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Safe Harbor Cautionary Statement

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
(the “Exchange Act”), and the Private Securities Litigation Reform Act of 1995. Such statements may be signified by terms such as “aim,” “anticipate,” “believe,”
“continue,” “expect,” “feel,” “intend,” “estimate,” “seek,” “plan,” “may,” “can,” “could,” “should,” “will,” “would” or similar expressions and the negatives of
those terms. In this report, forward-looking statements include statements regarding our financial projections, future financial performance and plans and objectives
for future operations including, without limitation, the following:

• expectations  regarding  our  financial  condition  and  results  of  operations,  including  revenue,  non-GAAP  revenue,  revenue  growth,  non-GAAP  revenue  growth,
revenue mix, cost of revenue, operating expenses, operating income, non-GAAP operating income, non-GAAP operating margin, adjusted EBITDA and adjusted
EBITDA margin, cash flows and effective income tax rate;

• findings from our investigations into the cyberattack on our Orion Software Platform and internal systems (the "Cyber Incident"), including our understanding of
the nature, source and duration of the attack and our plans to ensure our products and internal systems are secure and provide additional information regarding
our findings,  as well  as our expectations  regarding the impact  of  the Cyber Incident  on our business  and reputation,  the success of  our related mitigation and
remediation efforts and the additional costs, liabilities and other adverse consequences that we may incur as a result of the Cyber Incident;

• expectations regarding the impact the government investigations and litigation resulting from the Cyber Incident may have on our business;
• expectations regarding the impact and benefits of the spin-off of the N-able business into a newly created and separately traded public company;
• expectations regarding investment in product development and our expectations about the results of those efforts;
• expectations concerning acquisitions and opportunities resulting from our acquisitions;
• expectations regarding hiring additional personnel globally in the areas of sales and marketing and research and development;
• intentions regarding our international earnings;
• expectations regarding our capital expenditures;
• expectations regarding the impact of the COVID-19 pandemic on our business, results of operations and financial condition; and
• our beliefs regarding the sufficiency of our cash and cash equivalents, cash flows from operating activities and borrowing capacity.

Forward-looking statements involve known and unknown risks, uncertainties and other factors that may cause our actual results, performance or achievements
to be materially and adversely different from any future results,  performance or achievements expressed or implied by the forward-looking statements.  Factors that
could cause or contribute to such differences include, but are not limited to, the following:

• numerous risks related to the Cyber Incident, including with respect to (1) the discovery of new or different information regarding the Cyber Incident, including
with  respect  to  its  scope,  the  threat  actor’s  access  to  SolarWinds’  environments  and  its  related  activities  during  such  period,  and  the  related  impact  on
SolarWinds’  systems,  products,  current  or  former  employees  and  customers,  (2)  the  possibility  that  our  mitigation  and  remediation  efforts  with  respect  to  the
Cyber Incident may not be successful, (3) the possibility that additional confidential, proprietary, or personal information, including information of SolarWinds’
current or former employees and customers, was accessed and exfiltrated as a result of the Cyber Incident, (4) numerous financial, legal, reputational and other
risks  to  us  related  to  the  Cyber  Incident,  including  risks  that  the  incident  or  SolarWinds’  response  thereto,  including  with  respect  to  providing  notices  to  any
impacted individuals,  may result  in the loss,  compromise or corruption of  data and proprietary information,  loss of  business as a result  of  termination or non-
renewal  of  agreements  or  reduced  purchases  or  upgrades  of  our  products,  severe  reputational  damage  adversely  affecting  customer,  partner  and  vendor
relationships and investor confidence, increased attrition of personnel and distraction of key and other personnel, U.S. or foreign regulatory investigations and
enforcement actions, litigation, indemnity obligations, damages for contractual breach, penalties for violation of applicable laws or regulations, significant costs
for remediation and the incurrence of other liabilities, (5) risks that our insurance coverage, including coverage relating to certain security and privacy damages
and claim expenses, may not be available or sufficient to compensate for all liabilities we incur related to these matters, (6) the possibility that our steps to secure
our internal environment,  improve our product development environment and ensure the security and integrity of the software that we deliver to our customers
may not be successful or sufficient to protect against future threat actors or attacks or be
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perceived by existing and prospective customers as sufficient to address the harm caused by Cyber Incident and (7) the risk that the impact of the Cyber Incident
may be proportionally greater in future periods as a result of the spin-off of the N-able business;

• other risks related to cyber security, including that we may experience other security incidents or have vulnerabilities in our systems and services exploited, which
may result  in compromises or breaches of our and our customers’ systems or, theft  or misappropriation of our and our customers’ confidential,  proprietary or
personal information, as well as exposure to legal and other liabilities, including the related risk of higher customer, employee and partner attrition and the loss of
key personnel, as well as negative impacts to our sales, renewals and upgrades;

• risks  related  to  the  recently  completed  spin-off  of  the  N-able  business  into  a  newly  created  and  separately  traded  public  company,  including  that  we  may  not
realize some or all of the anticipated strategic, financial, operational, marketing or other benefits from the separation, or such benefits may be delayed by a variety
of circumstances, which may not be under our control, we may experience increased difficulties in attracting, retaining and motivating employees or maintaining
or  initiating  relationships  with  partners,  customers  and  other  parties  with  which  we  currently  do  business,  or  may  do  business  in  the  future,  we  could  incur
significant liability if the separation is determined to be a taxable transaction, potential indemnification liabilities incurred in connection with the separation could
materially  affect  our  business  and  financial  results  and  N-able  may  fail  to  perform  under  various  transaction  agreements  that  were  executed  as  part  of  the
separation;

• the possibility that the global COVID-19 pandemic may adversely affect our business, results of operations and financial condition or the impact of the COVID-19
pandemic on the global economy or on the business operations and financial conditions of our customers, their end-customers and our prospective customers;

• the inability to sell products to new customers or to sell additional products or upgrades to our existing customers;
• any decline in our renewal or net retention rates;
• the evolving breadth of our sales motion and challenges, investments and additional costs associated with increased selling efforts toward enterprise customers;
• the  inability  to  generate  significant  volumes  of  high  quality  sales  leads  from  our  digital  marketing  initiatives  and  convert  such  leads  into  new  business  at

acceptable conversion rates;
• our ability to develop new products and product upgrades, and the timing and success of any such new product introductions and product upgrades;
• our ability to compete effectively in the markets we serve;
• our ability to attract, retain and motivate employees;
• the  possibility  that  general  economic  conditions  or  uncertainty  cause  information  technology  spending  to  be  reduced  or  purchasing  decisions  to  be  delayed,

including as a result of the COVID-19 pandemic;
• our inability to successfully identify, complete and integrate acquisitions and manage our growth effectively;
• risks associated with our international operations;
• our status as a controlled company;
• the possibility that our operating income could fluctuate and may decline as percentage of revenue as we make further expenditures to expand our operations in

order to support additional growth in our business;
• potential foreign exchange gains and losses related to expenses and sales denominated in currencies other than the functional currency of an associated entity;

and
• such other risks and uncertainties described more fully in documents filed with or furnished to the Securities and Exchange Commission, including the risk factors

discussed in our Annual Report on Form 10-K for the year ended December 31, 2020, our Quarterly Report on Form 10-Q for the quarter ended March 31, 2021
and our Quarterly Report on Form 10-Q for the quarter ended June 30, 2021.

Given these risks and uncertainties, you should not place undue reliance on these forward-looking statements. Also, forward-looking statements represent our
management’s beliefs and assumptions only as of the date of this Quarterly Report on Form 10-Q. Except as required by law, we assume no obligation to update these
forward-looking  statements  publicly,  or  to  update  the  reasons  actual  results  could  differ  materially  and  adversely  from  those  anticipated  in  these  forward-looking
statements, even if new information becomes available in the future.

Investors and others should note that we announce material information to our investors using our investor relations website (https://investors.solarwinds.com),
SEC filings, press releases, public conference calls and webcasts. We use these channels as well as social media to communicate with the public about our company,
our  business  and  other  matters.  It  is  possible  that  the  information  we  post  on  social  media  could  be  deemed  to  be  material  information.  Therefore,  we  encourage
investors, the media, and others interested in our company to review the information we post on the social media channels listed on our investor relations website.
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In  this  report  “SolarWinds,”  “Company,”  “we,”  “us”  and  “our”  refer  to  SolarWinds  Corporation  and  its  consolidated  subsidiaries.  On  July  19,  2021,  we
completed the previously announced separation and distribution of our managed service provider (“MSP” or “N-able”) business into a newly created and separately
traded public company, N-able, Inc. Unless otherwise indicated, all references to the Company exclude the N-able business for all periods presented.
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PART I: FINANCIAL INFORMATION

Item 1. Financial Statements

SolarWinds Corporation
Condensed Consolidated Balance Sheets

(In thousands, except share and per share information)
(Unaudited) 

September 30, December 31,
2021 2020

Assets
Current assets:

Cash and cash equivalents $ 708,890 $ 270,708 
Accounts receivable, net of allowances of $847 and $1,985 as of September 30, 2021 and December 31, 2020,

respectively 81,033 85,514 

Income tax receivable 3,219 1,011 
Prepaid and other current assets 27,338 20,080 
 Current assets of discontinued operations — 135,420 

Total current assets 820,480 512,733 
Property and equipment, net 35,211 39,059 
Operating lease assets 83,202 97,264 
Deferred taxes 139,093 147,265 
Goodwill 3,326,805 3,375,319 
Intangible assets, net 397,582 565,611 
Other assets, net 32,438 30,011 
Non-current assets of discontinued operations — 943,221 

Total assets $ 4,834,811 $ 5,710,483 
Liabilities and stockholders’ equity
Current liabilities:

Accounts payable $ 13,611 $ 12,390 
Accrued liabilities and other 35,242 53,140 
Current operating lease liabilities 15,028 14,951 
Accrued interest payable 152 157 
Income taxes payable 5,765 11,911 
Current portion of deferred revenue 316,870 336,573 
Current debt obligation 19,900 19,900 
 Current liabilities of discontinued operations — 42,182 

Total current liabilities 406,568 491,204 
Long-term liabilities:

Deferred revenue, net of current portion 33,942 36,511 
Non-current deferred taxes 20,168 54,691 
Non-current operating lease liabilities 85,464 100,430 
Other long-term liabilities 92,698 114,615 
Long-term debt, net of current portion 1,873,472 1,882,672 
Non-current liabilities of discontinued operations — 19,673 

Total liabilities 2,512,312 2,699,796 
Stockholders’ equity:

Common stock, $0.001 par value: 1,000,000,000 shares authorized and 158,402,918 and 156,519,611 shares issued
and outstanding as of September 30, 2021 and December 31, 2020, respectively 158 157 

Preferred stock, $0.001 par value: 50,000,000 shares authorized and no shares issued and outstanding as of
September 30, 2021 and December 31, 2020, respectively

— — 

Additional paid-in capital 2,555,790 3,112,262 
Accumulated other comprehensive income 23,258 127,212 
Accumulated deficit (256,707) (228,944)

Total stockholders’ equity 2,322,499 3,010,687 
Total liabilities and stockholders’ equity $ 4,834,811 $ 5,710,483 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SolarWinds Corporation
Condensed Consolidated Statements of Operations

(In thousands, except per share information)
(Unaudited)

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

Revenue:
Subscription $ 32,293 $ 26,871 $ 90,218 $ 75,371 
Maintenance 119,742 118,663 360,909 346,396 

Total recurring revenue 152,035 145,534 451,127 421,767 
License 29,236 39,284 80,788 109,454 

Total revenue 181,271 184,818 531,915 531,221 
Cost of revenue:

Cost of recurring revenue 17,949 13,645 49,331 39,441 
Amortization of acquired technologies 39,882 39,282 120,397 116,733 

Total cost of revenue 57,831 52,927 169,728 156,174 
Gross profit 123,440 131,891 362,187 375,047 
Operating expenses:

Sales and marketing 58,642 52,940 174,384 159,100 
Research and development 26,285 21,485 78,474 63,738 
General and administrative 28,551 23,875 90,135 64,430 
Amortization of acquired intangibles 13,784 12,596 41,704 37,453 

Total operating expenses 127,262 110,896 384,697 324,721 
Operating income (loss) (3,822) 20,995 (22,510) 50,326 
Other expense:

Interest expense, net (15,897) (16,792) (48,262) (59,202)
Other income (expense), net 1,478 (255) 1,865 (485)

Total other expense (14,419) (17,047) (46,397) (59,687)
Income (loss) before income taxes (18,241) 3,948 (68,907) (9,361)

