beginning with the quarter ended June 30, 2014 and each calendar quarter thereafter, and a leverage ratio of not
greater than 3.5 to 1.0 beginning with the quarter ended June 30, 2014 with the levels stepping down thereafter. We
amended the Credit Agreement in August 2014, March 2015 and November 2015. The August 2014 amendment
revised the leverage ratio beginning with the quarter ended September 30, 2014 to a leverage ratio of not greater than
3.6 to 1.0 with the levels stepping down thereafter. The March 2015 amendment authorized us to optionally prepay,
subject to specified conditions, the Subordinated Note Payable to Roomtag and revised the leverage ratio beginning
with the quarter ended March 31, 2015 to a leverage ratio of not greater than 3.5 to 1.0 with the levels stepping down
thereafter. The November 2015 amendment increased the applicable margin relative to the LIBOR rate upon which
we compute the interest payable. We agreed that if our leverage ratio is (a) less than or equal to 2.25:1, (b) greater
than 2.25:1 but less than or equal to 2.75:1, (c) greater than 2.75:1 but less than or equal to 3.25:1 or (d) greater than
3.25:1, the applicable margin relative to the LIBOR rate would be 3.00, 3.50, 4.00 or 4.50 percentage points,
respectively. We further agreed that until the leverage ratio testing period ending September 30, 2016, we will pay
interest based on the 4.50 percentage point margin level.
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In March 2016, we amended the Credit Agreement. Under this amendment, we expanded the Credit Agreement by
$12.5 million to $29.2 million. The amendment changes the applicable margin rates for determining the interest rate

payable on the loan as follows:

Base LIBOR

Total Leverage Ratio Rate Rate
Margin  Margin
<2.75:1 350 % 450 %
>2.75:1but<3.25:1 400 % 500 %
>3.25:1 450 % 550 %

The March 2016 amendment also amended our leverage ratio requirement to a leverage ratio not to exceed 5.00:1 at
March 31, 2016, stepping down to 2.25:1 at December 31, 2018.

In March 2017, we amended the Credit Agreement to, among other things, obtain an additional term loan in the
amount of $5,000,000. Upon disbursement of the additional term loan, the aggregate principal amount outstanding
under our terms loans will be approximately $29,714,453. The aggregate outstanding principal amount of the term
loans is payable as follows:

* $742,861.33 on June 30, 2017 and the last day of each fiscal quarter thereafter.

We will use the proceeds of the additional term loan to repay a portion of all amounts outstanding under the secured
subsordinated note we issued in connection with the Mangrove acquisition. In the March 2017 amendment, in
accordance with the terms of the Credit Agreement, Wells Fargo has consented to such early repayment of the
Mangrove note, subject to the condition, among others, that the repayment of the Mangrove note will not exceed
$5,879,000.

The March 2017 amendment also amends our fixed charge coverage ratio and leverage ratio. We have now agreed to:

 afixed charge coverage ratio of not less than 1.25 to 1.0 beginning with the quarter ending March 31, 2017 and each
calendar quarter thereafter up to December 31, 2017, and not less than 1.5 to :1.0 beginning with the quarter ending
March 31, 2018 and each calendar quarter thereafter up to December 31, 2018, and

* aleverage ratio of not greater than 4.25 to 1.0 beginning with the quarter ending March 31, 2017, stepping down to
3.0 to 1.0 at March 31, 2018.

The Credit Agreement contains customary affirmative and negative covenants, including, among others, limitations
with respect to debt, liens, fundamental changes, sale of assets, prepayment of debt, investments, dividends and
transactions with affiliates.

As of December 31, 2016, we were in compliance with all covenants and all payments remain current. We expect to
be in compliance or be able to obtain compliance through debt repayments with available cash on hand or as we

expect to generate from the ordinary course of operations over the next twelve months.

See Note 6 - Notes Payable in the accompanying financial statements for more information about the Credit
Agreement and Guaranty and Security Agreement.

We cannot assure that we can grow our cash balances or limit our cash consumption and thus maintain sufficient cash
balances for our planned operations or future acquisitions. Future business demands may lead to cash utilization at
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levels greater than recently experienced. We may need to raise additional capital in the future. However, we cannot
assure that we will be able to raise additional capital on acceptable terms, or at all. Subject to the foregoing,
management believes that we have sufficient capital and liquidity to fund and cultivate the growth of our current and
future operations for at least the next twelve months and to maintain compliance with the terms of our debt
agreements and related covenants or to obtain compliance through debt repayments made with our available cash on
hand or anticipated for receipt in the ordinary course of operations.

