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Amendment No. 1

This Form 8-K/A is filed as an amendment (Amendment No. 1) to the Current Report on Form 8-K filed by Palo Alto Networks, Inc. under Items 2.01, 3.02,
7.01 and 9.01 on April 11, 2014. Amendment No. 1 is being filed to include the financial statements and financial information required under Item 9.01.



Section 9 — Financial Statements and Exhibits

Item 9.01 Financial Statements and Exhibits

(a) Financial Statements of Business Acquired.

The unaudited condensed consolidated financial statements of Cyvera Ltd. for the three months ended March 31, 2014 and 2013 and the notes
related thereto are filed as Exhibit 99.1 to this Amendment No. 1 and are incorporated herein by reference.

The audited consolidated financial statements of Cyvera Ltd. for the year ended December 31, 2013 and the notes related thereto are filed as
Exhibit 99.2 to this Amendment No. 1 and are incorporated herein by reference.

(b) Pro Forma Financial Information.

The unaudited pro forma condensed combined financial information of Palo Alto Networks, Inc. and Cyvera Ltd. for the year ended July 31, 2013
and the nine months ended April 30, 2014 and the notes related thereto are filed as Exhibit 99.3 to this Amendment No. 1 and are incorporated
herein by reference.

(d) Exhibits.



SIGNATURES

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

 PALO ALTO NETWORKS, INC.
  

By: /s/ STEFFAN C. TOMLINSON

 Steffan C. Tomlinson
 Chief Financial Officer
 (Principal Financial and Accounting Officer)

Date: June 19, 2014
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Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-3 (No. 333-196496), S-3 (No. 333-196545), S-8 (No. 333-
182762) and S-8 (No. 333-191340) of Palo Alto Networks, Inc. of our report dated March 19, 2014 relating to the consolidated financial statements of Cyvera
Ltd., which appears in the Current Report on Form 8-K/A of Palo Alto Networks, Inc. dated June 19, 2014.

/s/ Kesselman & Kesselman
Certified Public Accountants (lsr.)
A member firm of PricewaterhouseCoopers International Limited

Tel-Aviv, Israel                    
June 19, 2014                    

                        



Exhibit 99.1

CYVERA LTD.

CONSOLIDATED BALANCE SHEET

 March 31, 2014  December 31, 2013
 (Unaudited)  (Audited)
 U.S. dollars  U.S. dollars

Assets    

CURRENT ASSETS:    
Cash and cash equivalents 7,400,443  8,675,156
Accounts receivables - trade 108,011  219,898
Accounts receivables - other 59,795  51,008

TOTAL CURRENT ASSETS 7,568,249  8,946,062

LONG-TERM ASSETS    
Security deposits 60,871  60,871

PROPERTY AND EQUIPMENT, NET 282,112  218,597
 342,983  279,468

TOTAL ASSETS 7,911,232  9,225,530

Liabilities and shareholders' equity    

CURRENT LIABILITIES:    
Accounts payable and accruals:    
Trade payables 201,472  70,816
Employee related payables 484,932  394,008
Other account payables 6,228,461  16,700
Deferred revenues 314,007  186,674

TOTAL CURRENT LIABILITIES 7,228,872  668,198

COMMITMENTS AND CONTINGENT LIABILITIES (note 4)    

SHAREHOLDERS' EQUITY:    
Ordinary Shares of NIS 0.10 par value; 8,789,444 shares authorized as of March

31, 2014 and December 31, 2013, 2,689,225 and 2,681,378 shares issued and
outstanding as of March 31, 2014 and December 31, 2013, respectively. 73,068  72,845

Series A Preferred Shares of NIS 0.10 par value; authorized, issued and
outstanding – 1,100,200 shares as of March 31, 2014 and December 31, 2013. 28,081  28,081

Series B Preferred Shares of NIS 0.10 par value; authorized, issued and
outstanding –2,046,276 shares as of March 31, 2014 and December 31, 2013. 57,589  57,589

Notes receivable for shares issued —  (55,405)
Additional paid-in capital 16,471,807  16,209,015

Accumulated deficit (15,948,185)  (7,754,793)

TOTAL SHAREHOLDERS' EQUITY 682,360  8,557,332

TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 7,911,232  9,225,530

The accompanying notes are an integral part of the financial statements.

1



CYVERA LTD.

CONSOLIDATED STATEMENT OF OPERATIONS
(Unaudited)

 Three Months Ended March 31,
 2014  2013
 U.S. dollars

REVENUES 56,920  12,367

COST OF REVENUES 52,597  4,930

GROSS PROFIT 4,323  7,437

OPERATING COSTS AND EXPENSES:    
Research and development 729,704  239,757
Sales and Marketing 628,666  34,474
General and administrative 6,852,692  82,255

TOTAL OPERATING EXPENSES 8,211,062  356,486

OPERATING LOSS (8,206,739)  (349,049)

FINANCIAL INCOME 13,347  16,813

LOSS BEFORE TAXES ON INCOME (8,193,392)  (332,236)

TAXES ON INCOME —  —

LOSS FOR THE PERIOD (8,193,392)  (332,236)

The accompanying notes are an integral part of the financial statements.
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CYVERA LTD. 

CONSOLIDATED STATEMENT OF CASH FLOWS
(Unaudited)

 Three Months Ended March 31,
 2014  2013
 U.S. dollars

CASH FLOWS FROM OPERATING ACTIVITIES:    

Loss for the period (8,193,392)  (332,236)

Stock based compensation expenses 255,953  —

Depreciation and amortization 26,447  6,617
Changes in operating asset and liability items:    

Increase in accounts receivables -trade 111,887  (18,406)

Increase in accounts receivables - other (8,787)  (10,054)

Increase in accounts payable - trade 130,656  8,624

Increase in accounts payable - other 6,302,685  110,386

Increase in deferred revenues 127,333  37,590

Net cash used in operating activities (1,247,218)  (197,479)

CASH FLOWS FROM INVESTING ACTIVITIES:    

Purchase of fixed assets (89,962)  (30,566)

Net cash used in investing activities (89,962)  (30,566)

CASH FLOWS FROM FINANCING ACTIVITIES:    
Proceeds from note receivable 55,405  —
Proceeds from option exercises 7,062  —
Net cash provided by financing activities 62,467  —

INCREASE IN CASH AND CASH EQUIVALENTS (1,274,713)  (228,045)

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 8,675,156  1,641,978

CASH AND CASH EQUIVALENTS AT END OF PERIOD 7,400,443  1,413,933
.

The accompanying notes are an integral part of the financial statements.
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CYVERA LTD.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1 - GENERAL:

a. Cyvera Ltd. was incorporated in Israel on June 5, 2011 and commenced operations on that date. Cyvera Inc. (the “US Subsidiary”) was incorporated
as a Delaware corporation in the United States on June 18, 2013 as a wholly owned subsidiary of the Company.

b. Cyvera Ltd. and the US Subsidiary (collectively the “Group” or the "Company") is a technology Group engaged in the development, design and sale
of, among others, cyber defense solutions that protect organizations from sophisticated targeted cyber attacks (AKA Advanced Persistent Threats, or
APTs) and mass attacks.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES:

The condensed consolidated financial statements are not audited but in the opinion of management reflect all adjustments that are of a normal recurring
nature and that are considered necessary for a fair statement of the results of the periods presented. Certain information and disclosures normally included
in audited financial statements have been omitted in these condensed consolidated financial statements. Because the condensed consolidated financial
statements do not include all of the information and disclosures required by U.S. GAAP for annual financial statements, they should be read in
conjunction with the audited financial statements and notes. The results for the three months ended March 31, 2014 are not necessarily indicative of a full
fiscal year’s results.

NOTE 3 - LIABILITY FOR SEVERANCE PAY

Israeli labor law generally requires payment of severance pay upon dismissal of an employee or upon termination of employment in certain other
circumstances. Pursuant to section 14 of the Severance Compensation Act, 1963 ("Section 14"), all the Company's employees are entitled to monthly
deposits, at a rate of 8.33% of their monthly salary, made in their name with insurance companies. The Company's severance pay liability to its
employees is fully covered by purchase of insurance policies.