Income tax expense (benefit) (19,321) 1,505 (26,322) 1,405 
Net income (loss) from continuing operations $ 1,080 $ 2,443 $ (42,585) $ (10,766)
 Net income (loss) from discontinued operations, net of tax (10,059) 10,059 14,822 36,528 
Net income (loss) $ (8,979) $ 12,502 $ (27,763) $ 25,762 

 Net income (loss) from continuing operations available to common stockholders $ 920 $ 2,430 $ (42,745) $ (10,697)
 Net income (loss) from discontinued operations available to common stockholders $ (10,059) $ 10,003 $ 14,822 $ 36,294 

Net income (loss) available to common stockholders per share:
 Basic earnings (loss) from continuing operations per share $ 0.01 $ 0.02 $ (0.27) $ (0.07)
 Basic earnings (loss) from discontinued operations per share $ (0.06) $ 0.06 $ 0.09 $ 0.23 

 Net basic earnings (loss) per share $ (0.06) $ 0.08 $ (0.18) $ 0.17 
 Diluted earnings (loss) from continuing operations per share $ 0.01 $ 0.02 $ (0.27) $ (0.07)
 Diluted earnings (loss) from discontinued operations per share $ (0.06) $ 0.06 $ 0.09 $ 0.23 

 Net diluted earnings (loss) per share $ (0.06) $ 0.08 $ (0.18) $ 0.17 
Weighted-average shares used to compute net income (loss) available to common stockholders per
share:

Shares used in computation of basic earnings (loss) per share 158,202 155,447 157,730 155,014 

Shares used in computation of diluted earnings (loss) per share 160,328 158,361 157,730 155,014 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SolarWinds Corporation
Condensed Consolidated Statements of Comprehensive Income (Loss)

(In thousands)
(Unaudited)

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

Net income (loss) $ (8,979) $ 12,502 $ (27,763) $ 25,762 
Other comprehensive income (loss):

Foreign currency translation adjustment (55,849) 59,039 (103,954) 56,388 
Other comprehensive income (loss) (55,849) 59,039 (103,954) 56,388 
Comprehensive income (loss) $ (64,828) $ 71,541 $ (131,717) $ 82,150 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SolarWinds Corporation
Condensed Consolidated Statements of Stockholders' Equity

(In thousands)
(Unaudited)

Three Months Ended September 30, 2021

Common Stock Additional 
Paid-in 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Accumulated 
Deficit

Total 
Stockholders’ 

EquityShares Amount

Balance at June 30, 2021 158,015 $ 158 $ 3,140,176 $ 79,107 $ (247,728) $ 2,971,713 
Foreign currency translation adjustment — — — (55,849) — (55,849)
Net loss — — — — (8,979) (8,979)
Comprehensive loss (64,828)
Exercise of stock options 69 — 126 — — 126 
Restricted stock units issued, net of shares withheld for taxes 138 — (658) — — (658)
Issuance of stock 8 — 8 — — 8 
Issuance of stock under employee stock purchase plan 173 — 2,529 — — 2,529 
Distribution of N-able business — — (365,443) — — (365,443)
Special dividends paid ($1.50 per share) — — (237,214) — — (237,214)
Stock-based compensation — — 16,266 — — 16,266 

Balance at September 30, 2021 158,403 $ 158 $ 2,555,790 $ 23,258 $ (256,707) $ 2,322,499 

Nine Months Ended September 30, 2021

Common Stock Additional 
Paid-in 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Accumulated 
Deficit

Total 
Stockholders’ 

EquityShares Amount

Balance at December 31, 2020 156,520 $ 157 $ 3,112,262 $ 127,212 $ (228,944) $ 3,010,687 
Foreign currency translation adjustment — — — (103,954) (103,954)
Net loss — — — (27,763) (27,763)
Comprehensive loss (131,717)
Exercise of stock options 161 — 527 — — 527 
Restricted stock units issued, net of shares withheld for taxes 986 1 (10,527) — — (10,526)
Issuance of stock 455 — 500 — — 500 
Issuance of stock under employee stock purchase plan 281 — 5,658 — — 5,658 
Distribution of N-able business — — (365,443) — — (365,443)
Special dividends paid ($1.50 per share) — — (237,214) — — (237,214)
Stock-based compensation — — 50,027 — — 50,027 

Balance at September 30, 2021 158,403 $ 158 $ 2,555,790 $ 23,258 $ (256,707) $ 2,322,499 

9



SolarWinds Corporation

Condensed Consolidated Statements of Stockholders' Equity (Continued)
(In thousands)

(Unaudited)

Three Months Ended September 30, 2020

Common Stock Additional 
Paid-in 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Accumulated 
Deficit

Total 
Stockholders’ 

EquityShares Amount

Balance at June 30, 2020 155,286 $ 156 $ 3,067,613 $ (7,898) $ (374,159) $ 2,685,712 
Foreign currency translation adjustment — — — 59,039 — 59,039 
Net income — — — — 12,502 12,502 
Comprehensive income 71,541 
Exercise of stock options 162 — 556 — — 556 
Restricted stock units issued, net of shares withheld for taxes 68 — (418) — — (418)
Issuance of stock 20 — 23 — — 23 
Issuance of stock under employee stock purchase plan 97 — 3,049 — — 3,049 
Stock-based compensation — — 21,965 — — 21,965 

Balance at September 30, 2020 155,633 $ 156 $ 3,092,788 $ 51,141 $ (361,657) $ 2,782,428 

Nine Months Ended September 30, 2020

Common Stock Additional 
Paid-in 
Capital

Accumulated 
Other 

Comprehensive 
Income (Loss)

Accumulated 
Deficit

Total 
Stockholders’ 

EquityShares Amount

Balance at December 31, 2019 154,145 $ 154 $ 3,042,034 $ (5,247) $ (387,419) $ 2,649,522 
Foreign currency translation adjustment — — — 56,388 — 56,388 
Net income — — — — 25,762 25,762 
Comprehensive income 82,150 
Exercise of stock options 303 — 865 — — 865 
Restricted stock units issued, net of shares withheld for taxes 397 1 (2,770) — — (2,769)
Issuance of stock 611 1 682 — — 683 
Issuance of stock under employee stock purchase plan 177 — 5,406 — — 5,406 
Stock-based compensation — — 46,571 — — 46,571 

Balance at September 30, 2020 155,633 $ 156 $ 3,092,788 $ 51,141 $ (361,657) $ 2,782,428 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SolarWinds Corporation
Condensed Consolidated Statements of Cash Flows

(In thousands) (Unaudited) 
Nine Months Ended 

September 30,
2021 2020

Cash flows from operating activities
Net loss from continuing operations $ (42,585) $ (10,766)
Adjustments to reconcile net loss from continuing operations to net cash provided by operating activities:

Depreciation and amortization 173,362 163,765 
Provision for losses on accounts receivable 230 1,244 
Stock-based compensation expense 43,472 38,547 
Amortization of debt issuance costs 6,794 6,871 
Deferred taxes (26,277) (17,627)
(Gain) loss on foreign currency exchange rates (1,504) 650 
Other non-cash expenses (benefits) 758 (812)

Changes in operating assets and liabilities, net of assets acquired and liabilities assumed in business combinations:
Accounts receivable 3,428 8,277 
Income taxes receivable (2,348) (1,830)
Prepaid and other assets (9,556) 1,888 
Accounts payable 1,335 (1,551)
Accrued liabilities and other (16,906) 6,410 
Accrued interest payable (5) (91)
Income taxes payable (32,478) (2,159)
Deferred revenue (15,499) 9,752 
Other long-term liabilities (276) 374 

Net cash provided by operating activities from continuing operations 81,945 202,942 
Cash flows from investing activities

Purchases of property and equipment (6,968) (14,001)
Purchases of intangible assets (3,066) (4,115)
Acquisitions, net of cash acquired 447 — 

Net cash used in investing activities from continuing operations (9,587) (18,116)
Cash flows from financing activities

Proceeds from issuance of common stock under employee stock purchase plan 5,658 5,406 
Repurchase of common stock and incentive restricted stock (10,717) (2,794)
Exercise of stock options 527 865 
Distribution from spin-off of discontinued operations, net 505,580 — 
Dividends paid (237,214) — 
Repayments of borrowings from credit agreement (15,975) (14,925)
Payment of debt issuance costs (234) — 

Net cash provided by (used in) financing activities from continuing operations 247,625 (11,448)
Effect of exchange rate changes on cash and cash equivalents from continuing operations (3,803) 6,278 
Cash flows of discontinued operations

Operating activities of discontinued operations 39,040 82,075 
Investing activities of discontinued operations (15,003) (9,164)
Financing activities of discontinued operations (903) — 
Effect of exchange rate changes on cash and cash equivalents from discontinued operations (922) (953)

Net cash provided by discontinued activities 22,212 71,958 
Net increase in cash and cash equivalents 338,392 251,614 

Cash and cash equivalents
Beginning of period 370,498 173,372 
End of period $ 708,890 $ 424,986 

Supplemental disclosure of cash flow information
Cash paid for interest $ 42,060 $ 52,723 

Cash paid for income taxes $ 38,120 $ 40,447 

The accompanying notes are an integral part of these condensed consolidated financial statements.
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SolarWinds Corporation

Notes to Condensed Consolidated Financial Statements (Unaudited)

1. Organization and Nature of Operations

SolarWinds Corporation,  a  Delaware corporation,  and its  subsidiaries  (“Company”,  “we,” “us” and “our”)  is  a  leading provider  of  simple,  powerful  and secure
information  technology,  or  IT,  management  software.  Our  solutions  give  organizations  worldwide,  regardless  of  type,  size  or  complexity,  the  power  to  accelerate
business transformation in today's hybrid IT environments. Our approach, which we refer to as the SolarWinds Model, combines powerful, scalable, affordable, easy to
use products with an "inside-first" selling motion. We’ve built our business to enable the technology professionals who use our products to manage “all things IT.” Our
range  of  customers  has  expanded  over  time  to  include  network  and  systems  engineers,  database  administrators,  storage  administrators,  DevOps  and  service  desk
professionals. Our SolarWinds Model enables us to sell our products for use in organizations ranging in size from very small businesses to large enterprises.

On July 19, 2021, we completed the previously announced separation and distribution of our managed service provider (“MSP” or “N-able”) business into a newly
created and separately traded public company, N-able, Inc. We refer to this transaction as the “Separation.” The Separation was completed by means of a tax-free, pro-
rata distribution in which each holder of our common stock, par value $0.001 per share, received one share of N-able’s common stock, par value $0.001, for every two
shares of our common stock held of record as of the close of business on July 12, 2021. After the distribution, we do not beneficially own any shares of common stock
in N-able and no longer consolidate N‑able into our financial results for periods ending after July 19, 2021. As a result, N‑able's historical financial results through the
Separation are reflected in our consolidated financial statements as discontinued operations. See Note 3. Discontinued Operations for additional information.

2. Summary of Significant Accounting Policies

We  prepared  our  interim  condensed  consolidated  financial  statements  in  conformity  with  United  States  of  America  generally  accepted  accounting  principles
("GAAP"), and the reporting regulations of the Securities and Exchange Commission (the "SEC"). They do not include all of the information and footnotes required by
GAAP for  complete  financial  statements.  The  accompanying  condensed  consolidated  financial  statements  include  the  accounts  of  SolarWinds  Corporation  and  the
accounts of its wholly owned subsidiaries. We have eliminated all intercompany balances and transactions.

The interim financial information is unaudited, but reflects all normal adjustments that are, in our opinion, necessary to provide a fair statement of results for the
interim periods presented. This interim information should be read in conjunction with the audited consolidated financial statements in our Annual Report on Form 10-
K for the year ended December 31, 2020.

Reverse Stock Split

Effective July 30, 2021, we effected a 2:1 reverse stock split of our common stock. As a result of the reverse stock split, all share and per share figures contained in
the condensed consolidated financial statements have been retroactively restated as if the reverse stock split occurred at the beginning of the periods presented.

Special Dividend

On July 30, 2021, our board of directors declared a special one-time cash dividend (the "Special Dividend"), to be paid following the effectiveness of, and after
giving effect to, the reverse stock split, equal to $1.50 per share of common stock issued and outstanding as of August 9, 2021. The Special Dividend in the aggregate
amount of $237.2 million was paid on August 24, 2021.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires our management to make estimates and assumptions that affect the reported amounts
and the disclosure of assets and liabilities at the date of the financial statements and the reported amounts of revenue and expenses during the reporting periods. The
actual results that we experience may differ materially from our estimates. The accounting estimates that require our most significant, difficult and subjective judgments
include:

• the valuation of goodwill, intangibles, long-lived assets and contingent consideration;
• revenue recognition;
• stock-based compensation;
• income taxes; and
• loss contingencies.
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Recently Adopted Accounting Pronouncements

There have been no recent accounting pronouncements or changes in accounting pronouncements that are expected to have a material impact on our consolidated
financial position, results of operations, or cash flows.

