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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

x  QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934
For the quarterly period ended March 31, 2016

OR

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

Commission file number: 001-34391

LOGMEIN, INC.

(Exact name of registrant as specified in its charter)
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Delaware 20-1515952
(State or other jurisdiction of (LLR.S. Employer
incorporation or organization) Identification No.)

320 Summer Street, Suite 100

Boston, Massachusetts 02210
(Address of principal executive offices) (Zip Code)
781-638-9050

(Registrant s telephone number, including area code)

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

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

90 days. Yes x No ~

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

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

Large accelerated filer x Accelerated filer

Non-accelerated filer = (Do not check if a smaller reporting company) Smaller reporting company
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

As of April 25, 2016, there were 24,997,869 shares of the registrant s Common Stock, par value $0.01 per share,
outstanding.
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Condensed Consolidated Balance Sheets

(In thousands)

ASSETS
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable (net of allowance for doubtful accounts of $274 and $272 as
of December 31, 2015 and March 31, 2016, respectively)
Prepaid expenses and other current assets

Total current assets
Property and equipment, net
Restricted cash

Intangibles, net

Goodwill

Other assets

Deferred tax assets

Total assets

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

Total current liabilities

Long-term debt

Deferred revenue, net of current portion
Deferred tax liabilities

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 10)

Preferred stock, $0.01 par value 5,000 shares authorized, O shares outstanding as
of December 31, 2015 and March 31, 2016

Equity:

Common stock, $0.01 par value - 75,000 shares authorized as of December 31,
2015 and March 31, 2016; 27,540 and 27,706 shares issued as of December 31,

Table of Contents

December 31,
2015

$ 123,143
85,284

16,011
11,997

236,435
21,711
2,467
71,590
117,545
5,753
198

$ 455,699

$ 10,327
31,674
134,297

176,298
60,000
2,692
5,812
3,086

247,888

275

March 31,
2016

$ 141,191
85,314

15,139
15,968

257,612
23,438
2,618
68,902
117,545
6,305
214

$ 476,634

$ 10911
30,282
162,874

204,067
52,500
2,386
5,860
5,321

270,134

277
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2015 and March 31, 2016, respectively; 25,130 and 25,132 outstanding as of
December 31, 2015 and March 31, 2016, respectively

Additional paid-in capital 276,793 284,394
Retained earnings 21,074 20,001
Accumulated other comprehensive loss (5,216) (4,690)
Treasury stock, at cost - 2,410 and 2,574 shares as of December 31, 2015 and

March 31, 2016, respectively (85,115) (93,482)
Total equity 207,811 206,500
Total liabilities and equity $ 455,699 $ 476,634

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

(In thousands, except per share data)

Three Months Ended March 31,

2015 2016
Revenue $ 61,109 $ 79,734
Cost of revenue 7,982 11,200
Gross profit 53,127 68,534
Operating expenses
Research and development 9,123 15,364
Sales and marketing 34,386 42,242
General and administrative 6,706 10,252
Legal settlements 3,600
Amortization of acquired intangibles 276 1,383
Total operating expenses 54,091 69,241
Loss from operations (964) (707)
Interest income 175 183
Interest expense 37) (392)
Other income (expense), net 1,261 404)
Income (loss) before income taxes 435 (1,320)
(Provision for) benefit from income taxes (63) 247
Net income (loss) $ 372 $ (1,073)
Net income (loss) per share:
Basic $ 0.02 $ (0.04)
Diluted $ 0.01 $ (0.04)
Weighted average shares outstanding:
Basic 24,627 25,152
Diluted 25,557 25,152

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

(In thousands)
Three Months Ended March 31,
2015 2016

Net income (loss) $ 372 $ (1,073)
Other comprehensive (loss) gain:

Net unrealized gains on marketable securities, (net of tax provision of $65 and $48

for the three months ended March 31, 2015 and 2016) 114 84
Net translation (losses) gains (1,532) 442
Total other comprehensive (loss) gain (1,418) 526
Comprehensive loss $ (1,046) $ (547)

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

Condensed Consolidated Statements of Cash Flows

(In thousands)
Three Months Ended March 31,
2015 2016

Cash flows from operating activities
Net income (loss) $ 372 $ (1,073)
Adjustments to reconcile net income (loss) to net cash provided by operating
activities:
Depreciation and amortization 2,877 5,444
Amortization of premium on investments 67 137
Change in fair value of contingent consideration liability 2 332
Amortization of debt issuance costs 23 70
Provision for bad debts 19 19
Stock-based compensation 4,853 8,592
Other, net 5 (12)
Changes in assets and liabilities:
Accounts receivable 5,031 1,053
Prepaid expenses and other current assets (8,691) (4,098)
Other assets 194 (85)
Accounts payable 3,843 1,712
Accrued liabilities 3,894 (2,498)
Deferred revenue 27,484 26,344
Other long-term liabilities 5 2,063
Net cash provided by operating activities 39,978 38,000
Cash flows from investing activities
Purchases of marketable securities (19,996) (13,784)
Proceeds from sale or disposal or maturity of marketable securities 20,000 13,750
Purchases of property and equipment (3,901) (4,376)
Intangible asset additions (1,018) (392)
Cash paid for acquisition (61)
Increase in restricted cash and deposits (50) (126)
Net cash used in investing activities (4,965) (4,989)
Cash flows from financing activities
Repayments of borrowings under credit facility (7,500)
Proceeds from issuance of common stock upon option exercises 8,850 1,125
Payments of withholding taxes in connection with restricted stock unit vesting (1,642) (2,115)
Payment of debt issuance costs (676) (265)
Payment of contingent consideration (226)
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Purchase of treasury stock
Net cash provided by (used in) financing activities
Effect of exchange rate changes on cash and cash equivalents

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

Cash and cash equivalents, end of period

Supplemental disclosure of cash flow information

Cash paid for interest

Cash paid (refunds received) for income taxes

Noncash investing and financing activities

Acquisition of property and equipment through capital leases

Purchases of property and equipment included in accounts payable and accrued
liabilities

Fair value of contingent consideration in connection with acquisition included in
accrued liabilities and other long term liabilities

Debt issuance costs included in accounts payable and accrued liabilities

See notes to condensed consolidated financial statements.
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LogMeln, Inc.
Notes to Condensed Consolidated Financial Statements
1. Nature of the Business

LogMeln, Inc. (the Company ) provides a portfolio of cloud-based service offerings which make it possible for people
and businesses to simply and securely connect to their workplace, colleagues and customers. The Company s product
line includes AppGuru , BoldCh#&, Cubby , join.ni&, LastPass®, LogMeln Pro®, LogMeIn® Central , LogMeln
Rescue®, LogMeIn® Rescue+Mobile , LogMeln Backup, LogMeln for i0OS, LogMeIn Hamachi®, Meldium , Xively
and RemotelyAnywhere®. The Company is headquartered in Boston, Massachusetts with wholly-owned subsidiaries
located in Australia, Bermuda, Brazil, Hungary, India, Ireland, Japan, The Netherlands and the United Kingdom.

2. Summary of Significant Accounting Policies

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

Unaudited Interim Condensed Consolidated Financial Statements 'The accompanying condensed consolidated
financial statements and the related interim information contained within the notes to the condensed consolidated
financial statements are unaudited and have been prepared in accordance with GAAP and applicable rules and
regulations of the Securities and Exchange Commission for interim financial information. Accordingly, they do not
include all of the information and notes required by GAAP for complete financial statements. The accompanying
unaudited condensed consolidated financial statements should be read along with the Company s audited financial
statements included in the Company s Annual Report on Form 10-K, filed with the Securities and Exchange
Commission on February 19, 2016. The unaudited interim condensed consolidated financial statements have been
prepared on the same basis as the audited financial statements and in the opinion of management, reflect all
adjustments, consisting of normal and recurring adjustments, necessary for the fair presentation of the Company s
financial position, results of operations and cash flows for the interim periods presented. The results for the interim
periods presented are not necessarily indicative of future results. The Company considers events or transactions that
occur after the balance sheet date but before the financial statements are issued to provide additional evidence relative
to certain estimates or to identify matters that require additional disclosure.

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

Marketable Securities The Company s marketable securities are classified as available-for-sale and are carried at fair
value with the unrealized gains and losses, net of tax, reported as a component of accumulated other comprehensive
loss in equity. Realized gains and losses and declines in value judged to be other than temporary are included as a
component of earnings based on the specific identification method. Fair value is determined based on quoted market
prices. At December 31, 2015 and March 31, 2016, marketable securities consisted of U.S. government agency
securities and corporate bonds that have remaining maturities within two years and have an aggregate amortized cost
of $85.3 million and $85.2 million, respectively. The securities have an aggregate fair value of $85.3 million and
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$85.3 million, including $10,000 and $99,000 of unrealized gains and $53,000 and $9,000 of unrealized losses, at
December 31, 2015 and March 31, 2016, respectively.

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

Revenue from the Company s premium services is recognized on a daily basis over the subscription term as the
services are delivered, provided that there is persuasive evidence of an arrangement, the fee is fixed or determinable
and collectability is deemed reasonably assured. Subscription periods range from monthly to ten years, but are
generally one year in duration. The Company s software cannot be run on another entity s hardware and customers do
not have the right to take possession of the software and use it on their own or another entity s hardware.

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

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

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

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

For the three months ended March 31, 2015 and 2016, no customers accounted for more than 10% of revenue. As of
December 31, 2015 and March 31, 2016, no customers accounted for more than 10% of accounts receivable.

Goodwill Goodwill is the excess of the acquisition price over the fair value of the tangible and identifiable intangible
net assets acquired. The Company does not amortize goodwill, but performs an impairment test of goodwill annually
or whenever events and circumstances indicate that the carrying amount of goodwill may exceed its fair value. The
Company operates as a single operating segment with one reporting unit and consequently evaluates goodwill for
impairment based on an evaluation of the fair value of the Company as a whole. As of December 31, 2015, the fair
value of the Company as a whole significantly exceeded the carrying amount of the Company. Through March 31,
2016, no impairments have occurred.

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

The Company reviews long-lived assets for impairment whenever events or changes in circumstances indicate that the
carrying amount of the assets, including intangible assets, may not be recoverable. When such events occur, the
Company compares the carrying amounts of the assets to their undiscounted expected future cash flows. If this
comparison indicates that there is impairment, the amount of the impairment is calculated as the difference between
the carrying value and fair value. Through March 31, 2016, the Company recorded no material impairments.

Foreign Currency Translation The functional currency of operations outside the United States of America is
deemed to be the currency of the local country, unless otherwise determined that the United States dollar would serve
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as a more appropriate functional currency given the economic operations of the entity. Accordingly, the assets and
liabilities of the Company s foreign subsidiaries are translated into United States dollars using the period-end exchange
rate and income and expense items are translated using the average exchange rate during the period. Cumulative
translation adjustments are reflected as a separate component of equity. Foreign currency transaction gains and losses
are charged to operations. The Company had foreign currency gains of $1.3 million for the three months ended

March 31, 2015 and foreign currency losses of $0.4 million for the three months ended March 31, 2016, included in
other income (expense), net in the condensed consolidated statements of operations.

Stock-Based Compensation The Company values all stock-based compensation, including grants of stock options
and restricted stock units, at fair value on the date of grant and recognizes the expense over the requisite service
period, which is generally the vesting period of the award, for those awards expected to vest, on a straight-line basis.
The Company uses the with-or-without method to determine when it will realize excess tax benefits from stock-based
compensation. Under this method, the Company will realize these excess tax benefits only after it realizes the tax
benefits of net operating losses from operations.

Table of Contents 14
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Income Taxes Deferred income taxes are provided for the tax effects of temporary differences between the carrying
amounts of assets and liabilities for financial reporting purposes and the amounts used for income tax purposes and
operating loss carry-forwards and credits using enacted tax rates expected to be in effect in the years in which the
differences are expected to reverse. At each balance sheet date, the Company assesses the likelihood that deferred tax
assets will be realized and recognizes a valuation allowance if it is more likely than not that some portion of the
deferred tax assets will not be realized. This assessment requires judgment as to the likelihood and amounts of future
taxable income by tax jurisdiction.

The Company evaluates its uncertain tax positions based on a determination of whether and how much of a tax benefit
taken by the Company in its tax filings is more likely than not to be realized. Potential interest and penalties associated
with any uncertain tax positions are recorded as a component of income tax expense. As of December 31, 2015 and
March 31, 2016, the Company has provided a liability for $0.9 million and $1.0 million, respectively, for uncertain tax
positions. These uncertain tax positions would impact the Company s effective tax rate if recognized.

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

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

Three Months Ended March 31,

2015 2016
Revenues:
United States $ 42,629 $ 57,251
United Kingdom 4,885 6,186
International all other 13,595 16,297
Total revenue $ 61,109 $ 79,734

The Company s revenue by service cloud (product grouping) is as follows (in thousands):

Three Months Ended March 31,

2015 2016
Revenues:
Collaboration cloud $ 19,163 $ 26,748
Identity and Access Management cloud 20,197 28,452
Service and Support cloud 21,214 23911
Other 535 623
Total revenue $ 61,109 $ 79,734
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Guarantees and Indemnification Obligations  As permitted under Delaware law, the Company has agreements
whereby the Company indemnifies certain of its officers and directors for certain events or occurrences while the
officer or director is, or was, serving at the Company s request in such capacity. The term of the indemnification period
is for the officer s or director s lifetime. As permitted under Delaware law, the Company also has similar
indemnification obligations under its certificate of incorporation and by-laws. The maximum potential amount of

future payments the Company could be required to make under these indemnification agreements is unlimited;
however, the Company has director s and officer s insurance coverage that the Company believes limits its exposure
and enables it to recover a portion of any future amounts paid.

In the ordinary course of business, the Company enters into agreements with certain customers that contractually
obligate the Company to provide indemnifications of varying scope and terms with respect to certain matters
including, but not limited to, losses arising out of the breach of such agreements, from the services provided by the
Company or claims alleging that the Company s products infringe third-party patents, copyrights, or trademarks. The
term of these indemnification obligations is generally perpetual. The maximum potential amount of future payments
the Company could be required to make under these indemnification obligations is, in many cases, unlimited. Through
March 31, 2016, the Company has not experienced any losses related to these indemnification obligations.
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Net Income (Loss) Per Share Basic net income (loss) per share is computed by dividing net income (loss) by the
weighted average number of common shares outstanding for the period. Diluted net income (loss) per share is
computed by dividing net income (loss) by the sum of the weighted average number of common shares outstanding
during the period and the weighted average number of potential common shares outstanding from the assumed
exercise of stock options and the vesting of restricted stock units. For the three months ended March 31, 2016, the
Company incurred a net loss and therefore, the effect of the Company s outstanding common stock equivalents were
not included in the calculation of diluted loss per share as they were anti-dilutive. Accordingly, basic and dilutive net
loss per share for the period were identical.

The Company excluded the following options to purchase common shares and restricted stock units from the

computation of diluted net income (loss) per share because they had an anti-dilutive impact or because the Company
had a net loss in the period (in thousands):

Three Months Ended March 31,

2015 2016
Options to purchase common shares 39 707
Restricted stock units 1,548
Total options and restricted stock units 39 2,255

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

Three Months Ended March 31,

2015 2016
Basic:
Net income (loss) $ 372 $ (1,073)
Weighted average common shares outstanding, basic 24,627 25,152
Net income (loss) per share, basic $ 0.02 $ (0.04)
Diluted:
Net income (loss) $ 372 $ (1,073)
Weighted average common shares outstanding 24,627 25,152
Add: Common stock equivalents 930
Weighted average common shares outstanding,
diluted 25,557 25,152
Net income (loss) per share, diluted $ 0.01 $ (0.04)
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Recently Issued Accounting Pronouncements On May 28, 2014, the Financial Accounting Standards Board ( FASB )
issued ASU 2014-09, Revenue from Contracts with Customers ( ASU 2014-09 ), its final standard on revenue from
contracts with customers. ASU 2014-9 outlines a single comprehensive model for entities to use in accounting for
revenue arising from contracts with customers and supersedes most current revenue recognition guidance, including
industry-specific guidance. The core principle of the revenue model is that an entity recognizes revenue to depict the
transfer of promised goods or services to customers in an amount that reflects the consideration to which the entity
expects to be entitled in exchange for those goods or services. In applying the revenue model to contracts within its
scope, an entity identifies the contract(s) with a customer, identifies the performance obligations in the contract,
determines the transaction price, allocates the transaction price to the performance obligations in the contract and
recognizes revenue when (or as) the entity satisfies a performance obligation. ASU 2014-09 applies to all contracts

with customers that are within the scope of other topics in the FASB Accounting Standards Codification. Certain of
ASU 2014-09 s provisions also apply to transfers of nonfinancial assets, including in-substance nonfinancial assets that
are not an output of an entity s ordinary activities (i.e., property plant and equipment, real estate or intangible assets).
Existing accounting guidance applicable to these transfers has been amended or superseded. ASU 2014-09 also

requires significantly expanded disclosures about revenue recognition. ASU 2014-009 is effective for the Company on
January 1, 2018, with early adoption permitted, but not earlier than January 1, 2017. The Company is currently
assessing the potential impact of the adoption of ASU 2014-09 on its consolidated financial statements.

On April 14, 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606): Identifying
Performance Obligations and Licensing ( ASU 2016-10 ), which amends certain aspects of the above referenced
revenue standard (ASU 2014-09). This new standard further clarifies the guidance on identifying performance
obligations and the implementation guidance on licensing. The guidance should be adopted concurrent with the
adoption of ASU 2014-09, and is therefore effective for the Company on January 1, 2018, with early adoption
permitted, but not earlier than January 1, 2017. The Company is currently assessing the potential impact of the
adoption of ASU 2016-10 on its consolidated financial statements.

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

10
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On March 30, 2016, the FASB issued ASU 2016-09, Compensation Stock Compensation (Topic 718): Improvements
to Employee Share-Based Payment Accounting ( ASU 2016-09 ), which includes multiple provisions intended to
simplify various aspects of the accounting for share-based payments, and is expected to impact net income, EPS, and
the statement of cash flows. The guidance is effective for annual reporting periods beginning after December 15, 2016
and interim periods within those fiscal years, and early adoption is permitted. The Company is currently assessing the
potential impact of the adoption of ASU 2016-09 on its consolidated financial statements.

3. Fair Value of Financial Instruments

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

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

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

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

Fair Value Measurements at December 31, 2015
Level 1 Level 2 Level 3 Total

Cash equivalents money market funds $10,138 $ $ $10,138
Cash equivalents bank deposits 1 1
Short-term marketable securities:

U.S. government agency securities 50,237 17,994 68,231
Corporate bond securities 17,053 17,053
Contingent consideration liability 2,028 2,028

Fair Value Measurements at March 31, 2016
Level 1 Level 2 Level 3 Total

Cash equivalents money market funds $ 10,347 $ $ $ 10,347
Short-term marketable securities:
U.S. government agency securities 60,262 8,009 68,271
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Corporate bond securities 17,043 17,043
Contingent consideration liability 2,360 2,360
Bank deposits, corporate bonds and certain U.S. government agency securities are classified within the second level of
the fair value hierarchy as the fair value of those assets are determined based upon quoted prices for similar assets.
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The Company s Level 3 liability consists of contingent consideration payable in connection with the September 5,
2014 acquisition of Zamurai Corporation and the October 15, 2015 acquisition of Marvasol, Inc. (d/b/a LastPass ), as
described in Note 4 below. Up to $2.5 million of the LastPass contingent consideration is based on the achievement of
certain bookings goals, the fair value of which was estimated at $2.0 million as of December 31, 2015. The fair value
of contingent consideration is estimated by applying a probability based model, which utilizes inputs that are
unobservable in the market. Changes in the fair value of the contingent consideration liability will be reflected in
acquisition-related costs in general and administrative expense until the liability is fully settled. As of March 31, 2016,
the fair value of the LastPass contingent consideration liability was $2.3 million, which is included in accrued
liabilities in the condensed consolidated balance sheet. A reconciliation of the beginning and ending Level 3 liability

is as follows:

Three Months Ended
March 31, 2016
Balance beginning of period $ 2,028
Change in fair value of contingent consideration
liability 332
Balance end of period $ 2,360

4. Acquisitions

In the three months ended March 31, 2015 and 2016, acquisition-related costs were $1.5 million and $3.2 million,
respectively, including $1.5 million and $2.9 million, respectively, of contingent retention-based bonus payment
expense related to the Company s 2014 and 2015 acquisitions, which are typically earned over the first two years
following the acquisition and a $0.3 million charge recorded in the three months ended March 31, 2016 for the change
in fair value of contingent consideration liability primarily related to the LastPass acquisition.

LastPass

On October 15, 2015, the Company acquired all of the outstanding equity interests in LastPass, a Fairfax,
Virginia-based provider of an identity and password management service, for $107.6 million, net of cash acquired,
plus contingent payments totaling up to $15.0 million which are expected to be paid over a two year period following
the date of acquisition. The operating results of LastPass, which are included in the condensed consolidated financial
statements beginning on the acquisition date, are comprised of $3.9 million of revenue and $5.5 million of expenses
for the three months ended March 31, 2016, including amortization of acquired intangible assets of $1.6 million,
contingent retention-based bonuses of $1.7 million and a contingent consideration fair value adjustment of $0.3
million.

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

Cash $ 2518
Accounts receivable 639
Property and equipment 40
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Deferred tax asset 3,050
Current and other assets 134
Intangible assets:

Completed technology 29,400
Customer relationships 23,900
Trade name and trademark 3,000
Deferred revenue (6,600)
Accrued expenses (66)
Deferred tax liability (23,478)
Goodwill 79,617
Total purchase price 112,154
Liability for contingent consideration (2,000)
Total cash paid $110,154

The allocation of the purchase price related to income taxes is preliminary, including the Company finalizing the
valuation of the acquired net operating loss carryforwards. The Company expects to complete this review in the
second quarter of 2016.

The LastPass stock purchase agreement obligates the Company to make additional contingent and retention-based
bonus payments totaling up to $12.5 million to employees and former LastPass stockholders now employed by the
Company on the first and second anniversaries of the acquisition date, contingent upon their continued employment
and, for the first anniversary payment only, the achievement of certain bookings goals. The Company has concluded
that the contingent payment arrangement is a compensation arrangement and is accruing the maximum payout ratably
over the performance period, as it believes it is probable that the criteria will be met. The stock purchase agreement
also includes non-retention based payments of up to $2.5 million to LastPass stockholders which are contingent on the
achievement of certain bookings goals, which the Company has concluded is contingent consideration and is being
accounted for as part of the purchase price. This contingent consideration liability was recorded at its fair value of
$2.0 million at the acquisition date. The Company assesses the probability of the bookings goals being met and at
what level each reporting period. As of March 31, 2016, the contingent consideration liability was $2.3 million.

The goodwill recorded in connection with this transaction is primarily related to the expected synergies to be achieved
related to the Company s ability to leverage its IT management offerings, customer base, sales force and IT
management business plan with LastPass product, technical expertise and customer base. All goodwill and intangible
assets acquired are not deductible for income tax purposes.

The Company recorded a long-term deferred tax asset of $3.1 million primarily related to net operating losses that
were acquired as a part of the acquisition. The Company recorded a long-term deferred tax liability of $23.5 million
primarily related to the amortization of intangible assets which cannot be deducted for tax purposes.

The unaudited financial information in the table below summarizes the combined results of operations of the
Company and LastPass, on a pro forma basis, as though the companies had been combined. The pro forma
information for the period presented includes the effects of business combination accounting resulting from the
acquisition as though the acquisition had been consummated as of the beginning of 2014, including amortization
charges from acquired intangible assets; interest expense on borrowings and lower interest income in connection with
the Company funding the acquisition with existing cash and investments and borrowings under its credit facility; the
exclusion of acquisition-related costs of the Company and LastPass; the inclusion of expense related to contingent and
retention-based bonuses assuming full achievement of the financial metric and retention requirements ($7.0 million in
2014 and $5.5 million in 2015), offset by the exclusion of LastPass historical bonuses paid to LastPass
non-stockholder employees in 2015 in connection with the acquisition close of $6.1 million; and the related tax
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effects. The pro forma financial information is presented for comparative purposes only and is not necessarily
indicative of the results of operations that actually would have been achieved if the acquisition had taken place at the
beginning of 2014.
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Unaudited Pro Forma Financial Information

Three Months Ended
March 31, 2015
Pro Forma As Reported
(in thousands, except
per share amounts)

Revenue $63,985 $ 61,109
Net income (loss) $ (619 $ 372
Earnings (loss) per share Basic $ (0.03) $ 0.02
Earnings (loss) per share Diluted $ (0.03) $ 0.01

5. Goodwill and Intangible Assets
There was no change in the carrying amount of goodwill for the three months ended March 31, 2016.

Intangible assets consist of the following (in thousands):

December 31, 2015 March 31, 2016
Estimated
Useful Gross Net Gross Net
Carrying Accumulated Carrying Carrying Accumulated Carrying
Life Amount Amortization Amount Amount Amortization Amount
Identifiable
intangible
assets:
Trade names
and
trademarks 1-11 years $ 3,806 $ 824 $ 2982 $ 3,806 $ 857 $ 2,949
Customer
relationships 5-8 years 29,129 4,089 25,040 29,129 5,385 23,744
Customer
backlog 4 months 120 120 120 120
Domain
names S years 915 665 250 915 698 217
Software 4 years 299 299 299 299
Completed
technology 3-9 years 46,503 6,893 39,610 46,503 8,040 38,463
Technology
and
know-how 3 years 3,176 3,176 3,176 3,176

Table of Contents 24



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

Documented

know-how 4 years 280 127 153 280 145 135
Non-Compete

agreements 5 years 162 114 48 162 126 36
Internally

developed

software 3 years 6,754 3,247 3,507 7,147 3,789 3,358

$ 91,144 $ 19,554 § 71,590 $ 91,537 $ 22,635 $ 68,902

The Company capitalized $1.0 million and $0.4 million during the three months ended March 31, 2015 and 2016,
respectively, of costs related to internally developed computer software to be sold as a service incurred during the
application development stage and is amortizing these costs over the expected lives of the related services.

The Company is amortizing its intangible assets over the estimated lives noted above based upon the pattern in which
their economic benefit will be realized, or if this pattern cannot be reliably determined, using the straight-line method
over their estimated useful lives. The intangible assets have estimated useful lives which range from four months to
eleven years. Amortization expense for intangible assets was $1.2 million and $3.1 million for the three months ended
March 31, 2015 and 2016, respectively. Amortization relating to software, completed technology, technology and
know-how, documented know-how and internally developed software is recorded within cost of revenues and the
amortization of trade name and trademark, customer relationships, customer backlog, domain names and non-compete
agreements is recorded within operating expenses.

Future estimated amortization expense for intangible assets at March 31, 2016 is as follows (in thousands):

Amortization Expense (Years Ending December 31) Amount
2016 (Nine months ending December 31) $ 8,697
2017 11,480
2018 11,035
2019 8,338
2020 7,619
Thereafter 21,733
Total $ 68,902
13
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6. Accrued Liabilities

Accrued liabilities consisted of the following (in thousands):

December 31, March 31,
2015 2016
Marketing programs $ 4,323 $ 6,098
Payroll and payroll-related liabilities 18,239 13,016
Professional fees 1,944 2,635
Other accrued liabilities 7,168 8,533
Total accrued liabilities $ 31,674 $ 30,282

7. Income Taxes

For the three months ended March 31, 2015 and 2016, the Company s effective tax rate was 15%, or $0.1 million, on
pre-tax earnings of $0.4 million and 19%, or $0.2 million, on a pre-tax loss of $1.3 million, respectively. The effective
income tax rates for the three months ended March 31, 2015 and 2016 are lower than the U.S. federal statutory rate of
35% primarily due to profits earned in certain foreign jurisdictions, primarily the Company s Irish subsidiaries, which
are subject to significantly lower tax rates than the U.S. federal statutory rate.

As of December 31, 2015 and March 31, 2016, the Company maintained a full valuation allowance related to the
deferred tax assets of its Hungarian subsidiary. This entity has historical losses and the Company concluded it was not
more likely than not that these deferred tax assets are realizable.

The Company files income tax returns in the U.S. federal jurisdiction and various state and foreign jurisdictions. The
Company s income tax returns from 2010 are open to examination by federal, state, and/or foreign tax authorities. In
the normal course of business, the Company and its subsidiaries are examined by various taxing authorities. The
Company regularly assesses the likelihood of additional assessments by tax authorities and provides for these matters
as appropriate. Audits by tax authorities typically involve examination of the deductibility of certain permanent items,
limitations on net operating losses and tax credits. Although the Company believes its tax estimates are appropriate,
the final determination of tax audits could result in material changes in its estimates. The Company has recorded a
liability related to uncertain tax positions of $0.9 million and $1.0 million as of December 31, 2015 and March 31,
2016, respectively. The Company s policy is to record estimated interest and penalties related to the underpayment of
income taxes or unrecognized tax benefits as a component of its income tax provision. The Company recognized
$2,000 and $4,000 of interest expense for the three months ended March 31, 2015 and 2016, respectively.

8. Common Stock and Equity

The Company s Board of Directors approved a $75 million share repurchase program on October 20, 2014. Share
repurchases are made from time-to-time in the open market, in privately negotiated transactions or otherwise, in
accordance with applicable securities laws and regulations. The timing and amount of any share repurchases are
determined by the Company s management based on its evaluation of market conditions, the trading price of the stock,
regulatory requirements and other factors. The share repurchase program may be suspended, modified or discontinued
at any time at the Company s discretion without prior notice.
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For the three months ended March 31, 2015 and 2016, the Company repurchased 93,400 and 164,127 shares of its
common stock at an average price of $54.22 and $50.98 per share for a total cost of $5.1 million and $8.4 million,
respectively. At March 31, 2016, $48.0 million remained available under the Company s share repurchase program.

14
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9. Stock Incentive Plan

The Company s 2009 Stock Incentive Plan ( 2009 Plan ) is administered by the Board of Directors and Compensation
Committee, which have the authority to designate participants and determine the number and type of awards to be
granted and any other terms or conditions of the awards. The Company awards restricted stock units as the principal
equity incentive award. Restricted stock units with time-based vesting conditions generally vest over a three-year
period while restricted stock units with market-based vesting conditions generally vest over two or three-year periods.
Until 2012, the Company generally granted stock options as the principal equity incentive award. Options generally
vest over a four-year period and expire ten years from the date of grant. Certain stock-based awards provide for
accelerated vesting if the Company experiences a change in control. As of March 31, 2016, there were 2.2 million
shares available for grant under the 2009 Plan.

The following table summarizes stock option activity (shares and intrinsic value in thousands):

Weighted
Average
Weighted Remaining
Average Contractual Aggregate
Number Exercise Term Intrinsic
of Options Price (Years) Value
Outstanding, January 1, 2016 768 % 30.74 54 $ 27,942
Granted
Exercised (60) 18.85 $ 1,946
Forfeited (D) 21.43
Outstanding, March 31, 2016 707 % 31.76 53 § 13,225
Exercisable at December 31, 2015 598 S 30.54 50 $ 21,881
Exercisable at March 31, 2016 613 $ 32.46 50 $ 11,038

The aggregate intrinsic value was calculated based on the positive differences between the fair value of the Company s
common stock of $67.10 per share on December 31, 2015 and $50.46 per share on March 31, 2016 or at time of
exercise and the exercise price of the options.