Payments in accordance with Section 14 relieve the Company from any future severance payments in respect of those employees and as such the
Company may only utilize the insurance policies for the purpose of disbursement of severance pay.

NOTE 4 - COMMITMENTS AND CONTINGENT LIABILITIES

a. In July 2011 the Company entered into a lease agreement for the premises it used for a period of 12 months. The agreement was extended and
modified through February 2012 and October 2012. In April 2013 the Company entered into a lease agreement for the premises it uses for a period
of 12 months, starting from May 15, 2013, with an option by the Company to extend it for additional 16 months. On January 27, 2014 the Company
leased additional space and amended its Israeli office lease agreement, which amendment became effective as of February 1st, 2014, for a 12-month
period (until January 31, 2015), with an option for the company to extend the lease period for an additional 8-month period.

In November 2013, the US Subsidiary entered into a short term lease agreement with no material lease commitments.

The lease expenses of the Group for the three months ended March 31, 2014, were approximately $29,000. The estimated future minimum lease
payments for the remainder of 2014 under the abovementioned leases, are approximately $66,000.

b. On November 25, 2013, each of the U.S. Subsidiary and one of its employees received a letter from employee’s former employer claiming that the
employee and the U.S. Subsidiary were in breach of the employee’s employment contract and proprietary information and invention agreement with
the former employer . Specifically that the
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employee contacted at least one of the former employer's customers, on behalf of the U.S. Subsidiary, while revealing that his knowledge of the
customer's specific security needs was made through his dealings with that specific customer in the course of his employment with the former
employer. A response by U.S. Subsidiary's legal counsel was sent to the former employer on November 27, 2013, in which the U.S. Subsidiary
denied any unlawful conduct on its part or on employee's part. Management does not believe that this claim can result in a material loss to the
Company. Accordingly, no provision was recorded in connection with that matter.

c. On February 14, 2014, the US Subsidiary received a demand letter from counsel to former employee, threatening litigation in connection with the
termination of employee's employment on the basis of the following alleged theories: wrongful termination, breach of contract, breach of the
covenant of good faith and fair dealing, fraud and violation of California Labor Code Section 970. A response from the US Subsidiary's legal
counsel was provided to the former employee's counsel, on March 6, 2014, in which the US Subsidiary’s legal counsel rejected the former
employee's claims and denied any unlawful conduct on the part of the US Subsidiary. On June 3, 2014, the former employee submitted a Complaint
for Damages and Demand for Jury Trial with the State of California Superior Court, in the county of San Francisco, against Palo Alto Networks, Inc.
and Cyvera, Inc. At this stage in the litigation Management does not believe that a loss is probable and is unable to estimate a possible loss or range
of possible loss.

NOTE 5 - SHAREHOLDERS’ EQUITY:

a. Changes in shareholders' equity

Upon inception and until December 31, 2012, the Company issued 3,745,880 Ordinary Shares of the Company par value of NIS 0.10 each, and
1,100,200 preferred A shares of the Company par value of NIS 0.10 each (out of them 3,000,000 Ordinary Shares were issued to the Company's
founders), for a total consideration of $600,000 and $1,500,000, respectively.

On June 11, 2013, the Company entered into a share purchase agreement with certain shareholders and certain investors. Under this agreement, the
Company issued to the investors 689,673 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each. for a total consideration of
$3,562,500. In addition the shareholders and investors have committed, upon the achievement of the milestone defined in the agreement, to invest an
additional $3,562,500 in consideration for the issuance of additional 689,673 shares of the Company's Series B Preferred Shares par value of
NIS 0.10 each.

On July 31, 2013, the Company entered into a joinder to the Series B Agreement with a strategic investor. Under this agreement, the Company
issued to the strategic investor 278,289 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each, for a total consideration of
$1,437,502. In addition the strategic investor has committed, upon the achievement of the milestone defined in the agreement, to invest additional
$1,437,502 in consideration for the issuance of additional 278,289 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each.

The milestone conditions set in the Series B Agreement were met during the last quarter of 2013 and the 967,962 shares were issued on December 3,
2013 for a total consideration of $5,000,002.

In connection with the Series B Agreement, the Company has converted 110,352 ordinary shares of its founders into Series B preferred shares par
value of NIS 0.10 each. These converted shares were sold to certain investors as part of the Series B Agreement.

On January 24, 2013 and June 30, 2013 the Company purchased, for no consideration an aggregate amount of 954,150 Ordinary Shares from one of
its shareholders.

On February 1, 2014, the Company entered into a Term Sheet with Palo Alto Networks, Inc. pursuant to which Palo Alto Networks, Inc. conveyed
its intent to enter into a transaction for the acquisition of the entire share capital of the Company. On March 22, 2014, the Company and its
shareholders and additional parties on behalf of the shareholders entered into a Share Purchase Agreement with Palo Alto Networks, Inc. and Palo
Alto Networks Holding B.V. (“Buyer”) pursuant to which the entire share capital of the Company will be purchased by Buyer at closing (the
“Acquisition”). On April 9, 2014, the closing of the Acquisition was consummated and the entire share capital of the Company was purchased by
Buyer.
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b. Rights attached to shares:

1) Ordinary Shares

The rights, preference, privileges and restrictions granted to and imposed on the Ordinary Shares are as follows:

Voting rights
    
Each holder of one (1) Ordinary Share shall have the right for one vote in respect of such share at the general meeting of the shareholders of the
Company.

Dividends

See note 5b(2) below.

Liquidation

See note 5b(2) below.

2) Preferred Shares

The Preferred Shares shall have all the rights and privileges of the Ordinary Shares. In addition, each preferred share shall entitle its holder to
the additional preferences and rights as set below:

Voting rights

The holders of Preferred Shares are entitled to vote, together with the holders of Ordinary Shares, on all matters submitted to shareholders for a
vote. Each holder of Preferred Shares is entitled to the number of votes in respect of such shares equal to the number of Ordinary Shares into
which each such Preferred Share held by it is convertible into at the time of such vote. The holders of Preferred Shares are entitled to certain
veto rights as set forth in the Company’s Articles of Association.

Conversion

Each Preferred Share of the Company is convertible, at any time and at the option of the holder thereof, into such number of Ordinary Shares in
accordance with the then in effect conversion ratio. As of the date hereof, the current conversion price per each Preferred Share of the Company
is equal to the original issue price of such Preferred Share.

Each Preferred Share shall be automatically converted into such number of Ordinary Shares into which such Preferred Shares are convertible at
the then effective conversion ratio, at the time of prior to (i) the closing of firmly underwritten public offering of ordinary shares of the
Company yielding at least $30 million and reflecting a price per share not less than five times the Series B Preferred Share original issue price
(as may be adjusted) or (ii) the election of the holders of 66% of the Preferred Shares (on an as converted basis and voting together as a single
class).

Liquidation

Upon the occurrence of a liquidation or a deemed liquidation (as defined in the Company's Articles of Association) the holders of Preferred
Shares shall participate with the Ordinary Shares on a pro-rata and as converted basis in any distribution, provided that if such distribution
results in the holders of Preferred Shares receiving less than their purchase price plus an amount equal to any declared but unpaid dividends less
any amount previously distributed to any such holders (collectively, the "Preference Amount") the holders of the Preferred Shares will be
entitled to receive the full Preference Amount, ratably among the holders of Preferred A Shares and Preferred B Shares, in preference to the
distribution to the holders of the Ordinary Shares.
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Dividends

Dividends on each Preferred Share shall accrue cumulatively until paid at the rate of eight percent (8%) per annum (the "Dividend Preference
Amount") and such Dividend Preference Amount shall be paid prior to the distribution of any dividends to the holders of Ordinary Shares,
ratably among the holders of Preferred A Shares and Preferred B Shares. Following distribution of the Dividend Preference Amount, the holders
of Preferred Shares shall be entitled to participate on a pro-rata and as converted basis in any distribution to the holders of Ordinary Shares.

    
c. Stock option plan

In June 2013, the Company adopted its 2013 Share Incentive Plan (the “Plan”). The Plan facilitates the grant of options to purchase the Company’s
ordinary shares to the employees, officers, directors, consultants and advisors of the Company and the U.S. Subsidiary. The current reserved pool
under the Plan is 654,920 ordinary shares.