Fair Value Measurements

We apply the authoritative guidance on fair  value measurements for financial assets and liabilities that are measured at fair  value on a recurring basis and non-
financial assets and liabilities, such as goodwill, intangible assets and property, plant and equipment that are measured at fair value on a non-recurring basis.

The guidance establishes a three-tiered fair value hierarchy that prioritizes inputs to valuation techniques used in fair value calculations. The three levels of inputs
are defined as follows:

Level 1: Unadjusted quoted prices for identical assets or liabilities in active markets accessible by us.
Level 2: Inputs that are observable in the marketplace other than those inputs classified as Level 1.
Level 3: Inputs that are unobservable in the marketplace and significant to the valuation.

See Note 5. Fair Value Measurements for a summary of our financial instruments accounted for at fair value on a recurring basis. The carrying amounts reported in
our consolidated balance sheets for cash, accounts receivable,  accounts payable and other accrued expenses approximate fair  value due to relatively short periods to
maturity.

Accumulated Other Comprehensive Income (Loss)

Changes in accumulated other comprehensive income (loss) by component are summarized below:

Foreign Currency
Translation
Adjustments

Accumulated Other
Comprehensive
Income (Loss)

(in thousands)
Balance at December 31, 2020 $ 127,212 $ 127,212 

Other comprehensive gain (loss) before reclassification (103,954) (103,954)
Amount reclassified from accumulated other comprehensive income (loss) — — 

Net current period other comprehensive income (loss) (103,954) (103,954)
Balance at September 30, 2021 $ 23,258 $ 23,258 

Deferred Revenue

Details of our total deferred revenue balance was as follows:

Total Deferred
Revenue

(in thousands)
Balance at December 31, 2020 $ 373,084 

Deferred revenue recognized (385,840)
Additional amounts deferred 363,568 

Balance at September 30, 2021 $ 350,812 

We expect to recognize revenue related to these remaining performance obligations as of September 30, 2021 as follows:

Revenue Recognition Expected by Period

Total
Less than 1 

year 1-3 years
More than 

3 years

(in thousands)
Expected recognition of deferred revenue $ 350,812 $ 316,870 $ 33,327 $ 615 
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Deferred Commissions

Details of our deferred commissions balance was as follows:

(in thousands)
Balance at December 31, 2020 $ 14,801 

Commissions capitalized 6,356 
Amortization recognized (3,672)

Balance at September 30, 2021 $ 17,485 

September 30, December 31,
2021 2020

(in thousands)
Classified as:

Current $ 4,862 $ 3,824 
Non-current 12,623 10,977 

Total deferred commissions $ 17,485 $ 14,801 

Cost of Revenue

Amortization  of  Acquired  Technologies. Amortization  of  acquired  technologies  included  in  cost  of  revenue  relate  to  our  licensed  products  and  subscription
products as follows:

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

(in thousands)
Amortization of acquired license technologies $ 37,119 $ 36,111 $ 111,783 $ 107,237 
Amortization of acquired subscription technologies 2,763 3,171 8,614 9,496 
Total amortization of acquired technologies $ 39,882 $ 39,282 $ 120,397 $ 116,733 

3. Discontinued Operations

As discussed in Note 1. Organization and Nature of Operations, we completed the Separation of the N‑able business into a newly created and separately traded
public  company,  N-able,  Inc.,  on July 19,  2021.  The Separation was achieved through the transfer  of  all  the net  assets  and legal  entities  associated with the N-able
business to N-able, Inc. The distribution of the net assets to N-able, Inc. was recorded as a reduction to additional paid-in capital. As part of the Separation, we received
a cash distribution from N-able which includes $324.7 million in cash to repay intercompany indebtedness and $238.2 million as a one-time dividend payment, net of
$57.3 million of cash distributed to N-able at the Separation.

In accordance with applicable accounting guidance, the results of the N-able business are presented as discontinued operations for the period up to and including
the date of the Separation, and, as such, have been excluded from continuing operations for all periods presented.
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The following table summarizes the assets and liabilities of the discontinued operations of N-able:

September 30, December 31,
2021 2020

(in thousands)
Assets
Current assets:

Cash and cash equivalents $ — $ 99,790 
Accounts receivable, net of allowances — 28,784 
Income tax receivable — 1,262 
Prepaid and other current assets — 5,584 

Total current assets of discontinued operations — 135,420 
Property and equipment, net — 19,590 
Operating lease assets — 13,697 
Deferred taxes — 2,190 
Goodwill — 874,083 
Intangible assets, net — 27,374 
Other assets, net — 6,287 

Total assets of discontinued operations $ — $ 1,078,641 
Liabilities
Current liabilities:

Accounts payable $ — $ 5,542 
Accrued liabilities and other — 19,831 
Current operating lease liabilities — 2,860 
Income taxes payable — 4,447 
Current portion of deferred revenue — 9,502 

Total current liabilities of discontinued operations — 42,182 
Long-term liabilities:

Deferred revenue, net of current portion — 168 
Non-current deferred taxes — 4,458 
Non-current operating lease liabilities — 14,641 
Other long-term liabilities — 406 

Total liabilities of discontinued operations $ — $ 61,855 
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The following table summarizes the results of operations of N-able presented as discontinued operations:

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

(in thousands)
Revenue:

Subscription $ 20,102 $ 73,693 $ 183,594 $ 214,668 
Maintenance 313 2,471 5,053 7,585 

Total recurring revenue 20,415 76,164 188,647 222,253 
License — — — 473 

Total revenue 20,415 76,164 188,647 222,726 
Cost of revenue:

Cost of recurring revenue 2,126 9,839 25,218 28,366 
Amortization of acquired technologies 209 6,181 3,950 18,056 

Total cost of revenue 2,335 16,020 29,168 46,422 
Gross profit 18,080 60,144 159,479 176,304 
Operating expenses:

Sales and marketing 5,323 20,520 55,249 57,450 
Research and development 2,455 9,803 27,133 30,140 
General and administrative 6,471 9,683 42,994 23,350 
Amortization of acquired intangibles 331 6,028 10,626 17,761 

Total operating expenses 14,580 46,034 136,002 128,701 
Operating income from discontinued operations 3,500 14,110 23,477 47,603 
Other expense:

Interest (expense) income, net — — — 2 
Other expense, net (27) (292) (608) (457)

Total other expense (27) (292) (608) (455)
Income from discontinued operations before income taxes 3,473 13,818 22,869 47,148 

Income tax expense 13,532 3,759 8,047 10,620 
Net income (loss) from discontinued operations, net of tax $ (10,059) $ 10,059 $ 14,822 $ 36,528 

We incurred $7.3 million and $30.4 million of costs in connection with the Separation during the three and nine months ended September 30, 2021, respectively,
and $2.6 million for both the three and nine months ended September 30, 2020 which are primarily included in the condensed consolidated statements of operations as
discontinued  operations.  These  costs  include  legal,  accounting  and  advisory  fees,  implementation  and  integration  costs,  duplicative  costs  for  subscriptions  and
information technology systems, employee and contract costs and other incremental separation costs related to the Separation.

4. Goodwill

The following table reflects the changes in goodwill for the nine months ended September 30, 2021:

(in thousands)
Balance at December 31, 2020 $ 3,375,319 

Foreign currency translation and other adjustments (48,514)
Balance at September 30, 2021 $ 3,326,805 
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5. Fair Value Measurements

The following table summarizes the fair value of our financial assets that were measured on a recurring basis as of September 30, 2021 and December 31, 2020.
There have been no transfers between fair value measurement levels during the nine months ended September 30, 2021.

Fair Value Measurements at
September 30, 2021 Using

Quoted Prices in 
Active Markets 

for Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3) Total

(in thousands)
Money market funds $ 625,000 $ — $ — $ 625,000 
Total assets $ 625,000 $ — $ — $ 625,000 

Fair Value Measurements at
December 31, 2020 Using

Quoted Prices in 
Active Markets 

for Identical Assets 
(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs 
(Level 3) Total

(in thousands)
Money market funds $ 160,000 $ — $ — $ 160,000 
Trading security — — 5,238 5,238 
Total assets $ 160,000 $ — $ 5,238 $ 165,238 

As of September 30, 2021 and December 31, 2020, the carrying value of our long-term debt approximates its estimated fair value as the interest rate on the debt
agreements is adjusted for changes in the market rates. See Note 6. Debt for additional information regarding our debt.

6. Debt

The following table summarizes information relating to our debt:

September 30, December 31,
2021 2020

Amount Effective Rate Amount Effective Rate

(in thousands, except interest rates)
Revolving credit facility $ — — % $ — — %
First Lien Term Loan (as amended) due Feb 2024 1,914,325 2.83 % 1,930,300 2.90 %

Total principal amount 1,914,325 1,930,300 
Unamortized discount and debt issuance costs (20,953) (27,728)

Total debt 1,893,372 1,902,572 
Less: Current portion of long-term debt (19,900) (19,900)

Total long-term debt $ 1,873,472 $ 1,882,672 

Senior Secured First Lien Credit Facilities

Our first lien credit agreement, as amended, or First Lien Credit Agreement, provides for senior secured first lien credit facilities, consisting of the following as of
September 30, 2021:

• a $1.99 billion U.S. dollar term loan, or First Lien Term Loan, with a final maturity date of February 5, 2024; and

• a $117.5 million revolving credit facility (with a letter of credit sub-facility in the amount of $35.0 million), or the Revolving Credit Facility, consisting of (i) a
$100.0 million multicurrency tranche and (ii) a $17.5 million tranche available only in U.S. dollars, with a final maturity date of August 5, 2023.
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Borrowings under our Revolving Credit Facility bear interest at a floating rate which is, at our option, either (1) a Eurodollar rate for a specified interest period plus
an applicable margin of 2.50% or (2) a base rate plus an applicable margin of 1.50%, respectively. The Eurodollar rate applicable to the Revolving Credit Facility is
subject to a “floor” of 0.0%.

Borrowings under our First Lien Term Loan bear interest at a floating rate which is, at our option, either (1) a Eurodollar rate for a specified interest period plus an
applicable margin of 2.75% or (2) a base rate plus an applicable margin of 1.75%, respectively. The Eurodollar rate applicable to the First Lien Term Loan is subject to
a “floor” of 0.0%.

The Eurodollar rate is equal to an adjusted London Interbank Offered Rate, or LIBOR, for a one-, two-, three- or six-month interest period with a LIBOR floor of
0%. The base rate for any day is a fluctuating rate per annum equal to the highest of (a) the rate of interest in effect for such day as publicly announced by Credit Suisse
as its “prime rate” and (b) the federal funds effective rate in effect on such day plus 0.50% and (c) the one-month adjusted LIBOR plus 1.0% per annum.

The First Lien Term Loan requires equal quarterly repayments equal to 0.25% of the original principal amount.

In addition to paying interest on loans outstanding under the Revolving Credit Facility and the First Lien Term Loan, we are required to pay a commitment fee of
0.50% per annum of unused commitments under the Revolving Credit Facility. The commitment fee is subject to a reduction to 0.375% per annum based on our first
lien net leverage ratio.

The First Lien Credit Agreement contains a number of covenants that, among other things, restrict,  subject to certain exceptions, our ability to: incur additional
indebtedness; incur liens; engage in mergers, consolidations, liquidations or dissolutions; pay dividends and distributions on, or redeem, repurchase or retire our capital
stock;  and make certain  investments,  acquisitions,  loans,  or  advances.  In  addition,  the  terms of  the  First  Lien Credit  Agreement  include a  financial  covenant  which
requires that, at the end of each fiscal quarter, if the aggregate amount of borrowings under the Revolving Credit Facility exceeds 35% of the aggregate commitments
under  the  Revolving  Credit  Facility,  our  first  lien  net  leverage  ratio  cannot  exceed  7.40  to  1.00.  The  First  Lien  Credit  Agreement  also  contains  certain  customary
representations  and warranties,  affirmative  covenants  and events  of  default.  As of  September  30,  2021,  we were  in  compliance  with  all  covenants  of  the  First  Lien
Credit Agreement.

On  July  27,  2021,  we  entered  into  Amendment  No.  5  to  our  First  Lien  Credit  Agreement  to  extend  the  maturity  date  of  our  Revolving  Credit  Facility  from
February 5, 2022 to August 5, 2023. The borrowing capacity under the amended Revolving Credit Facility was unchanged.