During the three months ended March 31, 2016, the Company granted 285,694 restricted stock units, of which
248,194 have time-based vesting conditions and 37,500 have market-based vesting conditions. Restricted stock units
with time-based vesting conditions are valued on the grant date using the grant date closing price of the underlying
shares. The Company recognizes the expense on a straight-line basis over the requisite service period of the restricted
stock unit, which is generally three years.
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In August 2013, May 2014, May 2015 and February 2016, the Company granted to certain key executives restricted
stock unit awards with market-based vesting conditions, which are tied to the individual executive s continued
employment with the Company throughout the applicable performance period and the level of the Company s
achievement of a pre-established relative total shareholder return, or TSR, goal, as measured over an applicable
performance period ranging from two to three years as compared to the TSR realized for that same period by the
Russell 2000 Index (the TSR Units ). The target number of shares underlying the February 2016 TSR Units is 37,500
shares, but the actual number of shares that may be earned under these TSR Units can range from 0% to 200% of the
target number of shares awarded, or up to 75,000 shares, based on the Company s level of achievement of its relative
TSR goal for the applicable performance period. Compensation cost for TSR Units is recognized on a straight-line
basis over the requisite service period and is recognized regardless of the actual number of awards that are earned
based on the market condition.

The assumptions used in the Monte Carlo simulation model include (but are not limited to) the following:

February 2016 Grant
Risk-free interest rate 0.89%
Volatility 40%

The following table summarizes restricted stock unit activity, including performance-based TSR Units (shares in
thousands):

Number of shares Weighted Average
Underlying Restricted Grant Date Fair

Stock Units Value
Unvested as of January 1, 2016 1,438 $ 54.37
Restricted stock units granted 286 54.02
Restricted stock units vested (149) 40.65
Restricted stock units forfeited 27 54.25
Unvested as of March 31, 2016 1,548 $ 55.62

The Company recognized stock based compensation expense within the accompanying condensed consolidated
statements of operations as summarized in the following table (in thousands):

Three Months Ended March 31,

2015 2016
Cost of revenue $ 354 $ 548
Research and development 1,328 1,498
Sales and marketing 2,030 3,827
General and administrative 1,141 2,719

$ 4,853 $ 8,592
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As of March 31, 2016, there was $59.4 million of total unrecognized share-based compensation cost, net of estimated
forfeitures, related to unvested stock awards which are expected to be recognized over a weighted average period of
2.1 years. The total unrecognized share-based compensation cost will be adjusted for future changes in estimated
forfeitures.

10. Commitments and Contingencies

Operating Leases The Company has operating lease agreements for offices in the United States, Hungary, Australia,
the United Kingdom, Ireland and India that expire at various dates through 2028.

In December 2015, the Company amended its current lease for its Budapest, Hungary office space to provide for an
expansion of leased space and to extend the term of the lease. The term of the amended lease will begin in May 2016
and will extend through May 2021. The aggregate amount of minimum lease payments to be made over the term of
the lease is approximately $8.5 million (EUR 7.5 million). The lease agreement required a bank guarantee of $0.5
million (EUR 0.5 million). The bank guarantee is classified as restricted cash.

16
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In December 2014, the Company entered into a lease for new office space in Boston, Massachusetts which began in
December 2015 and extends through June 2028. The aggregate amount of minimum lease payments to be made over
the term of the lease is approximately $47.0 million. Pursuant to the terms of the lease, the landlord was responsible
for making certain improvements to the leased space up to an agreed upon cost to the landlord. Any excess costs for
these improvements will be billed by the landlord to the Company as additional rent. The Company estimates these
excess costs to be $4.0 million, of which $3.4 million was paid as of March 31, 2016. The lease required a security
deposit of $3.3 million in the form of an irrevocable, unsecured standby letter of credit. The lease includes an option
to extend the original term of the lease for two successive five year periods.

Rent expense under all leases was $1.9 million and $2.9 million for the three months ended March 31, 2015 and 2016,
respectively. The Company records rent expense on a straight-line basis for leases with scheduled escalation clauses
or free rent periods.

The Company also enters into hosting services agreements with third-party data centers and internet service providers
that are subject to annual renewal. The aggregate hosting fees incurred under these arrangements totaled $1.5 million

and $2.1 million for the three months ended March 31, 2015 and 2016, respectively.

Future minimum lease payments under non-cancelable operating leases including commitments associated with the
Company s hosting services arrangements are approximately as follows at March 31, 2016 (in thousands):

Years Ending December 31

2016 (Nine months ending December 31) $ 11,852
2017 12,369
2018 11,105
2019 10,971
2020 10,757
Thereafter 45,406
Total minimum lease payments $ 102,460

Litigation 'The Company routinely assesses its current litigation and/or threatened litigation as to the probability of
ultimately incurring a liability, and records its best estimate of the ultimate loss in situations where the Company
assesses the likelihood of loss as probable.

On April 24, 2015, the Company entered into a Settlement Agreement with Sensory Technologies, LLC, or Sensory,
whereby Sensory agreed to assign its JOIN® trademark to the Company and the parties agreed to mutually release

each other from any and all claims related to the complaint filed by Sensory against the Company in the U.S. District
Court for the Southern District of Indiana on August 26, 2014. In the second quarter of 2015, the Company paid
Sensory a one-time fee of $8.3 million, $4.7 million of which was reimbursed by the Company s insurance provider, in
connection with the Settlement Agreement. The Company believed that the JOIN® trademark had de minimis value
and therefore expensed $3.6 million in the first quarter of 2015 as legal settlement expense.

The Company is from time to time subject to various other legal proceedings and claims, either asserted or unasserted,
which arise in the ordinary course of business. While the outcome of these other claims cannot be predicted with
certainty, management does not believe that the outcome of any of these other legal matters will have a material
adverse effect on the Company s condensed consolidated financial statements.
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11. Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss consists of foreign currency translation adjustments and changes in unrealized
losses and gains (net of tax) on marketable securities. For the purposes of comprehensive income disclosures, the
Company does not record tax provisions or benefits for the net changes in the foreign currency translation adjustment,
as the Company intends to reinvest permanently undistributed earnings of its foreign subsidiaries. Accumulated other
comprehensive loss is reported as a component of stockholders equity and, as of December 31, 2015 and March 31,
2016, was comprised of cumulative translation adjustment losses of $5.2 million and $4.7 million, respectively, and
unrealized losses (net of tax) on marketable securities of $27,000 and unrealized gains (net of tax) of $0.1 million
respectively. There were no material reclassifications to earnings in the three months ended March 31, 2016.

12. Credit Facility

On February 18, 2015, the Company entered into a multi-currency credit agreement with a syndicate of banks,
financial institutions and other lending entities (the Credit Agreement ), pursuant to which a secured revolving credit
facility of up to $100 million in the aggregate was made available to the Company. On January 22, 2016, the
Company entered into the First Amendment to the Credit Agreement, pursuant to which the Company exercised its
option to increase the credit facility to up to $150 million in the aggregate with the existing lenders and an additional
lender and amended the Credit Agreement to provide the Company with an option to further increase the credit
facility by an additional $50 million, which, if exercised, would provide the Company with access to a secured
revolving credit facility of up to $200 million. The credit facility is available to the Company on a revolving basis
during the period from February 18, 2015 through February 18, 2020. The Company may prepay the loans or
terminate or reduce the commitments in whole or in part at any time, without premium or penalty, subject to certain
conditions and costs in the case of Eurodollar rate loans. The Company repaid $7.5 million in March 2016, reducing
its outstanding debt balance from $60.0 million to $52.5 million as of March 31, 2016. On April 20, 2016, the
Company repaid an additional $7.5 million of the outstanding borrowings. The Company and its subsidiaries expect to
use the credit facility for general corporate purposes, including, but not limited to, the potential acquisition of
complementary products or businesses, share repurchases, as well as for working capital.

Loans under the credit facility bear interest at variable rates which reset every 30 to 180 days depending on the rate
and period selected by the Company as described below. As of March 31, 2016, the annual rate on the $52.5 million
revolving loan was 1.9375% and was set to reset to 2.0% on April 22, 2016. The average interest rate on borrowings
outstanding for the period ending March 31, 2016 was 1.9%. The quarterly commitment fee on the undrawn portion of
the credit facility ranges from 0.20% to 0.30% per annum, based upon the Company s total leverage ratio. As of
March 31, 2016, the fair value of the credit facility approximated its book value.

The Credit Agreement contains customary affirmative and negative covenants, including covenants that limit or
restrict the Company and its subsidiaries ability to, among other things, incur indebtedness, grant liens, merge or
consolidate, dispose of assets, change the nature of its business, make investments and acquisitions, pay dividends or
make distributions, or enter into certain transactions with affiliates, in each case subject to customary and other
exceptions for a credit facility of this size and type, each as further described in the Credit Agreement. The Credit
Agreement also imposes limits on capital expenditures of the Company and its subsidiaries and requires the Company
to maintain a maximum total leverage ratio (not greater than 2.75:1.00) and a minimum interest coverage ratio (not
less than 3.00:1.00), each as further defined in the Credit Agreement. As of March 31, 2016, the total leverage ratio
was 0.73:1.00, the minimum interest coverage ratio was 65:1.00 and the Company was in compliance with all
financial and operating covenants of the Credit Agreement.
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Any failure to comply with the financial or operating covenants of the Credit Agreement would prevent the Company
from being able to borrow additional funds, and would constitute a default, permitting the lenders to, among other
things, accelerate the amounts outstanding, including all accrued interest and unpaid fees, under the credit facility and
to terminate the credit facility.

As of March 31, 2016, the Company had $1.1 million of origination costs recorded in other assets. The Company
incurred $1.0 million of origination costs for the period ending December 31, 2015 in connection with entering into
the Credit Agreement. The Company incurred an additional $0.3 million of origination costs in connection with the
First Amendment to the Credit Agreement for the period ending March 31, 2016. As permitted by FASB issued ASU
2015-15, the Company has elected to present debt issuance costs as an asset and subsequently amortize the deferred
debt issuance costs ratably over the term of the credit facility.
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with the unaudited condensed consolidated financial statements and the related notes thereto included
elsewhere in this Quarterly Report on Form 10-Q and the audited condensed consolidated financial statements and
notes thereto and management s discussion and analysis of financial condition and results of operations for the year
ended December 31, 2015 included in our Annual Report on Form 10-K, filed with the Securities and Exchange
Commission, or SEC, on February 19, 2016. This Quarterly Report on Form 10-Q contains forward-looking
statements within the meaning of Section 21E of the Securities Exchange Act of 1934, as amended, or the Exchange
Act. These statements are often identified by the use of words such as may, will,  expect, believe,

anticipate,  intend, could, estimate, or continue, and similar expressions or variations. Such
forward-looking statements are subject to risks, uncertainties and other factors that could cause actual results and the
timing of certain events to differ materially from future results expressed or implied by such forward-looking
statements. Factors that could cause or contribute to such differences include, but are not limited to, those discussed
in the section titled Risk Factors, set forth in Part I, Item 1A of this Quarterly Report on Form 10-Q and elsewhere
in this Report. The forward-looking statements in this Quarterly Report on Form 10-Q represent our views as of the
date of this Quarterly Report on Form 10-Q. We anticipate that subsequent events and developments will cause our
views to change. However, while we may elect to update these forward-looking statements at some point in the future,
we have no current intention of doing so except to the extent required by applicable law. You should, therefore, not
rely on these forward-looking statements as representing our views as of any date subsequent to the date of this
Quarterly Report on Form 10-Q.

Overview

LogMeln simplifies how people connect to their colleagues, employees, devices and the world around them. With
millions of users worldwide, our cloud-based solutions make it possible for people and companies to connect and
engage with their workplace, colleagues, customers and products anywhere, anytime. Our services are focused on high
growth markets such as Identity and Access Management, Collaboration and the Internet of Things and are delivered
via the cloud as hosted services, commonly called software-as-a-service, or SaaS. With tens of millions of users and
hundreds of millions of sessions brokered, we believe our services are used to connect more Internet-enabled devices
worldwide, than any other connectivity platform on the market.

We offer both free and fee-based, or premium, subscription software services. Sales of our premium subscription
software services are generated through word-of-mouth referrals, web-based advertising, online search, off-line
advertising, broadcast advertising, the conversion of free users and expiring free trials to paid subscriptions and direct
marketing to new and existing customers. We derive our revenue principally from subscription fees from SMBs, IT
service providers, mobile carriers, customer service centers, original equipment manufacturers, or OEMs, and
consumers and to a lesser extent, from the delivery of professional services primarily related to our Internet of Things
business. The majority of our customers subscribe to our services on an annual basis. Our revenue is driven primarily
by the number and type of our premium subscription software services to which our paying customers subscribe. For
the three months ended March 31, 2016, we generated revenues of $79.7 million, compared to $61.1 million for the
three months ended March 31, 2015, an increase of 30%. Revenue from LastPass, which we acquired in the fourth
quarter of 2015, was $3.9 million for the three months ended March 31, 2016.

We reported GAAP net income of $0.4 million and a net loss of $1.1 million for the three months ended March 31,
2015 and 2016, respectively. We continued to generate strong cash flow from operations of $40.0 million and $38.0
million for the three months ended March 31, 2015 and 2016, respectively, including contingent retention-based
bonus payments of $2.0 million and $4.5 million, respectively. As of March 31, 2016, we had cash, cash equivalents
and short-term marketable securities of $226.5 million, an increase of $18.1 million from December 31, 2015. During
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the quarter, we also repaid $7.5 million of the $60.0 million borrowed under our credit facility in October 2015 to
fund our acquisition of LastPass. On April 20, 2016, we repaid an additional $7.5 million of our outstanding
borrowings.

Under our stock repurchase program, shares may be repurchased from time-to-time in the open market, which may
include the use of 10b5-1 trading plans, or in privately negotiated transactions, in accordance with applicable
securities and stock exchange rules. For the three months ended March 31, 2015 and 2016, we repurchased 93,400 and
164,127 shares of our common stock at an average price of $54.22 and $50.98 per share for a total cost of $5.1 million
and $8.4 million, respectively. At March 31, 2016, $48.0 million remained available under our share repurchase
program.
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Certain Trends and Uncertainties

The following represents a summary of certain trends and uncertainties, which could have a significant impact on our
financial condition and results of operations. This summary is not intended to be a complete list of potential trends and
uncertainties that could impact our business in the long or short term. The summary, however, should be considered
along with the factors identified in the section titled Risk Factors of this Quarterly Report on Form 10-Q and
elsewhere in this report.

There is frequent litigation in the software and technology industries based on allegations of infringement or
other violations of intellectual property rights. We have been, and may in the future be, subject to third party
patent infringement or other intellectual property-related lawsuits as we face increasing competition and become
increasingly visible. Any adverse determination related to intellectual property claims or litigation could
adversely affect our business, financial condition and operating results.

The risk of a data security breach or service disruption caused by computer hackers and cyber criminals has
increased as the frequency, intensity and sophistication of attempted attacks and intrusions from around the world
have increased. Our services and systems have been, and may in the future be, the target of various forms of
cyber-attacks. While we make significant efforts to maintain the security and integrity of our services and
computer systems, our cybersecurity measures and the cybersecurity measures taken by our third-party data
center facilities may be unable to anticipate, detect or prevent all attempts to compromise our systems. Any
security breach, whether successful or not, could harm our reputation, subject us to lawsuits and other potential
liabilities and ultimately could result in the loss of customers.

We believe that competition will continue to increase. Increased competition could result from existing
competitors or new competitors that enter the market because of the potential opportunity. We will continue to
closely monitor competitive activity and respond accordingly. Increased competition could have an adverse effect
on our financial condition and results of operations.

We believe that as we continue to grow revenue at expected rates, our cost of revenue and operating expenses,
including sales and marketing, research and development and general and administrative expenses will increase
in absolute dollar amounts. For a description of the general trends we anticipate in various expense categories, see
Cost of Revenue and Operating Expenses below.
Sources of Revenue

We derive our revenue primarily from subscription fees for our premium services from enterprise customers, SMBs,
IT service providers, mobile carriers, customer service centers, OEMs and consumers and to a lesser extent, from the
delivery of professional services primarily related to our Internet of Things business. The majority of our customers
subscribe to our services on an annual basis and pay in advance, typically with a credit card, for their subscription. A
smaller percentage of our customers subscribe to our services on a monthly basis through either month-to-month
commitments or annual commitments that are then paid monthly with a credit card. We initially record a subscription
fee as deferred revenue and then recognize it ratably, on a daily basis, over the life of the subscription period.
Typically, a subscription automatically renews at the end of a subscription period unless the customer specifically
terminates it prior to the end of the period. For the three months ended March 31, 2016, our gross annualized renewal
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rate was approximately 75%. We calculate our gross renewal rate on an annualized dollar basis across all product lines
as of the end of each period. In the first quarter of 2016, we increased the price of LogMeln Pro in conjunction with
the addition of cloud storage and password management functionality. LogMeln Pro customers renewed at lower rates
in the quarter which is the primary driver of our overall lower gross annualized renewal rate. We expect our gross
renewal rate to remain relatively consistent as we continue to invest in our products, customer support organization,
and related retention programs.

Our revenue by service cloud (product grouping) is as follows (in thousands):

Three Months Ended March 31,

2015 2016
Revenues:
Collaboration cloud $ 19,163 $ 26,748
Identity and Access Management cloud 20,197 28,452
Service and Support cloud 21,214 23911
Other 535 623
Total revenue $ 61,109 $ 79,734
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We have increased our number of full-time employees to 1,036 at March 31, 2016 as compared to 1,006 at
December 31, 2015 and 862 at March 31, 2015.

Cost of Revenue and Operating Expenses

We allocate certain overhead expenses, such as rent and utilities, to expense categories based on the headcount in or
office space occupied by personnel in that expense category as a percentage of our total headcount or office space. As
a result, an overhead allocation associated with these costs is reflected in the cost of revenue and each operating
expense category.

Cost of Revenue. Cost of revenue consists primarily of costs associated with our data center operations, customer
support centers and our Xively professional services team. Included in these costs are wages and benefits for
personnel, telecommunications, hosting fees, hardware and software maintenance costs, consulting fees associated
with outsourced customer support staffing and professional services team projects, depreciation associated with our
data centers and contingent bonus expense related to our acquisitions (see Note 4 to the Condensed Consolidated
Financial Statements). Additionally, amortization expense associated with the acquired software, technology and
documented know-how, as well as internally developed software is included in cost of revenue. The expenses related
to hosting our services and supporting our free and premium customers are dependent on the number of customers
who subscribe to our services and the complexity and redundancy of our services and hosting infrastructure. The
expenses related to our professional services team are primarily driven by our investment in and efforts to support the
growth of our Internet of Things business. We expect cost of revenue expenses to increase in absolute dollars but
remain relatively constant as a percentage of revenue as we continue to invest in our data center infrastructure and
operations and customer support efforts.

Research and Development. Research and development expenses consist primarily of wages and benefits for
development personnel, contingent bonus expense related to our acquisitions, rent expense primarily related to our
offices in Hungary and Boston, consulting fees associated with outsourced development projects, travel-related costs
for development personnel, and depreciation of assets used in development. Our research and development efforts are
focused on both improving ease of use and functionality of our existing services, as well as developing new offerings.
The majority of our research and development employees are located in our development centers in Hungary.
Therefore, a majority of research and development expense is subject to fluctuations in foreign exchange rates. We
capitalized costs of $1.0 million and $0.4 million for the three months ended March 31, 2015 and 2016, respectively,
related to internally developed computer software to be sold as a service, which were incurred during the application
development stage. The majority of research and development costs have been expensed as incurred. We expect that
research and development expenses will increase in absolute dollars as we continue to enhance and expand our
services but will remain relatively constant as a percentage of revenue.

Sales and Marketing. Sales and marketing expenses consist primarily of online search and advertising costs, wages,
commissions and benefits for sales and marketing personnel, offline marketing costs such as media advertising and
trade shows, consulting fees, credit card processing fees, rent expense and hardware and software maintenance costs.
Online search and advertising costs consist primarily of pay-per-click payments to search engines and other online
advertising media such as banner ads. Offline marketing costs include radio and print advertisements, as well as the
costs to create and produce these advertisements, and tradeshows, including the costs of space at tradeshows and costs
to design and construct tradeshow booths. Advertising costs are expensed as incurred. In order to continue to grow our
business and awareness of our services, we expect that we will continue to invest in our sales and marketing efforts.
We expect that sales and marketing expenses will increase in absolute dollars but will remain relatively constant as a
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percentage of revenue.

General and Administrative. General and administrative expenses consist primarily of wages and benefits for
management, human resources, internal I'T support, legal, finance and accounting personnel, professional fees,
insurance and other corporate expenses. We expect that general and administrative expenses related to personnel,
recruiting, internal information systems, audit, accounting and insurance costs will increase in absolute dollars but will
remain relatively constant as a percentage of revenue as we continue to support the growth of our business. General
and administrative expenses could increase if we incur litigation-related expenses associated with our defense against
legal claims.
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Critical Accounting Policies

Our financial statements are prepared in accordance with accounting principles generally accepted in the United States
of America, or GAAP. The preparation of our financial statements and related disclosures requires us to make
estimates, assumptions and judgments that affect the reported amount of assets, liabilities, revenue, costs and
expenses, and related disclosures. We base our estimates and assumptions on historical experience and other factors
that we believe to be reasonable under the circumstances. We evaluate our estimates and assumptions on an ongoing

basis. Our actual results may differ from these estimates under different assumptions and conditions. Our most critical
accounting policies are listed below:

Revenue recognition;

Income taxes;

Goodwill and acquired intangible assets;

Stock-based compensation; and

Loss contingencies.

Results of Consolidated Operations

The following table sets forth selected consolidated statements of operations data for each of the periods indicated as a
percentage of total revenue.

Three Months Ended March 31,

Operations Data: 2015 2016
Revenue 100% 100%
Cost of revenue 13 14
Gross profit 87 86
Operating expenses:

Research and development 15 19
Sales and marketing 56 53
General and administrative 11 13
Legal settlements 6

Amortization of acquired intangibles 2
Total operating expenses 88 87
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Loss from operations (D) (D)
Interest income

Interest expense

Other income (expense), net 2

Income (loss) before income taxes 1 (D
(Provision for) benefit from income taxes

Net income (loss) 1% (1%)
Three Months Ended March 31, 2015 and 2016
Revenue. Revenue increased $18.6 million, or 30%, from $61.1 million for the three months ended March 31, 2015 to
$79.7 million for the three months ended March 31, 2016. This increase was primarily attributable to customer
purchases of new and add-on join.me subscriptions and existing customers who renewed and received our improved

LogMeln Pro and LogMeln Central offerings at higher price points. Included in the increase is $3.9 million of revenue
related to LastPass.
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Cost of Revenue. Cost of revenue increased $3.2 million, or 40%, from $8.0 million for the three months ended
March 31, 2015 to $11.2 million for the three months ended March 31, 2016. As a percentage of revenue, cost of
revenue was 13% and 14% for the three months ended March 31, 2015 and 2016, respectively. The increase in
absolute dollars was primarily due to a $1.8 million increase in hosting costs associated with managing our data
centers and hosting our services as a result of an increase in both the number of customers using our services and the
total number of devices that connected to our services. The total increase was also due to a $0.8 million increase in
amortization expense associated with acquired intangibles, as well as internally developed software and a $0.7 million
increase in personnel-related costs, including salary, wages, bonus and benefits and taxes, recruiting and relocation
expense. These costs were partially offset by a $0.3 million decrease in contingent retention-based bonuses related to
our acquisitions. Included in the increase in personnel-related costs is a $0.2 million increase in stock-based
compensation expense.

Research and Development Expenses. Research and development expenses increased $6.2 million, or 68%, from $9.1
million for the three months ended March 31, 2015 to $15.4 million for the three months ended March 31, 2016. As a
percentage of revenue, research and development expenses were 15% and 19% for the three months ended March 31,
2015 and 2016, respectively. The increase in absolute dollars was primarily due to a $1.6 million increase in
personnel-related costs including salary, wages, bonus, recruiting and relocation costs, and benefits and taxes, as we
increased the number of research and development employees to support our overall growth, a $1.6 million increase in
travel-related and department meetings cost and a $1.4 million increase in contingent retention-based bonus expense
primarily related to the LastPass acquisition. The total increase was also due to a $0.3 million increase in rent expense,
a $0.2 million increase in hardware and software maintenance costs, a $0.2 million increase in depreciation expense, a
$0.2 million increase in consulting costs, a $0.2 million increase in telecommunications expense and a $0.6 million
decrease in costs related to internally developed computer software to be sold as a service which were incurred during
the application development stage and therefore capitalized rather than expensed. Included in the increase in
personnel-related costs is a $0.2 million increase in stock-based compensation expense.

Sales and Marketing Expenses. Sales and marketing expenses increased $7.9 million, or 23%, from $34.4 million for
the three months ended March 31, 2015 to $42.2 million for the three months ended March 31, 2016. As a percentage
of revenue, sales and marketing expenses were 56% and 53% for the three months ended March 31, 2015 and 2016,
respectively. The increase in absolute dollars was primarily due to a $4.9 million increase in personnel-related and
recruiting costs, including salary, wages, commissions, bonus, and benefits and taxes, from the hiring of additional
employees to support our growth in sales and to expand our marketing efforts. The total increase was also due to a
$0.9 million increase in sales consulting and contractor costs, a $0.8 million increase in travel-related and department
meeting costs, a $0.6 million increase in rent expense, a $0.3 million increase in contingent retention-based bonus
expense primarily related to the LastPass acquisition, a $0.3 million increase in hardware and software maintenance
costs, a $0.3 million increase in credit card transaction fees related to an increase in e-commerce sales and a $0.3
million increase in depreciation expense. These increases were partially offset by a $0.6 million decrease in marketing
programs and consulting costs. Included in the increase in personnel-related costs is a $1.8 million increase in
stock-based compensation expense.

General and Administrative Expenses. General and administrative expenses increased $3.5 million, or 53%, from $6.7
million for the three months ended March 31, 2015 to $10.3 million for the three months ended March 31, 2016. As a
percentage of revenue, general and administrative expenses were 11% and 13% for the three months ended March 31,
2015 and 2016, respectively. The increase in absolute dollars was primarily due to a $2.4 million increase in
personnel-related and recruiting costs, including salary, wages, bonus, and benefits and taxes, as we increased the
number of general and administrative employees to support our overall growth. The total increase in general and
administrative expense was also due to a $0.4 million increase in non-income taxes, a $0.3 million adjustment for the
fair value of the contingent consideration related to the LastPass acquisition, a $0.3 million increase in consulting
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costs and a $0.2 million increase in travel-related and department meeting costs. These increases were partially offset
by a $0.6 million decrease in litigation related costs. Included in the increase in personnel-related costs is a $1.6
million increase in stock-based compensation expense.

Legal Settlement Expense. Legal settlement expenses were $3.6 million for the three months ended March 31, 2015
and were associated with the Sensory Settlement Agreement (see Note 10 to the Condensed Consolidated Financial
Statements). We did not incur legal settlement expenses for the three months ended March 31, 2016.
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Amortization of Acquired Intangibles. Amortization of acquired intangibles was $0.3 million and $1.4 million for the
three months ended March 31, 2015 and 2016, respectively, primarily related to the intangible assets acquired in the
LastPass acquisition in October 2015.

Interest Income. Interest income was $0.2 million for both the three months ended March 31, 2015 and 2016 and was
primarily attributable to interest income earned on marketable securities.

Interest Expense. Interest expense was $37,000 and $0.4 million for the three months ended March 31, 2015 and 2016,
respectively, and was primarily associated with interest expense attributable to our credit facility and the amortization
of financing fees.

Other Income (Expense), Net. Other income (expense), net was a $1.3 million gain and a $0.4 million loss for the
three months ended March 31, 2015 and 2016, respectively, comprised primarily of realized and unrealized foreign
currency gains or losses resulting from multi-currency settlements and re-measurements occurring during the quarter.

Income Taxes. We recorded a provision for federal, state and foreign income taxes of $0.1 million on profit before
income taxes of $0.4 million and a benefit of $0.2 million on loss before income taxes of $1.3 million for the three
months ended March 31, 2015 and 2016, respectively, resulting in an effective tax rate of 15% and 19%, respectively.
Our effective income tax rates are lower than the U.S. federal statutory rate of 35% primarily due to profits earned in
certain foreign jurisdictions, primarily our Irish subsidiaries, which are subject to significantly lower tax rates than the
U.S. federal statutory rate.

Liquidity and Capital Resources

The following table sets forth the major sources and uses of cash and cash equivalents for each of the periods below
(in thousands):

Three Months Ended March 31,

2015 2016
Net cash provided by operating activities $ 39978 $ 38,000
Net cash used in investing activities (4,965) (4,989)
Net cash provided by (used in) financing activities 1,242 (17,122)
Effect of exchange rate changes on cash and cash
equivalents (5,055) 2,159
Net increase in cash and cash equivalents $ 31,200 $ 18,048

At March 31, 2016, our principal source of liquidity was cash and cash equivalents and short-term marketable
securities totaling $226.5 million, of which $140.0 million was in the United States and $86.5 million was held by our
international subsidiaries.

Cash Flows From Operating Activities
Net cash inflows from operating activities during the three months ended March 31, 2015 were mainly attributable to
a $27.5 million increase in deferred revenue associated with upfront payments received from our customers for

services, a $5.0 million decrease in accounts receivable, a $3.9 million increase in accrued liabilities and a $3.8
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million increase in accounts payable, partially offset by an $8.7 million increase in prepaid expenses and other current
assets. The increase in accrued liabilities is primarily driven by an $8.3 million increase in accrued legal settlements in
connection with the Sensory Settlement Agreement (see Note 10 to the Condensed Consolidated Financial
Statements), a $1.0 million increase in accrued fixed assets and a $0.6 million increase in accrued legal fees, partially
offset by $5.2 million of bonus payments made in January 2015, which were accrued at December 31, 2014 and a $1.3
million decrease in accrued contingent bonuses due to the bonus payouts made in the first quarter of 2015 related to
our 2014 acquisitions. The increase in prepaid expenses and other current assets is primarily driven by a $4.7 million
increase in other receivables in connection with the Sensory Settlement Agreement, a $2.0 million increase in prepaid
software subscription fees, a $0.4 million increase in prepaid tax and a $0.3 million increase in prepaid marketing.
Additionally, included in net cash inflows from operating activities are add-backs of non-cash charges, including $4.9
million for stock-based compensation expense and $3.0 million for depreciation and amortization.
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Net cash inflows from operating activities during the three months ended March 31, 2016 were mainly attributable to
a $26.3 million increase in deferred revenue associated with upfront payments received from our customers, a $2.1
million increase in other long-term liabilities, a $1.7 million increase in accounts payable and a $1.1 million decrease
in accounts receivable. These cash inflows are partially offset by a $4.1 million increase in prepaid expenses and other
current assets, a $2.5 million decrease in accrued liabilities and a net loss of $1.1 million. The increase in other
long-term liabilities is primarily driven by a $1.4 million increase in contingent retention-based bonuses related to the
LastPass acquisition and a $0.6 million increase in accrued rent. The increase in prepaid expenses and other current
assets is primarily driven by a $3.0 million increase in prepaid software subscription fees and a $0.8 million increase
in prepaid marketing costs. The decrease in accrued liabilities is primarily related to a net $3.7 million decrease in
accrued employee bonuses due to $5.0 million in payments made in January 2016, which were accrued at December
31,2015, and a net $2.7 million decrease in accrued contingent retention-based bonuses due to the payouts made in
the first quarter of 2016 related to our 2014 acquisitions. These decreases are partially offset by a $1.8 million increase
in accrued marketing programs, a $0.7 million increase in consulting and contractor costs, a $0.7 million increase in
non-income taxes payable and a $0.6 million increase in accrued fixed assets. Additionally, included in net cash
inflows from operating activities are add-backs of non-cash charges, including $8.6 million for stock-based
compensation expense, $5.7 million for depreciation and amortization and $0.3 million for the change in fair value of
the contingent consideration liability related to the LastPass acquisition. We expect to make $2.7 million in contingent
bonus payments associated with our acquisitions over the remaining nine months of 2016.