The Plan provides that options granted to the Company’s employees, directors, officers consultants and advisors who are not controlling shareholders
and who are considered Israeli residents are intended to qualify for special tax treatment under the “capital gain track” provisions of Section 102(b)
(2) of the Israeli Income Tax Ordinance (the “Ordinance”). Israeli non-employee, consultants, advisors and controlling shareholders may only be
granted options under Section 3(i) of the Ordinance, which does not provide for similar tax benefits.

Options awarded under the Plan, generally vest and become exercisable according to the following schedule: 25% on the first anniversary of the date
on which the option is granted and the rest in 36 equal monthly installments unless otherwise stated in the applicable option agreement. Any option
not exercised within seven years from the grant date or within three months from termination of employment will expire, unless determined
otherwise by the board of directors. Each option can be exercised to purchase one share of Ordinary Shares of NIS 0.1 par value of the Company.

A summary of the stock option activity for the three months ended March 31, 2014 is as follows:

 Three Months Ended March 31, 2014

 Number  
Per Share Exercise

Price  

Weighted average
exercise price (in

USD)
Balance - December 31, 2013 427,303  $0.78 - $5.17  $0.98
Changes during the year:      

Granted 56,758  0.90  0.90
Exercised (7,847)  0.90  0.90
Forfeited (37,540)  0.90  0.90

Balance - March 31, 2014 438,674  $0.78 - $5.17  $0.98

A summary of options exercisable at March 31, 2014 is as follows:

 Number of Shares  
Per Share Exercise

Price  
Weighted average

exercise price
Options exercisable at March 31, 2014 53,803  $0.90 - $5.17  $1.07

The following table summarizes information about stock options outstanding at March 31, 2014:
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 Options Outstanding  Options Exercisable

Exercise Prices

Number
Outstanding at
March 31, 2014  

Weighted-Average
Remaining

Contractual Life
in Years  

Weighted-
Average Exercise

Price  

Number
Exerciseable at
March 31, 2014  

Weighted-Average
Exercise Price

$0.78 - $5.17 438,674  6.69  $1.07  53,803  $1.07

Aggregate intrinsic value $11,647,486      1,289,184   

The Company used the Black-Scholes option-pricing model to determine the fair value of grants made in 2013 and in the period ended March 31, 2014.
The following assumptions were applied in determining the compensation cost:

 
Three Months Ended March

31, 2014
Risk‑free interest rates range 1.11% - 2.17%
Expected term (in years) 4.38 - 7.00
Volatility 77.4%
Dividend yield 0%
Weighted average grant date fair value $25.08

As of March 31, 2014, there were 384,871 unvested options with a weighted average grant date fair value of $25.08 based on the Black-Scholes model.
As of March 31, 2014, approximately $7.5 million of total unrecognized compensation expense related to unvested share-based compensation granted
under the Company’s plans. That cost is expected to be recognized over a weighted-average period of 3.9 years.

Share-based compensation expenses included in the Company’s Statements of Operations were:

 
Three Months Ended March

31, 2014
 U.S. dollars
Research and development $ 38,596
Sales and Marketing (10,418)
General and administrative 227,775

Total share-based compensation expense $ 255,953

NOTE 6 - TAXES ON INCOME:

The income of the Cyvera Ltd. is taxed at the regular rate. On July 14, 2009 the Economic Rationalization Law (Legislation Amendments for the
Implementation of the Economic Plan for the years 2009 and 2010), 2009 (hereinafter - the "Amendment 2009"), was passed in the Knesset. This law
determined, inter alia a further gradual reduction of the corporate tax rate as from 2011, as follows: 2011 - 24%, 2012 - 23%, 2013 - 22%, 2014 - 21%,
2015 - 20%, 2016 and thereafter - 18%.

On December 6, 2011, the "Tax Burden Distribution Law" Legislation Amendments (2011) (hereinafter - the "2011 amendment") was published in the
official gazette. Under this law, the previously approved gradual decrease in corporate tax is discontinued and corporate tax rate will increase to 25% as
from 2012.

On August 5, 2013, the Law for Change of National Priorities (Legislative Amendments for Achieving the Budgetary Goals for 2013-2014), 2013
(hereinafter - the Law) was published in Reshumot (the Israeli government official gazette), enacting, among other things, raising the corporate tax rate
beginning in 2014 and thereafter to 26.5% (instead of 25%). The effect of the abovementioned change on the financial statements is immaterial.
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Cyvera Ltd. and the US Subsidiary have not received tax assessments since incorporation.

NOTE 7 - SUBSEQUENT EVENTS:

The Company's management has evaluated subsequent events through June 19, 2014, which is the date the financial statements were available to be
issued. See note 5a in respect of the Company's acquisition on April 9, 2014.
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Exhibit 99.2

INDEPENDENT AUDITOR'S REPORT

To the shareholders of

CYVERA LTD. 

We have audited the accompanying consolidated financial statements of Cyvera Ltd. and its subsidiary (the "Company"), which comprise the consolidated
balance sheet as of December 31, 2013, and the related consolidated statement of operations, changes in shareholders’ equity and of cash flows, for the year
then ended.

Management and the board of directors are responsible for the preparation and fair presentation of the consolidated financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

Our responsibility is to express an opinion on the consolidated financial statements based on our audits. We conducted our audits in accordance with auditing
standards generally accepted in the United States of America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The procedures
selected depend on our judgment, including the assessment of the risks of material misstatement of the consolidated financial statements, whether due to fraud
or error. In making those risk assessments, we consider internal control relevant to the Company's preparation and fair presentation of the consolidated
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Company's internal control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management and the board of directors, as well as evaluating the overall
presentation of the consolidated financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the financial position of Cyvera Ltd. and its
subsidiary at December 31, 2013, and the results of their operations and their cash flow for the year then ended in accordance with accounting principles
generally accepted in the United States of America.

/s/ Kesselman & Kesselman
Certified Public Accountants (lsr.)
A member firm of PricewaterhouseCoopers International Limited

Tel-Aviv, Israel
March 19, 2014



CYVERA LTD.
CONSOLIDATED BALANCE SHEET

 December 31, 2013

 U.S. dollars

Assets  
CURRENT ASSETS:  

Cash and cash equivalents 8,675,156

Accounts receivables - trade 219,898

Accounts receivables - other 51,008

TOTAL CURRENT ASSETS 8,946,062

LONG-TERM ASSETS  
Security deposits 60,871

 PROPERTY AND EQUIPMENT, NET (note 3a) 218,597

 279,468

TOTAL ASSETS 9,225,530

  

Liabilities and shareholders' equity  
CURRENT LIABILITIES:  

Accounts payable and accruals:  
Trade payables 70,816

Other account payables (note 3b) 410,708

Deferred revenues 186,674

TOTAL CURRENT LIABILITIES 668,198

 COMMITMENTS AND CONTINGENT LIABILITIES (note 5)  
SHAREHOLDERS' EQUITY (note 6):  

Ordinary Shares of NIS 0.10 par value; authorized 8,789,444 shares as of December 31, 2013, issued and
outstanding – 2,681,378 shares as of December 31, 2013. 72,845

Series A Preferred Shares of NIS 0.10 par value; authorized, issued and outstanding – 1,100,200 shares as of
December 31, 2013. 28,081

Series B Preferred Shares of NIS 0.10 par value; authorized, issued and outstanding –2,046,276 shares as of
December 31, 2013. 57,589

Notes receivable for shares issued (55,405)

Additional paid-in capital 16,209,015

Accumulated deficit (7,754,793)

TOTAL SHAREHOLDERS' EQUITY 8,557,332

  

 TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 9,225,530

The accompanying notes are an integral part of the financial statements.