During the nine months ended September 30, 2021, in addition to the principal payments of $14.9 million, we made an excess principal payment from proceeds
received at the Separation in the amount of $1.1 million.

7. Stockholders' Equity (Deficit) and Stock-Based Compensation

Adjustment of Stock Awards

N-able Separation

In connection with the Separation of N-able on July 19, 2021, under the provisions of our existing equity plans and the Employee Matters Agreement entered into
in connection with the Separation, the Company adjusted its outstanding equity awards in order to preserve the intrinsic value of the awards immediately before and
after  the  Separation.  Upon  the  Separation,  SolarWinds  employees  holding  outstanding  stock  awards  of  pre‑Separation  SolarWinds  received  a  replacement  award
representing an adjusted number of otherwise-similar awards in post-Separation SolarWinds stock. There were no other changes to the equity award terms. Due to the
adjustment of the stock awards as a result of the Separation, the Company compared the fair value of the outstanding stock awards immediately before and after the
Separation and no incremental fair value was recognized.

Reverse stock split

In connection with the reverse stock split on July 30, 2021, under the provisions of our existing equity plans, the Company adjusted its outstanding equity awards
to preserve the intrinsic value of the awards immediately before and after the reverse stock split. There were no other changes to the stock award terms. The adjustment
did not change the fair value of the outstanding stock awards and no incremental fair value was recognized.

Special Dividend

In connection with the Special Dividend declared on July 30, 2021, our board of directors approved the adjustment of equity awards outstanding as of the August
9, 2021 dividend record date under the provisions of our existing equity plans in order to the preserve the intrinsic value of the awards immediately before and after the
Special Dividend. There were no other changes to the equity award terms. Due to the adjustment of the equity awards as a result of the Special Dividend, the Company
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compared the fair value of the outstanding equity awards immediately before and after the Special Dividend adjustment and $12.3 million of incremental fair value will
be recognized as stock-based compensation expense over the remaining service period of the adjusted awards.

8. Earnings (Loss) Per Share

A reconciliation of the number of shares in the calculation of basic and diluted earnings (loss) per share follows:

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

(in thousands)
Basic earnings (loss) per share
Numerator:

Net income (loss) from continuing operations $ 1,080 $ 2,443 $ (42,585) $ (10,766)
Net income (loss) from discontinued operations (10,059) 10,059 14,822 36,528 
Net income (loss) (8,979) 12,502 (27,763) 25,762 

Dividends on unvested restricted stock (160) — (160) — 
Earnings allocated to unvested restricted stock — (69) — (165)

Net income (loss) from continuing operations available to common stockholders $ 920 $ 2,430 $ (42,745) $ (10,697)

Net income (loss) from discontinued operations available to common stockholders $ (10,059) $ 10,003 $ 14,822 $ 36,294 
Denominator:

Weighted-average common shares outstanding used in computing basic net earnings (loss) per
share 158,202 155,447 157,730 155,014 

Diluted net earnings (loss) per share
Numerator:

Net income (loss) from continuing operations available to common stockholders $ 920 $ 2,430 $ (42,745) $ (10,697)

Net income (loss) from discontinued operations available to common stockholders $ (10,059) $ 10,003 $ 14,822 $ 36,294 
Denominator:

Weighted-average shares used in computing basic net earnings (loss) per share 158,202 155,447 157,730 155,014 
Add dilutive impact of employee equity plans 2,126 2,914 — — 

Weighted-average shares used in computing diluted net earnings (loss) per share 160,328 158,361 157,730 155,014

As a result of the reverse stock split, all share and per share figures contained in the condensed consolidated financial statements have been retroactively restated as
if the reverse stock split occurred at the beginning of the periods presented.

The following weighted-average outstanding shares of common stock equivalents were excluded from the computation of the diluted net income (loss) per share
attributable to common stockholders for the periods presented because their effect would have been anti-dilutive or for which the performance condition had not been
met at the end of the period:

Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

(in thousands)
Total anti-dilutive shares 1,306 5,216 5,901 5,380 

The calculation of diluted earnings (loss) per share requires us to make certain assumptions related to the use of proceeds that would be received upon the assumed
exercise of stock options, purchase of restricted stock or proceeds from the employee stock purchase plan.
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9. Income Taxes

For the three months ended September 30, 2021 and 2020, we recorded income tax benefit from continuing operations of $19.3 million and income tax expense of
$1.5 million, respectively, resulting in an effective tax rate of 105.9% and 38.1%, respectively. For the nine months ended September 30, 2021 and 2020, we recorded
income tax benefit from continuing operations of $26.3 million and income tax expense of $1.4 million, respectively, resulting in an effective tax rate of 38.2% and
(15.0)%, respectively. The increase in the effective tax rate for the three months ended September 30, 2021 compared to the same period in 2020 was primarily due to
adjustments made in connection with the Separation. The increase in the effective tax rate for the nine months ended September 30, 2021 compared to the same period
in 2020 was primarily  due to the increase  in loss  before  income taxes and the reversal  of  uncertain  tax positions in the amount  of  $6.1 million and related accrued
interest in the amount of $2.7 million resulting from an IRS settlement agreement entered into during the nine months ended September 30, 2021.

Our policy is to include interest and penalties related to unrecognized tax benefits as a component of income tax expense. At September 30, 2021, we had accrued
interest and penalties related to unrecognized tax benefits of approximately $3.0 million.

We file U.S., state and foreign income tax returns in jurisdictions with varying statutes of limitations. The 2012 through 2020 tax years generally remain open and
subject to examination by federal, state and foreign tax authorities. We are currently under examination by the IRS for the tax years 2013 through the period ending
February 2016. During the three months ended March 31, 2021, we finalized a settlement agreement with the IRS for the tax years 2011 to 2012. We are under audit by
the Indian Tax Authority for the 2017 tax year. We are currently under audit by the California Franchise Tax Board for the 2012 through 2014 tax years and the Texas
Comptroller  for  the  2015  through  2018  tax  years.  The  Massachusetts  Department  of  Revenue  audit  for  the  2015  through  February  2016  tax  years  closed  with
immaterial adjustments. We are not currently under audit in any other taxing jurisdictions.

10. Related Party Transactions

Agreements with N-able

In connection with the completion of the Separation on July 19, 2021, the Company entered into several agreements with N-able that, among other things, provide
a framework for the Company’s relationship with N-able after the Separation. The following summarizes some of the most significant agreements and relationships that
the Company continues to have with N‑able.

Separation and Distribution Agreement

The  separation  and  distribution  agreement  sets  forth  the  Company's  agreements  with  N-able  regarding  the  principal  actions  taken  in  connection  with  the
Separation. It also sets forth other agreements that govern aspects of the Company's relationship with N-able following the Spin-Off, including (i) the manner in which
legal matters and claims are allocated and certain liabilities are shared between the Company and N-able; (ii) other matters including transfers of assets and liabilities,
treatment  or  termination  of  intercompany  arrangements  and  the  settlement  or  extinguishment  of  certain  liabilities  and  other  obligations  between  N-able  and  the
Company; and (iii) mutual indemnification clauses. The separation and distribution agreement also provides that the Company will be liable and obligated to indemnify
N-able for all liabilities based upon, arising out of, or relating to the Cyber Incident other than certain specified expenses for which N-able will be responsible. The term
of the separation agreement is indefinite and it may only be terminated with the prior written consent of both SolarWinds and N-able.

Transition Services Agreement

The  Company  entered  into  a  transition  services  agreement  pursuant  to  which  the  Company  and  N-able  provide  various  services  to  each  other.  The  services
provided include information technology, facilities, certain accounting and other financial functions, and administrative services. The transition services agreement will
terminate on the expiration of the term of the last service provided under it, which SolarWinds anticipates to be on or around December 31, 2022.

Tax Matters Agreement

The  Company  and  N-able  entered  into  a  tax  matters  agreement  that  governs  the  parties’  respective  rights,  responsibilities  and  obligations  with  respect  to  tax
liabilities and benefits, tax attributes, the preparation and filing of tax returns, the control of audits and other tax proceedings and other matters regarding taxes.
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Software OEM Agreements

The Company and N-able entered into software OEM agreements pursuant to which the Company granted to N-able, and N-able granted to the Company, a non-
exclusive and royalty-bearing license to market, advertise, distribute and sublicense certain SolarWinds and N-able software products, respectively, to customers on a
worldwide basis. Each agreement has a two year term, and may be terminated by the applicable licensor in certain instances.

Employee Matters Agreement

The Company and N-able entered into an employee matters agreement that governs SolarWinds’ and N-able's compensation and employee benefit obligations with
respect  to  the  employees  and  other  service  providers  of  each  company,  and  generally  allocated  liabilities  and  responsibilities  relating  to  employment  matters  and
employee compensation and benefit plans and programs.

Intellectual Property Matters Agreement

The Company and N-able entered into an intellectual property matters agreement pursuant to which each party granted to the other party a generally irrevocable,
non-exclusive,  worldwide,  and  royalty-free  license  to  use  certain  intellectual  property  rights  retained  by  the  other  party.  Under  the  intellectual  property  matters
agreement, the term for the licensed or sublicensed know-how is perpetual and the term for each licensed or sublicensed patent is until expiration of the last valid claim
of such patent. The intellectual property matters agreement will terminate only if SolarWinds and N-able agree in writing to terminate it.

Trademark License Agreement

The  Company  and  N-able  entered  into  a  trademark  license  agreement  pursuant  to  which  the  Company  granted  to  N-able  a  generally  limited,  worldwide,  non-
exclusive and royalty-free license to use certain trademarks retained by the Company that were used by us in the conduct of our business prior to the separation. The
trademark agreement will terminate once N-able ceases to use all of the licensed trademarks.

Software Cross License Agreement

The Company and N-able entered into a software cross license agreement pursuant to which each party granted to the other party a generally perpetual, irrevocable,
non-exclusive,  worldwide  and,  subject  to  certain  exceptions,  royalty-free  license  to  certain  software  libraries  and  internal  tools  for  limited  uses.  The  term  of  the
software cross license agreement will be perpetual unless SolarWinds and N-able agree in writing to terminate the agreement.

The amounts recorded in our condensed consolidated financial statements related to the agreements noted above were insignificant at September 30, 2021.

11. Commitments and Contingencies

Cyber Incident

As previously disclosed, we were the victim of a cyberattack on our Orion Software Platform and internal systems, or the Cyber Incident. We, together with our
partners, have undertaken extensive measures to investigate, contain, eradicate, and remediate the Cyber Incident.

Expenses Incurred

For the three months  ended September 30, 2021, we recorded pretax gross expenses related to the Cyber Incident  of  $5.8 million,  partially  offset  by insurance
receipts and expected insurance proceeds for costs we believe are reimbursable and probable of recovery under our cybersecurity insurance coverage of $2.9 million.
For the three months ended September 30, 2021, we have included $0.4 million of these gross expenses in cost of recurring revenue, $0.1 million in sales and marketing
expense and $5.3 million in general and administrative expense in the condensed consolidated statements of operations.

For the nine months ended September 30, 2021, we recorded pretax gross expenses related to the Cyber Incident of $39.8 million,  partially offset  by insurance
receipts and expected insurance proceeds for costs we believe are reimbursable and probable of recovery under our cybersecurity insurance coverage of $15.0 million.
For the nine months ended September 30, 2021, we have included $1.8 million of these gross expenses in cost of recurring revenue, $1.6 million in sales and marketing
expense,  $0.1  million  in  research  and  development  expense  and  $36.3  million  in  general  and  administrative  expense  in  the  condensed  consolidated  statements  of
operations.

General and administrative expense is presented net of insurance proceeds in the condensed consolidated statements of operations. Expenses include one-time costs
to investigate and remediate the Cyber Incident, and legal and other professional
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services related thereto, and consulting services being provided to customers at no charge, all of which were expensed as incurred.

Litigation, Claims and Government Investigations

As a result of the Cyber Incident, we are subject to numerous lawsuits and investigations. Multiple class action lawsuits alleging, among other things, violations of
the  federal  securities  laws  are  pending  against  us  and  certain  of  our  current  and  former  officers.  The  complainants  seek  certification  of  a  class  of  all  persons  who
purchased or otherwise acquired our securities during set periods of time and unspecified monetary damages, costs and attorneys’ fees. In August 2021, the Company
and all  other  named defendants  in  the  securities  class  action  filed  motions  to  dismiss  the  consolidated  class  action  complaint  which  is  pending  before  the  court.  In
addition, two shareholder derivative actions, purportedly on behalf of the Company, are pending, one in the Western District of Texas and one in the Delaware Court of
Chancery, in each case asserting breach of duty and other claims against certain of our current and former officers and directors in connection with the cyberattack. We
dispute the allegations in these complaints and intend to defend against the claims.