Cash Flows From Investing Activities

Net cash used in investing for the three months ended March 31, 2015 was primarily attributable to payments totaling
$3.9 million in property and equipment related to the expansion and upgrade of our data center capacity, the
expansion and upgrade of our internal IT infrastructure and the expansion of our offices and $1.0 million in intangible
asset additions for capitalized costs related to internally developed computer software to be sold as a service which
were incurred during the application development stage.

Net cash used in investing activities for the three months ended March 31, 2016 was primarily attributable to
purchases of $4.4 million in property and equipment related to the expansion and upgrade of our data center capacity,
the expansion and upgrade of our internal IT infrastructure, and the expansion and upgrade of our offices and $0.4
million in intangible asset additions for capitalized costs related to internally developed computer software to be sold
as a service which were incurred during the application development stage.

Cash Flows From Financing Activities

Net cash provided by financing activities for the three months ended March 31, 2015 related to $8.9 million in
proceeds received from the issuance of common stock upon exercise of stock options, partially offset by the purchase
of $5.1 million of treasury stock pursuant to our share repurchase program, the payment of $1.6 million for payroll
taxes related to vesting of restricted stock units, as well as the payment of $0.7 million in deferred financing costs.

Net cash used in financing activities for the three months ended March 31, 2016 related to the purchase of $8.4
million of treasury stock pursuant to our share repurchase program, the repayment of $7.5 million related to our credit
facility, the payment of $2.1 million for payroll taxes related to vesting of restricted stock units and the payment of
$0.3 million in deferred financing costs. These payments were partially offset by $1.1 million in proceeds received
from the issuance of common stock upon exercise of stock options.

We also have available a multi-currency credit facility with a syndicate of banks, financial institutions and other
lending entities that provides for a secured revolving line of credit of up to $150 million, which may be increased by
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an additional $50 million subject to further commitment from the lenders. The credit facility matures on February 18,
2020 and includes certain financial covenants with which we must comply. We expect to use the credit facility for
general corporate purposes, including the potential acquisition of complementary products or businesses, share
repurchases, as well as for working capital (see Note 12 to our Condensed Consolidated Financial Statements for
additional details). As of March 31, 2016, we had $52.5 million of outstanding borrowings under the credit facility.
On April 20, 2016, we repaid an additional $7.5 million of our outstanding borrowings.
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While we believe that our current cash and cash equivalents, together with cash generated from operations, will be
sufficient to meet our working capital and capital expenditure requirements for at least the next twelve months, we
may elect to raise additional capital through the sale of additional equity or debt securities or expand our credit facility
to develop or enhance our services, to fund expansion, to respond to competitive pressures or to acquire
complementary products, businesses or technologies. If we elect, additional financing may not be available in amounts
or on terms that are favorable to us, if at all. If we raise additional funds through the issuance of equity or convertible
debt securities, our existing stockholders could suffer significant dilution, and any new equity securities we issue
could have rights, preferences and privileges superior to those of holders of our common stock.

During the last three years, inflation and changing prices have not had a material effect on our business and we do not
expect that inflation or changing prices will materially affect our business in the foreseeable future.

Key Non-GAAP Financial Measures

Regulations S-K Item 10(e), Use of Non-GAAP Financial Measures in Commission Filings, defines and prescribes the
condition for use of non-GAAP financial information. We have presented the following non-GAAP measures in
accordance with this standard. We believe that these non-GA AP measures of financial results provide useful

information to management and investors regarding certain financial and business trends relating to our financial
condition and results of operations. Management uses these non-GAAP measures to compare our performance to that

of prior periods and uses these measures in financial reports prepared for management and our board of directors. We
believe that the use of these non-GAAP financial measures provides an additional tool for investors to use in

evaluating ongoing operating results and trends and in comparing our financial measures with other

software-as-a-service companies, many of which present similar non-GAAP financial measures to investors.

In addition to our condensed consolidated financial statements prepared in accordance with GAAP, to date, we have
considered the following non-GAAP financial measures to be key indicators of our financial performance:

Non-GAAP operating income, which we define as GAAP loss from operations excluding acquisition-related
costs and amortization, stock-based compensation expense and litigation-related expenses;

Adjusted EBITDA, which we define as GAAP net income (loss) excluding interest and other (income) expense,
net, income tax expense (benefit), depreciation and amortization expenses, acquisition-related costs, stock-based
compensation expense and litigation-related expenses;

Non-GAAP (provision for) benefit from income taxes, which we define as GAAP (provision for) benefit from
income taxes excluding the tax impact from acquisition-related costs and amortization, stock-based compensation
expense and litigation-related expenses;

Non-GAAP net income, which we define as GAAP net income (loss) excluding stock-based compensation
expense, litigation-related expense and acquisition-related costs and amortization and the tax effect of the
non-GAAP items; and
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Non-GAAP earnings per share, which we define as non-GAAP net income divided by diluted average weighted
shares outstanding.
The expenses described below have been excluded from our GAAP results to arrive at our non-GAAP measures, as
outlined above:

Acquisition-related costs and amortization relate to costs associated with acquisitions of intellectual
property and businesses and include related professional service costs (i.e. legal costs, audit and
accounting fees), contingent purchase price, contingent retention bonuses and the amortization of
acquired intangible assets.

Acquisition-related costs relate to costs associated with the acquisitions of intellectual property and businesses
and include legal costs, audit and accounting fees and contingent retention-based bonuses.

Stock-based compensation expense relates to stock-based compensation awards granted to our executive officers,
employees and outside directors.

Litigation-related expenses relate to costs associated with the defense and settlement of claims brought against us
including intellectual property infringement claims and other material litigation.

Depreciation and amortization expenses relate to costs associated with the depreciation and amortization of fixed
and intangible assets.

Interest income and other (expense) income, net relates to the interest earned on outstanding cash balances and
marketable securities, interest expense primarily related to our credit facility, as well as realized and unrealized
foreign currency gains and losses resulting from multi-currency settlements occurring during the period and
period end translation adjustments.

Income tax expense (benefit) relates to the total income tax levied based on GAAP income during the period.
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We consider our non-GAAP financial measures and these certain financial and operating metrics important to
understanding our historical results, improving our business, benchmarking our performance against peer companies,
and identifying current and future trends impacting our business.

The exclusion of certain expenses in the calculation of non-GAAP financial measures should not be construed as an
inference that these costs are unusual or infrequent. We anticipate excluding these expenses in future presentations of
our non-GAAP financial measures. We believe that these non-GAAP measures of financial results provide useful
information to management and investors regarding certain financial and business trends related to our financial
condition and results of operations.

We do not consider these non-GAAP measures in isolation or as an alternative to financial measures determined in
accordance with GAAP. The principal limitation of these non-GAAP financial measures is that they exclude
significant elements that are required to be recorded in our financial statements pursuant to GAAP. In addition, they
are subject to inherent limitations as they reflect the exercise of judgments by management in determining these
non-GAAP financial measures. In order to compensate for these limitations, management presents our non-GAAP
financial measures in connection with our GAAP results. We urge investors to review the reconciliation of our
non-GAAP financial measures to the comparable GAAP financial measures, which we have included in this Form
10-Q and in our press releases announcing our quarterly financial results, and not to rely on any single financial
measure to evaluate our business.

Reconciliation tables of the most comparable GAAP financial measures to the non-GAAP measures are presented as
follows (in thousands, except per share data):

For the Three Months Ended

March 31,
Non-GAAP Operating income 2015 2016
GAAP Loss from operations $ (964) $ (707)
Add Back:
Stock-based compensation expense 4,853 8,592
Litigation-related expenses 4,259 35
Acquisition-related costs and amortization 2,513 5,760
Non-GAAP Operating income $ 10,661 $ 13,680

For the Three Months Ended

March 31,
Adjusted EBITDA 2015 2016
GAAP Net income (loss) $ 372 $ (1,073)
Add Back:
Stock-based compensation expense 4,853 8,592
Litigation-related expenses 4,259 35
Acquisition-related costs 1,528 3,222
Interest and other (income) expense, net (1,399) 613
Income tax expense (benefit) 63 (247)
Depreciation and amortization expense 2,877 5,444
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Adjusted EBITDA

Non-GAAP Net income

GAAP Net income (loss)

Add Back:

Stock-based compensation expense
Litigation-related expenses
Acquisition-related costs and amortization
Less:

Income tax effect of non-GAAP items

Non-GAAP Net income
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$ 12,553 $ 16,586

For the Three Months Ended

March 31,
2015 2016
$ 372 $ (1,073)
4,853 8,592
4,259 35
2,513 5,760
(3,484) (4,249)
$ 8513 $ 9,065
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For the Three Months Ended

March 31,
Non-GAAP Earnings per share 2015 2016
GAAP Diluted earnings (loss) per share $ 0.01 $  (0.04)
Add Back:
Stock-based compensation expense 0.19 0.33
Litigation-related expenses 0.17
Acquisition-related costs and amortization 0.10 0.22
Less:
Income tax effect of non-GAAP items (0.14) (0.16)
Non-GAAP Earnings per share $ 0.33 $ 0.35
Shares used in computing diluted non-GA AP earnings
per share 25,557 25,815

Off-Balance Sheet Arrangements

We do not engage in any off-balance sheet financing activities, nor do we have any interest in entities referred to as
variable interest entities.

Contractual Obligations

The following table summarizes our contractual obligations at March 31, 2016 and the effect such obligations are
expected to have on our liquidity and cash flow in future periods.

Payments Due by Period (in thousands) (1)

Less Than More Than
Total 1 Year 1-3 Years 4-5 Years 5 Years
Operating lease obligations $ 96,580 $ 11,581 $ 32432 $ 19,736 $ 32,831
Credit facility (2) 52,500 52,500
Hosting service agreements 5,880 4,735 1,145
Total $154960 $ 16,316 $ 86,077 $ 19,736 $ 32,831

(1) Excluded from the table above is $1.0 million related to uncertain tax positions as we are uncertain as to when a
cash settlement for these liabilities will occur.

(2) The credit facility matures in February 2020, when all amounts outstanding will be due and payable. Excluded
from the table above are the quarterly commitment fees on the undrawn portion that range from 0.20% to 0.30%
per annum and interest payable on any outstanding borrowings.

The commitments under our operating leases shown above consist primarily of lease payments for our corporate

headquarters located in Boston, Massachusetts (see Note 10 to the Condensed Consolidated Financial Statements), our

research and development offices in Hungary, our international sales and marketing offices located in Australia, the

United Kingdom, Ireland, and India, and contractual obligations related to our data centers.
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In December 2015, we amended our current lease for our Budapest, Hungary office space to provide for an expansion
of leased space and to extend the term of the lease. The term of the amended lease will begin in May 2016 and extend
through May 2021. The aggregate amount of minimum lease payments to be made over the term of the lease is
approximately $8.5 million (EUR 7.5 million). The lease agreement required a bank guarantee of $0.5 million

(EUR 0.5 million). The bank guarantee is classified as restricted cash.

In December 2014, we entered into a lease for new office space in Boston, Massachusetts. The lease term began in
December 2015 and will extend through June 2028. The aggregate amount of minimum lease payments to be made
over the term of the lease is $47.0 million. Pursuant to the terms of the lease, the landlord was responsible for making
certain improvements to the leased space up to an agreed upon cost to the landlord. Any excess costs for these
improvements will be billed by the landlord to us as additional rent. We estimate these excess costs to be $4.0 million,
of which $3.4 million was paid as of March 31, 2016. The lease required a security deposit of approximately $3.3
million in the form of an irrevocable, unsecured standby letter of credit. The lease includes an option to extend the
original term of the lease for two successive five year periods.
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Recent Accounting Pronouncements

On May 28, 2014, the Financial Accounting Standards Board ( FASB ) issued ASU 2014-09, Revenue from Contracts
with Customers ( ASU 2014-09 ), its final standard on revenue from contracts with customers. ASU 2014-9 outlines a
single comprehensive model for entities to use in accounting for revenue arising from contracts with customers and
supersedes most current revenue recognition guidance, including industry-specific guidance. The core principle of the
revenue model is that an entity recognizes revenue to depict the transfer of promised goods or services to customers in
an amount that reflects the consideration to which the entity expects to be entitled to in exchange for those goods or
services. In applying the revenue model to contracts within its scope, an entity identifies the contract(s) with a
customer, identifies the performance obligations in the contract, determines the transaction price, allocates the
transaction price to the performance obligations in the contract and recognizes revenue when (or as) the entity satisfies
a performance obligation. ASU 2014-09 applies to all contracts with customers that are within the scope of other

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

On April 14, 2016, the FASB issued ASU 2016-10, Revenue from Contracts with Customers (Topic 606): ldentifying
Performance Obligations and Licensing ( ASU 2016-10 ), which amends certain aspects of the above referenced
revenue standard (ASU 2014-09). This new standard further clarifies the guidance on identifying performance
obligations and the implementation guidance on licensing. The guidance should be adopted concurrent with the
adoption of ASU 2014-09, and is therefore effective for us on January 1, 2018, with early adoption permitted, but not
earlier than January 1, 2017. We are currently assessing the potential impact of the adoption of ASU 2016-10 on our
consolidated financial statements.

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

On March 30, 2016, the FASB issued ASU 2016-09, Compensation Stock Compensation (Topic 718): Improvements
to Employee Share-Based Payment Accounting ( ASU 2016-09 ), which includes multiple provisions intended to
simplify various aspects of the accounting for share-based payments, and is expected to impact net income, EPS, and
the statement of cash flows. The guidance is effective for annual reporting periods beginning after December 15, 2016
and interim periods within those fiscal years, and early adoption is permitted. We are currently assessing the potential
impact of the adoption of ASU 2016-09 on our consolidated financial statements.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

Foreign Currency Exchange Risk. Our results of operations and cash flows are subject to fluctuations due to changes
in foreign currency exchange rates as a majority of our non-U.S. sales are recorded by our Irish subsidiary and as we
incur significant operating expenses in our foreign subsidiaries including our Hungarian research and development
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facilities and our sales and marketing operations in Ireland, the United Kingdom, Australia and India. For the three
months ended March 31, 2015 and 2016, 30% and 28%, respectively, of our revenues were generated by our Irish
subsidiary and 25% and 22%, respectively, of our operating expenses occurred in our international operations in
Hungary, Ireland, the United Kingdom, Australia, India and Brazil.

Currently, our largest exposure to foreign currency exchange rate risk relates to the Euro, British Pound, Hungarian
Forint and the Brazilian Real. To date, changes in foreign currency exchange rates have not had a material impact on
our operations, and we estimate that a change of 20% or less in foreign currency exchange rates would not materially
affect our operations. At this time we do not, but may in the future, enter into any foreign currency hedging programs
or instruments that would hedge or help offset such foreign currency exchange rate risk.

At March 31, 2016, cash and cash equivalents and short-term marketable securities totaled $226.5 million, of which
$140.0 million was held in the United States and $86.5 million was held by our international subsidiaries. Our
invested cash is subject to interest rate fluctuations and, for non-U.S. operations, foreign currency risk. For the three
months ended March 31, 2015 and 2016, our consolidated cash balances were impacted unfavorably by $5.1 million
and favorably by $2.2 million, respectively, due to changes in foreign currencies relative to the U.S. dollar,
particularly the Euro.

Interest Rate Sensitivity. Interest income is sensitive to changes in the general level of U.S. interest rates. However,
based on the nature and current level of our cash and cash equivalents and short-term marketable securities, which
primarily consist of cash, money market instruments, government securities and corporate and agency bonds with
maturities of two years or less, we believe there is no material risk of exposure to changes in the fair value of our cash
and cash equivalents and marketable securities as a result of changes in interest rates.

Interest expense on borrowings under our credit facility is sensitive to changes in interest rates. As of March 31, 2016,
we had $52.5 million outstanding under our variable-rate credit facility. Loans under the credit facility bear interest at
variable rates which reset every 30 to 180 days depending on the rate and period selected by the Company. Interest
rates on this loan will be adjusted at each rollover date to the extent such amounts are not repaid. As of March 31,
2016, the annual rate on the loan was 1.9%. If there was a hypothetical 100 basis point change in interest rates, the
annual net impact to earnings and cash flows would be $0.5 million. This hypothetical change in cash flows and
earnings has been calculated based on the borrowings outstanding at March 31, 2016 and a 100 basis point per annum
change in interest rate applied over a one-year period.
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ITEM 4. CONTROLS AND PROCEDURES

Evaluation of Disclosure Controls and Procedures. Our management, with the participation of our chief executive
officer and chief financial officer, evaluated the effectiveness of our disclosure controls and procedures as of

March 31, 2016. The term  disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the
Exchange Act, means controls and other procedures of a company that are designed to ensure that information
required to be disclosed by a company in the reports that it files or submits under the Exchange Act is recorded,
processed, summarized and reported, within the time periods specified in the SEC s rules and forms. Disclosure
controls and procedures include, without limitation, controls and procedures designed to ensure that information
required to be disclosed by a company in the reports that it files or submits under the Exchange Act is accumulated
and communicated to the company s management, including its principal executive and principal financial officers, as
appropriate to allow timely decisions regarding required disclosure. Management recognizes that any controls and
procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their
objectives and management necessarily applies its judgment in evaluating the cost-benefit relationship of possible
controls and procedures. Based on the evaluation of our disclosure controls and procedures as of March 31, 2016, our
chief executive officer and chief financial officer concluded that, as of such date, our disclosure controls and
procedures were effective at the reasonable assurance level.

Changes in Internal Controls. No changes in our internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act) occurred during the quarter ended March 31, 2016 that have
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION

Item 1. Legal Proceedings

On August 28, 2014, a putative class action complaint was filed against us in the U.S. District Court for the Eastern
District of California (Case No. 1:14-cv-01355) by an individual on behalf of himself and purportedly on behalf of all
other similarly situated individuals, or collectively, the Ignition Plaintiffs. The Ignition Plaintiffs have amended their
initial complaint on February 17, 2015, May 6, 2015 and September 18, 2015. The amended complaint included

claims made under California s False Advertising Law and Unfair Competition Law relating to our sale of our Ignition
for iOS application, or the App, and the Ignition Plaintiffs continued use of the App and sought restitution, damages in
an unspecified amount, attorney s fees and costs, and unspecified equitable and injunctive relief. On January 27, 2016,
the U.S. District Court for the Eastern District of California granted our motion for summary judgment and dismissed
all of the Ignition Plaintiffs claims.

We are from time to time subject to various legal proceedings and claims, either asserted or unasserted, which arise in
the ordinary course of business. While the outcome of these other claims cannot be predicted with certainty,
management does not believe that the outcome of any of these other legal matters will have a material adverse effect
on our results of operations or financial condition.

Item 1A. Risk Factors

Our business is subject to numerous risks. We caution you that the following important factors, among others, could
cause our actual results to differ materially from those expressed in forward-looking statements made by us or on our
behalf in filings with the SEC, press releases, communications with investors and oral statements. Any or all of our
forward-looking statements in this Quarterly Report on Form 10-Q and in any other public statements we make may
turn out to be wrong. They can be affected by inaccurate assumptions we might make or by known or unknown risks
and uncertainties. Many factors mentioned in the discussion below will be important in determining future results.
Consequently, no forward-looking statement can be guaranteed. Actual future results may differ materially from those
anticipated in forward-looking statements. We undertake no obligation to update any forward-looking statements,
whether as a result of new information, future events or otherwise. You are advised, however, to consult any further
disclosure we make in our reports filed with the SEC.

RISKS RELATED TO OUR BUSINESS
We may be unable to maintain profitability.

We reported net income of $8.0 million and $14.6 million for the years ending December 31, 2014 and 2015,
respectively. For the three months ended March 31, 2016, we reported a net loss of $1.1 million. Given our operating
history, we cannot be certain that we will be able to achieve profitability again in the future. Our growth in revenue
and customer base may not be sustainable, and we may not achieve sufficient revenue to achieve or maintain
profitability. We may incur significant losses in the future for a number of reasons, including, but not limited to,
unforeseen expenses, operating difficulties, complications and delays or due to the other risks described in this report.
Accordingly, we may not be able to maintain our profitability, and we may incur significant losses for the foreseeable
future.
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Our quarterly operating results may fluctuate in the future. As a result, we may fail to meet or exceed the
expectations of research analysts or investors, which could cause our stock price to decline.

Our quarterly operating results may fluctuate as a result of a variety of factors, many of which are outside of our
control. If our quarterly operating results or guidance fall below the expectations of research analysts or investors, the
price of our common stock could decline substantially. Fluctuations in our quarterly operating results or guidance may
be due to a number of factors, including, but not limited to, those listed below:

our ability to renew existing customers, increase sales to existing customers and attract new customers;

the amount and timing of operating costs and capital expenditures related to the operation, maintenance and
expansion of our business;

service outages or security breaches;

whether we meet the service level commitments in our agreements with our customers;

changes in our pricing policies or those of our competitors;

our ability to successfully implement strategic business model changes;

the timing and success of new application and service introductions and upgrades by us or our competitors;

changes in sales compensation plans or organizational structure;
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the timing of costs related to the development or acquisition of technologies, services or businesses;

seasonal variations or other cyclicality in the demand for our services;

general economic, industry and market conditions and those conditions specific to Internet usage and online
businesses;
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litigation, including class action litigation, involving our company, our services, or our general industry;

the purchasing and budgeting cycles of our customers;

the financial condition of our customers; and

geopolitical events such as war, threat of war or terrorist acts.
We believe that our quarterly revenue and operating results may vary significantly in the future and that
period-to-period comparisons of our operating results may not be meaningful. You should not rely on past results as
an indication of future performance.

If our services or computer systems are breached our customers may be harmed, our reputation may be damaged
and we may be exposed to significant liabilities.

Our services and computer systems store and transmit confidential data of our customers and their customers, which
may include credit card information, account and device information, passwords and other critical data. Any breach of
the cybersecurity measures we have taken to safeguard this information may subject us to fines and penalties, time
consuming and expensive litigation, trigger indemnification obligations and other contractual liabilities, damage our
reputation and harm our customers and our business.

Cyber-attacks from computer hackers and cyber criminals and other malicious Internet-based activity continue to
increase generally, and our services and systems, including the systems of our outsourced service providers, have been
and may in the future continue to be the target of various forms of cyber-attacks such as DNS attacks, wireless
network attacks, viruses and worms, malicious software, application centric attacks, peer-to-peer attacks, phishing
attempts, backdoor trojans and distributed denial of service (DDoS) attacks. The techniques used by computer hackers
and cyber criminals to obtain unauthorized access to data or to sabotage computer systems change frequently and
generally are not detected until after an incident has occurred. While we make significant efforts to maintain the
security and integrity of our services and computer systems, our cybersecurity measures and the cybersecurity
measures taken by our third-party data center facilities may be unable to anticipate, detect or prevent all attempts to
compromise our systems. If our cybersecurity measures are compromised as a result of third-party action, employee or
customer error, malfeasance, stolen or fraudulently obtained log-in credentials or otherwise, our reputation could be
damaged, our business may be harmed and we could incur significant liabilities.

Many states have enacted laws requiring companies to notify individuals of security breaches involving their personal
data. These mandatory disclosures regarding a security breach may be costly to comply with and may lead to
widespread negative publicity, which may cause our customers to lose confidence in the effectiveness of our
cybersecurity measures. Additionally, some of our customer contracts require us to notify customers in the event of a
security breach and/or indemnify customers from damages they may incur as a result of a breach of our services and
computer systems. There can be no assurance that the limitations of liability provisions in our contracts for a security
breach would be enforceable or would otherwise protect us from any such liabilities or damages with respect to any
particular claim. We also cannot be sure that our existing insurance coverage will continue to be available on
acceptable terms or will be available in sufficient amounts to cover one or more large claims related to a breach of our
services or computer systems. The successful assertion of one or more large claims against us that exceed our
available insurance coverage could have a material adverse effect on our business, financial condition and operating
results.
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Our business strategy includes acquiring or investing in other companies, which may ultimately fail to meet our
expectations, divert our management s attention, result in additional dilution to our stockholders and disrupt our
business and operating results.

As part of our business strategy, we periodically make acquisitions of, or strategic investments in, complementary
businesses, services, technologies and intellectual property rights and we expect that we will continue to make such
acquisitions and strategic investments in the future. Acquisitions of high-technology companies are inherently risky
and negotiating these transactions can be time-consuming, difficult and expensive and our ability to close these
transactions may often be subject to conditions or approvals that are beyond our control. Consequently,
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these transactions, even if undertaken and announced, may not close. In connection with an acquisition, investment or
strategic transaction we may do one or more of the following, which may harm our business and adversely affect our
operating results:

issue additional equity securities that would dilute our stockholders and decrease our earnings per share;

use cash and other resources that we may need in the future to operate our business;

incur debt on terms unfavorable to us or that we are unable to repay;

incur large charges or substantial liabilities; and

become subject to adverse tax consequences, substantial depreciation or deferred compensation charges.
Following an acquisition, the integration of an acquired company may cost more than we anticipate and we may be
subject to unforeseen liabilities arising from an acquired company s past or present operations. These liabilities may be
greater than the warranty and indemnity limitations we negotiate. Any unforeseen liability that is greater than these
warranty and indemnity limitations could have a negative impact on our financial condition. Some of the additional
risks associated with integrating acquired companies may include, but are not limited to:

difficulties and delays integrating the employees, culture, technologies, products and systems of the acquired
companies;

an uncertain revenue and earnings stream from the acquired company, which could dilute our earnings;

being subject to unfavorable revenue recognition or other accounting treatment as a result of an acquired
company s practices;

difficulties retaining the customers of any acquired business due to changes in management or otherwise;

our ongoing business may be disrupted and our management s attention may be diverted by acquisition, transition
or integration activities;

the potential loss of key employees of the acquired company;
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undetected errors or unauthorized use of a third-party s code in products of the acquired companies;

unforeseen or unanticipated legal liabilities which are not discovered by due diligence during the acquisition
process, including stockholder litigation related to the acquisition, third party intellectual property claims or
claims for potential violations of applicable law, rules and regulations, arising from prior or ongoing acts or
omissions by the acquired businesses;

entry into markets in which we have no or limited direct prior experience and where competitors have stronger
market positions and which are highly competitive; and

assuming pre-existing contractual relationships of an acquired company that we would not have

otherwise entered into, the termination or modification of which may be costly or disruptive to our

business.
If we fail to successfully integrate and manage the companies and technologies we acquire, or if an acquisition does
not further our business strategy as we expect, our operating results will be adversely affected. Even if successfully
integrated, there can be no assurance that any of our acquisitions or future acquisitions will be successful in helping us
achieve our financial and strategic goals.

A significant portion of our historical revenues have come from our remote access and support products and any
decline in sales for these products could adversely affect our results of operations and financial condition.

A significant portion of our annual revenues have historically come from our remote access and remote support
business and we continue to anticipate that sales of our remote access and remote support products will constitute a
majority of our revenue for the foreseeable future. Any decline or variability in sales of our remote access and remote
support products could adversely affect our results of operations and financial condition. Declines and variability in
sales of these products could potentially occur as a result of:

the growing use of mobile devices such as smartphones and tablet computers to perform functions that have been
traditionally performed on desktops and laptops, resulting in less demand for these types of remote access
products;
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the introduction of new or alternative technologies, products or service offerings by competitors;

our failure to innovate or introduce new product offerings, features and enhancements;

potential market saturation or our inability to enter into new markets;

increased price and product competition;

dissatisfied customers; or

general weak economic, industry or market conditions.
If sales of our remote access and remote support products decline as a result of these or other factors, our revenue
would decrease and our results of operations and financial condition would be adversely affected.

We may not be able to capitalize on potential emerging market opportunities, like the Internet of Things, and new
services that we introduce may not generate the revenue and earnings we anticipated, which may adversely affect
our business.

Our business strategy involves identifying emerging market opportunities which we can capitalize on by successfully
developing and introducing new services designed to address those market opportunities. We have made and expect to
continue to make significant investments in research and development in an effort to capitalize on potential emerging
market opportunities that we have identified. One such emerging market which we have identified is the Internet of
Things, or IoT, and we have made and expect to continue to make significant investments in our Xively IoT platform.
However, emerging markets and opportunities often take time to fully develop and attract a significant number of
competitors. If the emerging markets we have targeted, such as the IoT, ultimately fail to materialize as we or others
have anticipated or if potential customers choose to adopt solutions offered by our competitors rather than our own,
we may not be able to generate the revenue and earnings we anticipated and our business and results of operations
would be adversely affected.

Assertions by a third party that our services and solutions infringe its intellectual property, whether or not correct,
could subject us to costly and time-consuming litigation or expensive licenses.

There is frequent litigation in the software and technology industries based on allegations of infringement or other
violations of intellectual property rights. We have been, and may in the future be, subject to third party patent
infringement or other intellectual property-related lawsuits as we face increasing competition and become increasingly
visible. Regardless of the merit of these claims, they can be time-consuming, result in costly litigation and diversion of
technical and management personnel or require us to develop a non-infringing technology or enter into license
agreements. There can be no assurance that such licenses will be available on acceptable terms and conditions, if at
all, and although we have previously licensed proprietary technology, we cannot be certain that the owners rights in
such technology will not be challenged, invalidated or circumvented. For these reasons and because of the potential
for court awards that are difficult to predict, it is not unusual to find even arguably unmeritorious claims settled for
significant amounts. In addition, many of our service agreements require us to indemnify our customers from certain
third-party intellectual property infringement claims, which could increase our costs as a result of defending such
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claims and may require that we pay damages if there were an adverse ruling related to any such claims. These types of
claims could harm our relationships with our customers, deter future customers from subscribing to our services or
expose us to further litigation. These costs, monetary or otherwise, associated with defending against third party
allegations of infringement could have negative effects on our business, financial condition and operating results.

If our services are used to commit fraud or other similar intentional or illegal acts, we may incur significant
liabilities, our services may be perceived as not secure and customers may curtail or stop using our services.

Certain services we provide enable direct remote access to third-party computer systems. We do not control the use or
content of information accessed by our customers through our services. If our services are used to commit fraud or
other bad or illegal acts, including, but not limited to, posting, distributing or transmitting any
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software or other computer files that contain a virus or other harmful component, interfering or disrupting third-party
networks, infringing any third party s copyright, patent, trademark, trade secret or other proprietary rights or rights of
publicity or privacy, transmitting any unlawful, harassing, libelous, abusive, threatening, vulgar or otherwise
objectionable material, or accessing unauthorized third-party data, we may become subject to claims for defamation,
negligence or intellectual property infringement and subject to other potential liabilities. As a result, defending such
claims could be expensive and time-consuming, and we could incur significant liability to our customers and to
individuals or businesses who were the targets of such acts. As a result, our business may suffer and our reputation
may be damaged.

We depend on search engines to attract a significant percentage of our customers, and if those search engines
change their listings or increase their pricing, it would limit our ability to attract new customers.