CYVERA LTD.
CONSOLIDATED STATEMENT OF OPERATIONS

 
Year Ended December

31, 2013

 U.S. dollars

REVENUES 111,919

COST OF REVENUES 31,766

GROSS PROFIT 80,153

OPERATING COSTS AND EXPENSES:  
Research and development 5,029,692

Sales and Marketing 1,489,180

General and administrative 925,555

TOTAL OPERATING EXPENSES 7,444,427

OPERATING LOSS 7,364,274

FINANCIAL INCOME 29,423

LOSS BEFORE TAXES ON INCOME 7,334,851

TAXES ON INCOME (note 7) -

LOSS FOR THE PERIOD 7,334,851

The accompanying notes are an integral part of the financial statements.
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CYVERA LTD. 

CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY

 Ordinary Shares  Preferred A Shares  Preferred B Shares  
Additional

paid-in
capital,
net of
issue

expenses  

Notes
receivable
for shares

issued  

Retained
earnings

(accumulated
deficit)  

Total
Shareholders'

Equity 
Number
of shares  Amount  

Number
of shares  Amount  

Number
of shares  Amount  

 US dollars (except for share data)
BALANCE AT
DECEMBER 31, 2012 3,745,880  101,764   1,100,200  28,081  -  -  1,899,312  -  (419,942)   1,609,215

CHANGES DURING
2013:                    

Conversion of
Ordinary shares to
Series B Preferred
Shares (110,352)  (2,998)  -  -  110,352  2,998  -  -  -  -

Issuance of Series B
Preferred Shares, net -  -  -  -  1,935,924  54,591  9,857,902  (55,405)  -  9,857,088

Treasury shares (954,150)  (25,921)  -  -  -  -  25,921  -  -  -

Stock-based
compensation
expenses -  -  -  -  -  -  4,425,880  -  -  4,425,880

Loss for the period -  -  -  -  -  -  -  -  (7,334,851)  (7,334,851)

BALANCE AT
DECEMBER 31, 2013 2,681,378  72,845  1,100,200  28,081  2,046,276  57,589  16,209,015  (55,405)  (7,754,793)  8,557,332

The accompanying notes are an integral part of the financial statements.
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CYVERA LTD. 

CONSOLIDATED STATEMENT OF CASH FLOWS

 
Year Ended December

31, 2013

 U.S. dollars

CASH FLOWS FROM OPERATING ACTIVITIES:  
Loss for the period (7,334,851)

Stock based compensation expenses 4,425,880

Depreciation and amortization 62,995

Changes in operating asset and liability items:  
Increase in accounts receivables -trade (219,898)

Increase in accounts receivables - other (30,935)

Increase in accounts payable - trade 70,816

Increase in accounts payable - other 315,332

Increase in deferred revenues 186,674

Net cash used in operating activities (2,523,987)

CASH FLOWS FROM INVESTING ACTIVITIES:  
Security Deposits (60,871)

Purchase of fixed assets (239,052)

Net cash used in investing activities (299,923)

CASH FLOWS FROM FINANCING ACTIVITIES:  
Issuance of Preferred B shares 9,857,088

Net cash provided by financing activities 9,857,088

INCREASE IN CASH AND CASH EQUIVALENTS 7,033,178

CASH AND CASH EQUIVALENTS AT BEGINNING OF PERIOD 1,641,978

CASH AND CASH EQUIVALENTS AT END OF PERIOD 8,675,156

  

SUPPLEMENTARY INFORMATION ON ACTIVITIES NOT INVOLVING CASH FLOWS:  
Notes receivables for ordinary shares issued 55,405

Treasury shares 25,921

Conversion of Series B Preferred Shares 2,998

.
The accompanying notes are an integral part of the financial statements.
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CYVERA LTD.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOTE 1 - GENERAL:

a. Cyvera Ltd. was incorporated in Israel on June 5, 2011 and commenced operations on that date. Cyvera Inc. (the “US Subsidiary”) was incorporated
as a Delaware corporation in the United States on June 18, 2013 as a wholly owned subsidiary of the Company.

b. Cyvera Ltd. and the US Subsidiary (collectively the “Group” or the "Company") is a technology Group engaged in the development, design and sale
of, among others, cyber defense solutions that protect organizations from sophisticated targeted cyber attacks (AKA Advanced Persistent Threats, or
APTs) and mass attacks.

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES:

The consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles ("U.S. GAAP"), applied on a
consistent basis, unless otherwise indicated below.

The significant accounting policies applied are as follows:

a. Principles of consolidation

The consolidated financial statements include the accounts of Cyvera Ltd. and the US Subsidiary. All inter-company balances and transactions have
been eliminated in consolidation.

b. Functional currency

The currency of the primary economic environment in which the operations of the Group are conducted is the U.S. dollar (“Dollar”; “$”). The
Group’s financing is in Dollars and most of its revenues is generated in Dollars, thus, the functional currency of Cyvera Ltd. and of the US
Subsidiary is the Dollar.

Transactions and balances originally denominated in Dollars are presented at their original amounts. Balances in non-Dollar currencies are translated
into Dollars using historical and current exchange rates for non-monetary and monetary balances, respectively. For non-Dollar transactions and other
items (stated below) reflected in the statements of operations, the following exchange rates are used: (i) for transactions - exchange rates at
transaction dates or average rates; and (ii) for other items (derived from non-monetary balance sheet items such as depreciation and amortization,
etc.) - historical exchange rates. Currency transaction gains or losses are carried to financial income or expenses, as appropriate.

c. Use of estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United States 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 reported amounts of revenues and expenses during the reported periods. Actual results could differ from those
estimates. On an on-going basis, management evaluates its estimates, judgments and assumptions. Management bases its estimates, judgments and
assumptions on historical experience and on various other factors that are believed to

6



        

be reasonable under the circumstances, the results of which form the basis for making judgments about the carrying values of assets and liabilities
that are not readily apparent from other sources. As applicable to these consolidated financial statements, the most significant estimate relates to
assumptions underlying stock-based compensation.

d. Cash and cash equivalents

The Group considers all highly liquid investments, which include short-term bank deposits (up to three months from date of deposit) that are not
restricted as to withdrawal or use to be cash equivalents.

e. Property and equipment

Property and equipment are stated at cost, net of accumulated depreciation. Depreciation is computed by the straight-line method over the estimated
useful life of the assets.

Annual rates of depreciation are as follows:

 %
Computers and computers equipment 33
Software 33-100
Furniture and electronic equipment 7-15

Leasehold improvements are amortized by the straight-line method over the term of the lease, which is shorter than the estimated useful life of the
improvements.

f. Contingent Liabilities

Certain conditions, such as legal proceedings, may exist as of the date the financial statements are issued, that may result in a loss to the Company,
but that will only be resolved when one or more future events occur or fail to occur. In assessing loss contingencies related to legal proceedings that
are pending against the Company or unasserted claims that may result in such proceedings, the Company’s management evaluates the perceived
merits of any legal proceedings or unasserted claims as well as the perceived merits of the amount of relief sought or expected to be sought. Such
assessment inherently involves an exercise of judgment. Legal fees are expensed as incurred.

Management applies the guidance in Accounting Standards Codification (ASC) 450-20-25 when assessing losses resulting from contingencies. If the
assessment of a contingency indicates that it is probable that loss has been incurred and the amount of the liability can be estimated, then the
Company would record an accrued expense in the Company’s financial statements. The estimated liability if the assessment indicates that a potential
loss contingency is not probable but is reasonably possible, or is probable but cannot be estimated, then the nature of the contingent liability, together
with an estimate of the range of possible loss, if determinable, is disclosed.