In addition, there are underway numerous investigations and inquiries by domestic and foreign law enforcement and other governmental authorities related to the
Cyber  Incident,  including  from the  Department  of  Justice,  the  Securities  and  Exchange  Commission,  and  various  state  Attorneys  General.  We  are  cooperating  and
providing  information  in  connection  with  these  investigations  and  inquiries  and  are  incurring,  and  in  future  periods  expect  to  incur,  costs  and  other  expenses  in
connection with these investigations and inquiries.

While we believe it is reasonably possible that we could incur losses associated with these proceedings and investigations, it is not possible to estimate the amount
of any loss or range of possible loss that might result from adverse judgments, settlements, penalties or other resolutions of such proceedings and investigations based
on the early stage thereof, the fact that alleged damages have not been specified, the uncertainty as to the certification of a class or classes and the size of any certified
class, as applicable, and the lack of resolution on significant factual and legal issues. The Company will continue to evaluate information as it becomes known and will
record an estimate  for  losses  at  the time or  times when it  is  both probable  that  a  loss  has been incurred and the amount  of  the loss  is  reasonably estimable.  Losses
associated with any adverse judgments, settlements, penalties or other resolutions of such proceedings and investigations could be material to our business, results of
operations, financial condition or cash flows in future periods.

Additional lawsuits and claims related to the Cyber Incident may be asserted by or on behalf of customers, stockholders or others seeking damages or other related
relief and additional inquiries from governmental agencies may be received or investigations by governmental agencies commenced.

Insurance Coverage

We maintain $15 million of cybersecurity insurance coverage to limit our exposure to losses such as those related to the Cyber Incident, which we renewed in June
2021. As of September 30, 2021, we recorded a loss recovery asset of $5.0 million for insurance proceeds deemed probable of recovery which is included in prepaid
and other current assets in our condensed consolidated balance sheet and received payments of $10.0 million for costs incurred. In addition, we maintain $50 million of
directors and officers liability insurance coverage to reduce our exposure to our indemnification obligations for certain expenses incurred by our directors and officers,
including as a result of the legal proceedings related to the Cyber Incident.

Indemnification

In connection with the Separation, we entered into a separation and distribution agreement and related agreements with N‑able to govern the Separation and related
transactions  and  the  relationship  between  the  respective  companies  going  forward.  The  separation  and  distribution  agreement  provides  for  certain  indemnity  and
liability obligations, including that we will indemnify N-able for all liabilities based upon, arising out of or related to the Cyber Incident other than certain specified
expenses for which N-able will be responsible. The amount of the indemnification liability, if any, cannot be determined and has not been recorded in our condensed
consolidated financial statements as of September 30, 2021.

Other Matters

In addition to the Cyber Incident described above, from time to time we are involved in litigation arising from the normal course of business. In management's
opinion, this litigation is not expected to have a material adverse effect on our consolidated financial condition, results of operations or cash flows.
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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 condensed consolidated financial
statements and related notes thereto included elsewhere in this Quarterly Report on Form 10-Q. In addition to historical condensed consolidated financial information,
the following discussion contains forward-looking statements that reflect our plans, estimates and beliefs. Our actual results could differ materially and adversely from
those anticipated in the forward-looking statements. Please see the section entitled “Safe Harbor Cautionary Statement” above and the risk factors discussed in our
Annual  Report  on Form 10-K for the year ended December 31,  2020,  our Quarterly  Report  on Form 10-Q for the quarter  ended March 31,  2021 and our Quarter
Report on Form 10-Q for the quarter ended June 30, 2021 for a discussion of the uncertainties, risks and assumptions associated with these statements. The following
discussion and analysis also includes a discussion of certain non-GAAP financial measures. For a description and reconciliation of the non-GAAP measures discussed
in this section, see “Non-GAAP Financial Measures.”

Overview

SolarWinds  is  a  leading  provider  of  simple,  powerful,  and  secure  information  technology,  or  IT,  management  software.  Our  solutions  give  organizations
worldwide, regardless of type, size or complexity, the power to accelerate business transformation in today's hybrid IT environments. We combine powerful, scalable,
affordable, easy to use products with an "inside-first" sales model to grow our business while also generating significant cash flow.

We offer  a  broad  portfolio  of  solutions  designed  to  help  technology  professionals  to  monitor,  manage  and  optimize  networks,  systems,  desktops,  applications,
storage, databases, website infrastructures and IT service desks. We intend to continue to innovate and invest in areas of product development that bring new products
to  market  and  enhance  the  functionality,  ease  of  use  and  integration  of  our  current  products.  We  believe  this  will  strengthen  the  overall  value  proposition  of  our
products in any IT environment.

On February 5, 2016, we were acquired by affiliates of Silver Lake Group, L.L.C and Thoma Bravo, LLC in a take private transaction, or the Take Private. We
applied  purchase  accounting  on the  date  of  the  Take Private.  In  October  2018,  we completed  our  initial  public  offering,  or  IPO,  and once  again  become a  publicly
traded company. 

Spin-Off of N-able Business

On July 19, 2021, we completed the previously announced separation and distribution of our managed service provider (“MSP” or “N-able”) business into a newly
created and separately traded public company, N-able, Inc. We refer to this transaction as the “Separation.” The Separation was completed by means of a distribution in
which each holder  of  our  common stock,  par  value  $0.001 per  share,  received  one share  of  N‑able’s  common stock,  par  value  $0.001,  for  every  two shares  of  our
common stock held of record as of the close of business on July 12, 2021. After the distribution, we do not beneficially own any shares of common stock in N-able and
no longer consolidate N‑able into our financial results for periods ending after July 19, 2021. As a result, N‑able's historical financial results through the Separation are
reflected in our consolidated financial statements as discontinued operations.

We  incurred  significant  costs  in  connection  with  the  Separation  which  we  refer  to  as  “spin-off  costs.”  We  incurred  $7.3  million  and  $30.4  million  of  costs  in
connection with the Separation during the three and nine months ended September 30, 2021, respectively, and $2.6 million for both the three and nine months ended
September 30, 2020 which are primarily reflected in our consolidated statements of operations as discontinued operations for all periods presented. Of these amounts,
the  spin-off  costs  included  in  continuing  operations  were  $2.3  million  and $3.1  million  for  the  three  and nine  months  ended September  30,  2021,  respectively.  We
expect spin-off costs to subside in the fourth quarter of 2021.

See Note 3. Discontinued Operations in the Notes to Condensed Consolidated Financial Statements included in Item 1 of Part I of this Quarterly Report on Form
10-Q for additional discussion of the Separation.

Cyber Incident

As previously disclosed, we were the victim of a cyberattack on our Orion Software Platform and internal systems, or the “Cyber Incident.” We, together with our
partners,  have  undertaken  extensive  measures  to  investigate,  contain,  eradicate,  and  remediate  the  Cyber  Incident.  In  addition,  as  part  of  our  “Secure  by  Design”
initiative, we continue to work with industry experts to implement enhanced security practices designed to further strengthen and protect our products and environment
against these and other types of attacks in the future.
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Expenses

For the three months  ended September 30, 2021, we recorded pretax gross expenses related to the Cyber Incident  of  $5.8 million,  partially  offset  by insurance
receipts and expected insurance proceeds for costs we believe are reimbursable and probable of recovery under our cybersecurity insurance coverage of $2.9 million.
For the three months ended September 30, 2021, we have included $0.4 million of these gross expenses in cost of recurring revenue, $0.1 million in sales and marketing
expense and $5.3 million in general and administrative expense in the condensed consolidated statements of operations.

For the nine months ended September 30, 2021, we recorded pretax gross expenses related to the Cyber Incident of $39.8 million,  partially offset  by insurance
receipts and expected insurance proceeds for costs we believe are reimbursable and probable of recovery under our cybersecurity insurance coverage of $15.0 million.
For the nine months ended September 30, 2021, we have included $1.8 million of these gross expenses in cost of recurring revenue, $1.6 million in sales and marketing
expense,  $0.1  million  in  research  and  development  expense  and  $36.3  million  in  general  and  administrative  expense  in  the  condensed  consolidated  statements  of
operations.

General and administrative expense is presented net of insurance proceeds in the condensed consolidated statements of operations. Expenses include one-time costs
to investigate and remediate the Cyber Incident,  and legal  and other professional services related thereto,  and consulting services being provided to customers at  no
charge, all of which were expensed as incurred. Our "Secure By Design" initiatives which include costs to enhance our security measures across our systems and our
software  development  and  build  environments,  will  increase  our  expenses.  We  currently  estimate  that  the  ongoing  costs  associated  with  our  "Secure  By  Design"
initiatives will be approximately $20 million on an annual basis. These costs will primarily be included in research and development expense, as well as general and
administrative expense.

Litigation, Claims and Government Investigations

As a result of the Cyber Incident, we are subject to numerous lawsuits and investigations or inquiries as described in Part II, Item 1A. Risk Factors – Risks Related
to Cybersecurity and the Cyber Incident in our Quarterly Report on Form 10-Q for the quarter ended March 31, 2021 and Note 11. Commitments and Contingencies in
the Notes to Condensed Consolidated Financial Statements included in Item 1 of Part I of this Quarterly Report on Form 10-Q. While we will incur costs and other
expenses  associated with these proceedings  and investigations,  it  is  not  possible  to estimate  the amount  of  any loss  or  range of  possible  loss  that  might  result  from
adverse judgments,  settlements,  penalties  or  other  resolutions of  such proceedings and investigations based on the early stage thereof,  the fact  that  alleged damages
have  not  been  specified,  the  uncertainty  as  to  the  certification  of  a  class  or  classes  and  the  size  of  any  certified  class,  as  applicable,  and  the  lack  of  resolution  on
significant factual and legal issues. We will continue to evaluate information as it becomes known and will record an estimate for losses at the time or times when it is
both probable that a loss has been incurred and the amount of the loss is reasonably estimable.

Future Costs

We expect to continue to incur additional legal and other professional services costs and expenses associated with the Cyber Incident in future periods. We expect
to  recognize  these  expenses  as  services  are  received.  Costs  related  to  the  Cyber  Incident  that  will  be  incurred  in  future  periods  may  include  increased  expenses
associated with ongoing claims, investigations and inquiries, and any new claims, investigations and inquiries, as well as increased customer support activities and other
related matters. See Note 11. Commitments and Contingencies in the Notes to Condensed Consolidated Financial Statements in Item 1 of Part I of this Quarterly Report
on  Form 10-Q for  information  related  to  the  legal  proceedings  and  governmental  investigations  related  to  the  Cyber  Incident. While  we  will  incur  costs  and  other
expenses  associated with these proceedings  and investigations,  it  is  not  possible  to estimate  the amount  of  any loss  or  range of  possible  loss  that  might  result  from
adverse judgments,  settlements,  penalties  or  other  resolutions of  such proceedings and investigations based on the early stage thereof,  the fact  that  alleged damages
have  not  been  specified,  the  uncertainty  as  to  the  certification  of  a  class  or  classes  and  the  size  of  any  certified  class,  as  applicable,  and  the  lack  of  resolution  on
significant factual and legal issues.

In addition, we expect to incur increased expenses for insurance, finance, compliance activities, and to meet increased legal and regulatory requirements. We are
also providing, at our cost, free third-party support services to customers related to the Cyber Incident. In addition, in connection with the Separation, we entered into a
separation and distribution agreement and related agreements with N-able to govern the Separation and related transactions and the relationship between the respective
companies going forward. The separation and distribution agreement provides for certain indemnity and liability obligations, including that we will indemnify N-able
for all liabilities based upon, arising out of or related to the Cyber Incident other than certain specified expenses for which N-able will be responsible. Although the
ultimate magnitude and timing of expenses or other impacts to our business or reputation related to the Cyber Incident are uncertain, they could be significant. We also
expect to continue to incur increased expenses and capital investments related to our “Secure By Design” initiatives.
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Insurance Coverage

We maintain $15 million of cybersecurity insurance coverage to limit our exposure to losses such as those related to the Cyber Incident, which we renewed in June
2021. As of September 30, 2021, we recorded a loss recovery asset of $5.0 million for insurance proceeds deemed probable of recovery which is included in prepaid
and other current assets in our condensed consolidated balance sheet and received payments of $10.0 million for costs incurred. In addition, we maintain $50 million of
directors and officers liability insurance coverage to reduce our exposure to our indemnification obligations for certain expenses incurred by our directors and officers,
including as a result of the legal proceedings related to the Cyber Incident.