Many of our customers locate our website through search engines, such as Google. Search engines typically provide
two types of search results, algorithmic and purchased listings, and we rely on both types. Algorithmic listings cannot
be purchased and are determined and displayed solely by a set of formulas designed by the search engine. Search
engines revise their algorithms from time to time in an attempt to optimize search result listings. If the search engines
on which we rely for algorithmic listings modify their algorithms in a manner that reduces the prominence of our
listing, fewer potential customers may click through to our website, requiring us to resort to other costly resources to
replace this traffic. Any failure to replace this traffic could reduce our revenue and increase our costs. In addition,
costs for purchased listings have increased in the past and may increase in the future, and further increases could have
negative effects on our financial condition.

If we are unable to attract new customers to our services on a cost-effective basis, our revenue and results of
operations will be adversely affected.

We must continue to attract a large number of customers on a cost-effective basis, many of whom have not previously
used cloud-based, remote-connectivity solutions. We rely on a variety of marketing methods to attract new customers
to our services, such as paying providers of online services and search engines for advertising space and priority
placement of our website in response to Internet searches. Our ability to attract new customers also depends on the
competitiveness of the pricing of our services. If our current marketing initiatives are not successful or become
unavailable, if the cost of such initiatives were to significantly increase, or if our competitors offer similar services at
lower prices, we may not be able to attract new customers on a cost-effective basis and, as a result, our revenue and
results of operations would be adversely affected.

If we are unable to retain our existing customers, our revenue and results of operations would be adversely
affected.

We sell our services pursuant to agreements that are generally one year in duration. Our customers have no obligation
to renew their subscriptions after their subscription period expires, and these subscriptions may not be renewed on the
same or on more profitable terms. As a result, our ability to grow depends in part on subscription renewals. We may
not be able to accurately predict future trends in customer renewals, and our customers renewal rates may decline or
fluctuate because of several factors, including their satisfaction or dissatisfaction with our services, the prices of our
services, the prices of services offered by our competitors or reductions in our customers spending levels. If our
customers do not renew their subscriptions for our services, renew on less favorable terms, or do not purchase
additional functionality or subscriptions, our revenue may grow more slowly than expected or decline, and our
profitability and gross margins may be harmed.

If we fail to convert our free users to paying customers, our revenue and financial results will be harmed.

Table of Contents 68



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

A significant portion of our user base utilizes our services free of charge through our free services or free trials of our
premium services. We seek to convert these free and trial users to paying customers of our premium services. If our
rate of conversion suffers for any reason, our revenue may decline and our business may suffer.
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If our efforts to build a strong brand identity are not successful, we may not be able to attract or retain subscribers
and our operating results may be adversely affected.

We believe that building and maintaining a strong brand identity plays an important role in attracting and retaining
subscribers to our services, who may have other options from which to obtain their remote connectivity services. In
order to build a strong brand, we believe that we must continue to offer innovative remote connectivity services that
our subscribers value and enjoy using, and also market and promote those services through effective marketing
campaigns, promotions and communications with our user base. From time-to-time, subscribers may express
dissatisfaction with our services or react negatively to our strategic business decisions, such as changes that we make
in pricing, features or service offerings, including the discontinuance of our free services. To the extent that user
dissatisfaction with our services or strategic business decisions is widespread or not adequately addressed, our overall
brand identity may suffer and as a result our ability to attract and retain subscribers may be adversely affected, which
could adversely affect our operating results.

The markets in which we participate are competitive, with low barriers to entry, and if we do not compete
effectively, our operating results may be harmed.

The markets for remote-connectivity solutions are competitive and rapidly changing, with relatively low barriers to
entry. With the introduction of new technologies and market entrants, we expect competition to intensify in the future.
In addition, pricing pressures and increased competition generally could result in reduced sales, reduced margins or
the failure of our services to achieve or maintain widespread market acceptance. Often we compete against existing
services that our potential customers have already made significant expenditures to acquire and implement.

Certain of our competitors offer, or may in the future offer, lower priced, or free, products or services that compete
with our services. This competition may result in reduced prices and a substantial loss of customers for our services or
a reduction in our revenue.

Many of our services directly compete with large, established competitors like Citrix Systems GoTo division and
WebEx (a division of Cisco Systems), and certain of our services also compete with current or potential services
offered by companies like Adobe, AgileBits, Apple, Ayla Networks, BlueJeans Networks, Box, Dashlane, Dropbox,
GFI, Google, IBM, KeePass, LivePerson, Microsoft, OKTA, Oracle, PTC, Splashtop, TeamViewer and Zoom Video
Communications. Many of our actual and potential competitors enjoy competitive advantages over us, such as greater
name recognition, longer operating histories, more varied services and larger marketing budgets, as well as
substantially greater financial, technical and other resources. In addition, many of our competitors have established
marketing relationships, access to larger customer bases and have major distribution agreements with consultants,
system integrators and resellers.

In November 2015, Citrix Systems announced plans to spin-off its GoTo division. The impact of such a spin-off
remains to be determined and may result in uncertainty in the markets in which we compete.

If we are not able to compete effectively for any of these reasons, our operating results will be harmed.

Industry consolidation may result in increased competition.

Some of our competitors have made or may make acquisitions or may enter into partnerships or other strategic
relationships to offer a more comprehensive service than they individually had offered. In addition, new entrants not
currently considered to be competitors may enter the market through acquisitions, partnerships or strategic

relationships. We expect these trends to continue as companies attempt to strengthen or maintain their market
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positions. Many of the companies driving this trend have significantly greater financial, technical and other resources
than we do and may be better positioned to acquire and offer complementary services and technologies. The
companies resulting from such combinations may create more compelling service offerings and may offer greater
pricing flexibility than we can or may engage in business practices that make it more difficult for us to compete
effectively, including on the basis of price, sales and marketing programs, technology or service functionality. These
pressures could result in a substantial loss of customers or a reduction in our revenues.

37

Table of Contents 71



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

Table of Conten

We may not be able to respond to rapid technological changes in time to address the needs of our customers, which
could have a material adverse effect on our sales and profitability.

The cloud-based remote-connectivity services market is characterized by rapid technological change, the frequent
introduction of new services and evolving industry standards. Our ability to remain competitive will depend in large
part on our ability to continue to enhance our existing services and develop new service offerings that keep pace with
the market s rapid technological developments. Additionally, to achieve market acceptance for our services, we must
effectively anticipate and offer services that meet changing customer demands in a timely manner. Customers may
require features and capabilities that our current services do not have. If we fail to develop services that satisfy
customer requirements in a timely and cost-effective manner, our ability to renew our services with existing customers
and our ability to create or increase demand for our services will be harmed and our revenue and results of operations
would be adversely affected.

We use a limited number of data centers to deliver our services. Any disruption of service at these facilities could
harm our business.

The majority of our services are hosted from third-party data center facilities located throughout the world. We do not
control the operation of these facilities. The owners of our data center facilities have no obligation to renew their
agreements with us on commercially reasonable terms, or at all. If we are unable to renew these agreements on
commercially reasonable terms, we may be required to transfer to new data center facilities, and we may incur
significant costs and possible service interruption in connection with doing so.

Any changes in third-party service levels at our data centers or any errors, defects, disruptions or other performance
problems with our services could harm our reputation and may damage our customers businesses. Interruptions in our
services might reduce our revenue, cause us to issue credits to customers, subject us to potential liability, cause
customers to terminate their subscriptions or harm our renewal rates.

Our data centers are vulnerable to damage or interruption from human error, intentional bad acts, pandemics,
earthquakes, hurricanes, floods, fires, war, terrorist attacks, power losses, hardware failures, systems failures,
telecommunications failures and similar events. At least one of our data facilities is located in an area known for
seismic activity, increasing our susceptibility to the risk that an earthquake could significantly harm the operations of
these facilities. The occurrence of a natural disaster, an act of terrorism, vandalism or other misconduct, a decision to
close the facilities without adequate notice or other unanticipated problems could result in lengthy interruptions in our
services.

Failure to comply with credit card processing standards may cause us to lose the ability to offer our customers a
credit card payment option, which would increase our costs of processing customer orders and make our services
less attractive to our customers, the majority of which purchase our services with a credit card.

Major credit card issuers have adopted credit card processing standards and have incorporated these standards into
their contracts with us. If we fail to maintain our compliance with the credit card processing and documentation
standards adopted by the major credit card issuers and applicable to us, these issuers could terminate their agreements
with us, and we could lose our ability to offer our customers a credit card payment option. Most of our individual and
SMB customers purchase our services online with a credit card, and our business depends substantially upon our
ability to offer the credit card payment option. Any loss of our ability to offer our customers a credit card payment
option would make our services less attractive to them and hurt our business. Our administrative costs related to
customer payment processing would also increase significantly if we were not able to accept credit card payments for
our services.

Table of Contents 72



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

Evolving regulations and legal obligations related to data privacy, data protection and information security and our
actual or perceived failure to comply with such obligations, could have an adverse effect on our business.

Our handling of the data we collect from our customers, as further described in our privacy policy, and our processing
of personally identifiable information and data of our customers customers through the services we provide, is subject
to a variety of laws and regulations, which have been adopted by various federal, state and
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foreign governments to regulate the collection, distribution, use and storage of personal information of individuals.
Several foreign countries in which we conduct business, including the European Union and Canada, currently have in
place, or have recently proposed, laws or regulations concerning privacy, data protection and information security,
which are more restrictive than those imposed in the United States. Some of these laws are in their early stages and we
cannot yet determine the impact these revised laws and regulations, if implemented, may have on our business.
However, any failure or perceived failure by us to comply with these privacy laws, regulations, policies or obligations
or any security incident that results in the unauthorized release or transfer of personally identifiable information or
other customer data in our possession, could result in government enforcement actions, litigation, fines and penalties
and/or adverse publicity, all of which could have an adverse effect on our reputation and business.

We have in the past relied on the U.S. Department of Commerce s Safe Harbor Privacy Principles and compliance with
the U.S.-EU and U.S.-Swiss Safe Harbor Frameworks as a means for legitimizing the transfer of personally

identifiable information from the European Economic Area, or EEA, to the United States. However, in October 2015,
the European Union Court of Justice, or ECJ, ruled that the U.S. EU Safe Harbor Framework is no longer deemed to
be a valid method of transfer of data outside of the EEA. In response to the ECJ s opinion, we have been working to
implement alternative methods to transfer data from the EEA to the U.S. However, we may ultimately be unsuccessful
in establishing an acceptable means for the transfer of data from the EEA.

Data protection regulation remains an area of increased focus in all jurisdictions and data protection regulations
continue to evolve. There is no assurance that we will be able to meet new requirements that may be imposed on the
transfer of personally identifiable information from the EU to the U.S. without incurring substantial expense or at all.
European and/or multi-national customers may be reluctant to purchase or continue to use our services due to
concerns regarding their data protection obligations. In addition, we may be subject to claims, legal proceedings or
other actions by individuals or governmental authorities if they have reason to believe that our data privacy or security
measures fail to comply with current or future laws and regulations.

We are required to comply with certain financial and operating covenants under our credit facility; any failure to
comply with those covenants could cause amounts borrowed under the facility to become immediately due and
payable or prevent us from borrowing under the facility.

Our credit facility, which consists of a $150 million secured revolving loan (and which may be increased by an
additional $50 million if the existing or additional lenders are willing to make such increased commitments) which is
available through February 18, 2020, at which time any amounts outstanding will be due and payable in full. As of
April 29, 2016, we had $45 million of outstanding borrowings under the credit facility. We may wish to borrow
additional amounts under the facility in the future for general corporate purposes, including, but not limited to, the
potential acquisition of complementary products or businesses, share repurchases, as well as for working capital.

We are required to comply with certain financial and operating covenants which limit our ability to operate our
business as we otherwise might operate it. Our failure to comply with any of these covenants or to meet any payment
obligations under the facility could result in an event of default which, if not cured or waived, would result in any
amounts outstanding, including any accrued interest and unpaid fees, becoming immediately due and payable. We
might not have sufficient working capital or liquidity to satisfy any repayment obligations in the event of an
acceleration of those obligations. In addition, if we are not in compliance with the financial and operating covenants at
the time we wish to borrow additional funds, we will be unable to borrow such funds.

If we fail to manage our growth effectively, we may be unable to execute our business plan, maintain high levels of
service or address competitive challenges adequately.
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For the last three fiscal years, our revenue has grown from $166.3 million in 2013 to $222.0 million in 2014 and to
$271.6 million in 2015. Our growth has placed, and may continue to place, a significant strain on our managerial,
administrative, operational, financial and other resources. We intend to further expand our overall business, customer
base, headcount and operations both domestically and internationally. Creating a global organization and managing a
geographically dispersed workforce will require substantial management effort and significant additional investment
in our infrastructure. We will be required to continue to improve our operational, financial and management controls
and our reporting procedures and we may not be able to do so effectively. As such, we may be unable to manage our
expenses effectively in the future, which may negatively impact our gross profit or operating expenses in any
particular quarter.
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The loss of key employees or an inability to attract and retain additional personnel may impair our ability to grow
our business.

We are highly dependent upon the continued service and performance of our executive management team as well as
other key technical and sales employees. These key employees are not party to an employment agreement with us, and
they may terminate employment with us at any time with no advance notice. The replacement of these key employees
likely would involve significant time and costs, and the loss of these key employees may significantly delay or prevent
the achievement of our business objectives.

We face intense competition for qualified individuals from numerous technology, software and manufacturing
companies. For example, our competitors may be able attract and retain a more qualified engineering team by offering
more competitive compensation packages. If we are unable to attract new engineers and retain our current engineers,
we may not be able to develop and maintain our services at the same levels as our competitors and we may, therefore,
lose potential customers and sales penetration in certain markets. Our failure to attract and retain suitably qualified
individuals could have an adverse effect on our ability to implement our business plan and, as a result, our ability to
compete would decrease, our operating results would suffer and our revenues would decrease.

Our long-term success depends, in part, on our ability to expand the sales of our services to customers located
outside of the United States, and thus our business is susceptible to risks associated with international sales and
operations.

We currently maintain offices and have sales personnel outside of the United States and are expanding our
international operations. Our international expansion efforts may not be successful. In addition, conducting

international operations subjects us to new risks that we have not generally faced in the United States. These risks
include:

localization of our services, including translation into foreign languages and adaptation for local practices and
regulatory requirements;

lack of familiarity with and unexpected changes in foreign regulatory requirements;

longer accounts receivable payment cycles and difficulties in collecting accounts receivable;

difficulties in managing and staffing international operations;

fluctuations in currency exchange rates;

potentially adverse tax consequences, including the complexities of foreign value added or other tax systems and
restrictions on the repatriation of earnings;
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dependence on certain third parties, including channel partners with whom we do not have extensive experience;

the burdens of complying with a wide variety of foreign laws and legal standards;

increased financial accounting and reporting burdens and complexities;

political, social and economic instability abroad, terrorist attacks and security concerns in general; and

reduced or varied protection for intellectual property rights in some countries.
Operating in international markets also requires significant management attention and financial resources. The
investment and additional resources required to establish operations and manage growth in other countries may not
produce desired levels of revenue or profitability.
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Failure to effectively and efficiently service SMBs would adversely affect our ability to increase our revenue.

We market and sell a significant amount of our services to SMBs. SMBs are challenging to reach, acquire and retain
in a cost-effective manner. To grow our revenue quickly, we must add new customers, sell additional services to
existing customers and encourage existing customers to renew their subscriptions. Selling to and retaining SMBs is
more difficult than selling to and retaining large enterprise customers because SMB customers generally:

have high failure rates;

are price sensitive;

are difficult to reach with targeted sales campaigns;

have high churn rates in part because of the scale of their businesses and the ease of switching services; and

generate less revenue per customer and per transaction.
In addition, SMBs frequently have limited budgets and may choose to spend funds on items other than our services.
Moreover, SMBs are more likely to be significantly affected by economic downturns than larger, more established
companies, and if these organizations experience economic hardship, they may be unwilling or unable to expend
resources on IT.

If we are unable to market and sell our services to SMBs with competitive pricing and in a cost-effective manner, our
ability to grow our revenue quickly and become profitable will be harmed.

Original equipment manufacturers may adopt solutions provided by our competitors.

Original equipment manufacturers may in the future seek to build the capability for remote-connectivity solutions into
their products. We may compete with our competitors to sell our services to, or partner with, these manufacturers. Our
ability to attract and partner with these manufacturers will, in large part, depend on the competitiveness of our
services. If we fail to attract or partner with, or our competitors are successful in attracting or partnering with, these
manufacturers, our revenue and results of operations would be affected adversely.

If we fail to maintain proper and effective internal controls, our ability to produce accurate and timely financial
statements could be impaired, which could harm our operating results, our ability to operate our business and
investors views of us.

Ensuring that we have adequate internal financial and accounting controls and procedures in place so that we can
produce accurate financial statements on a timely basis is a costly and time-consuming effort. Our internal controls
over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements in accordance with generally accepted accounting principles in
the United States of America. In addition, Section 404 of the Sarbanes-Oxley Act of 2002, or the Sarbanes-Oxley Act,
requires an annual management assessment of the effectiveness of our internal controls over financial reporting and a
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report from our independent registered public accounting firm addressing the effectiveness of our internal controls
over financial reporting. We have documented, tested and improved, to the extent necessary, our internal controls over
financial reporting for the year ended December 31, 2015. If in the future we are not able to comply with the
requirements of Section 404 of the Sarbanes-Oxley Act in a timely manner, or if as part of our process of documenting
and testing our internal controls over financial reporting, we or our independent registered public accounting firm
identify deficiencies or areas for further attention and improvement, implementing appropriate changes to our internal
controls may distract our officers and employees, entail substantial costs to modify our existing processes and take
significant time to complete. These changes may not, however, be effective in maintaining the adequacy of our
internal controls, and any failure to maintain that adequacy, or consequent inability to produce accurate financial
statements on a timely basis, could increase our operating costs and harm our business. In addition, investors
perceptions that our internal controls are inadequate or that we are unable to produce accurate financial statements on
a timely basis may harm our stock price and make it more difficult for us to effectively market and sell our services to
new and existing customers.
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We provide minimum service level commitments to some of our customers, the failure of which to meet could cause
us to issue credits for future services or pay penalties, which could significantly harm our revenue.

Some of our customer agreements now, and may in the future, provide minimum service level commitments regarding
items such as uptime, functionality or performance. If we are unable to meet the stated service level commitments for
these customers or our services suffer extended periods of unavailability, we are or may be contractually obligated to
provide these customers with credits for future services or pay other penalties. Our revenue could be significantly
impacted if we are unable to meet our service level commitments and are required to provide a significant amount of
our services at no cost or pay other penalties. We do not currently have any reserves on our balance sheet for these
commitments.

If we do not effectively expand and train our work force, our future operating results will suffer.

We plan to continue to expand our work force both domestically and internationally to increase our customer base and
revenue. We believe that there is significant competition for qualified personnel with the skills and technical
knowledge that we require. Our ability to achieve significant revenue growth will depend, in large part, on our success
in recruiting, training and retaining sufficient numbers of personnel to support our growth. New hires require
significant training and, in most cases, take significant time before they achieve full productivity. Our recent hires and
planned hires may not become as productive as we expect, and we may be unable to hire or retain sufficient numbers
of qualified individuals. If our recruiting, training and retention efforts are not successful or do not generate a
corresponding increase in revenue, our business will be harmed.

Our sales cycles for enterprise customers can be long, unpredictable and require considerable time and expense,
which may cause our operating results to fluctuate.

The timing of our revenue from sales to enterprise customers is difficult to predict. These efforts require us to educate
our customers about the use and benefit of our services, including the technical capabilities and potential cost savings
to an organization. Enterprise customers typically undertake a significant evaluation process that has in the past
resulted in a lengthy sales cycle, typically several months. We spend substantial time, effort and money on our
enterprise sales efforts without any assurance that our efforts will produce any sales. In addition, service subscriptions
are frequently subject to budget constraints and unplanned administrative, processing and other delays. If sales
expected from a specific customer for a particular quarter are not realized in that quarter or at all, our results could fall
short of public expectations and our business, operating results and financial condition could be adversely affected.

Adpverse economic conditions or reduced IT spending may adversely impact our revenues and profitability.

Our business depends on the overall demand for IT and on the economic health of our current and prospective
customers. The use of our service is often discretionary and may involve a commitment of capital and other resources.
Weak economic conditions in the United States, European Union and other key international economies may affect

the rate of IT spending and could adversely impact our customers ability or willingness to purchase our services, delay
prospective customers purchasing decisions, reduce the value or duration of their subscription contracts, or affect
renewal rates, all of which could have an adverse effect on our business, operating results and financial condition.

Our success depends in large part on our ability to protect and enforce our intellectual property rights.
We rely on a combination of copyright, service mark, trademark and trade secret laws, as well as confidentiality
procedures and contractual restrictions, to establish and protect our proprietary rights, all of which provide only

limited protection. In addition, we have thirteen issued patents and eleven patents pending, and we are in the process
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of filing additional patents. We cannot assure you that any patents will issue from our currently pending patent
applications in a manner that gives us the protection that we seek, if at all, or that any future patents issued to us will
not be challenged, invalidated or circumvented. Any patents that may issue in the future from pending or future patent
applications may not provide sufficiently broad protection or they may not
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prove to be enforceable in actions against alleged infringers. Also, we cannot assure you that any future service mark
or trademark registrations will be issued for pending or future applications or that any registered service marks or
trademarks will be enforceable or provide adequate protection of our proprietary rights.

We endeavor to enter into agreements with our employees and contractors and agreements with parties with whom we
do business to limit access to and disclosure of our proprietary information. The steps we have taken, however, may
not prevent unauthorized use or the reverse engineering of our technology. Moreover, others may independently
develop technologies that are competitive to ours or infringe our intellectual property. Enforcement of our intellectual
property rights also depends on our successful legal actions against these infringers, but these actions may not be
successful, even when our rights have been infringed.

Furthermore, effective patent, trademark, service mark, copyright and trade secret protection may not be available in
every country in which our services are available. In addition, the legal standards relating to the validity,
enforceability and scope of protection of intellectual property rights in Internet-related industries are uncertain and
still evolving.

Our use of open source software could negatively affect our ability to sell our services and subject us to possible
litigation.

A portion of the technologies we license incorporate so-called open source software, and we may incorporate
additional open source software in the future. Open source software is generally licensed by its authors or other third
parties under open source licenses. If we fail to comply with these licenses, we may be subject to certain conditions,
including requirements that we offer our services that incorporate the open source software for no cost, that we make
available source code for modifications or derivative works we create based upon, incorporating or using the open
source software and/or that we license such modifications or derivative works under the terms of the particular open
source license. If an author or other third party that distributes such open source software were to allege that we had
not complied with the conditions of one or more of these licenses, we could be required to incur significant legal
expenses defending against such allegations and could be subject to significant damages, enjoined from the sale of our
services that contained the open source software and required to comply with the foregoing conditions, which could
disrupt the distribution and sale of some of our services.

We rely on third-party software, including server software and licenses from third parties to use patented
intellectual property that is required for the development of our services, which may be difficult to obtain or which
could cause errors or failures of our services.

We rely on software licensed from third parties to offer our services, including server software from Microsoft and
patented third-party technology. In addition, we may need to obtain future licenses from third parties to use
intellectual property associated with the development of our services, which might not be available to us on acceptable
terms, or at all. Any loss of the right to use any software required for the development and maintenance of our services
could result in delays in the provision of our services until equivalent technology is either developed by us, or, if
available, is identified, obtained and integrated, which could harm our business. Any errors or defects in third-party
software could result in errors or a failure of our services which could harm our business.

Material defects or errors in the software we use to deliver our services could harm our reputation, result in
significant costs to us and impair our ability to sell our services.

The software applications underlying our services are inherently complex and may contain material defects or errors,
particularly when first introduced or when new versions or enhancements are released. We have from time to time
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found defects in our services, and new errors in our existing services may be detected in the future. Any defects that
cause interruptions to the availability of our services could result in:

a reduction in sales or delay in market acceptance of our services;

sales credits or refunds to our customers;

loss of existing customers and difficulty in attracting new customers;
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diversion of development resources;

harm to our reputation; and

increased insurance costs.
After the release of our services, defects or errors may also be identified from time to time by our internal team and by
our customers. The costs incurred in correcting any material defects or errors in our services may be substantial and
could harm our operating results.

Government regulation of the Internet and e-commerce and of the international exchange of certain technologies
is subject to possible unfavorable changes, and our failure to comply with applicable regulations could harm our
business and operating results.

As Internet commerce continues to evolve, increasing regulation by federal, state or foreign governments becomes
more likely. For example, we believe increased regulation is likely in the area of data privacy, and laws and
regulations applying to the solicitation, collection, processing or use of personal or consumer information could affect
our customers ability to use and share data, potentially reducing demand for our products and services. In addition,
taxation of products and services provided over the Internet or other charges imposed by government agencies or by
private organizations for accessing the Internet may also be imposed. Any regulation imposing greater fees for
Internet use or restricting the exchange of information over the Internet could result in reduced growth or a decline in
the use of the Internet and could diminish the viability of our Internet-based services, which could harm our business
and operating results.

Our software products contain encryption technologies, certain types of which are subject to U.S. and foreign export
control regulations and, in some foreign countries, restrictions on importation and/or use. We have submitted our
encryption products for technical review under U.S. export regulations and have received the necessary approvals.
Any failure on our part to comply with encryption or other applicable export control requirements could result in
financial penalties or other sanctions under the U.S. export regulations, which could harm our business and operating
results. Foreign regulatory restrictions could impair our access to technologies that we seek for improving our
products and services and may also limit or reduce the demand for our products and services outside of the United
States.

Our operating results may be harmed if we are required to collect sales or other related taxes for our subscription
services in jurisdictions where we have not historically done so.

Primarily due to the nature of our services in certain states and countries, we do not believe we are required to collect
sales or other related taxes from our customers in certain states or countries. However, one or more other states or
countries may seek to impose sales or other tax collection obligations on us, including for past sales by us or our
resellers and other partners. A successful assertion that we should be collecting sales or other related taxes on our
services could result in substantial tax liabilities for past sales, discourage customers from purchasing our services or
otherwise harm our business and operating results.

Our business is substantially dependent on market demand for, and acceptance of, the cloud-based model for the
use of software.
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We derive, and expect to continue to derive, substantially all of our revenue from the sale of cloud-based services. As
a result, widespread acceptance and use of the cloud-based business model is critical to our future growth and success.
Under the perpetual or periodic license model for software procurement, users of the software typically run
applications on their hardware. Because companies are generally predisposed to maintaining control of their IT
systems and infrastructure, there may be resistance to the concept of accessing the functionality that software provides
as a service through a third party. If the market for cloud-based, software solutions ceases to grow or grows more
slowly than we currently anticipate, demand for our services could be negatively affected.
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Our success depends on our customers continued high-speed access to the Internet and the continued reliability
of the Internet infrastructure.

Because our services are designed to work over the Internet, our revenue growth depends on our customers high-speed
access to the Internet, as well as the continued maintenance and development of the Internet infrastructure. The future
delivery of our services will depend on third-party Internet service providers to expand high-speed Internet access, to
maintain a reliable network with the necessary speed, data capacity and security, and to develop complementary
products and services, including high-speed modems, for providing reliable and timely Internet access and services.
The success of our business depends directly on the continued accessibility, maintenance and improvement of the
Internet as a convenient means of customer interaction, as well as an efficient medium for the delivery and distribution
of information by businesses to their employees. All of these factors are out of our control.

To the extent that the Internet continues to experience increased numbers of users, frequency of use or bandwidth
requirements, the Internet may become congested and be unable to support the demands placed on it, and its
performance or reliability may decline. Any future Internet outages or delays could adversely affect our ability to
provide services to our customers.

RISKS RELATED TO OWNERSHIP OF OUR COMMON STOCK

Our failure to raise additional capital or generate the cash flows necessary to expand our operations and invest in
our services could reduce our ability to compete successfully.

We may need to raise additional funds, and we may not be able to obtain additional debt or equity financing on
favorable terms, if at all. If we raise additional equity financing, our stockholders may experience significant dilution
of their ownership interests, and the per share value of our common stock could decline. If we engage in debt
financing, we may be required to accept terms that restrict our ability to pay dividends or make distributions, incur

additional indebtedness and force us to maintain specified liquidity or other ratios. If we need additional capital and
cannot raise it on acceptable terms, we may not be able to, among other things:

develop or enhance our services;

continue to expand our development, sales and marketing organizations;

acquire complementary technologies, products or businesses;

expand our operations, in the United States or internationally;

hire, train and retain employees; or

respond to competitive pressures or unanticipated working capital requirements.

Our stock price may be volatile, and the market price of our common stock may drop in the future.
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During the period from our IPO in July 2009 through April 28, 2016, our common stock has traded as high as $75.42
and as low as $15.15. An active, liquid and orderly market for our common stock may not be sustained, which could
depress the trading price of our common stock. Some of the factors that may cause the market price of our common
stock to fluctuate include:

fluctuations in our quarterly financial results or the quarterly financial results of companies perceived to be
similar to us;

fluctuations in our recorded revenue, even during periods of significant sales order activity;

changes in estimates of our financial results or recommendations by securities analysts;

failure of any of our services to achieve or maintain market acceptance;

changes in market valuations of companies perceived to be similar to us;

announcements regarding changes to our current or planned products or services;
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success of competitive companies, products or services;

changes in our capital structure, such as future issuances of securities or the incurrence of debt;

announcements by us or our competitors of significant new services, contracts, acquisitions or strategic alliances;

regulatory developments in the United States, foreign countries or both;

litigation, including stockholder litigation and/or class action litigation, involving our company, our services or
our general industry, as well as announcements regarding developments in on-going litigation matters;

additions or departures of key personnel;

general perception of the future of the remote-connectivity market or our services;

investors general perception of us; and

changes in general economic, industry and market conditions.
In addition, if the market for technology stocks or the stock market in general experiences a loss of investor
confidence, the trading price of our common stock could decline for reasons unrelated to our business, financial
condition or results of operations. If any of the foregoing occurs, it could cause our stock price to fall and may expose
us to class action lawsuits that, even if unsuccessful, could be costly to defend and a distraction to management.

A significant portion of our total outstanding shares may be sold into the public market at any time, which could
cause the market price of our common stock to drop significantly, even if our business is doing well.

If our existing stockholders sell a large number of shares of our common stock or the public market perceives that
such existing stockholders might sell shares of common stock, the trading price of our common stock could decline
significantly.

If securities or industry analysts do not publish or cease publishing research or reports about us, our business or
our market, or if they publish a negative report or change their recommendations regarding our stock adversely,
our stock price and trading volume could decline.

The trading market for our common stock is influenced by the research and reports that industry or securities analysts
publish about us, our business, our market or our competitors. If any of the analysts who cover us or may cover us in
the future publish a negative report or change their recommendation regarding our stock adversely, or provide more
favorable relative recommendations about our competitors, our stock price would likely decline. If any analyst who
covers us or may cover us in the future were to cease coverage of our company or fail to regularly publish reports on
us, we could lose visibility in the financial markets, which in turn could cause our stock price or trading volume to
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decline.

Our management has broad discretion over the use of our existing cash resources and might not use such funds in
ways that increase the value of our common stock.

Our management will continue to have broad discretion to use our cash resources. Our management might not apply
these cash resources in ways that increase the value of our common stock.

We do not expect to declare any dividends in the foreseeable future.
We do not anticipate declaring any cash dividends to holders of our common stock in the foreseeable future.

Consequently, stockholders must rely on sales of their common stock after price appreciation, which may never occur,
as the only way to realize any future gains on the value of their shares of our common stock.
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As a public company, we incur significant additional costs which could harm our operating results.