Loss contingencies considered to be remote by management are generally not disclosed unless material or they involve guarantees, in which case the
guarantee would be disclosed.

g. Revenue recognition

Revenue from time based subscription transactions is recognized ratably over the contract term commencing with the date that all services are
available to customers and all other revenue recognition criteria have been satisfied.
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The Company considers the end of the initial implementation date of software to be the date that all services are available as the initial
implementation process is considered essential to the functionality. Generally, the initial implementation period is a short period. However, in some
cases the initial implementation process may take several months, mainly as a result of delays caused by the customer.

Revenue is recognized provided that arrangement (in the form of an agreement or purchase order) exists, the fee is fixed and determinable and
collection is probable. If uncertainties exist, revenue is recognized when the uncertainties are resolved, such as acceptance.

Revenue from professional services related to the implementation of the software is recognized ratably over the same period that the subscription
revenue is recognized as the Company considers the initial implementation as essential to functionality and not as a standalone separate deliverable.

Revenue from other professional services which are not related to implementation and are not essential to functionality is recognized when the
service is provided, based on time and materials, provided all other revenue recognition criteria are satisfied.

h. Research and development

Costs incurred in connection with the research and development of the Company’s products are expensed as incurred.

i. Fair value of financial instruments

The carrying amount of the Group's financial instruments, including cash equivalents, accounts payable and accrued liabilities approximate their fair
value, due to their short maturities.

j. Income taxes

The Group accounts for income taxes in accordance with ASC 740-10 and ASC 740-30. Deferred taxes are determined utilizing the assets and
liabilities method, which is based on the estimated future tax effects of the differences between the financial accounting and tax bases of assets and
liabilities under the applicable tax laws. Deferred tax balances are computed using the tax rates expected to be in effect when those differences
reverse. A valuation allowance in respect of deferred tax assets is provided if, based upon the weight of available evidence, it is more likely than not
that some or all of the deferred tax assets will not be realized.

The Group applies ASC 740-10 (originally issued as FASB Interpretation 48, "Accounting for Uncertainty in Income Taxes - an Interpretation of
FASB Statement 109)("ASC 740-10"). ASC 740-10 clarifies the accounting and reporting for uncertainties in income tax. ASC 740-10 prescribes a
comprehensive model for the financial statement recognition, measurement, presentation and disclosure of uncertain tax positions taken or expected
to be taken in income tax returns. The application of the pronouncement had no material effect on the Company's financial statements.

k. Concentration of credit risk

Financial instruments that potentially subject the Company to concentrations of credit risk consist principally of short term bank deposits, cash and
cash equivalents and trade receivable. Most of the Company’s cash and cash equivalents are invested in U.S. dollar instruments with major banks in
the U.S. and Israel. Management believes
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that the credit risk with respect to the financial institutions that hold the Company’s cash and cash equivalents is low.

l. Comprehensive income

The Company applies ASC 220 (which establishes standards for reporting and display of comprehensive income and its components in a full set of
general purpose financial statements). There was no difference between the Company’s net income and its total comprehensive income for the year
ended December 31, 2013. The Company does not have any accumulated other comprehensive income or loss as of December 31, 2013.

m. Stock-based compensation

The Group applies ASC 718 "Stock Based Compensation" with respect to employees options, which requires awards classified as equity awards to
be accounted for using the grant-date fair value method. The fair value of share-based awards is estimated using the Black-Scholes valuation model,
the payment transaction is recognized as expense over the requisite service period, net of estimated forfeitures. The Group estimates forfeitures
based on historical experience and anticipated future conditions.

The Group recognizes compensation cost for an award with only service conditions that has a graded vesting schedule using the accelerated method
over the requisite service period for the entire award. For an award with performance conditions that has a graded vesting schedule, compensation
cost is recognized upon meeting such conditions, using the accelerated method over the requisite service period for the entire award.

The Group accounts for equity instruments issued to non-employees in accordance with the provisions of ASC 718, which requires that such equity
instruments be recorded at their fair value on the measurement date on an accrual basis. The standard requires adjusting the unvested fair value of the
options at each balance sheet date, such that the expense recognized is equal to the fair value of the vested award at the time the performance is
complete, which is typical upon vesting.

NOTE 3 - SUPPLEMENTARY BALANCE SHEETS INFORMATION:

a. Property and equipment, net:
    

 December 31, 2013

 U.S. dollars
Cost:  

Computers and computer equipment 159,097
Software 75,984
Furniture and electronic equipment 22,523
Leasehold improvements 31,540

 289,144
Less - Accumulated depreciation and amortization 70,547

 218,597

b. Accounts payables and accruals - other:
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 December 31, 2013
 U.S. dollars
Employees and related institutions 394,008
Accrued expenses 16,700

 410,708

NOTE 4 - LIABILITY FOR SEVERANCE PAY

Israeli labor law generally requires payment of severance pay upon dismissal of an employee or upon termination of employment in certain other
circumstances. Pursuant to section 14 of the Severance Compensation Act, 1963 ("Section 14"), all the Company's employees are entitled to monthly
deposits, at a rate of 8.33% of their monthly salary, made in their name with insurance companies. The Company's severance pay liability to its
employees is fully covered by purchase of insurance policies.

Payments in accordance with Section 14 relieve the Company from any future severance payments in respect of those employees and as such the
Company may only utilize the insurance policies for the purpose of disbursement of severance pay.

NOTE 5 - COMMITMENTS AND CONTINGENT LIABILITIES

a. In July 2011 the Company entered into a lease agreement for the premises it used for a period of 12 months. The agreement was extended and
modified through February 2012 and October 2012. In April 2013 the Company entered into a lease agreement for the premises it uses for a period
of 12 months, starting from May 15, 2013, with an option by the Company to extend it for additional 16 months. See note 8a in connection with the
extension of leasehold agreement in January 2014.

In November 2013, the US Subsidiary entered into a short term lease agreement with no material lease commitments.

The lease expenses of the Group for the year ended December 31, 2013, were approximately $60,555. The estimated future minimum lease
payments for 2014 under the abovementioned leases, are $36,366.

b. On November 25, 2013, each of the U.S. Subsidiary and one of its employees received a letter from employee’s former employer claiming that the
employee and the U.S. Subsidiary were in breach of the employee’s employment contract and proprietary information and invention agreement with
the former employer . Specifically that the employee contacted at least one of the former employer's customers, on behalf of the U.S. Subsidiary,
while revealing that his knowledge of the customer's specific security needs was made through his dealings with that specific customer in the course
of his employment with the former employer. A response by U.S. Subsidiary's legal counsel was sent to the former employer on November 27, 2013,
in which the U.S. Subsidiary denied any unlawful conduct on its part or on employee's part. Management does not believe that this claim can result
in a material loss to the Company. Accordingly, no provision was recorded in connection with that matter.

NOTE 6 - SHAREHOLDERS’ EQUITY:

a. Changes in shareholders' equity
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Upon inception and until December 31, 2012, the Company issued 3,745,880 Ordinary Shares of the Company par value of NIS 0.10 each, and
1,100,200 preferred A shares of the Company par value of NIS 0.10 each (out of them 3,000,000 Ordinary Shares were issued to the Company's
founders), for a total consideration of $600,000 and $1,500,000, respectively.

On June 11, 2013, the Company entered into a share purchase agreement with certain shareholders and certain investors. Under this agreement, the
Company issued to the investors 689,673 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each. for a total consideration of
$3,562,500. In addition the shareholders and investors have committed, upon the achievement of the milestone defined in the agreement, to invest an
additional $3,562,500 in consideration for the issuance of additional 689,673 shares of the Company's Series B Preferred Shares par value of
NIS 0.10 each.

On July 31, 2013, the Company entered into a Series B Agreement with a strategic investor. Under this agreement, the Company issued to the
strategic investor 278,289 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each, for a total consideration of $1,437,502. In
addition the strategic investor has committed, upon the achievement of the milestone defined in the agreement, to invest additional $1,437,502 in
consideration for the issuance of additional 278,289 shares of the Company's Series B Preferred Shares par value of NIS 0.10 each.