Impacts of COVID-19 

The impact from the rapidly changing market and economic conditions due to the COVID-19 pandemic on our business is uncertain. We initially responded to the
COVID-19 pandemic by executing our business continuity plan and transitioning nearly all of our workforce to a remote working environment to prioritize the safety of
our personnel. Substantially all of our workforce is currently working remotely. Due to the nature of our business, at this time, we have seen an impact on our financial
results, including a decline in license revenue, but do not expect to experience a significant long-term impact on our financial results due to the COVID-19 pandemic.
However, we are unable to predict with a level of precision the longer term impact it may have on our business, results of operations and financial condition due to
numerous uncertainties, including the duration of the pandemic, actions that may be taken by governmental authorities in response to the pandemic, its impact to the
business of our customers and their end-customers and other factors identified in Part I, Item 1A “Risk Factors” in our Annual Report on Form 10-K for the fiscal year
ended  December  31,  2020.  We  will  continue  to  evaluate  the  nature  and  extent  of  the  impact  of  the  COVID-19  pandemic  to  our  business,  consolidated  results  of
operations and financial condition.

Third Quarter Highlights

Below  are  our  key  financial  highlights  from  continuing  operations  for  the  three  months  ended  September  30,  2021  as  compared  to  the  three  months  ended
September 30, 2020.

Customers

Our  approach,  which  we  call  the  "The  SolarWinds  Model,"  allows  us  to  both  sell  to  a  broad  group  of  potential  customers  and  close  large  transactions  with
significant  customers.  As of September 30,  2021,  we had over 300,000 customers.  While some customers may spend as little  as $100 with us over a twelve-month
period,  we  had  786  customers  who  spent  more  than  $100,000  with  us  for  the  trailing  twelve-month  period  ended  September  30,  2021  as  compared  to  754  for  the
twelve-month period ended September 30, 2020.

We define customers as individuals or entities that have purchased one or more of our products under a unique customer identification number since our inception
for  our  perpetual  license  products  and  individuals  or  entities  that  have  an  active  subscription  for  at  least  one  of  our  subscription  products.  Each  unique  customer
identification  number  constitutes  a  separate  customer  regardless  of  the  amount  purchased.  We  may  have  multiple  purchasers  of  our  products  within  a  single
organization, each of which may be assigned a unique customer identification number and deemed a separate customer.

Annual Recurring Revenue (ARR)

We  use  Subscription  Annual  Recurring  Revenue,  or  Subscription  ARR,  and  Total  Annual  Recurring  Revenue,  or  Total  ARR,  to  evaluate  the  results  of  our
recurring revenue model.

As of September 30, 2021 Year-over-Year 
Growth2021 2020

(in thousands, except percentages)
Subscription ARR $ 130,176 $ 105,869 23.0 %
Total ARR 623,761 572,078 9.0 %

_______

(1) Subscription ARR represents the annualized recurring value of all active subscription contracts at the end of a reporting period.
(2) Total ARR represents the sum of Subscription ARR and the annualized value of all maintenance contracts related to perpetual licenses active at the end of a reporting period.

ARR Correction for the Quarter Ended June 30, 2021

After filing our Quarterly Report on Form 10-Q for the quarter ended June 30, 2021 on August 6, 2021 (the "Prior Form 10-Q"), we determined that we made an
error in reporting our Total ARR and Core IT Management Total ARR as of June 30,

(1)

(2)
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2021. The corrected Total ARR was $973.9 million, reflecting an increase of 11.6% from the $872.5 million as of June 30, 2020. In the Prior Form 10-Q, we reported
Total ARR of $992.5 million, reflecting an increase of 13.8%. The corrected Core IT Management Total ARR was $621.1 million, reflecting an increase of 8.8% from
the $570.6 million as of June 30, 2020. In the Prior Form 10-Q, we reported Core IT Management Total ARR of $639.7 million, reflecting an increase of 12.1%.

Components of Our Results of Operations

Revenue

Our revenue consists of recurring revenue and perpetual license revenue.

• Recurring Revenue. The significant majority of our revenue is recurring and consists of subscription and maintenance revenue.

• Subscription Revenue. We primarily derive subscription revenue from fees received for subscriptions to our SaaS offerings, and to a lesser extent, our
time-based  license  arrangements.  Subscription  revenue  includes  sales  of  our  cloud  infrastructure,  database,  network  management,  application
performance  management  and  IT  service  management,  or  ITSM  products.  We  generally  invoice  subscription  agreements  in  advance  over  the
subscription period on either a monthly or annual basis and to a lesser extent, monthly based on usage. Our subscription revenue grows as customers
add new subscription products, upgrade the capacity level of their existing subscription products or increase the usage of their subscription products.
In April 2020, we launched subscription pricing options for certain of our network, systems and database management products that have historically
been  sold  as  perpetual  licenses.  The  on-premise  subscription  option  gives  customers  additional  flexibility  when  purchasing  our  products.  We
recognize revenue for SaaS offerings ratably over the subscription term once the service is made available to the customer or when we have the right
to invoice  for  services  performed.  The on-premise  subscription offerings  are  time-based revenue arrangements  recognized at  a  point  in  time upon
delivery of the software and support is recognized ratably over the contract period.

• Maintenance  Revenue. We  derive  maintenance  revenue  from  the  sale  of  maintenance  services  associated  with  our  perpetual  license  products.
Perpetual license customers pay for maintenance services based on the products they have purchased. We recognize maintenance revenue ratably on
a daily basis over the contract period. Our maintenance revenue grows when we renew existing maintenance contracts and add new perpetual license
customers,  and as  existing  customers  add new products.  In  addition,  we typically  implement  annual  price  increases  for  our  maintenance  services.
Customers typically renew their maintenance contracts at our standard list maintenance renewal pricing for their applicable products. We generally
invoice maintenance contracts annually in advance.

• License Revenue. We derive license revenue from sales of perpetual licenses of our on-premise network, systems, storage and database management products
to new and existing customers. We include one year of maintenance services as part of our customers’ initial license purchase. License revenue is recognized
at a point in time upon delivery of the electronic license key. We allocate revenue to the license component based upon our estimated standalone selling prices,
which is derived by evaluating our historical pricing and discounting practices in observable bundled transactions.

We plan to continue to sell perpetual licenses for our network, systems and database management products and not require customers to transition to a subscription
pricing model discussed above. The subscription pricing option, and our continued efforts to increase subscription revenue, may impact the mix of license and recurring
revenue, but this impact is difficult to predict at this time due to uncertainty regarding the level of customer adoption of the new subscription pricing options. We expect
a continued shift in the mix between license and recurring revenue in each quarter as new customers purchase these on-premise subscription offerings. Our license sales
and maintenance renewal rates may decline or fluctuate in future periods as customers transition to our subscription offerings and as a result of the Cyber Incident.

Cost of Revenue

• Cost  of  Recurring  Revenue. Cost  of  recurring  revenue  consists  of  technical  support  personnel  costs,  public  cloud  infrastructure  and  hosting  fees  and  an
allocation of overhead costs for our subscription revenue and maintenance services. Allocated costs consist of certain facilities, depreciation, benefits and IT
costs allocated based on headcount.

• Amortization of Acquired Technologies. Amortization of acquired technologies primarily consists of amortization related to capitalized costs of technologies
acquired in connection with the Take Private, and to a lesser extent, acquired technologies from our other acquisitions.
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Operating Expenses

Operating  expenses  consists  of  sales  and  marketing,  research  and  development  and  general  and  administrative  expenses  as  well  as  amortization  of  acquired
intangibles.  Personnel  costs  are  the  most  significant  component  of  operating  expenses  and  consist  of  salaries,  benefits,  bonuses,  sales  commissions,  stock-based
compensation and an allocation of overhead costs based on headcount. The total number of employees as of September 30, 2021 was 2,155, as compared to 2,088 as of
September 30, 2020, as adjusted to exclude employees of the N-able business.

We expect our operating expenses to continue to increase in absolute dollars as we make long-term investments in our business. Our operating expenses in future
periods also may increase in absolute dollars and fluctuate as a percentage of revenue as a result of any future acquisitions and any further decisions to increase our
investment in our business. In addition, the separation of the N-able business will result in dis-synergies associated with increased overhead costs and duplicate hiring
for the remainder of 2021. We intend to continue to grant equity awards to employees and directors, which will result in additional stock-based compensation expense
in future periods.

• Sales and Marketing. Sales and marketing expenses primarily consist of related personnel costs, including our sales, marketing and maintenance renewal and
subscription  retention  teams.  Sales  and  marketing  expenses  also  includes  the  cost  of  digital  marketing  programs  such  as  paid  search,  search  engine
optimization  and  management,  website  maintenance  and  design.  We  expect  to  continue  to  hire  personnel  globally  to  drive  new  sales  and  maintenance
renewals.

• Research and Development. Research and development expenses primarily consist of related personnel costs. We expect to continue to grow our research and
development organization, particularly internationally.

• General and Administrative. General and administrative expenses primarily consist of personnel costs for our executive, finance, legal, human resources and
other  administrative  personnel,  general  restructuring  costs,  acquisition  costs,  certain  Cyber  Incident  costs,  professional  fees  and  other  general  corporate
expenses. The Cyber Incident has resulted in increased general and administrative expenses which we expect to continue in the near term.

• Amortization  of  Acquired  Intangibles. We  amortize  to  operating  expenses  the  capitalized  costs  of  intangible  assets  acquired  in  connection  with  the  Take
Private and our other acquisitions.

Other Income (Expense)

Other  income  (expense)  primarily  consists  of  interest  expense  and  gains  (losses)  resulting  from  changes  in  exchange  rates  on  foreign  currency  denominated
accounts. We expect interest expense to decrease as we repay indebtedness.

Foreign Currency

As a global company, we face exposure to adverse movements in foreign currency exchange rates. Fluctuations in foreign currencies impact the amount of total
assets, liabilities,  revenue, operating expenses and cash flows that we report for our foreign subsidiaries upon the translation of these amounts into U.S. dollars. See
“Item 3. Quantitative and Qualitative Disclosures About Market Risk” for additional information on how foreign currency impacts our financial results.

Income Tax Expense (Benefit)

Income tax expense (benefit) consists of domestic and foreign corporate income taxes related to the sale of products. The tax rate on income earned by our North
American entities is higher than the tax rate on income earned by our international entities. We expect the income earned by our international entities to grow over time
as a percentage of total income, which may result in a decline in our effective income tax rate. However, our effective tax rate will be affected by many other factors
including changes in tax laws, regulations or rates, new interpretations of existing laws or regulations, shifts in the allocation of income earned throughout the world
and changes in overall levels of income before tax.
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Comparison of the Three Months Ended September 30, 2021 and 2020

Revenue

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Subscription $ 32,293 17.8 % $ 26,871 14.5 % $ 5,422 
Maintenance 119,742 66.1 118,663 64.2 1,079 

Total recurring revenue 152,035 83.9 145,534 78.7 6,501 
License 29,236 16.1 39,284 21.3 (10,048)

Total revenue $ 181,271 100.0 % $ 184,818 100.0 % $ (3,547)

Total revenue decreased $3.5 million, or 1.9%, for the three months ended September 30, 2021 compared to the three months ended September 30, 2020. Revenue
from North America was approximately 69% and 71% of total revenue for the three months ended September 30, 2021 and 2020, respectively. Other than the United
States,  no  single  country  accounted  for  10%  or  more  of  our  total  revenue  during  these  periods.  We  expect  our  international  total  revenue  to  increase  slightly  as  a
percentage of total revenue as we expand our international sales and marketing efforts across our product lines.

The Cyber Incident is  expected to negatively impact  revenue,  profitability  and cash flows in 2021 and beyond. Certain of our customers have, and others may,
defer renewals or cancel subscriptions which could have a negative impact on our revenue. However, despite the Cyber Incident, our maintenance renewal rate for the
trailing twelve month period was 89%.

Recurring Revenue

Subscription Revenue. Subscription revenue increased $5.4 million, or 20.2%, for the three months ended September 30, 2021 compared to the three months ended
September 30, 2020, primarily due to sales of our database monitoring and on‑premise subscription offerings.

Our net retention rate for our subscription products was as follows:

Trailing Twelve-Months Ended September
30,

2021 2020

Net retention rate 96 % 99 %

_______

(1) Net  retention  rate  for  subscription  products  represents  the  implied  monthly  subscription  revenue  at  the  end  of  a  period  for  the  base  set  of  customers  from which  we generated  subscription
revenue in the year prior to the calculation, divided by the implied monthly subscription revenue one year prior to the date of the calculation for that same customer base.