As a public company, we incur significant legal, accounting and other expenses, including costs associated with public
company reporting requirements. We also have incurred and will continue to incur costs associated with current
corporate governance requirements, including requirements under Section 404 and other provisions of the
Sarbanes-Oxley Act, as well as rules implemented by the Securities and Exchange Commission, or SEC, and The
NASDAQ Global Select Market. The expenses incurred by public companies for reporting and corporate governance
purposes have increased dramatically. We expect these rules and regulations to substantially increase our legal and
financial compliance costs and to make some activities more time-consuming and costly. We also expect these new
rules and regulations may make it more difficult and more expensive for us to maintain director and officer liability
insurance, and we may be required to accept reduced policy limits and coverage or incur substantially higher costs to
obtain the same or similar coverage previously available. As a result, it may be more difficult for us to attract and
retain qualified individuals to serve on our board of directors or as our executive officers.

Certain stockholders could attempt to influence changes within the Company which could adversely affect the
Company s operations, financial condition and the value of our common stock.

Our stockholders may from time-to-time seek to acquire a controlling stake in our company, engage in proxy
solicitations, advance shareholder proposals or otherwise attempt to effect changes. Campaigns by stockholders to
effect changes at publicly traded companies are sometimes led by investors seeking to increase short-term stockholder
value through actions such as financial restructuring, increased debt, special dividends, stock repurchases or sales of
assets or the entire company. Responding to proxy contests and other actions by activist stockholders can be costly
and time-consuming, disrupting our operations and diverting the attention of our Board of Directors and senior
management from the pursuit of business strategies. These actions could adversely affect our operations, financial
condition and the value of our common stock.

Anti-takeover provisions contained in our certificate of incorporation and bylaws, as well as provisions of
Delaware law, could impair a takeover attempt.

Our certificate of incorporation, bylaws and Delaware law contain provisions that could have the effect of rendering

more difficult or discouraging an acquisition deemed undesirable by our board of directors. Our corporate governance
documents include provisions:

authorizing blank check preferred stock, which could be issued with voting, liquidation, dividend and other rights
superior to our common stock;

limiting the liability of, and providing indemnification to, our directors and officers;

limiting the ability of our stockholders to call and bring business before special meetings and to take action by
written consent in lieu of a meeting;

requiring advance notice of stockholder proposals for business to be conducted at meetings of our stockholders
and for nominations of candidates for election to our board of directors;
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controlling the procedures for the conduct and scheduling of board of directors and stockholder meetings;

providing the board of directors with the express power to postpone previously scheduled annual meetings and to
cancel previously scheduled special meetings;

limiting the determination of the number of directors on our board of directors and the filling of vacancies or
newly created seats on the board to our board of directors then in office; and

providing that directors may be removed by stockholders only for cause.
These provisions, alone or together, could delay hostile takeovers and changes in control of our company or changes
in our management.

As a Delaware corporation, we are also subject to provisions of Delaware law, including Section 203 of the Delaware
General Corporation law, which prevents some stockholders holding more than 15% of our outstanding

47

Table of Contents 91



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

Table of Conten

common stock from engaging in certain business combinations without approval of the holders of substantially all of
our outstanding common stock. Any provision of our certificate of incorporation or bylaws or Delaware law that has
the effect of delaying or deterring a change in control could limit the opportunity for our stockholders to receive a
premium for their shares of our common stock, and could also affect the price that some investors are willing to pay
for our common stock.

Item 2. Unregistered Sales of Equity Securities and Use of Proceeds

(a) Sales of Unregistered Securities

We did not sell any unregistered securities in the three months ended March 31, 2016.

(b) Use of Proceeds
We did not receive any proceeds from the sale of unregistered securities in the three months ended March 31, 2016.

(c) Purchases of Equity Securities

ey

Maximum
Number (or
Total Approximate
Number of  Dollar Value)
Shares of Shares
Purchased that
as Part of may yet be
Total Publicly Purchased
Number Average  Announced Under the
of Shares Price Plans or Plans or
Period Purchased per Share Programs(l) Programs(1)
January 1, 2016 January 31, 2016 25,563 § 5548 25,563  § 54,921,371
February 1, 2016 February 29, 2016 31,053 $ 48.11 31,053  § 53,427,378
March 1,2016 March 31, 2016 107,511  $ 50.74 107,511  $ 47,972,536
Total 164,127  $ 50.98 164,127

On October 20, 2014, our board of directors approved a $75 million share repurchase program. Share repurchases
are made from time-to-time in the open market, in privately negotiated transactions or otherwise, in accordance
with applicable securities laws and regulations. During the three months ended March 31, 2016, we repurchased

164,127 shares of our common stock.
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Item 6. Exhibits
The exhibits listed in the Exhibit Index immediately preceding the exhibits are filed (other than exhibits 32.1 and
32.2) as part of this Quarterly Report on Form 10-Q and such Exhibit Index is incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be

signed on its behalf by the undersigned, thereunto duly authorized.

LOGMEIN, INC.

Date: April 29, 2016 By: /s/ William R. Wagner
William R. Wagner
President & Chief Executive Officer
(Principal Executive Officer)

Date: April 29, 2016 By: /s/ Edward K. Herdiech
Edward K. Herdiech
Chief Financial Officer

(Principal Financial Officer)
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EXHIBIT INDEX

Listed and indexed below are all Exhibits filed as part of this report.

Exhibit
No. Description
31.1 Certification of Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 by
Chief Executive Officer.
31.2 Certification of Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 by
Chief Financial Officer.
32.1 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, by Chief Executive Officer.
322 Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002, by Chief Financial Officer.
101 The following materials from LogMeln, Inc. s Quarterly Report on Form 10-Q for the quarter ended

March 31, 2016, formatted in XBRL (Extensible Business Reporting Language): (i) the Condensed
Consolidated Balance Sheets, (ii) Condensed Consolidated Statements of Operations, (iii) the Condensed
Consolidated Statements of Comprehensive Income, (iv) the Condensed Consolidated Statements of Cash
Flows, and (v) Notes to Condensed Consolidated Financial Statements.
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Fiduciary/Claymore MLP Opportunity Fund
STATEMENT OF ADDITIONAL INFORMATION

Fiduciary/Claymore MLP Opportunity Fund (the "Fund") is a non-diversified, closed-end management investment company that commenced
investment operations on December 28, 2004. The Fund's investment objective is to seek a high level of after-tax total return with an emphasis
on current distributions paid to shareholders. The Fund anticipates that, due to the tax characterization of cash distributions made by MLPs in
which the Fund invests, a significant portion of the Fund's distributions to Common Shareholders will consist of tax-deferred return of capital.

This Statement of Additional Information relates to the offering, from time to time, of up to $101,137,000 aggregate initial offering price of the
Fund's common shares of beneficial interest, par value $0.01 per share ("Common Shares") in one or more offerings. This Statement of
Additional Information ("SAI") is not a prospectus, but should be read in conjunction with the prospectus for the Fund, dated August 5, 2010
(the "Prospectus"), and any related supplement to the Prospectus (each a "Prospectus Supplement"). Investors should obtain and read the
Prospectus and any related Prospectus Supplement prior to purchasing Common Shares. A copy of the Prospectus and any related Prospectus
Supplement may be obtained without charge, by calling the Fund at (888) 991-0091.

The Prospectus and this SAI omit certain of the information contained in the registration statement filed with the Securities and Exchange
Commission, Washington, D.C. The registration statement may be obtained from the Securities and Exchange Commission upon payment of the
fee prescribed, or inspected at the Securities and Exchange Commission's office or via its website (www.sec.gov) at no charge. Capitalized terms
used but not defined herein have the meanings ascribed to them in the Prospectus.
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THE FUND

The Fund is a non-diversified, closed-end management investment company organized under the laws of the State of Delaware that commenced
investment operations on December 28, 2004. The Fund's Common Shares are listed on the New York Stock Exchange (the "NYSE") under the
symbol "FMO."

INVESTMENT OBJECTIVE AND POLICIES

The following information supplements the discussion of the Fund's investment objective and policies set forth in the Prospectus. The Fund may
make the following investments, among others, some of which are part of its principal investment strategies and some of which are not. The
principal risks of the Fund's principal investment strategies are discussed in the prospectus. The Fund may not buy all of the types of securities
or use all of the investment techniques that are described herein.

Additional Information About MLPs

The discussion that follows is intended to provide investors with a general overview of the structure and operations of MLPs. Each MLP is
governed by its own partnership agreement. As a result, each MLP may be structured differently and aspects currently common to MLPs may
vary significantly in the future. The market for MLPs has changed over time. The following discussion should be read only as a summary of
current MLP characteristics. It is not, nor is it intended to be, a complete discussion of all aspects of MLPs.

An MLP is an entity receiving partnership taxation treatment under the U.S. Internal Revenue Code of 1986, as amended (the "Code"), and
whose partnership interests or "units" are traded on securities exchanges. MLPs are typically structured as limited partnerships or limited
liability companies. As a result of being treated as a partnership, MLPs do not pay income taxes at the entity level.

An MLP has one or more general partners, who can be individuals, corporations, partnerships or other entities. The general partners control the
operations of and manage the partnership. Typically the general partner is, or is controlled by, the sponsoring corporation of the MLP. Limited
partners in an MLP provide capital in the partnership but have little (if any) role in the management of the MLP. When an investor buys units of
an MLP, that investor becomes a limited partner in the MLP.

MLPs are founded in several ways. A non-traded partnership could offer its securities to the public. Several non-traded partnerships may roll up
into a single MLP and offer securities to the public. A corporation may spin-off a segment of its business or a set of assets into an MLP of which
it is the general partner, and use the cash proceeds received by selling those assets in the marketplace to fulfill debt obligations or invest in
higher growth opportunities, while retaining operating control of the MLP. A newly formed company may operate as a MLP from its inception.

MLPs may purchase assets from its sponsor or general partner. Such transactions are intended to be based on terms comparable to those of
market acquisitions of similar sets of assets. To insure that appropriate protections are in place, the board of the MLP generally establishes an
independent committee that is responsible for reviewing and approving the terms of the transaction. The committee often obtains a fairness
opinion and may retain counsel or other experts to assist in its evaluation. Since the sponsor or general partner normally has a significant equity
stake in the MLP, it generally has an incentive to ensure that the transaction is fair to the MLP.

MLPs typically provide for an incentive distribution to the general partner. An incentive distribution structure provides that the general partner
receives a larger proportionate share of the total distribution as distributions meet higher target levels. As cash flow grows, the general partner
receives a greater interest in the incremental income compared to the interests of the limited partners. While percentages vary among MLPs, the
general partner's marginal share in distributions generally increases from 2% to 15% at the first designated distribution target threshold, moving
up to 25% and 50% as higher thresholds are met. The aggregate amount distributed to limited partners will continue to increase as MLP
distributions reach higher target thresholds. Given this incentive structure, the general partner has an incentive to streamline operations and
undertake acquisitions and growth projects in order to increase distributions to all partners. Such an incentive structure may, however, result in
divergent and potentially conflicting interests of limited partners and the general partner, as the general partner may have more motivation to
pursue projects with high risk and high potential reward.
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The table below summarizes the features of common units, subordinated units, I-Shares and general partner interests of MLPs and I-Shares:

Common Units
Convensiompplicable
Rights

Distribhtisaright to minimum quarterly
Prioritdistribution specified in partnership
agreement; arrearage rights

Distribiinimum as specified in partnership

Rate agreement; after minimum quarterly
distributions are met, participate pro
rata with subordinated units

InvestoRsimarily retail

Liquidatiended to receive return of all
Prioritgapital first

Taxes Ordinary income to the extent of
taxable income allocated to holder;
tax-deferred return of capital
thereafter to extent of holder's basis;
remainder as capital gain

Tradingisted on New York Stock Exchange,
American Stock Exchange and
NASDAQ Stock Market

VotingLimited to certain significant
Rights decisions; no annual election of
directors

Subordinated Units
One-to-one ratio into common None
units

Second right to minimum
quarterly distribution; no
arrearage rights

value of I-Shares

Equal in amount to common
units; participate pro rata with
common units above the
minimum quarterly distribution

common units

Founders and sponsoring parent  Primarily institutional

entities, corporate general
partners of MLPs, entities that
sell assets to MLPs, and investors
such as the fund

Second right to return of capital; Same as common units
(indirect right through

pro rata with common units

thereafter I-Share issuer)

Same as common units

Typically not publicly traded

Stock Exchange

Same as common units
rights

I-Shares

Equal in amount and
priority to common units
but paid in additional
I-Shares at current market

Equal in amount to

Full distribution treated as
return of capital; since
distribution is in shares,
total basis is not reduced

Listed on New York Stock
Exchange or the American

No direct MLP voting

General Partner
Interests
None

Same as common units; entitled to incentive
distribution rights

Participate pro rata with common units and with
subordinated units up to minimum quarterly
distribution; entitled to incentive distribution at
target levels above minimum quarterly
distribution

Founders and sponsoring parent entities, corporate
general partners of MLPs, entities that sell assets
to MLPs, and investors such as the Fund

After payment of required amounts to limited
partners

Ordinary income to extent that (1) taxable income
is allocated to holder (including all incentive
distributions) and (2) tax depreciation is
insufficient to cover fair market value depreciation
owed to limited partners

Not publicly traded; can be owned by publicly
traded entity

Typically Board participation; votes on MLP
operating strategy and direction
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Additional Investment Policies

The following information supplements the discussion of the Fund's investment objective, policies and techniques that are described in the
Prospectus. The Fund may make the following investments, among others, some of which are part of its principal investment strategies and some
of which are not. The principal risks of the Fund's principal strategies are discussed in the Prospectus. The Fund may not buy all of the types of
securities or use all of the investment techniques that are described.

Preferred Stocks. Preferred stock has a preference over common stock in liquidation (and generally as to dividends as well) but is subordinated
to the liabilities of the issuer in all respects. As a general rule, the market value of preferred stock with a fixed dividend rate and no conversion
element varies inversely with interest rates and perceived credit risk, while the market price of convertible preferred stock generally also reflects
some element of conversion value. Because preferred stock is junior to debt securities and other obligations of the issuer, deterioration in the
credit quality of the issuer will cause greater changes in the value of a preferred stock than in a more senior debt security with similarly stated
yield characteristics. The market value of preferred stock will also generally reflect whether (and if so when) the issuer may force holders to sell
their preferred shares back to the issuer and whether (and if so when) the holders may force the issuer to buy back their preferred shares.
Generally, the right of the issuer to repurchase the preferred stock tends to reduce any premium that the preferred stock might otherwise trade at
due to interest rate or credit factors, while the right of the holders to require the issuer to repurchase the preferred stock tends to reduce any
discount that the preferred stock might otherwise trade at due to interest rate or credit factors. In addition, some preferred stocks are
non-cumulative, meaning that the dividends do not accumulate and need not ever be paid. A portion of the portfolio may include investments in
non-cumulative preferred securities, whereby the issuer does not have an obligation to make up any arrearages to its shareholders. There is no
assurance that dividends or distributions on non-cumulative preferred stocks in which the Fund invests will be declared or otherwise paid.
Preferred stock of certain companies offers the opportunity for capital appreciation as well as periodic income. This may be particularly true in
the case of companies that have performed below expectations. If a company's performance has been poor enough, its preferred stock may trade
more like common stock than like other fixed income securities, which may result in above average appreciation if the company's performance
improves.

Convertible Securities. A convertible security is a preferred stock, warrant or other security that may be converted into or exchanged for a
prescribed amount of common stock or other security of the same or a different issuer or into cash within a particular period of time at a
specified price or formula. A convertible security generally entitles the holder to receive the dividend paid on preferred stock until the
convertible security matures or is redeemed, converted or exchanged. Before conversion, convertible securities generally have characteristics
similar to both fixed income and equity securities. The value of convertible securities tends to decline as interest rates rise and, because of the
conversion feature, tends to vary with fluctuations in the market value of the underlying securities. Convertible securities ordinarily provide a
stream of income with generally higher yields than those of common stock of the same or similar issuers. Convertible securities generally rank
senior to common stock in a corporation's capital structure but are usually subordinated to comparable non-convertible securities. Convertible
securities generally do not participate directly in any dividend increases or decreases of the underlying securities although the market prices of
convertible securities may be affected by any dividend changes or other changes in the underlying securities.

Securities Subject to Reorganization. The Fund may invest in securities of companies for which a tender or exchange offer has been made or
announced and in securities of companies for which a merger, consolidation, liquidation or reorganization proposal has been announced if, in the
judgment of the Sub-Adviser, there is a reasonable prospect of high total return significantly greater than the brokerage and other transaction
expenses involved.

In general, securities which are the subject of such an offer or proposal sell at a premium to their historic market price immediately prior to the
announcement of the offer or may also discount what the stated or appraised value of the security would be if the contemplated transaction were
approved or consummated. Such

Table of Contents 101



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

investments may be advantageous when the discount significantly overstates the risk of the contingencies involved; significantly undervalues the
securities, assets or cash to be received by shareholders of the prospective portfolio company as a result of the contemplated transaction; or fails
adequately to recognize the possibility that the offer or proposal may be replaced or superseded by an offer or proposal of greater value. The
evaluation of such contingencies requires unusually broad knowledge and experience on the part of the Sub-Adviser which must appraise not
only the value of the issuer and its component businesses as well as the assets or securities to be received as a result of the contemplated
transaction but also the financial resources and business motivation of the offer and/or the dynamics and business climate when the offer or
proposal is in process. Since such investments are ordinarily short-term in nature, they will tend to increase the turnover ratio of the Fund,
thereby increasing its brokerage and other transaction expenses. The Sub-Adviser intends to select investments of the type described which, in
its view, have a reasonable prospect of capital appreciation which is significant in relation to both risk involved and the potential of available
alternative investments.

Warrants and Rights. The Fund may invest in warrants or rights (including those acquired in units or attached to other securities) that entitle the
holder to buy equity securities at a specific price for a specific period of time but will do so only if such equity securities are deemed appropriate
by the Sub-Adviser for inclusion in the Fund's portfolio.

Asset-Backed and Mortgage-Backed Securities. The Fund may invest in asset-backed and mortgage-backed securities. Mortgage-backed
securities represents ownership of an undivided interest in a pool of mortgages. Aggregate principal and interest payments received from the
pool are used to pay principal and interest on a mortgage-backed security. Asset-backed securities are similar to mortgage-backed securities
except they represent ownership in a pool of notes or receivables on assets other than real estate, such as loans, leases, credit card receivables or
royalties. The Fund does not currently anticipate investments in mortgages constituting a substantial part of its investment portfolio, but the Fund
may invest in such securities if deemed appropriate by the Sub-Adviser.

Additional Information Regarding Options

Options Generally. The Fund may purchase or sell, i.e., write, options on securities (including those of MLP entities) and securities indices that
are listed on a national securities exchange or in the over-the-counter market, as a means of achieving additional return or of hedging the value
of the Fund's portfolio among other purposes.

A call option is a contract that gives the holder of the option the right to buy from the writer of the call option, in return for a premium, the
security underlying the option at a specified exercise price at any time during the term of the option or a specified time (depending on the type of
option). The writer of the call option has the obligation, upon exercise of the option, to deliver the underlying security upon payment of the
exercise price at the time called for by the option.

A put option is a contract that gives the holder of the option the right, in return for a premium, to sell to the seller the underlying security at a
specified price. The seller of the put option has the obligation to buy the underlying security upon exercise at the exercise price. A put option is
"covered" if the Fund maintains cash or other liquid securities with a value equal to the exercise price in a segregated account with its custodian,
or else holds a put on the same instrument as the put written where the exercise price of the put held is equal to or greater than the exercise price
of the put written.

If the Fund has written an option, it may terminate its obligation by effecting a closing purchase transaction. This is accomplished by purchasing
an option of the same series as the option previously written. However, once the Fund has been assigned an exercise notice, the Fund will be
unable to effect a closing purchase transaction. Similarly, if the Fund is the holder of an option it may liquidate its position by effecting a closing
sale transaction. This is accomplished by selling an option of the same series as the option previously purchased. There can be no assurance that
either a closing purchase or sale transaction can be effected when the Fund so desires.
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The Fund will realize a profit from a closing transaction if the price of the transaction is less than the premium received from writing the option
or is more than the premium paid to purchase the option; the Fund will realize a loss from a closing transaction if the price of the transaction is
more than the premium received from writing the option or is less than the premium paid to purchase the option. Since call option prices
generally reflect increases in the price of the underlying security, any loss resulting from the repurchase of a call option may also be wholly or
partially offset by unrealized appreciation of the underlying security. Other principal factors affecting the market value of a put or a call option
include supply and demand, interest rates, the current market price and price volatility of the underlying security and the time remaining until the
expiration date. Gains and losses on investments in options depend, in part, on the ability of the Sub-Adviser to predict correctly the effect of
these factors. The use of options cannot serve as a complete hedge since the price movement of securities underlying the options will not
necessarily follow the price movements of the portfolio securities subject to the hedge.

An option position may be closed out only on an exchange that provides a secondary market for an option of the same series or in a private
transaction. There is no assurance that a liquid secondary market on an exchange will exist for any particular option. In such event it might not
be possible to effect closing transactions in particular options, so that the Fund would have to exercise its options in order to realize any profit
and would incur brokerage commissions upon the exercise of call options and upon the subsequent disposition of underlying securities for the
exercise of put options. If the Fund, as a covered call option writer, is unable to effect a closing purchase transaction in a secondary market, it
will not be able to sell the underlying security until the option expires or it delivers the underlying security upon exercise or otherwise covers the
position.

Writing Options. The following information supplements the discussion of the Fund's options strategies that are described in the Prospectus
under "The Fund's Investments Portfolio Contents Covered Call Option Strategy."

The Fund will write call options and put options only if they are "covered." In the case of a call option on a common stock, MLP unit or other
security, the option is "covered" if the Fund owns the security underlying the call or has an absolute and immediate right to acquire that security
without additional cash consideration (or, if additional cash consideration is required, cash or other assets determined to be liquid by the
Sub-Adviser (in accordance with procedures established by the Board of Trustees) in such amount are segregated by the Fund's custodian) upon
conversion or exchange of other securities held by the Fund. A call option is also covered if the Fund holds a call on the same security as the call
written where the exercise price of the call held is (i) equal to or less than the exercise price of the call written, or (ii) greater than the exercise
price of the call written, provided the difference is maintained by the Fund in segregated assets determined to be liquid by the Sub-Adviser as
described above. A put option on a security is "covered" if the Fund segregates assets determined to be liquid by the Sub-Adviser as described
above equal to the exercise price. A put option is also covered if the Fund holds a put on the same security as the put written where the exercise
price of the put held is (i) equal to or greater than the exercise price of the put written, or (ii) less than the exercise price of the put written,
provided the difference is maintained by the Fund in segregated assets determined to be liquid by the Sub-Adviser as described above.

The standard contract size for a single option is 100 shares of the common stock. A call option whose strike price is above the current price of
the underlying stock is called "out-of-the-money," an option whose strike price is below the current price of the underlying stock is called
"in-the-money," and an option whose strike price equals the current price of the underlying stock is called "at-the-money."

The writer of an option on a security has the obligation upon exercise of the option to deliver the underlying security upon payment of the
exercise price or to pay the exercise price upon delivery of the underlying security. Certain options, known as "American style" options may be
exercised at any time during the term of the option. Other options, known as "European style" options, may be exercised only on the expiration
date of the option. For conventional listed call options, the option's expiration date can be up to nine months from the date the call options are
first listed for trading. Longer-term call options can have expiration dates up to three years from the date of listing. It is anticipated that most
options that are written against Fund stock holdings as part of the Fund's covered call writing strategy will be repurchased prior to the option's
expiration date, generating a gain or loss in
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the options. If the options were not to be repurchased, the option holder would exercise their rights and buy the stock from the Fund at the strike
price if the stock traded at a higher price than the strike price.

Option contracts are originated and standardized by an independent entity called the Options Clearing Corporation (the "OCC"). Currently,
options are available on over 2,300 stocks with new listings added periodically. The Fund will write (sell) call options that are generally issued,
guaranteed and cleared by the OCC. Listed call options are traded on the American Stock Exchange, Chicago Board Options Exchange,
International Securities Exchange, New York Stock Exchange, Pacific Stock Exchange, Philadelphia Stock Exchange or various other U.S.
options exchanges.

Additional Risks Relating to Writing Covered Call Options. In addition to the risks listed in the Prospectus under "Risks Risks Associated with
Options on Securities," the following risks are associated with transactions in options on securities.

There can be no assurance that a liquid market will exist when the Fund seeks to close out an option position. Reasons for the absence of a liquid
secondary market on an exchange include the following: (i) there may be insufficient trading interest in certain options; (ii) restrictions may be
imposed by an exchange on opening transactions or closing transactions or both; (iii) trading halts, suspensions or other restrictions may be
imposed with respect to particular classes or series of options; (iv) unusual or unforeseen circumstances may interrupt normal operations on an
exchange; (v) the facilities of an exchange or the OCC may not at all times be adequate to handle current trading volume; or (vi) one or more
exchanges could, for economic or other reasons, decide or be compelled at some future date to discontinue the trading of options (or a particular
class or series of options). If trading were discontinued, the secondary market on that exchange (or in that class or series of options) would cease
to exist. However, outstanding options on that exchange that had been issued by the OCC as a result of trades on that exchange would continue
to be exercisable in accordance with their terms. The Fund's ability to terminate over-the-counter options is more limited than with
exchange-traded options and may involve the risk that broker-dealers participating in such transactions will not fulfill their obligations. If the
Fund were unable to close out a covered call option that it had written on a security, it would not be able to sell the underlying security unless
the option expired without exercise.

The hours of trading for options may not conform to the hours during which the underlying securities are traded. To the extent that the options
markets close before the markets for the underlying securities, significant price and rate movements can take place in the underlying markets that
cannot be reflected in the options markets. Call options are marked to market daily and their value will be affected by changes in the value of
and dividend rates of the underlying common stocks, an increase in interest rates, changes in the actual or perceived volatility of the stock
market and the underlying common stocks and the remaining time to the options' expiration. Additionally, the exercise price of an option may be
adjusted downward before the option's expiration as a result of the occurrence of certain corporate events affecting the underlying equity
security, such as extraordinary dividends, stock splits, merger or other extraordinary distributions or events. A reduction in the exercise price of
an option would reduce the Fund's capital appreciation potential on the underlying security.

The number of call options the Fund can write is limited by the number of shares of common stock the Fund holds, and further limited by the
fact that call options generally represent 100 share lots of the underlying common stock. The Fund will not write "naked" or uncovered call
options. Furthermore, the Fund's options transactions will be subject to limitations established by each of the exchanges, boards of trade or other
trading facilities on which such options are traded. These limitations govern the maximum number of options in each class which may be written
or purchased by a single investor or group of investors acting in concert, regardless of whether the options are written or purchased on the same
or different exchanges, boards of trade or other trading facilities or are held or written in one or more accounts or through one or more brokers.
Thus, the number of options which the Fund may write or purchase may be affected by options written or purchased by other investment
advisory clients of the Sub-Adviser. An exchange, board of trade or other trading facility may order the liquidation of positions found to be in
excess of these limits, and it may impose certain other sanctions.
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Other Derivative Instruments

Options on Securities Indices. The Fund may purchase and sell securities index options. One effect of such transactions may be to hedge all or
part of the Fund's securities holdings against a general decline in the securities market or a segment of the securities market. Options on
securities indices are similar to options on stocks except that, rather than the right to take or make delivery of stock at a specified price, an option
on a securities index gives the holder the right to receive, upon exercise of the option, an amount of cash if the closing level of the securities
index upon which the option is based is greater than, in the case of a call, or less than, in the case of a put, the exercise price of the option.

The Fund's successful use of options on indices depends upon its ability to predict the direction of the market and is subject to various additional
risks. The correlation between movements in the index and the price of the securities being hedged against is imperfect and the risk from
imperfect correlation increases as the composition of the Fund diverges from the composition of the relevant index. Accordingly, a decrease in
the value of the securities being hedged against may not be wholly offset by a gain on the exercise or sale of a securities index put option held by
the Fund.

Futures Contracts and Options on Futures. The Fund may, without limit, enter into futures contracts or options on futures contracts. It is
anticipated that these investments, if any, will be made by the Fund primarily for the purpose of hedging against changes in the value of its
portfolio securities and in the value of securities it intends to purchase. Such investments will only be made if they are economically appropriate
to the reduction of risks involved in the management of the Fund. In this regard, the Fund may enter into futures contracts or options on futures
for the purchase or sale of securities indices or other financial instruments including but not limited to U.S. government securities.

A "sale" of a futures contract (or a "short" futures position) means the assumption of a contractual obligation to deliver the securities underlying
the contract at a specified price at a specified future time. A "purchase" of a futures contract (or a "long" futures position) means the assumption
of a contractual obligation to acquire the securities underlying the contract at a specified price at a specified future time. Certain futures
contracts, including stock and bond index futures, are settled on a net cash payment basis rather than by the sale and delivery of the securities
underlying the futures contracts.

No consideration will be paid or received by the Fund upon the purchase or sale of a futures contract. Initially, the Fund will be required to
deposit with the broker an amount of cash or cash equivalents equal to approximately 1% to 10% of the contract amount (this amount is subject
to change by the exchange or board of trade on which the contract is traded and brokers or members of such board of trade may charge a higher
amount). This amount is known as the "initial margin" and is in the nature of a performance bond or good faith deposit on the contract.
Subsequent payments, known as "variation margin," to and from the broker will be made daily as the price of the index or security underlying
the futures contract fluctuates. At any time prior to the expiration of the futures contract, the Fund may elect to close the position by taking an
opposite position, which will operate to terminate its existing position in the contract.

An option on a futures contract gives the purchaser the right, in return for the premium paid, to assume a position in a futures contract at a
specified exercise price at any time prior to the expiration of the option. Upon exercise of an option, the delivery of the futures position by the
writer of the option to the holder of the option will be accompanied by delivery of the accumulated balance in the writer's futures margin account
attributable to that contract, which represents the amount by which the market price of the futures contract exceeds, in the case of a call, or is
less than, in the case of a put, the exercise price of the option on the futures contract. The potential loss related to the purchase of an option on
futures contracts is limited to the premium paid for the option (plus transaction costs). Because the value of the option purchased is fixed at the
point of sale, there are no daily cash payments by the purchaser to reflect changes in the value of the underlying contract; however, the value of
the option does change daily and that change would be reflected in the net assets of the Fund.

Futures and options on futures entail certain risks, including but not limited to the following: no assurance that futures contracts or options on
futures can be offset at favorable prices, possible reduction of the yield of the
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Fund due to the use of hedging, possible reduction in value of both the securities hedged and the hedging instrument, possible lack of liquidity
due to daily limits on price fluctuations, imperfect correlation between the contracts and the securities being hedged, losses from investing in
futures transactions that are potentially unlimited and the segregation requirements described below.

In the event the Fund sells a put option or enters into long futures contracts, under current interpretations of the Investment Company Act of
1940, as amended (the "1940 Act"), an amount of cash or liquid securities equal to the market value of the contract must be deposited and
maintained in a segregated account with the custodian of the Fund to collateralize the positions, in order for the Fund to avoid being treated as
having issued a senior security in the amount of its obligations. For short positions in futures contracts and sales of call options, the Fund may
establish a segregated account (not with a futures commission merchant or broker) with cash or liquid securities that, when added to amounts
deposited with a futures commission merchant or a broker as margin, equal the market value of the instruments or currency underlying the
futures contracts or call options, respectively (but are no less than the stock price of the call option or the market price at which the short
positions were established).