CRITICAL ACCOUNTING POLICIES

We have prepared our consolidated financial statements in accordance with U.S. generally accepted accounting
principles and included the accounts of Asure’s wholly owned subsidiaries. We have eliminated all significant
intercompany transactions and balances in the consolidation. Preparation of the consolidated financial statements in
conformity with U.S. generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of the assets and liabilities, the disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. These estimates are subjective in nature and involve judgments that affect the reported amounts of
assets and liabilities, the disclosure of contingent assets and liabilities at fiscal year end and the reported amounts of
revenues and expenses during the fiscal year. The more significant estimates made by management include the
valuation allowance for our gross deferred tax asset, lease impairment, useful lives of fixed assets, the determination
of the fair value of our long-lived assets and the fair value of assets acquired and liabilities assumed during
acquisitions. We base our estimates on historical experience and on various other assumptions that management
believes are reasonable under the given circumstances. These estimates could be materially different under different
conditions and assumptions. Additionally, the actual amounts could differ from the estimates made. Management
periodically evaluates estimates used in the preparation of our financial statements for continued reasonableness. We
prospectively apply appropriate adjustments, if any, to our estimates based upon our periodic evaluation.

We believe the following are our critical accounting policies:
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Revenue Recognition

Our revenues consist of software-as-a-service (““SaaS”) offerings, time-based software subscriptions, and perpetual
software license sale arrangements that also, typically, include hardware, maintenance/support and professional
services elements. We recognize revenue when persuasive evidence of an arrangement exists, delivery has occurred,
the fee is fixed or determinable and collectability is probable. Software and software-related elements are recognized
in accordance with Accounting Standards Codification (“ASC”) 985-605 Software Revenue

Recognition. Non-software revenue elements are recognized in accordance with ASC 605-25 Revenue Recognition
Multiple-Element Arrangements. Since we currently offer our software solutions under either a perpetual license,
time-based subscription or SaaS model, revenue recognition timing varies based on which form of software rights the
customer purchases.

SaaS arrangements and time-based software subscriptions typically have an initial term ranging from one to three
years and are renewable on an annual basis. A typical SaaS arrangement will also include hardware, setup and
implementation services. We allocate the value of the SaaS arrangement to each separate unit of accounting based on
vendor-specific objective evidence (“VSOE”) of selling price, when it exists, third-party evidence of selling price for
like services or best estimated selling price. Revenue allocated to the SaaS/software subscription element is
recognized ratably over the non-cancellable term of the SaaS/subscription service. Revenue allocated to other units of
accounting included in the arrangement is recognized as outlined in the paragraphs below.

We typically sell perpetual software licenses in multiple-element arrangements that include hardware,
maintenance/support and professional services. Software license revenues, determined under the residual method, are
generally recognized on the date we deliver the product to the customer if VSOE of fair value exists for all
undelivered elements of the software arrangement. If VSOE of fair value does not exist for an undelivered element,
we defer the entire software arrangement and recognize it ratably, over the remaining non-cancellable maintenance
term, after we have delivered all other undelivered elements. We base VSOE of fair value for our maintenance,
training and installation services on the prices charged for these services when sold separately. We recognize revenue
allocated to hardware, maintenance and services elements included in the arrangement as outlined below.

Hardware devices sold to customers (typically time clock, LCD panel and other peripheral devices) are not essential to
the functionality of the software and as such are treated as non-software elements for revenue recognition

purposes. WE recognize hardware revenue when title passes to the customer, typically the date we ship the

hardware. If we sell hardware under a hardware-as-a-service (‘“HaaS”) arrangement, title to the hardware remains with
Asure and we recognize hardware usage revenue ratably over the non-cancellable term of the hardware service
delivery, typically one year.

Our professional services offerings which typically include data migration, set up, training, and implementation
services are also not essential to the functionality of our products, as third parties or customers themselves can
perform these services. Set up and implementation services typically occur at the start of the software arrangement
while certain other professional services, depending on the nature of the services and customer requirements, may
occur several months later. We can reasonably estimate professional services performed for a fixed fee and recognize
them on a proportional performance basis. We recognize revenue for professional services engagements billed on a
time and materials basis as we deliver the services. We recognize revenues on all other professional services
engagements upon the earlier of the completion of the services deliverable or the expiration of the customer’s right to
receive the service.