The milestone conditions set in the Series B Agreement were met during the last quarter of 2013 and the 967,962 shares were issued on December 3,
2013 for a total consideration of $5,000,002, of which $55,405 was received during the first quarter of 2014 (see also note 8b).

In connection with the Series B Agreement, the Company has converted 110,352 ordinary shares of its founders into Series B preferred shares par
value of NIS 0.10 each. These converted shares were sold to certain investors as part of the Series B Agreement.

On January 24, 2013 and June 30, 2013 the Company purchased, for no consideration an aggregate amount of 954,150 Ordinary Shares from one of
its shareholders.

b. Rights attached to shares:

1) Ordinary Shares

The rights, preference, privileges and restrictions granted to and imposed on the Ordinary Shares are as follows:

Voting rights
    
Each holder of one (1) Ordinary Share shall have the right for one vote in respect of such share at the general meeting of the shareholders of the
Company.

Dividends

See note 6b(2) below.

Liquidation

See note 6b(2) below.
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2) Preferred Shares

The Preferred Shares shall have all the rights and privileges of the Ordinary Shares. In addition, each preferred share shall entitle its holder to
the additional preferences and rights as set below:

Voting rights

The holders of Preferred Shares are entitled to vote, together with the holders of Ordinary Shares, on all matters submitted to shareholders for a
vote. Each holder of Preferred Shares is entitled to the number of votes in respect of such shares equal to the number of Ordinary Shares into
which each such Preferred Share held by it is convertible into at the time of such vote. The holders of Preferred Shares are entitled to certain
veto rights as set forth in the Company’s Articles of Association.

Conversion

Each Preferred Share of the Company is convertible, at any time and at the option of the holder thereof, into such number of Ordinary Shares in
accordance with the then in effect conversion ratio. As of the date hereof, the current conversion price per each Preferred Share of the Company
is equal to the original issue price of such Preferred Share.

Each Preferred Share shall be automatically converted into such number of Ordinary Shares into which such Preferred Shares are convertible at
the then effective conversion ratio, at the time of prior to (i) the closing of firmly underwritten public offering of ordinary shares of the
Company yielding at least $30 million and reflecting a price per share not less than five times the Series B Preferred Share original issue price
(as may be adjusted) or (ii) the election of the holders of 66% of the Preferred Shares (on an as converted basis and voting together as a single
class).

Liquidation

Upon the occurrence of a liquidation or a deemed liquidation (as defined in the Company's Articles of Association) the holders of Preferred
Shares shall participate with the Ordinary Shares on a pro-rata and as converted basis in any distribution, provided that if such distribution
results in the holders of Preferred Shares receiving less than their purchase price plus an amount equal to any declared but unpaid dividends less
any amount previously distributed to any such holders (collectively, the "Preference Amount") the holders of the Preferred Shares will be
entitled to receive the full Preference Amount, ratably among the holders of Preferred A Shares and Preferred B Shares, in preference to the
distribution to the holders of the Ordinary Shares.

Dividends

Dividends on each Preferred Share shall accrue cumulatively until paid at the rate of eight percent (8%) per annum (the "Dividend Preference
Amount") and such Dividend Preference Amount shall be paid prior to the distribution of any dividends to the holders of Ordinary Shares,
ratably among the holders of Preferred A Shares and Preferred B Shares. Following distribution of the Dividend Preference Amount, the holders
of Preferred Shares shall be entitled to participate on a pro-rata and as converted basis in any distribution to the holders of Ordinary Shares.

    

c. Stock option plan
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In June 2013, the Company adopted its 2013 Share Incentive Plan (the “Plan”). The Plan facilitates the grant of options to purchase the Company’s
ordinary shares to the employees, officers, directors, consultants and advisors of the Company and the U.S. Subsidiary. The current reserved pool
under the Plan is 654,920 ordinary shares.

The Plan provides that options granted to the Company’s employees, directors, officers consultants and advisors who are not controlling shareholders
and who are considered Israeli residents are intended to qualify for special tax treatment under the “capital gain track” provisions of Section 102(b)
(2) of the Israeli Income Tax Ordinance (the “Ordinance”). Israeli non-employee, consultants, advisors and controlling shareholders may only be
granted options under Section 3(i) of the Ordinance, which does not provide for similar tax benefits.

Options awarded under the Plan, generally vest and become exercisable according to the following schedule: 25% on the first anniversary of the date
on which the option is granted and the rest in 36 equal monthly installments unless otherwise stated in the applicable option agreement. Any option
not exercised within seven years from the grant date or within three months from termination of employment will expire, unless determined
otherwise by the board of directors. Each option can be exercised to purchase one share of Ordinary Shares of NIS 0.1 par value of the Company.

Following is a summary of the status of the option plan as of December 31, 2013:
 

 Year Ended December 31, 2013

 Number  
Per Share Exercise

Price  

Weighted average
exercise price (in

USD)
Options outstanding at beginning of the year —  $ —  $ —

Changes during the year:      
Granted 427,303  $0.78 - $5.17  0.98

Exercised —  —  —

Forfeited —  —  —

Options outstanding at end of year 427,303  $0.78 - $5.17  $ 0.98

A summary of options exercisable at December 31, 2013 is as follows:

 Number of Shares  
Per Share Exercise

Price  
Weighted average

exercise price

Options exercisable at December 31, 2013 32,277  $0.90 - $5.17  $1.08

The following table summarizes information about stock options outstanding at December 31, 2013:

  Options Outstanding  Options Exercisable

Exercise Prices  

Number
Outstanding at

December 31, 2013  

Weighted-Average
Remaining

Contractual Life
in Years  

Weighted-Average
Exercise Price  

Number
Exerciseable at

December 31, 2013  
Weighted-Average

Exercise Price

$0.78 - $5.17  427,303  6.9  0.98  32,277  1.08

  427,303    0.98  32,277  1.08

Aggregate intrinsic value  $ 10,297,184      $ 772,522   
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The fair value of these options was estimated on the date of grant using the Black-Scholes option-pricing model based on the following assumptions:

 
Year Ended December 31,

2013
Risk‑free interest rates range 1.41% - 2.06%
Expected term (in years) 4.38 - 7.00
Volatility 77.4%
Dividend yield 0%
Weighted average grant date fair value $25.91

The Company’s computation of expected volatility is based on comparable companies. of the Company’s stock. The expected option term was
calculated in accordance with the simplified method in accordance with ASC 718. The interest rate for periods within the contractual life of the
award is based on the U.S. Treasury yield curve in effect at the time of grant.

As of December 31, 2013, there were 395,026 unvested options with a weighted average grant date fair value of $25.08 based on the Black-Scholes
model. As of December 31, 2013, approximately $6.3 million of total unrecognized compensation expense related to unvested share-based
compensation granted under the Company’s plans. That cost is expected to be recognized over a weighted-average period of 3.8 years.

Share-based compensation expenses included in the Company’s Statements of Operations were:

 
Year Ended

December 31, 2013

 U.S. dollars
Research and development 3,356,010

Sales and Marketing 797,739

General and administrative 272,132

Total share-based compensation expense 4,425,880

NOTE 7 - TAXES ON INCOME:

a. Cyvera Ltd. is taxed under the Israeli law, and the US Subsidiary is taxed under the federal law of the U.S.

b. The income of the Cyvera Ltd. is taxed at the regular rate. On July 14, 2009 the Economic Rationalization Law (Legislation Amendments for the
Implementation of the Economic Plan for the years 2009 and 2010), 2009 (hereinafter - the "Amendment 2009"), was passed in the Knesset. This
law determined, inter alia a further gradual reduction of the corporate tax rate as from 2011, as follows: 2011 - 24%, 2012 - 23%, 2013 - 22%, 2014 -
21%, 2015 - 20%, 2016 and thereafter - 18%.