Maintenance Revenue. Maintenance revenue increased $1.1 million, or 0.9%, for the three months ended September 30, 2021 compared to the three months ended
September 30, 2020, primarily due to the effect of price increases for our licensed products, partially offset by the impact on maintenance revenue from decreased sales
of our licensed products,  customers transitioning to our on-premise subscription offerings and a decline in our maintenance renewal rate primarily due to the Cyber
Incident.

Our maintenance renewal rate for our perpetual license products was as follows:

Trailing Twelve-Months Ended September
30,

2021 2020

Maintenance renewal rate 89 % 92 %

_______

(1) Maintenance renewal rate represents the sales of maintenance services for all existing maintenance contracts expiring in a period, divided by the sum of previous sales of maintenance services
corresponding to those services expiring in the current period. Sales of maintenance services includes sales of maintenance renewals for a previously purchased product and the amount allocated
to maintenance revenue from a license purchase.

(1)

(1)
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License Revenue

License  revenue  decreased  $10.0  million,  or  25.6%,  primarily  due  to  decreased  sales  of  our  licensed  products  as  a  result  of  the  Cyber  Incident,  the  continuing
impact  of  the  difficult  economic  environment  caused  by  COVID-19  and  an  increase  in  the  subscription  sales  of  our  network,  systems  and  database  management
products that have historically been sold only as perpetual licenses.

Cost of Revenue

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Cost of recurring revenue $ 17,949 9.9 % $ 13,645 7.4 % $ 4,304 
Amortization of acquired technologies 39,882 22.0 39,282 21.3 600 
Total cost of revenue $ 57,831 31.9 % $ 52,927 28.6 % $ 4,904 

Total cost of revenue increased in the three months ended September 30, 2021 compared to the three months ended September 30, 2020 primarily due to increases
in  public  cloud infrastructure  and hosting fees  related  to  our  subscription products  of  $2.1 million,  personnel  costs  to  support  our  customers  and additional  product
offerings of $1.2 million and costs related to the Cyber Incident of $0.4 million.

Operating Expenses

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Sales and marketing $ 58,642 32.4 % $ 52,940 28.6 % $ 5,702 
Research and development 26,285 14.5 21,485 11.6 4,800 
General and administrative 28,551 15.8 23,875 12.9 4,676 
Amortization of acquired intangibles 13,784 7.6 12,596 6.8 1,188 
Total operating expenses $ 127,262 70.2 % $ 110,896 60.0 % $ 16,366 

Sales and Marketing. Sales and marketing expenses increased $5.7 million, or 10.8%, primarily due to increases in personnel costs of $3.2 million and marketing
program costs and public relation costs increased $0.9 million. We have increased our sales and marketing employee headcount through acquisitions, and we expect to
incur additional costs in future periods as we expand our international sales teams and focus on enterprise customers.

Research and Development. Research and development expenses increased $4.8 million, or 22.3%, primarily due to an increase in personnel costs of $3.0 million
and a $1.1 million increase in contract services. Our research and development expenses have increased as we work to deliver new product offerings to our customers
as well as through acquisitions.

General and Administrative.  General  and administrative  expenses  increased  $4.7  million,  or  19.6%,  primarily  due to  $2.4  million  of  costs  related  to  the  Cyber
Incident, net of insurance proceeds, and $1.4 million of costs related to the spin-off of our N‑able business. Personnel costs increased $0.2 million, which includes a
$1.7 million decrease in stock-based compensation expense resulting from modifications to certain stock awards during the third quarter of 2020. The Cyber Incident
has resulted in increased general and administrative expenses which we expect to continue for the remainder of 2021.

Amortization of  Acquired Intangibles. Amortization of  acquired intangibles  increased $1.2 million,  or  9.4% primarily  due to amortization  related to  intangibles
acquired in the fourth quarter of 2020.
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Interest Expense, Net

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Interest expense, net $ (15,897) (8.8) % $ (16,792) (9.1) % $ 895 

Interest expense, net decreased by $0.9 million, or 5.3%, in the three months ended September 30, 2021 compared to the three months ended September 30, 2020.
The  decrease  in  interest  expense  is  primarily  due  to  decreases  in  interest  rates  on  our  debt  and  the  reduction  in  our  outstanding  debt  balance  related  to  quarterly
principal repayments. The weighted-average effective interest rate on our debt for the three months ended September 30, 2021 was 2.84% compared to 2.91% for the
three months ended September 30, 2020. See Note 6. Debt in the Notes to Condensed Consolidated Financial Statements included in Item 1 of Part I of this Quarterly
Report on Form 10-Q for additional information regarding our debt.

Other Income (Expense), Net

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Other income (expense), net $ 1,478 0.8 % $ (255) (0.1) % $ 1,733 

Other income (expense), net increased by $1.7 million in the three months ended September 30, 2021 compared to the three months ended September 30, 2020
primarily  due  to  the  impact  of  changes  in  foreign  currency  exchange  rates  related  to  various  accounts  for  the  period  and  amounts  recorded  in  connection  with  the
transition services agreement with N-able.

Income Tax Expense (Benefit)

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Income (loss) before income taxes $ (18,241) (10.1) % $ 3,948 2.1 % $ (22,189)

Income tax expense (benefit) (19,321) (10.7) 1,505 0.8 (20,826)
Effective tax rate 105.9 % 38.1 % 67.8 %

Our income tax benefit for the three months ended September 30, 2021 was $19.3 million as compared to income tax expense of $1.5 million for the three months
ended September 30, 2020. The effective tax rate increased to 105.9% for the period primarily due to adjustments made in connection with the Separation during the
quarter. For additional discussion about our income taxes, see Note 9. Income Taxes in the Notes to Condensed Consolidated Financial Statements included in Item 1 of
Part I of this Form 10-Q.

Discontinued Operations

Three Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Total revenue $ 20,415 100.0 % $ 76,164 100.0 % $ (55,749)
Total cost of revenue 2,335 11.4 16,020 21.0 (13,685)
Operating expenses 14,580 71.4 46,034 60.4 (31,454)
Income before income taxes 3,473 17.0 13,818 18.1 (10,345)
Income tax expense 13,532 66.3 3,759 4.9 9,773 
Income (loss) from discontinued operations, net of taxes (10,059) (49.3) % 10,059 13.2 (20,118)

30



N‑able's historical financial results through the Separation date of July 19, 2021 are reflected in our consolidated financial statements as discontinued operations.

Comparison of the Nine Months Ended September 30, 2021 and 2020

Revenue

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Subscription $ 90,218 17.0 % $ 75,371 14.2 % $ 14,847 
Maintenance 360,909 67.9 346,396 65.2 14,513 

Total recurring revenue 451,127 84.8 421,767 79.4 29,360 
License 80,788 15.2 109,454 20.6 (28,666)

Total revenue $ 531,915 100.0 % $ 531,221 100.0 % $ 694 

Total revenue increased $0.7 million, or 0.1%, for the nine months ended September 30, 2021 compared to the nine months ended September 30, 2020. Revenue
from North America was approximately 69% and 72% of total revenue for the nine months ended September 30, 2021 and 2020, respectively. Other than the United
States,  no  single  country  accounted  for  10%  or  more  of  our  total  revenue  during  these  periods.  We  expect  our  international  total  revenue  to  increase  slightly  as  a
percentage of total revenue as we expand our international sales and marketing efforts across our product lines.

Recurring Revenue

Subscription Revenue. Subscription revenue increased $14.8 million, or 19.7%, for the nine months ended September 30, 2021 compared to the nine months ended
September 30, 2020, primarily due to sales of our database monitoring and on-premise subscription offerings.

Our net retention rate for our subscription products was as follows:

Trailing Twelve-Months Ended September
30,

2021 2020

Net retention rate 96 % 99 %

_______

(1) Net  retention  rate  for  subscription  products  represents  the  implied  monthly  subscription  revenue  at  the  end  of  a  period  for  the  base  set  of  customers  from which  we generated  subscription
revenue in the year prior to the calculation, divided by the implied monthly subscription revenue one year prior to the date of the calculation for that same customer base.

Maintenance Revenue. Maintenance revenue increased $14.5 million, or 4.2%, for the nine months ended September 30, 2021 compared to the nine months ended
September  30,  2020,  primarily  due  to  price  increases  offset  by  the  impact  on  maintenance  revenue  from  decreased  sales  of  our  licensed  products,  customers
transitioning to our on-premise subscription offerings and a decline in our maintenance renewal rate primarily due to the Cyber Incident.

Our maintenance renewal rate for our perpetual license products was as follows:

Trailing Twelve-Months Ended September
30,

2021 2020

Maintenance renewal rate 89 % 92 %

_______

(1) Maintenance renewal rate represents the sales of maintenance services for all existing maintenance contracts expiring in a period, divided by the sum of previous sales of maintenance services
corresponding to those services expiring in the current period. Sales of maintenance services includes sales of maintenance renewals for a previously purchased product and the amount allocated
to maintenance revenue from a license purchase.

(1)

(1)
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License Revenue

License  revenue  decreased  $28.7  million,  or  26.2%,  primarily  due  to  decreased  sales  of  our  licensed  products  as  a  result  of  the  Cyber  Incident,  the  continuing
impact  of  the  difficult  economic  environment  caused  by  COVID-19  and  an  increase  in  the  subscription  sales  of  our  network,  systems  and  database  management
products that have historically been sold only as perpetual licenses.

Cost of Revenue

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Cost of recurring revenue $ 49,331 9.3 % $ 39,441 7.4 % $ 9,890 
Amortization of acquired technologies 120,397 22.6 116,733 22.0 3,664 
Total cost of revenue $ 169,728 31.9 % $ 156,174 29.4 % $ 13,554 

Total cost of revenue increased in the nine months ended September 30, 2021 compared to the nine months ended September 30, 2020 primarily due to increases in
public  cloud  infrastructure  and  hosting  fees  related  to  our  subscription  products  of  $3.9  million,  personnel  costs  to  support  our  customers  and  additional  product
offerings of $2.9 million and costs related to the Cyber Incident of $1.8 million. Amortization of acquired technologies increased primarily due to amortization related
to intangibles acquired in the fourth quarter of 2020.

Operating Expenses

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Sales and marketing $ 174,384 32.8 % $ 159,100 29.9 % $ 15,284 
Research and development 78,474 14.8 63,738 12.0 14,736 
General and administrative 90,135 16.9 64,430 12.1 25,705 
Amortization of acquired intangibles 41,704 7.8 37,453 7.1 4,251 
Total operating expenses $ 384,697 72.3 % $ 324,721 61.1 % $ 59,976 

Sales  and  Marketing. Sales  and  marketing  expenses  increased  $15.3  million,  or  9.6%,  primarily  due  to  increases  in  personnel  costs  of  $11.6  million,  which
includes  an  increase  of  $4.1  million  in  stock-based  compensation  expense,  and  an  increase  of  $1.9  million  in  marketing  program  costs  and  public  relation  costs
resulting from the Cyber Incident. We increased our sales and marketing employee headcount through acquisitions, and we expect to incur additional costs in future
periods as we expand our international sales teams and focus on enterprise customers.

Research  and  Development. Research  and  development  expenses  increased  $14.7  million,  or  23.1%,  primarily  due  to  an  increase  in  personnel  costs  of  $12.0
million and a $2.0 million increase in contract  services.  Our research and development expenses have increased as we work to deliver new product offerings to our
customers as well as through acquisitions.

General and Administrative. General and administrative expenses increased $25.7 million, or 39.9%, primarily due to a $20.3 million increase in costs related to
the  Cyber  Incident,  net  of  insurance  proceeds,  a  $4.7  million  increase  in  personnel  costs,  which  includes  an  increase  of  $1.1  million  in  stock-based  compensation
expense, and a $2.3 million increase in costs related to the spin-off of our N-able business. These increases were partially offset by a decrease in acquisition costs of
$2.8 million. As a result of the Cyber Incident, we expect an increase in general and administrative expenses for the remainder of 2021.