We recognize maintenance/support revenues ratably over the non-cancellable term of the support agreement. Initial
maintenance/support terms are typically one to three years and are renewable on an annual basis.
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We do not recognize revenue for agreements with rights of return, refundable fees, cancellation rights or substantive
acceptance clauses until these return, refund or cancellation rights have expired or acceptance has occurred. Our
arrangements with resellers do not allow for any rights of return.

Deferred revenue includes amounts received from customers in excess of revenue we recognize, and is comprised of
deferred maintenance, service and other revenue. We recognize deferred revenues when we complete the service and
over the terms of the arrangements, primarily ranging from one to three years.
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Intangible Assets and Goodwill

We record the assets acquired and liabilities assumed in business combinations at their respective fair values at the
date of acquisition, with any excess purchase price recorded as goodwill. Valuation of intangible assets and in-process
research and development entails significant estimates and assumptions including, but not limited to, estimating future
cash flows from product sales, developing appropriate discount rates, estimating probability rates for the continuation
of customer relationships and renewal of customer contracts and approximating the useful lives of the intangible

assets acquired. U.S. generally accepted accounting principles (“GAAP”) require that we not amortize intangible assets
other than goodwill with an indefinite life until we determine their life as finite. We must amortize all other intangible
assets over their useful lives. We currently amortize our acquired intangible assets with definite lives over periods
ranging from one to nine years.

Impairment of Intangible Assets and Long-Lived Assets

In accordance with Financial Accounting Standards Board (“FASB”) ASC 350, we review and evaluate our long-lived
assets for impairment whenever events or changes in circumstances indicate that we may not recover their net book
value. When such factors and circumstances exist, including those noted above, we compare the assets’ carrying
amounts against the estimated undiscounted cash flows we expect to generate with those assets over their estimated
useful lives. If the carrying amounts are greater than the undiscounted cash flows, we estimate the fair values of those
assets by discounting the projected cash flows. We record any excess of the carrying amounts over the fair values as
impairments in that fiscal period. There has been no impairment of intangible assets and long-lived assets for the
periods presented.

Goodwill represents the excess of the purchase price in a business combination over the fair value of net tangible and
intangible assets acquired in a business combination. We test goodwill for impairment on an annual basis in the fourth
fiscal quarter of each year, and between annual tests if indicators of potential impairment exist, using a
fair-value-based approach. There has been no impairment of goodwill for the periods presented. See Notes 4 and 5 in
the accompanying financial statements for additional information regarding goodwill.

See Note 2 — Significant Account Policies in the accompanying financial statements for more information about Recent
Accounting Pronouncements.

ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are a smaller reporting company as defined by Rule 12b-2 under the Exchange Act and are not required to provide
the information required under this Item.

ITEM 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA

The financial statements and supplementary data required by this Item 8 are listed in Items 15(a)(1) and (2) of Part III
of this Report (Exhibits, Financial Statement Schedules).
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ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND
FINANCIAL DISCLOSURE

None.
ITEM 9A. CONTROLS AND PROCEDURES
Evaluation of Disclosure Control and Procedures

Based on an evaluation under the supervision and with the participation of our management, our principal executive
officer and principal financial officer have concluded that our disclosure controls and procedures as defined in Rules
13a-15(e) and 15d-15(e) under the Exchange Act were effective as of December 31, 2016 to provide reasonable
assurance that information required to be disclosed by us in reports that we file or submit under the Exchange Act is
(i) recorded, processed, summarized and reported within the time periods specified in the Securities and Exchange
Commission rules and forms and (ii) accumulated and communicated to our management, including our principal
executive officer and principal financial officer, as appropriate to allow timely decisions regarding required disclosure.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as
defined in Rule 13a-15(f) under the Exchange Act). Management conducted an evaluation of the effectiveness of our
internal control over financial reporting based on the criteria set forth in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (2013 Framework) (“COSO”).
Based on our assessment, management has concluded that our internal control over financial reporting was effective
as of December 31, 2016 to provide reasonable assurance regarding the reliability of financial reporting and the
preparation of financial statements in accordance with U.S. generally accepted accounting principles.