The purchase of a call option on a futures contract is similar in some respects to the purchase of a call option on an individual security.
Depending on the pricing of the option compared to either the price of the futures contract upon which it is based or the price of the underlying
debt securities, it may or may not be less risky than ownership of the futures contract or underlying debt securities. As with the purchase of
futures contracts, when the Fund is not fully invested it may purchase a call option on a futures contract to hedge against a market advance due
to declining interest rates.

The purchase of a put option on a futures contract is similar to the purchase of protective put options on portfolio securities. The Fund will
purchase a put option on a futures contract to hedge the Fund's portfolio against the risk of rising interest rates and consequent reduction in the
value of portfolio securities.

The writing of a call option on a futures contract constitutes a partial hedge against declining prices of the securities which are deliverable upon
exercise of the futures contract. If the futures price at expiration of the option is below the exercise price, the Fund will retain the full amount of
the option premium which provides a partial hedge against any decline that may have occurred in the Fund's portfolio holdings. The writing of a
put option on a futures contract constitutes a partial hedge against increasing prices of the securities that are deliverable upon exercise of the
futures contract. If the futures price at expiration of the option is higher than the exercise price, the Fund will retain the full amount of the option
premium, which provides a partial hedge against any increase in the price of debt securities that the Fund intends to purchase. If a put or call
option the Fund has written is exercised, the Fund will incur a loss, which will be reduced by the amount of the premium it received. Depending
on the degree of correlation between changes in the value of its portfolio securities and changes in the value of its futures positions, the Fund's
losses from options on futures it has written may to some extent be reduced or increased by changes in the value of its portfolio securities.

Interest Rate Futures Contracts and Options Thereon. The Fund may purchase or sell interest rate futures contracts to take advantage of or to
protect the Fund against fluctuations in interest rates affecting the value of debt securities that the Fund holds or intends to acquire. For example,
if interest rates are expected to increase, the Fund might sell futures contracts on debt securities, the values of which historically have a high
degree of positive correlation to the values of the Fund's portfolio securities. Such a sale would have an effect similar to selling an equivalent
value of the Fund's portfolio securities. If interest rates increase, the value of the Fund's portfolio securities will decline, but the value of the
futures contracts to the Fund will increase at approximately an equivalent rate thereby keeping the net asset value of the Fund from declining as
much as it otherwise would have. The Fund could accomplish similar results by selling debt securities with longer maturities and investing in
debt securities with shorter maturities when interest rates are expected to increase. However, since the futures market may be more liquid than
the cash market, the use of futures contracts as a risk management technique allows the Fund to maintain a defensive position without having to
sell its portfolio securities.
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Similarly, the Fund may purchase interest rate futures contracts when it is expected that interest rates may decline. The purchase of futures
contracts for this purpose constitutes a hedge against increases in the price of debt securities (caused by declining interest rates) that the Fund
intends to acquire. Since fluctuations in the value of appropriately selected futures contracts should approximate that of the debt securities that
will be purchased, the Fund can take advantage of the anticipated rise in the cost of the debt securities without actually buying them.
Subsequently, the Fund can make its intended purchase of the debt securities in the cash market and currently liquidate its futures position. To
the extent the Fund enters into futures contracts for this purpose, it will maintain in a segregated asset account with the Fund's custodian, assets
sufficient to cover the Fund's obligations with respect to such futures contracts, which will consist of cash or liquid securities from its portfolio
in an amount equal to the difference between the fluctuating market value of such futures contracts and the aggregate value of the initial margin
deposited by the Fund with its custodian with respect to such futures contracts.

Securities Index Futures Contracts and Options Thereon. Purchases or sales of securities index futures contracts are used for hedging purposes
to attempt to protect the Fund's current or intended investments from broad fluctuations in stock or bond prices. For example, the Fund may sell
securities index futures contracts in anticipation of or during a market decline to attempt to offset the decrease in market value of the Fund's
securities portfolio that might otherwise result. If such decline occurs, the loss in value of portfolio securities may be offset, in whole or part, by
gains on the futures position. When the Fund is not fully invested in the securities market and anticipates a significant market advance, it may
purchase securities index futures contracts in order to gain rapid market exposure that may, in part or entirely, offset increases in the cost of
securities that the Fund intends to purchase. As such purchases are made, the corresponding positions in securities index futures contracts will be
closed out. The Fund may write put and call options on securities index futures contracts for hedging purposes.

Swaps. A swap contract is an agreement between two parties pursuant to which the parties exchange payments at specified dates on the basis of
a specified notional amount, with the payments calculated by reference to specified securities, indexes, reference rates, currencies or other
instruments. Most swap agreements provide that when the period payment dates for both parties are the same, the payments are made on a net
basis (i.e., the two payment streams are netted out, with only the net amount paid by one party to the other). The Fund's obligations or rights
under a swap contract entered into on a net basis will generally be equal only to the net amount to be paid or received under the agreement,
based on the relative values of the positions held by each counterparty. Swap agreements are not entered into or traded on exchanges and there is
no central clearing or guaranty function for swaps. Therefore, swaps are subject to the risk of default or non-performance by the counterparty.
Accordingly, the Sub-Adviser must assess the creditworthiness of the counterparty to determine the likelihood that the terms of the swap will be
satisfied.

Swap agreements allow for a wide variety of transactions. Swap contracts are typically individually negotiated and structured to provide
exposure to a variety of particular types of investments or market factors. Swap contracts can take many different forms and are known by a
variety of names. To the extent consistent with the Fund's investment objectives and policies, the Fund is not limited to any particular form or
variety of swap contract. The Fund may utilize swaps to increase or decrease its exposure to the underlying instrument, reference rate, foreign
currency, market index or other asset. The Fund may also enter into related derivative instruments including caps, floors and collars. The Fund
may be required to cover swap transactions. Obligations under swap agreements entered into on a net basis are generally accrued daily and any
accrued but unpaid amounts owed by the Fund to the swap counterparty will be covered by segregating liquid assets. If the Fund enters into a
swap agreement on other than a net basis, the Fund will segregate liquid assets with a value equal to the full amount of the Fund's accrued
obligations under the agreement.

 _Interest rate swaps. Interest rate swaps involve the exchange by the Fund with another party of respective commitments to pay or receive
interest (e.g., an exchange of fixed rate payments for floating rate payments).

o _Total return swaps. Total return swaps are contracts in which one party agrees to make payments of the total return from the designated
underlying asset(s), which may include securities, baskets of
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securities, or securities indices, during the specified period, in return for receiving payments equal to a fixed or floating rate of interest or the
total return from the other designated underlying asset(s).

*_Currency swaps. Currency swaps involve the exchange of the two parties' respective commitments to pay or receive fluctuations with respect to
a notional amount of two different currencies (e.g., an exchange of payments with respect to fluctuations in the value of the U.S. dollar relative
to the Japanese yen).

» _Credit default swaps. When the Fund is the buyer of a credit default swap contract, the Fund is entitled to receive the par (or other agreed-upon)
value of a referenced debt obligation from the counterparty to the contract in the event of a default by a third party, such as a U.S. or foreign
corporate issuer, on the debt obligation. In return, the Fund would normally pay the counterparty a periodic stream of payments over the term of
the contract provided that no event of default has occurred. If no default occurs, the Fund would have spent the stream of payments and received
no benefit from the contract. When the Fund is the seller of a credit default swap contract, it normally receives a stream of payments but is
obligated to pay upon default of the referenced debt obligation. As the seller, the Fund would add the equivalent of leverage to its portfolio
because, in addition to its total assets, the Fund would be subject to investment exposure on the notional amount of the swap. Credit default
swaps involve greater risks than if the Fund had invested in the reference obligation directly. In addition to general market risks, credit default
swaps are subject to illiquidity risk, counterparty risk and credit risks. The Fund may enter into credit default swap contracts and baskets thereof
for investment and risk management purposes, including diversification.

The use of interest rate, total return, currency, credit default and other swaps is a highly specialized activity which involves investment
techniques and risks different from those associated with ordinary portfolio securities transactions. If the Sub-Adviser is incorrect in its forecasts
of market values, interest rates and other applicable factors, the investment performance of the Fund would be unfavorably affected.

Additional Risks Relating to Derivative Instruments

Neither the Adviser nor the Sub-Adviser is registered as a Commodity Pool Operator. The Fund has claimed an exclusion from the definition of
the term "commodity pool operator" under the Commodity Exchange Act. Accordingly, the Fund's investments in derivative instruments
described in the Prospectus and this SAI are not limited by or subject to regulation under the Commodity Exchange Act or otherwise regulated
by the Commodity Futures Trading Commission.

Legislation regarding regulation of the financial sector, including the Dodd-Frank Wall Street Reform and Consumer Protection Act (the
"Dodd-Frank Act"), which was signed into law in July 2010, could change the way in which derivative instruments are regulated and/or traded.
Such regulation may impact the availability, liquidity and cost of derivative instruments. While many provisions of the Dodd-Frank Act must be
implemented through future rulemaking, and any regulatory or legislative activity may not necessarily have a direct, immediate effect upon the
Fund, it is possible that, upon implementation of these measures or any future measures, they could potentially limit or completely restrict the
ability of the Fund to use certain derivative instruments as a part of its investment strategy, increase the costs of using these instruments or make
them less effective. Limits or restrictions applicable to the counterparties with which a Fund engages in derivative transactions could also
prevent a Fund from using these instruments or affect the pricing or other factors relating to these instruments, or may change availability of
certain investments. There can be no assurance that such legislation or regulation will not have a material adverse effect on the Fund or will not
impair the ability of the Fund to utilize certain derivatives transactions or achieve its investment objective.

Special Risk Considerations Relating to Futures and Options Thereon. The Fund's ability to establish and close out positions in futures contracts
and options thereon will be subject to the development and maintenance of liquid markets. Although the Fund generally will purchase or sell
only those futures contracts and options thereon
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for which there appears to be a liquid market, there is no assurance that a liquid market on an exchange will exist for any particular futures
contract or option thereon at any particular time. In the event no liquid market exists for a particular futures contract or option thereon in which
the Fund maintains a position, it will not be possible to effect a closing transaction in that contract or to do so at a satisfactory price and the Fund
would either have to make or take delivery under the futures contract or, in the case of a written option, wait to sell the underlying securities
until the option expires or is exercised or, in the case of a purchased option, exercise the option. In the case of a futures contract or an option
thereon that the Fund has written and that the Fund is unable to close, the Fund would be required to maintain margin deposits on the futures
contract or option thereon and to make variation margin payments until the contract is closed.

Successful use of futures contracts and options thereon by the Fund is subject to the ability of the Sub-Adviser to predict correctly movements in
the direction of interest rates. If the Sub-Adviser's expectations are not met, the Fund will be in a worse position than if a hedging strategy had
not been pursued. For example, if the Fund has hedged against the possibility of an increase in interest rates that would adversely affect the price
of securities in its portfolio and the price of such securities increases instead, the Fund will lose part or all of the benefit of the increased value of
its securities because it will have offsetting losses in its futures positions. In addition, in such situations, if the Fund has insufficient cash to meet
daily variation margin requirements, it may have to sell securities to meet the requirements. These sales may be, but will not necessarily be, at
increased prices which reflect the rising market. The Fund may have to sell securities at a time when it is disadvantageous to do so.

Additional Risks of Foreign Options, Futures Contracts and Options on Futures Contracts and Forward Contracts. Options, futures contracts
and options thereon and forward contracts on securities may be traded on foreign exchanges. Such transactions may not be regulated as
effectively as similar transactions in the United States, may not involve a clearing mechanism and related guarantees, and are subject to the risk
of governmental actions affecting trading in, or the prices of, foreign securities. The value of such positions also could be adversely affected by
(1) other complex foreign political, legal and economic factors, (ii) lesser availability than in the United States of data on which to make trading
decisions, (iii) delays in the Fund's ability to act upon economic events occurring in the foreign markets during non-business hours in the United
States, (iv) the imposition of different exercise and settlement terms and procedures and margin requirements than in the United States and (v)
lesser trading volume.

Loans of Portfolio Securities

Consistent with applicable regulatory requirements and the Fund's investment restrictions, the Fund may lend its portfolio securities to securities
broker-dealers or financial institutions, provided that such loans are callable at any time by the Fund (subject to notice provisions described
below), and are at all times secured by cash or cash equivalents, which are maintained in a segregated account pursuant to applicable regulations
and that are at least equal to the market value, determined daily, of the loaned securities. The advantage of such loans is that the Fund continues
to receive the income on the loaned securities while at the same time earns interest on the cash amounts deposited as collateral, which will be
invested in short-term obligations. The Fund will not lend its portfolio securities if such loans are not permitted by the laws or regulations of any
state in which its shares are qualified for sale. The Fund's loans of portfolio securities will be collateralized in accordance with applicable
regulatory requirements and no loan will cause the value of all loaned securities to exceed 33% of the value of the Fund's total managed assets.

A loan may generally be terminated by the borrower on one business day notice, or by the Fund on five business days notice. If the borrower
fails to deliver the loaned securities within five days after receipt of notice, the Fund could use the collateral to replace the securities while
holding the borrower liable for any excess of replacement cost over collateral. As with any extensions of credit, there are risks of delay in
recovery and in some cases even loss of rights in the collateral should the borrower of the securities fail financially. However, these loans of
portfolio securities will only be made to firms deemed by the Fund's management to be creditworthy and when the income that can be earned
from such loans justifies the attendant risks. The board of trustees of the Fund (the "Board of Trustees" or the "Board") will oversee the
creditworthiness of the contracting parties on an
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ongoing basis. Upon termination of the loan, the borrower is required to return the securities to the Fund. Any gain or loss in the market price
during the loan period would inure to the Fund. The risks associated with loans of portfolio securities are substantially similar to those associated
with repurchase agreements. Thus, if the counterparty to the loan petitions for bankruptcy or becomes subject to the United States Bankruptcy
Code, the law regarding the rights of the Fund is unsettled. As a result, under extreme circumstances, there may be a restriction on the Fund's
ability to sell the collateral and the Fund would suffer a loss. When voting or consent rights that accompany loaned securities pass to the
borrower, the Fund will follow the policy of calling the loaned securities, to be delivered within one day after notice, to permit the exercise of
such rights if the matters involved would have a material effect on the Fund's investment in such loaned securities. The Fund will pay reasonable
finder's, administrative and custodial fees in connection with a loan of its securities.

INVESTMENT RESTRICTIONS

The Fund operates under the following restrictions that constitute fundamental policies that, except as otherwise noted, cannot be changed
without the affirmative vote of the holders of a majority of the outstanding voting securities of the Fund voting together as a single class, which
is defined by the 1940 Act as the lesser of (i) 67% or more of the Fund's voting securities present at a meeting, if the holders of more than 50%
of the Fund's outstanding voting securities are present or represented by proxy; or (ii) more than 50% of the Fund's outstanding voting securities.
Except as otherwise noted, all percentage limitations set forth below apply immediately after a purchase or initial investment and any subsequent
change in any applicable percentage resulting from market fluctuations does not require any action. With respect to the limitations on the
issuance of senior securities, the percentage limitations apply at the time of issuance and on an ongoing basis. These restrictions provide that the
Fund shall not:

1. Issue senior securities nor borrow money, except the Fund may issue senior securities or borrow money to the extent permitted by applicable
law.

2. Act as an underwriter of securities issued by others, except to the extent that, in connection with the disposition of portfolio securities, it may
be deemed to be an underwriter under applicable securities laws.

3. Purchase or sell real estate except that the Fund may: (a) acquire or lease office space for its own use, (b) invest in securities of issuers that
invest in real estate or interests therein or that are engaged in or operate in the real estate industry, (c) invest in securities that are secured by real
estate or interests therein, (d) purchase and sell mortgage-related securities, (e) hold and sell real estate acquired by the Fund as a result of the
ownership of securities and (f) as otherwise permitted by applicable law.

4. Purchase or sell physical commodities unless acquired as a result of ownership of securities or other instruments; provided that this restriction
shall not prohibit the Fund from purchasing or selling options, futures contracts and related options thereon, forward contracts, swaps, caps,
floors, collars and any other financial instruments or from investing in securities or other instruments backed by physical commodities or as
otherwise permitted by applicable law.

5. Make loans of money or property to any person, except (a) to the extent that securities or interests in which the Fund may invest are
considered to be loans, (b) through the loan of portfolio securities in an amount up to 33% of the Fund's total managed assets, (c) by engaging in
repurchase agreements or (d) as may otherwise be permitted by applicable law.

6. Concentrate our investments in a particular "industry," as that term is used in the 1940 Act and as interpreted, modified, or otherwise
permitted by regulatory authority having jurisdiction, from time to time; provided, however, that this concentration limitation does not apply to
(a) our investments in MLP entities, which will be concentrated in the industry or group of industries that comprise the energy sector, (b) our
investments in securities issued or guaranteed by the U.S. Government or any of its agencies or instrumentalities or tax-exempt securities of state
and municipal governments or their political subdivisions, (c¢) when the Fund has taken a temporary defensive position, or (d) as otherwise
permitted by applicable law.
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MANAGEMENT OF THE FUND
Board of Trustees

Overall responsibility for management and supervision of the Fund rests with its Board of Trustees. The Board of Trustees approves all
significant agreements between the Fund and the companies that furnish the Fund with services, including agreements with the Adviser and with
the Sub-Adviser.

The Trustees are divided into three classes. Trustees serve until their successors have been duly elected.

Following is a list of the names, business addresses, dates of birth, present positions with the Fund, length of time served with the Fund,
principal occupations during the past five years and other directorships held by each Trustee.

Number
Term of
of Portfolios
Office® in
Position and Fund
Name, Held Length Complex®

Business with  of Overseen Other Directorships

Address the Time Principal Occupation by Held by Trustee

and Age Fund Served During Past Five Years Trustee During the Past Five Years
INDEPENDENT TRUSTEES:
Randall C. Trusted'rustee Private Investor. Formerly, Senior Vice President & Treasurer 51 None.
Barnes since  (1993-1997), President, Pizza Hut International (1991-1993) and
2455 2004  Senior Vice President, Strategic Planning and New Business
Corporate Development (1987-1990) of PepsiCo, Inc.
West Drive
Lisle,
Illinois
60532
Year of
birth: 1951
Howard H. Trusted'rustee Partner of Stinson Morrison Hecker LLP, a law firm providing legal 1 None.
Kaplan since advice in corporate, transaction and litigation matters (2007-present).
2455 2004  Formerly, principal of Blumenfeld, Kaplan & Sandweiss P.C., a law
Corporate firm providing legal advice in virtually all aspects of business law and
West Drive litigation (1994-2007).
Lisle,
Illinois
60532
Year of
birth: 1969
Robert B.  Trusted'rustee Consultant (1998-present). Formerly, Managing Partner, Financial and 2 Director of Peabody Energy Company, GP
Karn IIT since  Economic Consulting, St. Louis office of Arthur Andersen, LLP (2003-present), Natural Resource Partners LLC
2455 2004  (1965-1998). (2002-present) and Kennedy Capital
Corporate Management, Inc. (2002-present).
West Drive
Lisle,
Illinois
60532
Year of
birth: 1942
Ronald A.  Trusted'rustee Partner of Nyberg & Cassioppi, LLC, a law firm specializing in 54 None.
Nyberg since  Corporate Law, Estate Planning and Business Transactions
2455 2004  (2000-present). Formerly, Executive Vice President, General Counsel
Corporate and Corporate Secretary of Van Kampen Investment (1982-1999).
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West Drive
Lisle,
Tllinois
60532.
Year of
birth: 1953
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Name,
Business
Address
and Age

John M.
Roeder
2455
Corporate
West Drive
Lisle,
Tllinois
60532
Year of
birth: 1943

Ronald E.
Toupin , Jr.
2455
Corporate
West Drive
Lisle,
Illinois
60532
Year of
birth: 1958
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Term
of
Office®
Position and
Held Length
with  of
the Time Principal Occupation
Fund Served During Past Five Years
Trusted'rustee Financial consultant (1999-present). Formerly, Director in Residence
since  at The Institute for Excellence in Corporate Governance of the
2005 University of Texas at Dallas School of Management (2005-2007).
Formerly, Office Managing Partner, Arthur Andersen, LLP
(1966-1999).

Trustedrustee Retired. Formerly, Vice President Manager and Portfolio Manager of
since Nuveen Asset Management (1998-1999), Vice President of Nuveen
2004 Investment Advisor Corporation (1992-1999), Vice President and
Manager of Nuveen Unit Investment Trusts (1991-1999) and
Assistant Vice President and Portfolio Manager of Nuveen Unit
Investment Trusts (1988-1999), each of John Nuveen & Company,
Inc. (1982-1999).

INTERESTED TRUSTEES:

Joseph E.
Gallagher,
Jr. *

8235
Forsyth
Blvd.,
Suite 700
St. Louis,
MO 63105

Year of
birth: 1956

Trusted'rustee Executive Managing Director and Chief Operating Officer of

since  Fiduciary Asset Management, LLC (1994-present). Member of the St.

2004  Louis Chapter of the National Association for Business Economics.

Number of
Portfolios in
Fund
Complex® Other Directorships
Overseen by Held by Trustee
Trustee During the Past Five Years

1 Director, LMI Aerospace (2003-present).

51 None.

1 None.

* Mr. Gallagher is an interested person of the Fund because he is an officer of the Sub-Adviser.

(1) Each trustee serves a three year term concurrent with the class of Trustees for which he serves.

Messrs. Barnes and Gallagher, as Class I Trustees, are expected to next stand for election at the Fund's 2012 annual meeting of shareholders.

Messrs. Kaplan and Nyberg, as Class II Trustees, are expected to next stand for election at the Fund's 2013 annual meeting of shareholders.

Messrs. Roeder, Toupin and Karn, as Class III Trustees, are expected to next stand for election at the Fund's 2011 annual meeting of
shareholders.

(2) As of the date of this SAI, the "Fund Complex" consists of 14 closed-end funds and 42 exchange-traded funds advised or serviced by the
Adviser or its affiliates.
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Trustee Qualifications

The Trustees were selected to serve and continue on the Board based upon their skills, experience, judgment, analytical ability, diligence, ability
to work effectively with other Trustees, availability and commitment to attend meetings and perform the responsibilities of a Trustee and, for
each Independent Trustee, a demonstrated willingness to take an independent and questioning view of management.

The following is a summary of the experience, qualifications, attributes and skills of each Trustee that support the conclusion, as of the date of
this SAI, that each Trustee should serve as a Trustee in light of the Fund's business and structure. References to the qualifications, attributes and
skills of Trustees do not constitute the holding out of any Trustee as being an expert under Section 7 of the 1933 Act or the rules and regulations
of the SEC.

Randall C. Barnes. Mr. Barnes has served as a Trustee of the Fund and other funds in the Claymore Fund Complex since 2004. Mr. Barnes also
serves on the board of certain Claymore sponsored Canadian funds. Through his service as a Trustee of the Fund and as a member of the Audit
Committee, employment experience as President of Pizza Hut International and as Treasurer of PepsiCo, Inc. and his personal investment
experience. Mr. Barnes is experienced in financial, accounting, regulatory and investment matters.

Joseph E. Gallagher, Jr. Mr. Gallagher has served as a Trustee of the Fund since 2004. Through his service as a Trustee of the Fund, his
experience as Executive Managing Director and Chief Operating Officer of the Sub-Adviser, and his experience on professional and community
boards, Mr. Gallagher is experienced in financial, investment, compliance and regulatory matters.

Howard H. Kaplan. Mr. Kaplan has served as a Trustee of the Fund since 2004. Through his service as a Trustee of the Fund, his professional
training and experience as an attorney and partner of a law firm, Stinson Morrison Hecker LLP, and his prior experience, including Principal of
Blumenfeld, Kaplan & Sandweiss P.C., a law firm, Mr. Kaplan is experienced in financial, investment and regulatory matters.

Robert B. Karn III. Mr. Karn has served as a Trustee of the Fund and other funds in the Claymore Fund Complex since 2004. Through his
service as a Trustee of the Fund and as chairman of the Audit Committee, his service on other public and private company boards, his experience
as an accountant and consultant, and his prior experience, including Managing Partner of the Financial and Economic Consulting Practice of the
St. Louis office at Arthur Andersen, LLP, Mr. Karn is experienced in accounting, financial, investment and regulatory matters. The Board has
determined that Mr. Karn is an "audit committee financial expert" as defined by the SEC.

Ronald A. Nyberg. Mr. Nyberg has served as a Trustee of the Fund and other funds in the Claymore Fund Complex since 2003. Through his
service as a Trustee of the Fund and as chairman of the Nominating & Governance Committee, his professional training and experience as an
attorney and partner of a law firm, Nyberg & Cassioppi. LLC, and his prior employment experience, including Executive Vice President and
General Counsel of Van Kampen Investments, an asset management firm, Mr. Nyberg is experienced in financial, regulatory and governance
matters.

John M. Roeder. Mr. Roeder has served as a Trustee of the Fund since 2005. Through his service as a Trustee of the Fund, his service on another
public company board, his experience as a financial consultant, and his prior experience, including Office Managing Partner at Arthur Andersen,
LLP, Mr. Roeder is experienced in accounting, financial, investment and regulatory matters.

Ronald E. Toupin, Jr. Mr. Toupin has served as a Trustee of the Fund and other funds in the Claymore Fund Complex since 2003. Through his
service as a Trustee of the Fund and as chairman of the Board, and his professional training and employment experience, including Vice
President and Portfolio Manager for Nuveen Asset Management, an asset management firm, Mr. Toupin is experienced in financial, regulatory
and investment matters.

Each Trustee also now has considerable familiarity with the Fund, the Adviser, the Sub-Adviser and other service providers, and their
operations, as well as the special regulatory requirements governing regulated investment companies and the special responsibilities of
investment company trustees as a result of his substantial prior service as a Trustee of the Fund.
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Executive Officers

The following information relates to the executive officers of the Funds who are not Trustees. The Funds' officers receive no compensation from
the Funds but may also be officers or employees of the Adviser, the Sub-Adviser or affiliates of the Adviser or the Sub-Adviser and may receive
compensation in such capacities.

Term of
Office®
and
. Length
Name, Business of
Address(l) and Time Principal Occupations
Age Position Served During the Past Five Years
J. Thomas Chief Executive Officer Qfﬁcer Senior Managing Director, Chief Investment Officer of Claymore Advisors, LLC and Claymore
Futrell . since Securities, Inc. (2008-present). Chief Executive Officer of certain funds in the Fund Complex.
}(9652]; of birth: 2008 Formerly, Managing Director in charge of Research for Nuveen Asset Management (2000-2007).
Kevin M. Chief Legal Officer Officer  Senior Managing Director, General Counsel and Corporate Secretary of Claymore Advisors, LLC
Robinson since and Claymore Securities, Inc. (2007-present). Chief Legal Officer of certain funds in the Fund
Year of birth: 2008 Complex. Formerly, Associate General Counsel of NYSE Euronext, Inc. (formerly, Archipelago
1959 Holdings, Inc.) (2000- 2007); Senior Managing Director and Associate General Counsel of ABN
Amro Inc. (1997-2000); Senior Counsel in the Enforcement Division of the U.S. Securities and
Exchange Commission (1989-1997).
Steven M. Hill ~ Chief Financial Officer, Since Senior Managing Director of Claymore Advisors, LLC and Claymore Securities, Inc.; Chief
Year of birth: Chief Accounting Officer 2004 Financial Officer, Chief Accounting Officer and Treasurer of certain funds in the Fund Complex.
1964 and Treasurer Previously, Treasurer of Henderson Global Funds and Operations Manager for Henderson Global

Investors (NA) Inc. (2002-2003); Managing Director, FrontPoint Partners LLC (2001-2002);
Vice President, Nuveen Investments (1999-2001); Chief Financial Officer, Skyline Asset
Management LP, (1999); Vice President, Van Kampen Investments and Assistant Treasurer, Van
Kampen mutual funds (1989-1999).

Bruce Saxon Chief Compliance Officer Since Vice President-Fund Compliance Officer of Claymore Securities, LLC (2006-present). Chief

Year of birth: 2006 Compliance Officer of certain funds in the Fund Complex. Chief Compliance Officer/Assistant

1957 Secretary of Harris Investment Management, Inc. (2003-2006). Director-Compliance of Harrisdirect
LLC (1999-2003).

Mark E. Secretary Since Vice President; Assistant General Counsel of Claymore Securities, Inc. (2007-present). Secretary of

Mathiasen 2007 certain funds in the Fund Complex. Previously, Law Clerk, Idaho State Courts (2003-2006).

Year of birth:

1978

Jim Howley Assistant Treasurer Since Vice President, Fund Administration of Claymore Securities, Inc. (2004-present). Assistant Treasurer

Year of birth: 2004 of certain funds in the Fund Complex. Previously, Manager, Mutual Fund Administration of Van
Kampen Investments, Inc.

1972

Mark J. Furjanic Assistant Treasurer Since Vice President, Fund Administration Tax of Claymore Advisors, LLC and Claymore Securities, Inc.

Year of birth: 2008 (2005-present). Assistant Treasurer of certain funds in the Fund Complex. Formerly, Senior Manager

1959 for Ernst & Young LLP (1999-2005).

Donald P. Swade Assistant Treasurer Since Vice President, Fund Administration of Claymore Advisors, LLC and Claymore Securities, Inc.

Year of birth: 2008 (2006-present). Assistant Treasurer of certain funds in the Fund Complex. Formerly,

1972 Manager-Mutual Fund Financial Administration for Morgan Stanley/Van Kampen Investments

(2003-2006).

Melissa J. Assistant Secretary Since Vice President, Assistant General Counsel of Claymore Securities, Inc. (2005-present). Secretary of
Nguyen 2006 certain funds in the Fund Complex. Formerly, Associate, Vedder, Price, Kaufman & Kammbholz, P.C.
Year of birth: (2003-2005).

1978

Elizabeth H. Assistant Secretary Since Assistant General Counsel of Claymore Advisors, LLC (2009-present). Assistant Secretary of certain
Hudson 2009 funds in the Fund Complex. Formerly, associate at Bell Boyd & Lloyd LLP (2007-2008).

Year of birth:

1980

Table of Contents 116



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

16

Table of Contents

117



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

Term of
Office®
and
. Length
Name, Business of
Address(l) and Time Principal Occupations
Age Position Served During the Past Five Years

James J. Vice President Since Chief Investment Officer, and formerly Managing Director, and Senior Portfolio Manager, of
Cunnane, Jr. 2007 Fiduciary Asset Management, LLC (1996-present).
8235 Forsyth
Blvd., Ste. 700
St. Louis, MO
63105
Year of Birth:
1970
Quinn T. Kiley ~ Vice President Since Senior Vice President, Senior Portfolio Manager of Fiduciary Asset Management, LLC
8235 Forsyth 2009 (2005-present).
Blvd., Ste. 700
St. Louis, MO
63105
Year of Birth:
1973

@ The business address of each officer of the Fund is 2455 Corporate West Drive, Lisle, Illinois 60532, unless otherwise noted.

@ Officers serve at the pleasure of the Board of Trustees and until his or her successor is appointed and qualified or until his or her resignation
or removal.

Board Leadership Structure

The primary responsibility of the Board is to represent the interests of the Fund and to provide oversight of the management of the Fund. The
Fund's day-to-day operations are managed by the Adviser, the Sub-Adviser and other service providers who have been approved by the Board.
The Board is currently comprised of seven Trustees, six of whom (including the chairperson) are Independent Trustees and one of whom is
classified as an interested person of the Fund ("Interested Trustee"). Generally, the Board acts by majority vote of all the Trustees, including a
majority vote of the Independent Trustees if required by applicable law.