On December 6, 2011, the "Tax Burden Distribution Law" Legislation Amendments (2011) (hereinafter - the "2011 amendment") was published in
the official gazette. Under this law, the previously approved gradual decrease in corporate tax is discontinued and corporate tax rate will increase to
25% as from 2012.

On August 5, 2013, the Law for Change of National Priorities (Legislative Amendments for Achieving the Budgetary Goals for 2013-2014), 2013
(hereinafter - the Law) was published in Reshumot (the Israeli government official gazette), enacting, among other things, raising the corporate tax
rate beginning in 2014 and thereafter to 26.5% (instead of 25%). The effect of the abovementioned change on the financial statements is immaterial.
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c. Cyvera Ltd. and the US Subsidiary have not received tax assessments since incorporation.

d. The deferred tax assets in respect of the balances of temporary differences are as follows:

 December 31, 2013
 U.S. dollars
Deferred tax assets - in respect of:  

Provisions for employee rights 21,652
R&D expenses 328,678
Carry forward tax losses 654,250

 1,004,580

Less – valuation allowance (1,004,580)

 -

e. The application of ASC 740-10 had no material effect on the Company's financial statements.

f. The Company has carry forward tax losses in the amount of approximately $2.5 million.

NOTE 8 - SUBSEQUENT EVENTS:

a. On January 27, 2014 the Company leased additional space and amended its Israeli office lease agreement, which amendment became effective as of
February 1st, 2014, for a 12-month period (until January 31, 2015), with an option for the company to extend the lease period for an additional 8-
month period.

b. During the first quarter of 2014 all the notes receivable for shares issued under the Series B Agreement were fully paid.

c. On February 14, 2014, the US Subsidiary received a demand letter from counsel to former employee threatening litigation in connection with the
termination of the employee's employment on the basis of the following alleged theories: wrongful termination, breach of contract, breach of the
covenant of good faith and fair dealing, fraud and violation of California Labor Code Section 970. A response from the US Subsidiary's legal
counsel was provided to the former employee's counsel, on March 6, 2014, in which the US Subsidiary’s legal counsel rejected the former
employee's claims and denied any unlawful conduct on the part of the US Subsidiary. As of the date hereof, no litigation has been commenced.
Management does not believe that this claim can result in a material loss to the Company. Accordingly, no provision was recorded in connection
with this matter.

d. On February 19, 2014, the board of directors of the Company granted to Company's employees and advisors 56,758 options to purchase Ordinary
Shares of the Company, par value NIS 0.10 per each such share for the exercise price of $ 0.90 per share. 3,870 of the options granted are subject to
the achievement of several milestones, as defined in the grant agreements.

e. We have evaluated subsequent events through March 19, 2014, which is the date the financial statements were available to be issued.
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Exhibit 99.3

PALO ALTO NETWORKS, INC.

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined financial information are based on the historical financial statements of Palo Alto Networks,
Inc. (the “Company,”) and Cyvera Ltd. (“Cyvera”) after giving effect to the Company’s acquisition of Cyvera on April 9, 2014 and the assumptions,
reclassifications and adjustments described in the accompanying notes to the unaudited pro forma condensed combined financial information.

The unaudited pro forma condensed combined balance sheet as of April 30, 2014 is not required as the Company's balance sheet as of April 30, 2014
included in the Company's Quarterly Report on Form 10-Q for the quarterly period ended April 30, 2014 reflects the impact of the acquisition.

The unaudited pro forma condensed combined statements of operations for the nine months ended April 30, 2014, and year ended July 31, 2013, are
presented as if the acquisition of Cyvera had occurred on August 1, 2012 and were carried forward through each of the aforementioned periods presented.

The preliminary allocation of the purchase price used in the unaudited pro forma condensed combined financial information is based upon preliminary
estimates. Additional information existing as of the acquisition date but unknown to us may become known during the remainder of the measurement period,
not to exceed 12 months from the acquisition date, which may result in changes to the amounts and allocations recorded.

The unaudited pro forma condensed combined financial information should be read in conjunction with the historical consolidated financial statements
and accompanying notes of the Company included in the Annual Report on Form 10-K for the fiscal year ended July 31, 2013 and the Quarterly Report on
Form 10-Q for the quarterly period ended April 30, 2014 and of Cyvera included in Exhibit 99.1 and Exhibit 99.2 of this Form 8-K/A for the year ended
December 31, 2013 and the three months ended March 31, 2014, respectively.

The unaudited pro forma condensed combined financial information is not intended to represent or be indicative of the Company’s consolidated results
of operations or financial position that the Company would have reported had the Cyvera acquisition been completed as of the dates presented, and should not
be taken as a representation of the Company’s future consolidated results of operations or financial position. The unaudited pro forma condensed combined
financial information does not reflect any operating efficiencies and/or cost savings that the Company may achieve with respect to the combined companies.



PALO ALTO NETWORKS, INC.
 

PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
For the Nine Months Ended April 30, 2014

(Unaudited, in thousands, except per share data)
 

 Historical      
 Nine Months Ended      
 April 30, 2014  March 31, 2014      

 
Palo Alto

Networks, Inc.  
Cyvera Ltd.

(Note 1)  
Pro Forma

Adjustments
(Note 3)   

Pro Forma
Combined

Revenue:         
Product $ 240,436  $ —  $ —   $ 240,436
Services 179,512  151  (76) (A)  179,587

Total revenue 419,948  151  (76)   420,023
Cost of revenue:         

Product 58,600  —  —   58,600
Services 52,421  76  3,719 (B)(E)  56,216

Total cost of revenue 111,021  76  3,719   114,816
Total gross profit 308,927  75  (3,795)   305,207
Operating expenses:         

Research and development 71,983  5,844  5,420 (C)(E)  83,247
Sales and marketing 228,095  2,457  172 (B)(C)(E)  230,724
General and administrative 57,575  8,074  (9,805) (C)(D)(E)  55,844
Legal settlement 141,173  —  —   141,173

Total operating expenses 498,826  16,375  (4,213)   510,988
Operating loss (189,899)  (16,300)  418   (205,781)
Interest income 619  —  —   619
Other expense, net 11  —  —   11
Loss before income taxes (189,269)  (16,300)  418   (205,151)
Provision for income taxes 5,125  —  —   5,125

Net loss $ (194,394)  $ (16,300)  $ 418   $ (210,276)

Net loss per share, basic and diluted $ (2.66)       $ (2.82)
Weighted-average shares used to compute net loss per

share, basic and diluted 73,127    1,442 (F)  74,569

See notes to pro forma condensed combined financial information.
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PALO ALTO NETWORKS, INC.
 

PRO FORMA CONDENSED COMBINED STATEMENT OF OPERATIONS
For the Year Ended July 31, 2013

(Unaudited, in thousands, except per share data)
 

 Historical      
 Year Ended      
 July 31, 2013  June 30, 2013      

 
Palo Alto

Networks, Inc.  
Cyvera Ltd.

(Note 1)  
Pro Forma

Adjustments
(Note 3)   

Pro Forma
Combined

Revenue:         
Product $ 243,707  $ —  $ —   $ 243,707
Services 152,400  49  (25) (A)  152,424

Total revenue 396,107  49  (25)   396,131
Cost of revenue:         

Product 63,412  —  —   63,412
Services 46,344  20  4,960 (B)(E)  51,324

Total cost of revenue 109,756  20  4,960   114,736
Total gross profit 286,351  29  (4,985)   281,395
Operating expenses:         

Research and development 62,482  840  7,223 (C)(E)  70,545
Sales and marketing 199,771  226  229 (B)(C)(E)  200,226
General and administrative 42,719  253  50 (C)(E)  43,022

Total operating expenses 304,972  1,319  7,502   313,793
Operating loss (18,621)  (1,290)  (12,487)   (32,398)
Interest income 484  —  —   484
Other expense, net (519)  (18)  —   (537)
Loss before income taxes (18,656)  (1,308)  (12,487)   (32,451)
Provision for income taxes 10,590  —  —   10,590

Net loss $ (29,246)  $ (1,308)  $ (12,487)   $ (43,041)

Net loss per share, basic and diluted $ (0.43)       $ (0.61)
Weighted-average shares used to compute net loss per

share, basic and diluted 68,682    1,373 (F)  70,055

See notes to pro forma condensed combined financial information.
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 NOTES TO PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION
(Unaudited)

1. Basis of Presentation

The unaudited pro forma condensed combined statements of operations for the nine months ended April 30, 2014, and for the year ended July 31, 2013,
are based on the historical financial statements of Palo Alto Networks, Inc. (the “Company”) and Cyvera, Ltd. (“Cyvera”) after giving effect to the
Company’s acquisition of Cyvera on April 9, 2014 and the assumptions, reclassifications and adjustments described in the accompanying notes to the
unaudited pro forma condensed combined financial information.