Management has excluded our wholly owned subsidiaries, Asure COBRASource, LLC and Mangrove Employer
Services (collectively referred to as “Mangrove”), from its assessment of internal control over financial reporting as of
December 31, 2016 because Mangrove was acquired by us in a business combination on March 18, 2016 which did
not allow management enough time to make a proper assessment. The total assets and total revenues of Mangrove
represent approximately 49.2% and 19.5 %, respectively, of the related consolidated financial statement amounts as of
and for the year ended December 31, 2016.

This annual report does not include an attestation report of our independent registered public accounting firm
regarding our internal control over financial reporting. Management’s report was not subject to attestation by our
independent registered public accounting firm pursuant to the rules of the Securities and Exchange Commission that
permit us to provide only management’s reporting in this annual report.

There were no changes in our internal control over financial reporting during the year ended December 31, 2016 that
have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
21
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PART III
ITEM 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT

The information required under this Item is incorporated by reference from our definitive proxy statement to be filed
relating to our 2017 annual meeting of shareholders.

ITEM 11. EXECUTIVE COMPENSATION

The information required under this Item is incorporated by reference from our definitive proxy statement to be filed
relating to our 2017 annual meeting of shareholders.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required under this Item is incorporated by reference from our definitive proxy statement to be filed
relating to our 2017 annual meeting of shareholders.

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR
INDEPENDENCE

The information required under this Item is incorporated by reference from our definitive proxy statement to be filed
relating to our 2017 annual meeting of shareholders.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required under this Item is incorporated by reference from our definitive proxy statement to be filed
relating to our 2017 annual meeting of shareholders.
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PART IV

ITEM 15. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a)Financial Statements and Financial Statements Schedules

(1) The following financial statements of the Company are filed as a part of this Report:

Report of Independent Registered Public Accounting Firm

Consolidated Financial Statements

Consolidated Balance Sheets as of December 31, 2016 and 2015

Consolidated Statements of Comprehensive Loss for the Years Ended December 31, 2016 and 2015
Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 2016 and 2015
Consolidated Statements of Cash Flows for the Years Ended December 31, 2016 and 2015

Notes to Consolidated Financial Statements

(2) Financial Statement Schedules:

All schedules for which provision is made in the applicable account regulation of the Securities and Exchange
Commission are either not required under the related instructions, are inapplicable or the required information is
included elsewhere in the Consolidated Financial Statements and incorporated herein by reference.

(b) Exhibits

The exhibits filed in response to Item 601 of Regulations S-K are listed in the Index to the Exhibits.
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Index To Financial Statements and Financial Statement Schedules (Item 15(a)(1) of Part IV)

Report of Independent Registered Public Accounting Firm F-1
Financial Statements:

Consolidated Balance Sheets as of December 31, 2016 and 2015 F-3
Consolidated Statements of Comprehensive Loss for the Years Ended December 31. 2016 and 2015 F-4
Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31. 2016 and 2015F - 5
F-6
F-7

Consolidated Statements of Cash Flows for the Years Ended December 31, 2016 and 2015
Notes to the Consolidated Financial Statements
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Audit Committee of the
Board of Directors and Shareholders
of Asure Software, Inc.

We have audited the accompanying consolidated balance sheet of Asure Software, Inc. (the “Company”) as of
December 31, 2016, and the related consolidated statements of comprehensive loss, changes in stockholders’ equity
and cash flows for the year then ended. These financial statements are the responsibility of the Company’s
management. Our responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit included consideration of internal control
over financial reporting as a basis for designing 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 over financial reporting.
Accordingly, we express no such opinion. An audit also includes examining, on a test basis, evidence supporting the
amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Asure Software, Inc., as of December 31, 2016, and the consolidated results of its operations and
its cash flows for the year then ended in conformity with accounting principles generally accepted in the United States
of America.

Marcum LLP
Irvine, California
March 20, 2017
F-1
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
The Board of Directors and Shareholders of Asure Software, Inc.

We have audited the accompanying consolidated balance sheet of Asure Software, Inc. as of December 31, 2015, and
the related consolidated statements of comprehensive loss, changes in stockholders’ equity, and cash flows for each of
the year then ended. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board (United
States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. We were not engaged to perform an audit of the Company’s
internal control over financial reporting. Our audit included consideration of internal control over financial reporting
as a basis for designing 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 over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements, assessing the accounting principles used and significant estimates made by
management, and evaluating the overall financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Asure Software, Inc. at December 31, 2015, and the consolidated results of its operations and its
cash flows for the year then ended, in conformity with U.S. generally accepted accounting principles.

/s/ Ernst & Young LLP

Austin, Texas
March 30, 201