The Board has appointed an Independent Trustee, Mr. Toupin, as chairperson, who presides at Board meetings and who is responsible for,
among other things, participating in the planning of Board meetings, setting the tone of Board meetings and seeking to encourage open dialogue
and independent inquiry among the trustees and management. The Board has established two standing committees (as described below) and has
delegated certain responsibilities to those committees, each of which is comprised solely of Independent Trustees. The Board and its committees
meet periodically throughout the year to oversee the Fund's activities, review contractual arrangements with service providers, review the Fund's
financial statements, oversee compliance with regulatory requirements, and review performance. The Independent Trustees are represented by
independent legal counsel at Board and committee meetings. The Board has determined that this leadership structure, including an Independent
Trustee as chairperson, a supermajority of Independent Trustees and committee membership limited to Independent Trustees, is appropriate in
light of the characteristics and circumstances of the Fund.

Board Committees

The Trustees have determined that the efficient conduct of the Board of Trustees' affairs makes it desirable to delegate responsibility for certain
specific matters to committees of the Board of Trustees. The committees meet as often as necessary, either in conjunction with regular meetings
of the Board of Trustees or otherwise.

Audit Committee. The Board has an Audit Committee, composed of Messrs. Barnes, Kaplan, Karn, Nyberg, Roeder and Toupin. Mr. Karn serves
as chairperson of the Audit Committee. In addition to being "Independent Trustees" (defined for purposes herein as Trustees who: (1) are not
"interested persons” of the Fund as defined by the 1940 Act and (2) are "independent" of the Fund as defined by the NYSE listing standards),
each of these Trustees also meets the additional independence requirements for audit committee members as defined by the
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NYSE. The Audit Committee is charged with selecting the Fund's independent registered public accounting firm and reviewing accounting
matters with the Fund's independent registered public accounting firm.

The Audit Committee presents the following report:

The Audit Committee has performed the following functions: (i) the Audit Committee reviewed and discussed the audited financial statements
of the Fund with management of the Fund, (ii) the Audit Committee discussed with the Fund's independent registered public accounting firm the
matters required to be discussed by the Statement on Auditing Standards No. 61, (iii) the Audit Committee received the written disclosures and
the letter from the Fund's independent registered public accounting firm required by Impendence Standards Board Standard No. 1 and has
discussed with the Fund's independent registered public accounting firm the Fund's independent registered public accounting firm's
independence and (iv) the Audit Committee recommended to the Board of Trustees of the Fund that the financial statements be included in the
Fund's Annual Report for the past fiscal period.

Nominating and Governance Committee. The Board has a Nominating and Governance Committee, composed of Messrs. Barnes, Kaplan, Karn,
Nyberg, Roeder and Toupin, each of whom is an Independent Trustee. Mr. Nyberg serves as chairperson of the Nominating and Governance
Committee.

As part of its duties, the Nominating and Governance Committee makes recommendations to the full Board with respect to candidates for the
Board. The Nominating and Governance Committee will consider Trustee candidates recommended by Shareholders. In considering candidates
submitted by Shareholders, the Nominating and Governance Committee will take into consideration the needs of the Board and the
qualifications of the candidate. To have a candidate considered by the Nominating and Governance Committee, a Shareholder must submit the
recommendation in writing and must include the information required by the Procedures for Shareholders to Submit Nominee Candidates, which
are set forth as Appendix A to the Fund's Nominating and Governance Committee Charter. The Shareholder recommendation must be sent to the
Fund's Secretary, c/o Claymore Advisors, LLC, 2455 Corporate West Drive, Lisle, Illinois 60532.

Board and Committee Meetings. During the Fund's fiscal year ended November 30, 2009, the Board held 7 meetings, the Fund's Audit
Committee held 2 meetings and the Fund's Nominating and Governance Committee held 2 meetings.

Board's Role in Risk Oversight

Consistent with its responsibility for oversight of the Fund, the Board, among other things, oversees risk management of the Fund's investment
program and business affairs directly and through the committee structure it has established. The Board has established the Audit Committee and
the Nominating and Governance Committee to assist in its oversight functions, including its oversight of the risks the Fund faces. Each
committee reports its activities to the Board on a regular basis. Risks to the Fund include, among others, investment risk, credit risk, liquidity
risk, valuation risk and operational risk, as well as the overall business risk relating to the Fund. The Board has adopted, and periodically
reviews, policies, procedures and controls designed to address these different types of risks. Under the Board's supervision, the officers of the
Fund, the Adviser, the Sub-Adviser and other service providers to the Fund also have implemented a variety of processes, procedures and
controls to address various risks. In addition, as part of the Board's periodic review of the Fund's advisory, sub-advisory and other service
provider agreements, the Board may consider risk management aspects of the service providers' operations and the functions for which they are
responsible.

The Board requires officers of the Fund to report to the full Board on a variety of matters at regular and special meetings of the Board and its
committees, as applicable, including matters relating to risk management. The Audit Committee also receives reports from the Fund's
independent registered public accounting firm on internal control and financial reporting matters. On at least a quarterly basis, the Board meets
with the Fund's Chief Compliance Officer, including separate meetings with the Independent Trustees in executive session, to discuss
compliance matters and, on at least an annual basis, receives a report from the Chief Compliance Officer regarding the effectiveness of the
Fund's compliance program. The Board, with the assistance of Fund
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management, reviews investment policies and risks in connection with its review of the Fund's performance. In addition, the Board receives
reports from the Adviser and Sub-Adviser on the investments and securities trading of the Fund. With respect to valuation, the Board oversees a
pricing committee comprised of Fund officers and Adviser personnel and has approved Fair Valuation procedures applicable to valuing the
Fund's securities, which the Board and the Audit Committee periodically review. The Board also requires the Adviser to report to the Board on

other matters relating to risk management on a regular and as-needed basis.

Trustee Compensation

The Fund pays an annual retainer and fee per meeting attended to each Trustee who is not affiliated with the Adviser, Sub-Adviser or their
respective affiliates and pays an additional annual fee to the chairman of the Board of Trustees and of any committee of the Board of Trustees.
The following table provides information regarding the compensation of the Trustees for the Fund's fiscal year ended November 30, 2009. The

Fund does not accrue or pay retirement or pension benefits to Trustees as of the date of this SAIL

1
Name( )

Independent Trustees:
Randall C. Barnes
Howard H. Kaplan
Robert B. Karn III
Ronald A. Nyberg

John M. Roeder
Ronald E. Toupin

Aggregate
Estimated
Compensation
from the Fund

21,250
21,250
22,375
22,375
21,250
24,625

R I A

Pension or
Retirement
Benefits Accrued
as Part of

Fund Expenses(z)

None
None
None
None
None

None

(1) Trustees not entitled to compensation are not included in the table.

Total
Compensation
) from the Fund
Estimated and Fund
Annual Benefitfl) Complex®
Upon Retirement Paid to Trustee
None $ 267,300
None $ 21,250
None $ 22,375
None $ 384,925
None $ 21,250
None $ 328,625

(2) The Fund does not accrue or pay retirement or pension benefits to Trustees as of the date of this SAL

(3) As of the date of this SAI, the "Fund Complex" consists of 14 closed-end funds and 42 exchange-traded funds advised or serviced by the

Adviser or its affiliates.

Share Ownership

As of December 31, 2009, the most recently completed calendar year prior to the date of this SAI, each Trustee beneficially owned equity
securities of the Fund and all registered investment companies in the Fund Complex overseen by the trustee in the dollar range amounts

specified below.

Name

Independent Trustees:
Randall C. Barnes
Howard H. Kaplan
Robert B. Karn III
Ronald A. Nyberg

John M. Roeder
Ronald E. Toupin
Interested Trustees:

Joseph E. Gallagher, Jr.

Table of Contents

Dollar Range of Equity Securities

$10,001
$10,001
$10,001
$10,001
$10,001

None

None

in the Fund

$50,000
$50,000
$50,000
$50,000
$50,000

Aggregate Dollar Range of Equity
Securities in All Registered Investment
Companies Overseen by Trustee in

Fund Complex(l)

over $100,000
$10,001  $50,000
$10,001  $50,000

over $100,000
$10,001  $50,000
None

None
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(1) As of the date of this SAI, the "Fund Complex" consists of 14 closed-end funds and 42 exchange-traded funds advised or serviced by the
Adviser or its affiliates.

Indemnification of Officers and Trustees; Limitations on Liability
The governing documents of the Fund provide that the Fund will indemnify its Trustees and officers and may indemnify its employees or agents

against liabilities and expenses incurred in connection with litigation in which they may be involved because of their positions with the Fund, to
the fullest extent permitted by law.

19

Table of Contents 122



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

However, nothing in the governing documents of the Fund protects or indemnifies a trustee, officer, employee or agent of the Fund against any
liability to which such person would otherwise be subject in the event of such person's willful misfeasance, bad faith, gross negligence or
reckless disregard of the duties involved in the conduct of his or her position.

The Fund has entered into an Indemnification Agreement with each Independent Trustee, which provides that the Fund shall indemnify and hold
harmless such Trustee against any and all expenses actually and reasonably incurred by the Trustee in any proceeding arising out of or in
connection with the Trustee's service to the Fund, to the fullest extent permitted by the Declaration of Trust and By-Laws and the laws of the
State of Delaware, the Securities Act of 1933, as amended, and the Investment Company Act of 1940, as amended, unless it has been finally
adjudicated that (i) the Trustee is subject to such expenses by reason of the Trustee's not having acted in good faith in the reasonable belief that
his or her action was in the best interests of the Trust or (ii) the Trustee is liable to the Trust or its shareholders by reason of willful misfeasance,
bad faith, gross negligence, or reckless disregard of the duties involved in the conduct of his or her office, as defined in Section 17(h) of the
Investment Company Act of 1940, as amended.

Portfolio Management

James J. Cunnane Jr., Chief Investment Officer of the Sub-Adviser, and Quinn T. Kiley, Senior Vice President and Senior Portfolio Manager of
the Sub-Adviser, serve as the portfolio managers for the Fund.

Other Accounts Managed By the Portfolio Manager. As of November 30, 2009, Mr. Cunnane managed 1 registered investment company with
$209 million in assets; 1 other pooled investment vehicles with $55 million in assets, of which 1 other pooled investment vehicle with $55
million in assets had an advisory fee based on performance; and 230 other accounts with a total of $280 million in assets. As of November 30,
2009, Mr. Kiley managed 1 registered investment company with $209 million in assets; 1 other pooled investment vehicles with $55 million in
assets, of which 1 other pooled investment vehicle with $55 million in assets had an advisory fee based on performance; and 208 other accounts
with a total of $265 million in assets.

Potential Conflicts of Interest. Actual or apparent conflicts of interest may arise when a portfolio manager has day-to-day management
responsibilities with respect to more than one fund or other account. More specifically, portfolio managers who manage multiple funds and/or
other accounts may be presented with one or more of the following potential conflicts:

The management of multiple funds and/or other accounts may result in a portfolio manager devoting unequal time and attention to the
management of each fund and/or other account. The Sub-Adviser seeks to manage such competing interests for the time and attention of a
portfolio manager by having the portfolio managers' focus on a particular investment discipline. Most other accounts managed by a portfolio
manager are managed using the same investment models that are used in connection with the management of the Fund.

If a portfolio manager identifies a limited investment opportunity which may be suitable for more than one fund or other account, a fund may not
be able to take full advantage of that opportunity due to an allocation of filled purchase or sale orders across all eligible funds and other
accounts. To deal with these situations, the Sub-Adviser and the Fund have adopted procedures for allocating portfolio transactions across
multiple accounts. With respect to securities transactions for the funds, the Sub-Adviser determines which broker to use to execute each order,
consistent with its duty to seek best execution of the transaction. However, with respect to certain other accounts (such as other funds for which
the Sub-Adviser acts as sub-adviser, other pooled investment vehicles that are not registered mutual funds, and other accounts managed for
organizations and individuals), the Sub-Adviser may be limited by the client with respect to the selection of brokers or may be instructed to
direct trades through a particular broker. In these cases, trades for a fund in a particular security may be placed separately from, rather than
aggregated with, such other accounts. Having separate transactions with respect to a security may temporarily affect the market price of the
security or the execution of the transaction, or both, to the possible detriment of the Fund or other account(s) involved.

The Sub-Adviser and the Fund have adopted certain compliance procedures which are designed to address these types of conflicts. However,
there is no guarantee that such procedures will detect each and every situation in which a conflict arises.
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Portfolio Manager Compensation. As of November 30, 2009, the portfolio managers' compensation consisted of the following elements:

»_Base Salary. The primary portfolio managers are paid a base salary which is set at a level determined to be appropriate based upon the portfolio
managers' experience and responsibilities through the use of independent compensation surveys of the investment management industry.

»_Annual Bonus. The portfolio managers' annual bonus is determined by the CEO of Fiduciary pursuant to a specific company formula. It is not
based on the performance of the registrant or other managed accounts. The monies paid are directly derived from a "pool" created from
Fiduciary's earnings. The bonus is payable in a combination of cash and restricted Piper Jaffray Companies stock.

* The portfolio managers also participate in benefit plans and programs generally available to all employees.

Securities Ownership of the Portfolio Manager. As of November 30, 2009 the dollar range of equity securities of the Fund beneficially owned
by the portfolio manager is shown below:

James J. Cunnane, Jr.: $50,001-$100,000
Quinn T. Kiley: $10,001-$50,000
The Advisory Agreement

Claymore Advisors, LLC, a wholly-owned subsidiary of Claymore Group, Inc. ("Claymore Group"), acts as the Fund's investment adviser (the
"Adviser") pursuant to an investment advisory agreement with the Fund (the "Advisory Agreement"). The Adviser is a Delaware limited liability

company with principal offices located at 2455 Corporate West Drive, Lisle, Illinois 60532. The Adviser is a registered investment adviser.

Claymore Group is an indirect subsidiary of Guggenheim Partners, LLC ("Guggenheim Partners"), a diversified financial services firm with
more than 525 dedicated professionals. The firm provides capital markets services, portfolio and risk management expertise, wealth
management, investment advisory and family office services. Clients are an elite mix of individuals, family offices, endowments, foundations,
insurance companies and other institutions that have entrusted Guggenheim Partners with the supervision of more than $100 billion of assets.
The firm provides clients service from a global network of offices throughout the Americas, Europe, and Asia.

Under the terms of the Advisory Agreement, the Adviser oversees the administration of all aspects of the Fund's business and affairs and
provides, or arranges for others to provide, at the Adviser's expense, certain enumerated services, including maintaining the Fund's books and
records, preparing reports to the Fund's shareholders and supervising the calculation of the net asset value of its shares. All expenses of
computing the net asset value of the Fund, including any equipment or services obtained solely for the purpose of pricing shares or valuing its
investment portfolio, will be an expense of the Fund unless the Adviser voluntarily assumes responsibility for such expense.

The Advisory Agreement has an initial term of one year and thereafter will remain in effect from year to year if approved annually (i) by the
Fund's Board of Trustees or by the holders of a majority of its outstanding voting securities and (ii) by a majority of the Trustees who are not
"interested persons” (as defined in the 1940 Act) of any party to the Advisory Agreement, by vote cast in person at a meeting called for the
purpose of voting on such approval. The Advisory Agreement terminates automatically on its assignment and may be terminated without penalty
on 60 days written notice at the option of either party thereto or by a vote of a majority (as defined in the 1940 Act) of the Fund's outstanding
shares.

The Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or reckless disregard for its obligations
and duties thereunder, the Adviser is not liable for any error or judgment or mistake of law or for any loss suffered by the Fund. The Fund has
agreed that the name "Claymore" is the Adviser's property and that in the event the Adviser ceases to act as an investment adviser to the Fund,
the Fund will change its name to one not including "Claymore."
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Advisory Fees.
Fiscal Year Ended November 30,
2009 2008 2007
The Adviser received advisory fees of $ 3,296,771 $ 5,179,724 $ 6,033,959

The Sub-Advisory Agreement

Fiduciary Asset Management, LL.C, a wholly-owned subsidiary of Piper Jaffray Companies, acts as the Fund's sub-adviser (the "Sub-Adviser"),
pursuant to an investment sub-advisory agreement among the Fund, the Adviser and the Sub-Adviser (the "Sub-Advisory Agreement"). The
Sub-Adviser is a is a Missouri limited liability company with principal offices at 8235 Forsyth Blvd., Ste. 700, St. Louis, Missouri 63105. The
Sub-Adviser is a registered investment adviser.

Under the terms of the Sub-Advisory Agreement, the Sub-Adviser manages the portfolio of the Fund in accordance with its stated investment
objective and policies, makes investment decisions for the Fund, places orders to purchase and sell securities on behalf of the Fund and manages
its other business and affairs, all subject to the supervision and direction of the Fund's Board of Trustees and the Adviser.

The Sub-Advisory Agreement has an initial term of one year and thereafter will remain in effect from year to year if approved annually (i) by the
Fund's Board of Trustees or by the holders of a majority of its outstanding voting securities and (ii) by a majority of the Trustees who are not
"interested persons” (as defined in the 1940 Act) of any party to the Sub-Advisory Agreement, by vote cast in person at a meeting called for the
purpose of voting on such approval. The Sub-Advisory Agreement terminates automatically on its assignment and may be terminated without
penalty on 60 days written notice at the option of either party thereto, by the Fund's Board of Trustees or by a vote of a majority (as defined in
the 1940 Act) of the Fund's outstanding shares.

The Sub-Advisory Agreement provides that in the absence of willful misfeasance, bad faith, gross negligence or reckless disregard for its
obligations and duties thereunder, the Sub-Adviser is not liable for any error or judgment or mistake of law or for any loss suffered by the Fund.
The Fund has agreed that the name "Fiduciary" is the Sub-Adviser's property, and that in the event the Sub-Adviser ceases to act as sub-advisor
to the Fund, the Fund will change its name to one not including "Fiduciary."

Sub-Advisory Fees.
Fiscal Year Ended November 30,
2009 2008 2007
The Sub-Adviser received advisory fees of $ 1,648,386 $ 2,589,862 $ 3,016,980
Other Agreements

Administration Agreement. Claymore Advisors, LLC serves as administrator to the Fund. Pursuant to an administration agreement, dated
February 1, 2006 (the "Administration Agreement"), Claymore Advisors, LLC is responsible for: (1) coordinating with the custodian and
transfer agent and monitoring the services they provide to the Fund, (2) coordinating with and monitoring any other third parties furnishing
services to the Fund, (3) supervising the maintenance by third parties of such books and records of the Funds as may be required by applicable
federal or state law, (4) preparing or supervising the preparation by third parties of all federal, state and local tax returns and reports of the Fund
required by applicable law, (5) preparing and, after approval by the Fund, filing and arranging for the distribution of proxy materials and
periodic reports to shareholders of the Fund as required by applicable law, (6) preparing and, after approval by the Fund, arranging for the filing
of such registration statements and other documents with the SEC and other federal and state regulatory authorities as may be required by
applicable law, (7) reviewing and submitting to the officers of the Fund for their approval invoices or other requests for payment of the Fund's
expenses and instructing the custodian to issue checks in payment thereof and (8) taking such other action with respect to the Fund as may be
necessary in the opinion of the administrator to perform its duties under the administration agreement. Pursuant to the Administration
Agreement, the Fund pays Claymore Advisors a fee, accrued daily and paid monthly, at the annualized rate of 0.0238%.
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Administration Fees.

Fiscal Year Ended November 30,

2009 2008 2007
Claymore Advisors, LLC received administration
fees of $ 80,935 $ 116,293 $ 130,509

PORTFOLIO TRANSACTIONS

Subject to policies established by the Board of Trustees of the Fund, the Sub-Adviser is responsible for placing purchase and sale orders and the
allocation of brokerage on behalf of the Fund. Transactions in equity securities are in most cases effected on U.S. stock exchanges and involve
the payment of negotiated brokerage commissions. In general, there may be no stated commission in the case of securities traded in
over-the-counter markets, but the prices of those securities may include undisclosed commissions or mark-ups. Principal transactions are not
entered into with affiliates of the Fund. The Fund has no obligations to deal with any broker or group of brokers in executing transactions in
portfolio securities. In executing transactions, the Sub-Adviser seeks to obtain the best price and execution for the Fund, taking into account such
factors as price, size of order, difficulty of execution and operational facilities of the firm involved and the firm's risk in positioning a block of
securities. While the Sub-Adviser generally seeks reasonably competitive commission rates, the Fund does not necessarily pay the lowest
commission available.

Subject to obtaining the best price and execution, brokers who provide supplemental research, market and statistical information to the
Sub-Adviser or its affiliates may receive orders for transactions by the Fund. The term "research, market and statistical information" includes
advice as to the value of securities, and advisability of investing in, purchasing or selling securities, and the availability of securities or
purchasers or sellers of securities, and furnishing analyses and reports concerning issues, industries, securities, economic factors and trends,
portfolio strategy and the performance of accounts. Information so received will be in addition to and not in lieu of the services required to be
performed by the Sub-Adviser under the Sub-Advisory Agreement, and the expenses of the Sub-Adviser will not necessarily be reduced as a
result of the receipt of such supplemental information. Such information may be useful to Sub-Adviser and its affiliates in providing services to
clients other than the Fund, and not all such information is used by the Sub-Adyviser in connection with the Fund. Conversely, such information
provided to the Sub-Adviser and its affiliates by brokers and dealers through whom other clients of the Sub-Adviser and its affiliates effect
securities transactions may be useful to the Sub-Adviser in providing services to the Fund.

Although investment decisions for the Fund are made independently from those of the other accounts managed by the Sub-Adviser and its
affiliates, investments of the kind made by the Fund may also be made by those other accounts. When the same securities are purchased for or
sold by the Fund and any of such other accounts, it is the policy of the Sub-Adviser and its affiliates to allocate such purchases and sales in the
manner deemed fair and equitable to all of the accounts, including the Fund.

Commissions Paid. Unless otherwise disclosed below, the Fund paid no commissions to affiliated brokers during the last three fiscal years. The
Fund paid approximately the following commissions to brokers during the fiscal years shown:

Fiscal Year Ended November 30: All Brokers Affiliated Brokers
2009 $ 399,000 $ 0
2008 $ 460,000 $ 0
2007 $ 68,000 $ 0
Fiscal Year 2009 Percentages:

Commissions with affiliate to total transactions 0%
Value of brokerage transactions with affliate to total transactions 0%

During the fiscal year ended November 30, 2009, the Fund paid $0 in brokerage commissions on transactions totaling $0 to brokers selected
primarily on the basis of research services provided to the Adviser or the Sub-Adviser.
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PORTFOLIO TURNOVER

Portfolio turnover rate is calculated by dividing the lesser of an investment company's annual sales or purchases of portfolio securities by the
monthly average value of securities in its portfolio during the year, excluding portfolio securities the maturities of which at the time of
acquisition were one year or less. A high rate of portfolio turnover involves correspondingly greater brokerage commission expense than a lower
rate, which expense must be borne by the Fund and indirectly by its shareholders. A higher rate of portfolio turnover may also result in taxable
gains being passed to shareholders sooner than would otherwise be the case. For the fiscal years ended November 30, 2009, November 30, 2008
and November 30, 2007, the Fund's portfolio turnover rate was 30%, 22% and 11%, respectively.

NET ASSET VALUE

The following information supplements the discussion of the Fund's net asset value set forth in the Prospectus under the heading "Net Asset
Value."

Deferred Tax Expense/Benefit

As a limited partner in the MLPs, the Fund includes its allocable share of the MLP's taxable income in computing its own taxable income.
Deferred income taxes in the financial statements of the Fund reflect (i) taxes on unrealized gains/(losses), which are attributable to the
temporary difference between fair market value and tax basis of the Fund's assets, (ii) the net tax effects of temporary differences between the
carrying amounts of such assets and liabilities for financial reporting purposes and the amounts used for income tax purposes and (iii) the net tax
benefit of accumulated net operating losses. To the extent the Fund has a deferred tax asset, consideration is given as to whether or not a
valuation allowance is required. The need to establish a valuation allowance for deferred tax assets is assessed periodically by the Fund based on
the criterion established by the Financial Accounting Standards Board, Accounting Standards Codification 740 (ASC 740, formerly SAFS No.
109) that it is more likely than not that some portion or all of the deferred tax asset will not be realized. In the assessment for a valuation
allowance, consideration is given to all positive and negative evidence related to the realization of the deferred tax asset. This assessment
considers, among other matters, the nature, frequency and severity of current and cumulative losses, forecasts of future profitability (which are
highly dependent on future MLP cash distributions), the duration of statutory carryforward periods and the associated risk that operating loss
carryforwards may expire unused. However, this assessment generally may not consider the potential for market value increases with respect to
the Fund's investments in equity securities of MLPs or any other securities or assets.

The Fund may rely to some extent on information provided by the MLPs, which may not necessarily be timely, to estimate taxable income
allocable to the MLP units held in the portfolio and to estimate the associated deferred tax asset or liability. Such estimates are made in good
faith. From time to time, as new information becomes available, the Fund modifies its estimates or assumptions regarding the deferred tax asset
or liability.

At November 30, 2009, the Fund had a net deferred tax liability of $31,384,550, and a net operating loss carryforward of $32,611,740.
Realization of the deferred tax assets and net operating loss carryforwards are dependent, in part, on generating sufficient taxable income prior to
expiration of the loss carryforwards. If not utilized, $15,066,691, $10,333,986 and $7,211,063 of the net operating loss carryforward will expire
in 2026, 2027 and 2029, respectively.

The Fund periodically reviews the recoverability of any deferred tax asset based on the weight of available evidence. For the year ended
November 30, 2008, the Fund's analysis of the need for a valuation allowance considered that it had incurred a cumulative loss over the three
year period ended November 30, 2008. Substantially all of the Fund's net pre-tax losses related to unrealized depreciation of investments
occurred during the fiscal fourth quarter of 2008 as a result of the unprecedented decline in the overall financial, commodity and MLP markets.
The Fund recognized significant appreciation of investments during the year ended November 30, 2009.

When assessing the recoverability of any deferred tax asset, significant weight is given to the Fund's forecast of future taxable income, which is
based principally on the expected continuation of MLP cash distributions at or near current levels. Consideration is also given to the effects of
the potential of additional future realized and
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unrealized gains or losses on investments and the period over which deferred tax assets can be realized, as the expiration dates for the federal tax
net operating loss carryforwards range from seventeen to twenty years and capital loss carryforwards expire in 5 years. Recovery of a deferred
tax asset is dependent on continued payment of the MLP cash distributions at or near current levels in the future and the resultant generation of
taxable income. As of November 30, 2009, 2008, 2007 and 2006, a valuation allowance for state income tax purposes of $1,138,993, $652,188,
$1,665,241 and $675,523, respectively, was recorded as it is unlikely that the Fund will be able to utilize the net operating losses sourced to
states (other than Illinois). The Fund will continue to assess the need for a valuation allowance in the future. The Fund will review its financial
forecasts in relation to actual results and expected trends on an ongoing basis. If a valuation allowance is required in the future, it could have an
impact on the Fund's net assets and results of operations in the period it is recorded.

TAXATION

This section and the discussion in the Prospectus (see "U.S. Federal Income Tax Considerations") provide a summary of the material U.S.
federal income tax considerations generally applicable to U.S. Shareholders (as defined in the Prospectus) that acquire Common Shares pursuant
to this offering and that hold such Common Shares as capital assets (generally, for investment). The discussion is based upon the Internal
Revenue Code of 1986, as amended (the "Code"), Treasury Regulations, judicial authorities, published positions of the Internal Revenue Service
(the "IRS") and other applicable authorities, all as in effect on the date hereof and all of which are subject to change or differing interpretations
(possibly with retroactive effect). This summary does not address all of the potential U.S. federal income tax consequences that may be
applicable to the Fund or to all categories of investors (for example, non-U.S. investors), some of which may be subject to special tax rules. No
ruling has been or will be sought from the IRS regarding any matter discussed herein. No assurance can be given that the IRS would not assert,
or that a court would not sustain, a position contrary to any of the tax aspects set forth below. Prospective investors must consult their own
tax advisors as to the U.S. federal income tax consequences of acquiring, holding and disposing of Common Shares, as well as the effects
of state, local and non-U.S. tax laws.

The Fund

The Fund is treated as a regular corporation, or "C" corporation, for U.S. federal income tax purposes. Accordingly, the Fund generally is subject
to U.S. federal income tax on its taxable income at the graduated rates applicable to corporations (currently at a maximum rate of 35%). In
addition, as a regular corporation, the Fund is subject to state income taxation by reason of its investments in equity securities of MLPs.
Therefore, the Fund may have state income tax liabilities (or benefits) in multiple states; however, because each state employs different tax rules
with respect to the allocation and apportionment of income, gain, and loss from partnership investments the Fund's state tax rate may be higher
or lower than the current Illinois statutory tax rate of 7.3%. The Fund may be subject to a 20% alternative minimum tax on its alternative
minimum taxable income to the extent that the alternative minimum tax exceeds the Fund's regular income tax liability. The extent to which the
Fund is required to pay U.S. corporate income tax or alternative minimum tax could materially reduce the Fund's cash available to make
distributions on the Common Shares. The Fund does not expect that it will be eligible to elect to be treated as a regulated investment company
because the Fund intends to invest more than 25% of its assets in the equity securities of MLPs.

Certain Fund Investments

MLP Equity Securities. MLPs are similar to corporations in many respects, but differ in others, especially in the way they are treated for U.S.
federal income tax purposes. A corporation is required to pay U.S. federal income tax on its income, and, to the extent the corporation distributes
its income to its shareholders in the form of dividends from earnings and profits, its shareholders are required to pay U.S. federal income tax on
such dividends. For this reason, it is said that corporate income is taxed at two levels. Unlike a corporation, an MLP is treated for U.S. federal
income tax purposes as a partnership, which means no U.S. federal income tax is paid at the partnership entity level. A partnership's net income
and net gains are considered earned by all of its partners and are generally allocated among all the partners in proportion to their interests in the
partnership. Each partner pays tax on its share of the partnership's net income and net gains regardless of whether the partnership
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distributes cash to the partners. All the other items (such as losses, deductions and expenses) that go into determining taxable income and tax
owed are passed through to the partners as well. Partnership income is thus said to be taxed only at one level at the partner level.

The Code generally requires all publicly-traded partnerships to be treated as corporations for U.S. federal income tax purposes. If, however, a
publicly-traded partnership satisfies certain requirements, the publicly-traded partnership will be treated as a partnership for U.S. federal income
tax purposes. Such publicly-traded partnerships are referred to herein as MLPs. Under these requirements, an MLP is required to receive 90
percent of its income from qualifying sources, such as interest, dividends, real estate rents, gain from the sale or disposition of real property,
income and gain from mineral or natural resources activities, income and gain from the transportation or storage of certain fuels, gain from the
sale or disposition of a capital asset held for the production of income described in the foregoing, and, in certain circumstances, income and gain
from commodities or futures, forwards and options with respect to commodities. Mineral or natural resources activities include exploration,
development, production, mining, refining, marketing and transportation (including pipelines), of oil and gas, minerals, geothermal energy,
fertilizers, timber or industrial source carbon dioxide. Many MLPs today are in energy, timber or real estate related (including mortgage
securities) businesses.

Although distributions from MLPs resemble corporate dividends, they are treated differently for U.S. federal income tax purposes. A distribution
from an MLP is not itself taxable (since income of the MLP is taxable to its investors even if not distributed) to the extent of the investor's basis
in its MLP interest and is treated as capital gain to the extent the distribution exceeds the investor's basis (see description below as to how an
MLP investor's basis is calculated) in the MLP.