The Company accounts for business combinations pursuant to Financial Accounting Standards Board (“FASB”) Accounting Standards Codification
(ASC) 805, Business Combinations. In accordance with ASC 805, the Company allocates the fair value of the purchase price of its acquisitions to the tangible
assets acquired, liabilities assumed, and intangible assets acquired, based on their estimated fair values. The excess of the purchase price over the fair values
of these identifiable assets and liabilities is recorded as goodwill.

The fair values assigned to Cyvera's tangible and intangible assets acquired and liabilities assumed are based on management’s estimates and
assumptions. The estimated fair values of these tangible assets acquired, liabilities assumed, and intangible assets acquired are considered preliminary and are
based on the information that was available as of the acquisition date. Additional information existing as of the acquisition date but unknown to us may
become known during the remainder of the measurement period, not to exceed 12 months from the acquisition date, which may result in changes to the
amounts and allocations recorded.

The unaudited pro forma condensed combined financial information should be read in conjunction with the historical consolidated financial statements
and accompanying notes of the Company included in the Annual Report on Form 10-K for the fiscal year ended July 31, 2013 and the Quarterly Report on
Form 10-Q for the quarterly period ended April 30, 2014 and of Cyvera included in Exhibit 99.1 and Exhibit 99.2 of this Form 8-K/A for the three months
ended March 31, 2014 and the year ended December 31, 2013, respectively.

The unaudited pro forma condensed combined financial information is not intended to represent or be indicative of the Company’s consolidated results
of operations or financial position that would have been reported had the Cyvera acquisition been completed as of the dates presented, and should not be
taken as a representation of the Company’s future consolidated results of operations or financial position. The unaudited pro forma condensed combined
financial information does not reflect any operating efficiencies and/or cost savings that the Company may achieve with respect to the combined companies.

Accounting Periods Presented

Cyvera's historical fiscal year ended on December 31 and, for purposes of the unaudited pro forma condensed combined financial information, its
historical results have been aligned to more closely conform to the Company’s July 31 fiscal year end as explained below.

Certain pro forma adjustments were made to conform Cyvera's accounting policies to the Company’s accounting policies as noted below.

The unaudited pro forma condensed combined statements of operations of the Company and Cyvera for the nine months ended April 30, 2014 and year
ended July 31, 2013 are presented as if the Cyvera acquisition had taken place on August 1, 2012. Due to different fiscal period ends, the pro forma statement
of operations for the nine months ended April 30, 2014 combines the historical results of the Company for the nine months ended April 30, 2014 and the
historical results of Cyvera for the nine months ended March 31, 2014.

The pro forma statement of operations of the Company and Cyvera for the year ended July 31, 2013, due to different fiscal period ends, combines the
historical results of the Company for the year ended July 31, 2013 and the historical results of Cyvera for the twelve months ended June 30, 2013.
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A pro forma condensed combined balance sheet as of April 30, 2014 is not required as the Company's balance sheet as of April 30, 2014 included in the
Company's Quarterly Report on Form 10-Q for the quarterly period ended April 30, 2014 reflects the impact of the acquisition.

Reclassifications

No reclassifications were required to the presentation of Cyvera's historical financial statements in order to conform to the Company's presentation.

2. Cyvera Acquisition

On April 9, 2014, we completed our acquisition of Cyvera Ltd. (“Cyvera”), a privately-held cybersecurity company located in Tel Aviv, Israel. The
acquisition extends our next-generation security platform with an innovative approach to preventing attacks on the endpoint. We have accounted for this
transaction as a business combination in exchange for total consideration of approximately $177,647,000, which consisted of the following (in thousands):

 Amount

Cash $ 90,170
Common stock (1,281,000 shares) 87,477

Total $ 177,647

As part of the acquisition, we agreed to replace Cyvera's unvested options with our restricted stock units with an estimated fair value of $6,353,000. Of
the total estimated fair value, a portion was allocated to the purchase consideration and the remainder was allocated to future services and will be expensed
over the remaining service periods on a straight-line basis as share-based compensation.

In addition, we issued 276,000 shares of restricted common stock with a total fair value of $17,612,000 to certain Cyvera employees. The restriction on
these shares will be released over a period of three years from the acquisition date, subject to continued employment. These shares were excluded from the
purchase consideration and are being expensed over the remaining service periods on a straight-line basis as share-based compensation.

We expensed the related acquisition costs in the amount of $3,583,000 in general and administrative expenses in the three months ended April 30,
2014. 

The following table summarizes our preliminary allocation of the purchase consideration based on the fair value of assets acquired and liabilities
assumed (in thousands):

 Amount

Cash $ 6,930
Goodwill 144,992
Identified intangible assets 42,300
Accrued and other liabilities, net (6,950)
Long-term deferred tax liability, net (9,625)

Total $ 177,647

We expect to finalize the valuation as soon as practicable, but not later than 12 months from the acquisition date.

The following table presents details of the identified intangible assets acquired (in thousands, except years):
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 Fair Value  Estimated Useful Life

Developed technology $ 34,500  7 years
In-process research and development 7,600  N/A
Other 200  2 years

Total $ 42,300   

Goodwill generated from this business combination is primarily attributable to the assembled workforce and synergies from combined selling
opportunities of both network security products and endpoint security products. The goodwill is not tax deductible for Israeli income tax purposes.

3. Pro Forma Adjustments

The following pro forma adjustments are included in the Company’s unaudited pro forma condensed combined financial information:

(A) To record a reduction in revenues related to the estimated fair value of the acquired deferred revenue and the customer liability. The difference
between the preliminary fair values of acquired deferred revenues, representing amounts equivalent to the estimated costs plus an appropriate profit margin to
fulfill the obligations assumed, and the historical carrying amounts of Cyvera’s deferred revenues results in a discount to the recorded deferred revenue and is
therefore subsequently recognized as a reduction to revenues:

 Nine Months Ended  Year Ended

 April 30, 2014  July 31, 2013

 (in thousands)

Product $ —  $ —
Services (76)  (25)

Total reduction to revenue $ (76)  $ (25)

(B) To record the estimated amortization expense related to the intangible assets acquired in connection with the Company’s acquisition of Cyvera.

(C) To adjust for differences in the Company’s and Cyvera's accounting policies by eliminating certain prepaid assets and property and equipment.

(D) To eliminate acquisition related transaction costs of $3,583,000 and $6,260,000 that were incurred by the Company and Cyvera in the nine months
ended April 30, 2014 and March 31, 2014, respectively.

(E) To record the estimated share-based compensation expense related to restricted common stock and awards replaced in connection with the
acquisition using the straight-line amortization method over the remaining vesting periods:

 Nine Months Ended  Year Ended

 April 30, 2014  July 31, 2013

 (in thousands)

Cost of revenue - Product $ —  $ —
Cost of revenue - Services 23  31
Research and development 5,403  7,204
Sales and marketing 92  123
General and administrative 35  46

Total $ 5,553  $ 7,404

(F) To reflect the estimated increase in weighted-average shares resulting from the issuance of common stock in connection with the Company’s
acquisition of Cyvera.

- 6 -