To the extent that the Fund invests in the equity securities of an MLP, the Fund will be a partner in such MLP. Accordingly, the Fund will be
required to include in its taxable income the Fund's allocable share of the income, gains, losses, deductions and expenses recognized by each
such MLP, regardless of whether the MLP distributes cash to the Fund. Based upon a review of the historic results of the type of MLPs in which
the Fund has invested and in which the Fund intends to invest, the Fund expects that the cash distributions it will receive with respect to its
investments in equity securities of MLPs will exceed the taxable income allocated to the Fund from such MLPs. No assurance, however, can be
given in this regard. If this expectation is not realized, the Fund will have a larger corporate income tax expense than expected, which will result
in less cash available to distribute to shareholders.

The Fund will recognize gain or loss on the sale, exchange or other taxable disposition of an equity security of an MLP equal to the difference
between the amount realized by the Fund on the sale, exchange or other taxable disposition and the Fund's adjusted tax basis in such equity
security. Any such gain will be subject to U.S. federal income tax at the regular graduated corporate rates (currently at a maximum rate of 35%),
regardless of how long the Fund has held such equity security. The amount realized by the Fund generally will be the amount paid by the
purchaser of the equity security plus the Fund's allocable share, if any, of the MLP's debt that will be allocated to the purchaser as a result of the
sale, exchange or other taxable disposition. The Fund's tax basis in its equity securities in an MLP is generally equal to the amount the Fund paid
for the equity securities, (x) increased by the Fund's allocable share of the MLP's net taxable income and certain MLP debt, if any, and (y)
decreased by the Fund's allocable share of the MLP's net losses and any distributions received by the Fund from the MLP. Although any
distribution by an MLP to the Fund in excess of the Fund's allocable share of such MLP's net taxable income may create a temporary economic
benefit to the Fund, such distribution will increase the amount of gain (or decrease the amount of loss) that will be recognized on the sale of an
equity security in the MLP by the Fund.

The Fund's allocable share of certain percentage depletion deductions and intangible drilling costs of the MLP's in which the Fund invests may
be treated as items of tax preference for purposes of calculating the Fund's alternative minimum taxable income. Such items will increase the
Fund's alternative minimum taxable income and increase the likelihood that the Fund may be subject to the alternative minimum tax.

Other Investments. The Fund's transactions in foreign currencies, forward contracts, options and futures contracts (including options and futures
contracts on foreign currencies), to the extent permitted, will be subject
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to special provisions of the Code (including provisions relating to "hedging transactions" and "straddles") that, among other things, may affect
the character of gains and losses recognized by the Fund (i.e., may affect whether gains or losses are ordinary versus capital or short-term versus
long-term), accelerate recognition of income to the Fund and defer Fund losses. These provisions also (a) will require the Fund to
mark-to-market certain types of the positions in its portfolio (i.e., treat them as if they were closed out at the end of each year) and (b) may cause
the Fund to recognize income without receiving the corresponding amount cash.

If the Fund invests in debt obligations having original issue discount, the Fund may recognize taxable income from such investments in excess
of any cash received therefrom.

Foreign Investments. Dividends or other income (including, in some cases, capital gains) received by the Fund from investments in foreign
securities may be subject to withholding and other taxes imposed by foreign countries. Tax conventions between certain countries and the
United States may reduce or eliminate such taxes in some cases. Foreign taxes paid by the Fund will reduce the return from the Fund's
investments. Shareholders will not be entitled to claim credits or deductions on their own tax returns for foreign taxes paid by the Fund.

U.S. Shareholders

Distributions. Distributions by the Fund of cash or property in respect of the Common Shares will be treated as dividends for U.S. federal
income tax purposes to the extent paid from the Fund's current or accumulated earnings and profits (as determined under U.S. federal income tax
principles) and will be includible in gross income by a U.S. Shareholder upon receipt. Any such dividend will be eligible for the dividends
received deduction if received by an otherwise qualifying corporate U.S. Shareholder that meets the holding period and other requirements for
the dividends received deduction. Dividends paid by the Fund to certain non-corporate U.S. Shareholders (including individuals), with respect to
taxable years beginning on or before December 31, 2010, are eligible for U.S. federal income taxation at the rates generally applicable to
long-term capital gains for individuals (currently at a maximum tax rate of 15%), provided that the U.S. Shareholder receiving the dividend
satisfies applicable holding period and other requirements. Thereafter, dividends paid by the Fund to certain non-corporate U.S. shareholders
(including individuals) will be fully taxable at ordinary income rates unless further congressional action is taken.

If the amount of a Fund distribution exceeds the Fund's current and accumulated earnings and profits, such excess will be treated first as a
tax-free return of capital to the extent of the U.S. Shareholder's tax basis in the Common Shares, and thereafter as capital gain. Any such capital
gain will be long-term capital gain if such U.S. Shareholder has held the applicable Common Shares for more than one year.

U.S. Shareholders that participate in the Fund's Plan will be treated for U.S. federal income tax purposes as having (i) received a cash
distribution equal to the reinvested amount and (ii) reinvested such amount in Common Shares.

Sales of Common Shares. Upon the sale, exchange or other taxable disposition of Common Shares, a U.S. Shareholder generally will recognize
capital gain or loss equal to the difference between the amount realized on the sale, exchange or other taxable disposition and the U.S.
Shareholder's adjusted tax basis in the Common Shares. Any such capital gain or loss will be long-term capital gain or loss if the U.S.
Shareholder has held the Common Shares for more than one year at the time of disposition. Long-term capital gains of certain non-corporate
U.S. Shareholders (including individuals) are currently subject to U.S. federal income taxation at a maximum rate of 15% (scheduled to increase
to 20% for taxable years beginning after December 31, 2010). The deductibility of capital losses is subject to limitations under the Code.

A U.S. Shareholder's adjusted tax basis in its Common Shares may be less than the price paid for the Common Shares as a result of distributions
by the Fund in excess of the Fund's earnings and profits (i.e., returns of capital).

UBTI. Under current law, the Fund serves to "block" unrelated business taxable income ("UBTI") from being realized by its tax-exempt U.S.
Shareholders. Notwithstanding the foregoing, a tax-exempt U.S. Shareholder could realize UBTI by virtue of its investment in the Fund if the
Common Shares constitute debt-financed property in the hands of the tax-exempt U.S. Shareholder within the meaning of section 514(b) of the
Code.
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Information Reporting and Backup Withholding Requirements. In general, distributions on the Common Shares, and payments of the proceeds
from a sale, exchange or other disposition of the Common Shares paid to a U.S. Shareholder are subject to information reporting and may be
subject to backup withholding (currently at a maximum rate of 28%) unless the U.S. Shareholder (i) is a corporation or other exempt recipient or
(i1) provides an accurate taxpayer identification number and certifies that it is not subject to backup withholding. Backup withholding is not an
additional tax. Any amounts withheld under the backup withholding rules from a payment to a U.S. Shareholder will be refunded or credited
against the U.S. Shareholder's U.S. federal income tax liability, if any, provided that the required information is furnished to the IRS.

Each shareholder will receive, if appropriate, various written notices after the close of the Fund's taxable year describing the amount and the
U.S. federal income tax status of distributions that were paid (or that are treated as having been paid) by the Fund to the shareholder, and the
amount of any U.S. federal taxes withheld, during the preceding taxable year.

GENERAL INFORMATION
Book-Entry-Only Issuance

The Depository Trust Company ("DTC") will act as securities depository for the Common Shares offered pursuant to the prospectus. The
information in this section concerning DTC and DTC's book-entry system is based upon information obtained from DTC. The securities offered
hereby initially will be issued only as fully-registered securities registered in the name of Cede & Co. (as nominee for DTC). One or more
fully-registered global security certificates initially will be issued, representing in the aggregate the total number of securities, and deposited
with DTC.

DTC is a limited-purpose trust company organized under the New York Banking Law, a "banking organization" within the meaning of the New
York Banking Law, a member of the Federal Reserve System, a "clearing corporation” within the meaning of the New York Uniform
Commercial Code and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934, as
amended. DTC holds securities that its participants deposit with DTC. DTC also facilitates the settlement among participants of securities
transactions, such as transfers and pledges, in deposited securities through electronic computerized book-entry changes in participants' accounts,
thereby eliminating the need for physical movement of securities certificates. Direct DTC participants include securities brokers and dealers,
banks, trust companies, clearing corporations and certain other organizations. Access to the DTC system is also available to others such as
securities brokers and dealers, banks and trust companies that clear through or maintain a custodial relationship with a direct participant, either
directly or indirectly through other entities.

Purchases of securities within the DTC system must be made by or through direct participants, which will receive a credit for the securities on
DTC's records. The ownership interest of each actual purchaser of a security, a beneficial owner, is in turn to be recorded on the direct or indirect
participants' records. Beneficial owners will not receive written confirmation from DTC of their purchases, but beneficial owners are expected to
receive written confirmations providing details of the transactions, as well as periodic statements of their holdings, from the direct or indirect
participants through which the beneficial owners purchased securities. Transfers of ownership interests in securities are to be accomplished by
entries made on the books of participants acting on behalf of beneficial owners. Beneficial owners will not receive certificates representing their
ownership interests in securities, except as provided herein.

DTC has no knowledge of the actual beneficial owners of the securities being offered pursuant to the Prospectus; DTC's records reflect only the
identity of the direct participants to whose accounts such securities are credited, which may or may not be the beneficial owners. The
participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to direct participants, by direct participants to indirect participants, and by direct
participants and indirect participants to beneficial owners will be governed by arrangements among them, subject to any statutory or regulatory
requirements as may be in effect from time to time.
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Payments on the securities will be made to DTC. DTC's practice is to credit direct participants' accounts on the relevant payment date in
accordance with their respective holdings shown on DTC's records unless DTC has reason to believe that it will not receive payments on such
payment date. Payments by participants to beneficial owners will be governed by standing instructions and customary practices and will be the
responsibility of such participant and not of DTC or the Fund, subject to any statutory or regulatory requirements as may be in effect from time
to time. Payment of dividends to DTC is the responsibility of the Fund, disbursement of such payments to direct participants is the responsibility
of DTC, and disbursement of such payments to the beneficial owners is the responsibility of direct and indirect participants. Furthermore each
beneficial owner must rely on the procedures of DTC to exercise any rights under the securities.

DTC may discontinue providing its services as securities depository with respect to the securities at any time by giving reasonable notice to the
Fund. Under such circumstances, in the event that a successor securities depository is not obtained, certificates representing the securities will be
printed and delivered.

Counsel and Independent Registered Public Accounting Firm

Skadden, Arps, Slate, Meagher & Flom LLP, Chicago, Illinois, is special counsel to the Fund in connection with the issuance of the Common
Shares.

Ernst & Young LLP serves as the independent registered public accounting firm of the Fund and will annually render an opinion on the financial
statements of the Fund.

Proxy Voting Policy and Procedures and Proxy Voting Record

The Fund has delegated the voting of proxies relating to its portfolio securities to the Sub-Adviser. The Sub-Adviser's Proxy Voting Policy is
included as Appendix B to this Statement of Additional Information. Information on how the Fund voted proxies relating to portfolio securities
during the most recent twelve-month period ended June 30 is available without charge, upon request, by calling (800) 851-0264. The
information is also available on the SEC's web site at www.sec.gov.

Codes of Ethics

The Fund, the Adviser, Claymore Securities, Inc. and the Sub-Adviser each have adopted a code of ethics. The respective codes of ethics set
forth restrictions on the trading activities of trustees/directors, officers and employees of the Fund, the Adviser, Claymore Securities, Inc., the
Sub-Adviser and their affiliates, as applicable. The codes of ethics of the Fund, the Adviser, Claymore Securities, Inc. and the Sub-Adviser are
on file with the Securities and Exchange Commission and can be reviewed and copied at the Securities and Exchange Commission's Public
Reference Room in Washington, D.C., and information on the operation of the Public Reference Room may be obtained by calling the Securities
and Exchange Commission at (202) 942-8090. The codes of ethics are also available on the EDGAR Database on the Securities and Exchange
Commission's Internet site at http://www.sec.gov, and copies of the codes of ethics may be obtained, after paying a duplicating fee, by electronic
request at the following email address: publicinfo@sec.gov, or by writing the Securities and Exchange Commission's Public Reference Section,
Washington, D.C. 20549-0102.

FINANCIAL STATEMENTS AND REPORT OF
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Fund's audited financial statements appearing in the Fund's annual report to shareholders for the period ended November 30, 2009,
including accompanying notes thereto and the report of Ernst & Young LLP thereon, are incorporated by reference in this Statement of
Additional Information. Shareholder reports are available upon request and without charge by calling (888) 991-0091 or by writing the Fund at
2455 Corporate West Drive, Lisle, Illinois 60532. All other portions of the Fund's annual report to shareholders are not incorporated herein by
reference and are not part of the Fund's registration statement, this Statement of Additional Information, the Prospectus or any prospectus
supplement.
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APPENDIX A

DESCRIPTION OF SECURITIES RATINGS
Standard & Poor's
A brief description of the applicable Standard & Poor's rating symbols and their meanings (as published by Standard & Poor's) follows:
Issue Credit Ratings Definitions
A Standard & Poor's issue credit rating is a forward-looking opinion about the creditworthiness of an obligor with respect to a specific financial
obligation, a specific class of financial obligations, or a specific financial program (including ratings on medium-term note programs and
commercial paper programs). It takes into consideration the creditworthiness of guarantors, insurers, or other forms of credit enhancement on the
obligation and takes into account the currency in which the obligation is denominated. The opinion reflects Standard & Poor's view of the

obligor's capacity and willingness to meet its financial commitments as they come due, and may assess terms, such as collateral security and
subordination, which could affect ultimate payment in the event of default.

Issue credit ratings can be either long term or short term. Short-term ratings are generally assigned to those obligations considered short-term in
the relevant market. In the U.S., for example, that means obligations with an original maturity of no more than 365 days including commercial
paper. Short-term ratings are also used to indicate the creditworthiness of an obligor with respect to put features on long-term obligations. The

result is a dual rating, in which the short-term rating addresses the put feature, in addition to the usual long-term rating. Medium-term notes are
assigned long-term ratings.

Long-Term Issue Credit Ratings
Issue credit ratings are based, in varying degrees, on Standard & Poor's analysis of the following considerations:

 Likelihood of payment capacity and willingness of the obligor to meet its financial commitment on an obligation in accordance with the terms
of the obligation;

» Nature of and provisions of the obligation;

¢ Protection afforded by, and relative position of, the obligation in the event of bankruptcy, reorganization, or other arrangement under the laws
of bankruptcy and other laws affecting creditors' rights.

Issue ratings are an assessment of default risk, but may incorporate an assessment of relative seniority or ultimate recovery in the event of
default. Junior obligations are typically rated lower than senior obligations, to reflect the lower priority in bankruptcy, as noted above. (Such
differentiation may apply when an entity has both senior and subordinated obligations, secured and unsecured obligations, or operating company
and holding company obligations.)

AAA An obligation rated 'AAA" has the highest rating assigned by Standard & Poor's. The obligor's capacity to meet its financial commitment
on the obligation is extremely strong.

AA An obligation rated 'AA’ differs from the highest-rated obligations only to a small degree. The obligor's capacity to meet its financial
commitment on the obligation is very strong.

A An obligation rated 'A' is somewhat more susceptible to the adverse effects of changes in circumstances and economic conditions than
obligations in higher-rated categories. However, the obligor's capacity to meet its financial commitment on the obligation is still strong.

BBB An obligation rated 'BBB' exhibits adequate protection parameters. However, adverse economic conditions or changing circumstances are
more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the obligation.

BB, B, CCC, CC, and C
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Obligations rated 'BB', 'B', 'CCC', 'CC', and 'C' are regarded as having significant speculative characteristics. 'BB' indicates the least degree of
speculation and 'C' the highest. While such obligations
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will likely have some quality and protective characteristics, these may be outweighed by large uncertainties or major exposures to adverse
conditions.

BB An obligation rated 'BB' is less vulnerable to nonpayment than other speculative issues. However, it faces major ongoing uncertainties or
exposure to adverse business, financial, or economic conditions which could lead to the obligor's inadequate capacity to meet its financial
commitment on the obligation.

B An obligation rated 'B' is more vulnerable to nonpayment than obligations rated 'BB', but the obligor currently has the capacity to meet its
financial commitment on the obligation. Adverse business, financial, or economic conditions will likely impair the obligor's capacity or
willingness to meet its financial commitment on the obligation.

CCC An obligation rated 'CCC' is currently vulnerable to nonpayment, and is dependent upon favorable business, financial, and economic
conditions for the obligor to meet its financial commitment on the obligation. In the event of adverse business, financial, or economic conditions,
the obligor is not likely to have the capacity to meet its financial commitment on the obligation.

CC An obligation rated 'CC' is currently highly vulnerable to nonpayment.

C A 'C'rating is assigned to obligations that are currently highly vulnerable to nonpayment, obligations that have payment arrearages allowed
by the terms of the documents, or obligations of an issuer that is the subject of a bankruptcy petition or similar action which have not
experienced a payment default. Among others, the 'C' rating may be assigned to subordinated debt, preferred stock or other obligations on which
cash payments have been suspended in accordance with the instrument's terms or when preferred stock is the subject of a distressed exchange
offer, whereby some or all of the issue is either repurchased for an amount of cash or replaced by other instruments having a total value that is
less than par.

D An obligation rated 'D' is in payment default. The 'D' rating category is used when payments on an obligation, including a regulatory capital
instrument, are not made on the date due even if the applicable grace period has not expired, unless Standard & Poor's believes that such
payments will be made during such grace period. The 'D’ rating also will be used upon the filing of a bankruptcy petition or the taking of similar
action if payments on an obligation are jeopardized. An obligation's rating is lowered to 'D' upon completion of a distressed exchange offer,
whereby some or all of the issue is either repurchased for an amount of cash or replaced by other instruments having a total value that is less
than par.

Plus (+) or minus (-): The ratings from 'AA" to 'CCC' may be modified by the addition of a plus (+) or minus (-) sign to show relative standing
within the major rating categories.

NR This indicates that no rating has been requested, that there is insufficient information on which to base a rating, or that Standard & Poor's
does not rate a particular obligation as a matter of policy.

Short-Term Issue Credit Ratings

A-1 A short-term obligation rated 'A-1"is rated in the highest category by Standard & Poor's. The obligor's capacity to meet its financial
commitment on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+). This indicates that the
obligor's capacity to meet its financial commitment on these obligations is extremely strong.

A-2 A short-term obligation rated 'A-2' is somewhat more susceptible to the adverse effects of changes in circumstances and economic
conditions than obligations in higher rating categories. However, the obligor's capacity to meet its financial commitment on the obligation is
satisfactory.

A-3 A short-term obligation rated 'A-3' exhibits adequate protection parameters. However, adverse economic conditions or changing
circumstances are more likely to lead to a weakened capacity of the obligor to meet its financial commitment on the obligation.

B A short-term obligation rated 'B' is regarded as having significant speculative characteristics. Ratings of 'B-1', 'B-2', and 'B-3' may be assigned
to indicate finer distinctions within the 'B' category. The obligor
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currently has the capacity to meet its financial commitment on the obligation; however, it faces major ongoing uncertainties which could lead to
the obligor's inadequate capacity to meet its financial commitment on the obligation.

B-1 A short-term obligation rated 'B-1"is regarded as having significant speculative characteristics, but the obligor has a relatively stronger
capacity to meet its financial commitments over the short-term compared to other speculative-grade obligors.

B-2 A short-term obligation rated 'B-2' is regarded as having significant speculative characteristics, and the obligor has an average
speculative-grade capacity to meet its financial commitments over the short-term compared to other speculative-grade obligors.

B-3 A short-term obligation rated 'B-3'" is regarded as having significant speculative characteristics, and the obligor has a relatively weaker
capacity to meet its financial commitments over the short-term compared to other speculative-grade obligors.

C A short-term obligation rated 'C' is currently vulnerable to nonpayment and is dependent upon favorable business, financial, and economic
conditions for the obligor to meet its financial commitment on the obligation.

D A short-term obligation rated 'D' is in payment default. The 'D' rating category is used when payments on an obligation, including a
regulatory capital instrument, are not made on the date due even if the applicable grace period has not expired, unless Standard & Poor's believes
that such payments will be made during such grace period. The 'D’ rating also will be used upon the filing of a bankruptcy petition or the taking
of a similar action if payments on an obligation are jeopardized.

Dual Ratings

Standard & Poor's assigns "dual" ratings to all debt issues that have a put option or demand feature as part of their structure. The first rating
addresses the likelihood of repayment of principal and interest as due, and the second rating addresses only the demand feature. The long-term
rating symbols are used for bonds to denote the long-term maturity and the short-term rating symbols for the put option (for example,
'AAA/A-1+"). With U.S. municipal short-term demand debt, note rating symbols are used with the short-term issue credit rating symbols (for
example, 'SP-1+/A-1+").

Moody's Investors Service Inc.

1"

A brief description of the applicable Moody's Investors Service, Inc. ("Moody's") rating symbols and their meanings (as published by Moody's)
follows:

Long-Term Obligation Ratings

Moody's long-term obligation ratings are opinions of the relative credit risk of fixed-income obligations with an original maturity of one year or
more. They address the possibility that a financial obligation will not be honored as promised. Such ratings reflect both the likelihood of default
and any financial loss suffered in the event of default.

Moody's Long-Term Rating Definitions:

Aaa Obligations rated Aaa are judged to be of the highest quality, with minimal credit risk.

Aa Obligations rated Aa are judged to be of high quality and are subject to very low credit risk.
A Obligations rated A are considered upper-medium grade and are subject to low credit risk.

Baa Obligations rated Baa are subject to moderate credit risk. They are considered medium-grade and as such may possess certain speculative
characteristics.

Ba Obligations rated Ba are judged to have speculative elements and are subject to substantial credit risk.
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B Obligations rated B are considered speculative and are subject to high credit risk.

Caa Obligations rated Caa are judged to be of poor standing and are subject to very high credit risk.

Ca Obligations rated Ca are highly speculative and are likely in, or very near, default, with some prospect of recovery of principal and interest.
C Obligations rated C are the lowest rated class of bonds and are typically in default, with little prospect for recovery of principal or interest.

Note: Moody's appends numerical modifiers 1, 2, and 3 to each generic rating classification from Aa through Caa. The modifier 1 indicates that
the obligation ranks in the higher end of its generic rating category; the modifier 2 indicates a mid-range ranking; and the modifier 3 indicates a
ranking in the lower end of that generic rating category.

Medium-Term Note Ratings

Moody's assigns long-term ratings to individual debt securities issued from medium-term note (MTN) programs, in addition to indicating ratings
to MTN programs themselves. Notes issued under MTN programs with such indicated ratings are rated at issuance at the rating applicable to all
pari passu notes issued under the same program, at the program's relevant indicated rating, provided such notes do not exhibit any of the
characteristics listed below:

* Notes containing features that link interest or principal to the credit performance of any third party or parties (i.e., credit-linked notes);
* Notes allowing for negative coupons, or negative principal;

* Notes containing any provision that could obligate the investor to make any additional payments;

* Notes containing provisions that subordinate the claim.

For notes with any of these characteristics, the rating of the individual note may differ from the indicated rating of the program.

For credit-linked securities, Moody's policy is to "look through" to the credit risk of the underlying obligor. Moody's policy with respect to
non-credit linked obligations is to rate the issuer's ability to meet the contract as stated, regardless of potential losses to investors as a result of
non-credit developments. In other words, as long as the obligation has debt standing in the event of bankruptcy, we will assign the appropriate
debt class level rating to the instrument.

Market participants must determine whether any particular note is rated, and if so, at what rating level. Moody's encourages market participants
to contact Moody's Ratings Desks or visit www.moodys.com directly if they have questions regarding ratings for specific notes issued under a
medium-term note program. Unrated notes issued under an MTN program may be assigned an NR symbol.

Short-Term Ratings

Moody's short-term ratings are opinions of the ability of issuers to honor short-term financial obligations. Ratings may be assigned to issuers,
short-term programs or to individual short-term debt instruments. Such obligations generally have an original maturity not exceeding thirteen
months, unless explicitly noted.

Moody's employs the following designations to indicate the relative repayment ability of rated issuers:

P-1 Issuers (or supporting institutions) rated Prime-1 have a superior ability to repay short-term debt obligations.
P-2 Issuers (or supporting institutions) rated Prime-2 have a strong ability to repay short-term debt obligations.
P-3 Issuers (or supporting institutions) rated Prime-3 have an acceptable ability to repay short-term obligations.

NP Issuers (or supporting institutions) rated Not Prime do not fall within any of the Prime rating categories.

Table of Contents 138



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

Note: Canadian issuers rated P-1 or P-2 have their short-term ratings enhanced by the senior-most long-term rating of the issuer, its guarantor or
support-provider.
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APPENDIX B

FIDUCIARY ASSET MANAGEMENT, LLC
PROXY VOTING POLICY

A. Statement of Policy

1. Itis the policy of Fiduciary Asset Management, LLC ("FAMCO") to vote all proxies over which it has voting authority in the best interest of
FAMCO's clients.

B. Definitions

2. By "best interest of FAMCO's clients," FAMCO means clients' best economic interest over the long term  that is, the common interest that all
clients share in seeing the value of a common investment increase over time. Clients may have differing political or social interests, but their
best economic interest is generally uniform.

3. By "material conflict of interest,” FAMCO means circumstances when FAMCO itself knowingly does business with a particular proxy issuer
or closely affiliated entity, and may appear to have a significant conflict of interest between its own interests and the interests of clients in how
proxies of that issuer are voted.

C. FAMCO Invests With Managements That Seek Shareholders' Best Interests

4. Under its investment philosophy, FAMCO generally invests client funds in a company only if FAMCO believes that the company's
management seeks to serve shareholders' best interests. Because FAMCO has confidence in the managements of the companies in which it
invests, it believes that management decisions and recommendations on issues such as proxy voting generally are likely to be in shareholders'
best interests.

5. FAMCO may periodically reassess its view of company managements. If FAMCO concludes that a company's management no longer serves
shareholders' best interests, FAMCO generally sells its clients' shares of the company. FAMCO believes that clients do not usually benefit from
holding shares of a poorly managed company or engaging in proxy contests with management. There are times when FAMCO believes
management's position on a particular proxy issue is not in the best interests of our clients but it does not warrant a sale of the client's shares. In
these circumstances, FAMCO will vote contrary to management's recommendations.

D. FAMCO's Proxy Voting Procedures

6. When companies in which FAMCO has invested client funds issue proxies, FAMCO routinely votes the proxies as recommended by
management, because it believes that recommendations by these companies' managements generally are in shareholders' best interests, and
therefore in the best economic interest of FAMCO's clients.

7. If FAMCO has decided to sell the shares of a company, whether because of concerns about the company's management or for other reasons,
FAMCO generally abstains from voting proxies issued by the company after FAMCO has made the decision to sell. FAMCO generally will not
notify clients when this type of routine abstention occurs.

8. FAMCO also may abstain from voting proxies in other circumstances. FAMCO may determine, for example, that abstaining from voting is
appropriate if voting may be unduly burdensome or expensive, or otherwise not in the best economic interest of clients, such as when foreign
proxy issuers impose unreasonable voting or holding requirements. FAMCO generally will not notify clients when this type of routine abstention
occurs.

9. The procedures in this policy apply to all proxy voting matters over which FAMCO has voting authority, including changes in corporate
governance structures, the adoption or amendment of compensation plans (including stock options), and matters involving social issues or
corporate responsibility.
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E. Alternative Procedures for Potential Material Conflicts of Interest

10. In certain circumstances, such as when the proponent of a proxy proposal is also a client of FAMCO, an appearance might arise of a
potential conflict between FAMCO's interests and the interests of affected clients in how the proxies of that issuer are voted.

11.a. When FAMCO itself knowingly does business with a particular proxy issuer and a material conflict of interest between FAMCO's
interests and clients' interests may appear to exist, FAMCO generally would, to avoid any appearance concerns, follow an alternative procedure
rather than vote proxies as recommended by management. Such an alternative procedure generally would involve causing the proxies to be
voted in accordance with the recommendations of an independent service provider that FAMCO may use to assist in voting proxies. FAMCO
generally will not notify clients if it uses this procedure to resolve an apparent material conflict of interest. FAMCO will document the
identification of any material conflict of interest and its procedure for resolving the particular conflict.

11.b. In unusual cases, FAMCO may use other alternative procedures to address circumstances when a material conflict of interest may appear
to exist, such as, without limitation:

(i) Notifying affected clients of the conflict of interest (if practical), and seeking a waiver of the conflict to permit FAMCO to vote the proxies
under its usual policy;

(i) Abstaining from voting the proxies; or

(i) Forwarding the proxies to clients so that clients may vote the proxies themselves.
FAMCO generally will notify affected clients if it uses one of these alternative procedures to resolve a material conflict of interest.
F. Other Exceptions

12. On an exceptions basis, FAMCO may for other reasons choose to depart from its usual procedure of routinely voting proxies as
recommended by management.

G. Voting by Client Instead of FAMCO

13. A FAMCO client may vote its own proxies instead of directing FAMCO to do so. FAMCO recommends this approach if a client believes
that proxies should be voted based on political or social interests.

14. FAMCO generally will not accept proxy voting authority from a client (and will encourage the client to vote its own proxies) if the client
seeks to impose client-specific voting guidelines that may be inconsistent with FAMCO's guidelines or with the client's best economic interest in
FAMCO's view.

15. FAMCO generally will abstain from voting on (or otherwise participating in) the commencement of legal proceedings such as shareholder
class actions or bankruptcy proceedings.

H. Persons Responsible for Implementing FAMCO's Policy

16. FAMCO's client services staff has primary responsibility for implementing FAMCQ's proxy voting procedures, including ensuring that
proxies are timely submitted. FAMCO also may use a service provider to assist in voting proxies, recordkeeping, and other matters.

17. FAMCO's Compliance Manager will routinely confer with FAMCO's Chief Investment Officer if there is a proxy proposal which would
result in a vote against management.

I. Recordkeeping
18. FAMCO or a service provider maintains, in accordance with Rule 204-2 of the Investment Advisers Act:

(i) Copies of all proxy voting policies and procedures;
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(i1) Copies of proxy statements received (unless maintained elsewhere as described below);

(iii) Records of proxy votes cast on behalf of clients;

(iv) Documents prepared by FAMCO that are material to a decision on how to vote or memorializing the basis for a decision;
(v) Written client requests for proxy voting information, and (vi) written responses by FAMCO to written or oral client requests.

20. FAMCO will obtain an undertaking from any service provider that the service provider will provide copies of proxy voting records and
other documents promptly upon request if FAMCO relies on the service provider to maintain related records.

21. FAMCO or its service provider may rely on the SEC's EDGAR system to keep records of certain proxy statements if the proxy statements
are maintained by issuers on that system (as is generally true in the case of larger U.S.-based issuers).

22. All proxy related records will be maintained in an easily accessible place for five years (and an appropriate office of FAMCO or a service
provider for the first two years).

J. Availability of Policy and Proxy Voting Records to Clients

23. FAMCO will initially inform clients of this policy and how a client may learn of FAMCO's voting record for the client's securities through
summary disclosure in Part II of FAMCO's Form ADV. Upon receipt of a client's request for more information, FAMCO will provide to the
client a copy of this proxy voting policy and/or how FAMCO voted proxies for the client during the period since this policy was adopted.

Adopted effective August 1, 2003 and as amended January 29, 2009.
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