Amortization of Acquired Intangibles. Amortization of acquired intangibles increased $4.3 million, or 11.4%, primarily due to amortization related to intangibles
acquired in the fourth quarter of 2020.
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Interest Expense, Net

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Interest expense, net $ (48,262) (9.1) % $ (59,202) (11.1) % $ 10,940 

Interest expense, net decreased by $10.9 million, or 18.5%, in the nine months ended September 30, 2021 compared to the nine months ended September 30, 2020.
The  decrease  in  interest  expense  is  primarily  due  to  decreases  in  interest  rates  on  our  debt  and  the  reduction  in  our  outstanding  debt  balance  related  to  quarterly
principal repayments. The weighted-average effective interest rate on our debt for the nine months ended September 30, 2021 was 2.86% compared to 3.53% for the
nine months ended September 30, 2020. See Note 6. Debt in the Notes to Condensed Consolidated Financial Statements included in Item 1 of Part I of this Quarterly
Report on Form 10-Q for additional information regarding our debt.

Other Income (Expense), Net

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Other income (expense), net $ 1,865 0.4 % $ (485) (0.1) % $ 2,350 

Other  income (expense),  net  increased by $2.4  million  in  the  nine months  ended September  30,  2021 compared to  the  nine months  ended September  30,  2020
primarily  due  to  the  impact  of  changes  in  foreign  currency  exchange  rates  related  to  various  accounts  for  the  period  and  amounts  recorded  in  connection  with  the
transition services agreement with N-able.

Income Tax Expense (Benefit)

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Income (loss) before income taxes $ (68,907) (13.0) % $ (9,361) (1.8) % $ (59,546)
Income tax expense (benefit) (26,322) (4.9) 1,405 0.3 (27,727)
Effective tax rate 38.2 % (15.0)% 53.2 %

Our income tax benefit for the nine months ended September 30, 2021 was $26.3 million as compared to income tax expense of $1.4 million for the nine months
ended  September  30,  2020.  The  effective  tax  rate  increased  to  38.2%  for  the  period  primarily  due  to  the  increase  in  loss  before  income  taxes  and  the  reversal  of
uncertain tax positions in the amount of $6.1 million and related accrued interest in the amount of $2.7 million due to an IRS settlement agreement entered into during
the first  quarter of 2021. For additional discussion about our income taxes, see Note 9. Income Taxes in the Notes to Condensed Consolidated Financial Statements
included in Item 1 of Part I of this Quarterly Report on Form 10-Q.
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Discontinued Operations

Nine Months Ended September 30,
2021 2020

Amount Percentage of Revenue Amount Percentage of Revenue Change

(in thousands, except percentages)
Total revenue $ 188,647 100.0 % $ 222,726 100.0 % $ (34,079)
Total cost of revenue 29,168 15.5 % 46,422 20.8 % (17,254)
Operating expenses 136,002 72.1 % 128,701 57.8 % 7,301 
Income before income taxes 22,869 12.1 % 47,148 21.2 % (24,279)
Income tax expense 8,047 4.3 % 10,620 4.8 % (2,573)
Income from discontinued operations, net of taxes 14,822 7.9 % 36,528 16.4 % $ (21,706)

N‑able's historical financial results through the Separation date of July 19, 2021 are reflected in our consolidated financial statements as discontinued operations.

Non-GAAP Financial Measures from Continuing Operations

In addition to financial measures prepared in accordance with GAAP, we use certain non-GAAP financial measures to clarify and enhance our understanding, and
aid in the period-to-period comparison, of our performance. We believe that these non-GAAP financial measures provide supplemental information that is meaningful
when assessing our operating performance because they exclude the impact of certain amounts that our management and board of directors do not consider part of core
operating results when assessing our operational performance, allocating resources, preparing annual budgets and determining compensation. Accordingly, these non-
GAAP financial measures may provide insight to investors into the motivation and decision-making of management in operating the business. Investors are encouraged
to review the reconciliation of each of these non-GAAP financial measures to its most comparable GAAP financial measure included below. Unless noted otherwise,
all non-GAAP financial measures are derived from our GAAP financial measures from continuing operations.

While we believe that these non-GAAP financial measures provide useful supplemental information, non-GAAP financial measures have limitations and should
not be considered in isolation from, or as a substitute for, their most comparable GAAP measures. These non-GAAP financial measures are not prepared in accordance
with  GAAP,  do  not  reflect  a  comprehensive  system  of  accounting  and  may  not  be  comparable  to  similarly  titled  measures  of  other  companies  due  to  potential
differences in their financing and accounting methods, the book value of their assets, their capital structures, the method by which their assets were acquired and the
manner in which they define non-GAAP measures. Items such as the amortization of intangible assets, stock-based compensation expense and related employer-paid
payroll taxes, acquisition related adjustments, the Cyber Incident and restructuring costs, as well as the related tax impacts of these items can have a material impact on
our GAAP financial results.

Non-GAAP Revenue from Continuing Operations

We  define  non-GAAP  total  revenue  as  total  revenue  excluding  the  impact  of  purchase  accounting  from  acquisitions.  We  monitor  this  measure  to  assess  our
performance  because  we  believe  our  revenue  growth  rate  would  be  overstated  without  this  adjustment.  We  believe  presenting  non-GAAP total  revenue  aids  in  the
comparability  between  periods  and  in  assessing  our  overall  operating  performance.  For  the  third  quarter  of  2021,  there  was  no  impact  of  purchase  accounting  on
revenue so our non-GAAP total revenue is equivalent to our GAAP total revenue.

 Three Months Ended September 30,
Nine Months Ended 

September 30,
 2021 2020 2021 2020

(in thousands)
Total GAAP revenue $ 181,271 $ 184,818 $ 531,915 $ 531,221 

Impact of purchase accounting — 293 134 2,366 
Total non-GAAP revenue $ 181,271 $ 185,111 $ 532,049 $ 533,587 

_______________

(1) Adjustment represents the impact of purchase accounting to the subscription revenue line item. There were no adjustments to the maintenance revenue line item for the periods presented.

(1)
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Non-GAAP Operating Income and Non-GAAP Operating Margin from Continuing Operations

We  provide  non-GAAP  operating  income  and  related  non-GAAP  margin  using  non-GAAP  revenue  and  excluding  such  items  as  the  write-down  of  deferred
revenue  related  to  purchase  accounting,  amortization  of  acquired  intangible  assets,  stock-based  compensation  expense  and  related  employer-paid  payroll  taxes,
acquisition and other costs, restructuring costs and Cyber Incident costs. Management believes these measures are useful for the following reasons:

• Amortization of Acquired Intangible Assets. We provide non-GAAP information that excludes expenses related to purchased intangible assets associated with
our acquisitions. We believe that eliminating this expense from our non-GAAP measures is useful to investors, because the amortization of acquired intangible
assets can be inconsistent in amount and frequency and is significantly impacted by the timing and magnitude of our acquisition transactions, which also vary
in frequency from period to period. Accordingly, we analyze the performance of our operations in each period without regard to such expenses.

• Stock-Based Compensation Expense and Related Employer-Paid Payroll Taxes. We provide non-GAAP information that excludes expenses related to stock-
based  compensation  and  related  employer-paid  payroll  taxes.  We  believe  that  the  exclusion  of  stock-based  compensation  expense  provides  for  a  better
comparison of our operating results to prior periods and to our peer companies as the calculations of stock-based compensation vary from period to period and
company to company due to different valuation methodologies, subjective assumptions and the variety of award types. Employer-paid payroll taxes on stock-
based compensation is dependent on our stock price and the timing of the taxable events related to the equity awards, over which our management has little
control,  and  does  not  correlate  to  the  core  operation  of  our  business.  Because  of  these  unique  characteristics  of  stock-based  compensation  and  related
employer-paid payroll taxes, management excludes these expenses when analyzing the organization’s business performance.

• Acquisition and Other Costs. We exclude certain expense items resulting from acquisitions, such as legal, accounting and advisory fees, changes in fair value
of  contingent  consideration,  costs  related  to  integrating  the  acquired  businesses,  deferred  compensation,  severance  and  retention  expense.  In  addition,  we
exclude certain other costs including expense related to our offerings. We consider these adjustments, to some extent, to be unpredictable and dependent on a
significant  number  of  factors  that  are  outside  of  our  control.  Furthermore,  acquisitions  result  in  operating  expenses  that  would  not  otherwise  have  been
incurred by us in the normal  course of  our organic  business operations.  We believe that  providing these non-GAAP measures that  exclude acquisition and
other costs, allows users of our financial statements to better review and understand the historical and current results of our continuing operations, and also
facilitates comparisons to our historical results and results of less acquisitive peer companies, both with and without such adjustments.

• Restructuring Costs. We provide non-GAAP information that excludes restructuring costs such as severance and the estimated costs of exiting and terminating
facility lease commitments, as they relate to our corporate restructuring and exit activities and costs related to the separation of employment with executives of
the  Company.  In  addition,  we  exclude  certain  costs,  primarily  legal  and  accounting  fees,  resulting  from  the  spin-off  of  N-able  reported  in  continuing
operations. Spin-off costs incurred in historical periods are included in discontinued operations and therefore are no longer presented as a separate adjustment.
These costs are inconsistent in amount and are significantly impacted by the timing and nature of these events. Therefore, although we may incur these types
of expenses in the future, we believe that eliminating these costs for purposes of calculating the non-GAAP financial measures facilitates a more meaningful
evaluation of our operating performance and comparisons to our past operating performance.

• Cyber Incident Costs. We exclude certain expenses resulting from the Cyber Incident. Expenses include costs to investigate and remediate the Cyber Incident,
and legal and other professional services related thereto, and consulting services being provided to customers at no charge. Cyber Incident costs are provided
net  of  expected  and  received  insurance  reimbursements,  although  the  timing  of  recognizing  insurance  reimbursements  may  differ  from  the  timing  of
recognizing the associated expenses. We expect to incur significant legal and other professional services expenses associated with the Cyber Incident in future
periods.  The Cyber Incident  results  in  operating expenses that  would not  have otherwise been incurred by us in the normal  course of  our  organic  business
operations. We believe that providing non-GAAP measures that exclude these costs facilitates a more meaningful evaluation of our operating performance and
comparisons  to  our  past  operating  performance.  We  continue  to  invest  significantly  in  cybersecurity  and  expect  to  make  additional  investments.  These
estimated investments are in addition to the Cyber Incident costs and not included in the net Cyber Incident costs reported.
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Three Months Ended September 30,
Nine Months Ended 

September 30,
2021 2020 2021 2020

(in thousands, except margin data)
GAAP operating income (loss) from continuing operations $ (3,822) $ 20,995 $ (22,510) $ 50,326 

Impact of purchase accounting — 293 134 2,366 
Stock-based compensation expense and related employer-paid payroll taxes 16,019 18,390 44,412 38,995 
Amortization of acquired technologies 39,882 39,282 120,397 116,733 
Amortization of acquired intangibles 13,784 12,596 41,704 37,453 
Acquisition and other costs 232 1,176 1,403 3,993 
Restructuring costs 2,596 2,022 4,896 2,168 
Cyber Incident costs, net 2,927 — 23,822 — 

Non-GAAP operating income $ 71,618 $ 94,754 $ 214,258 $ 252,034 

GAAP operating margin (2.1)% 11.4 % (4.2)% 9.5 %

Non-GAAP operating margin 39.5 % 51.2 % 40.3 % 47.2 %

Adjusted EBITDA and Adjusted EBITDA Margin from Continuing Operations

We regularly monitor adjusted EBITDA and adjusted EBITDA margin, as it is a measure we use to assess our operating performance. We define adjusted EBITDA
as net income or loss, excluding the impact of purchase accounting on total revenue, amortization of acquired intangible assets and developed technology, depreciation
expense,  stock-based  compensation  expense  and  related  employer-paid  payroll  taxes,  restructuring  costs,  acquisition  and  other  costs,  Cyber  Incident  costs,  interest
expense, net, debt related costs including fees related to our credit agreements, debt extinguishment and refinancing costs, unrealized foreign currency (gains) losses,
and income tax expense (benefit). We define adjusted EBITDA margin as adjusted EBITDA divided by non-GAAP revenue. Adjusted EBITDA has limitations as an
analytical tool, and you should not consider it in isolation or as a substitute for analysis of our results as reported under GAAP. Some of these limitations are: although
depreciation and amortization are non-cash charges, the assets being depreciated and amortized may have to be replaced in the future, and adjusted EBITDA does not
reflect cash capital expenditure requirements for such replacements or for new capital expenditure requirements; adjusted EBITDA excludes the impact of the write-
down of deferred revenue due to purchase accounting in connection with our acquisitions, and therefore includes revenue that will never be recognized under GAAP;
adjusted EBITDA does not reflect changes in, or cash requirements for, our working capital needs; adjusted EBITDA does not reflect the significant interest expense,
or the cash requirements necessary to service interest or principal payments, on our debt; adjusted EBITDA does not reflect tax payments that may represent a reduction
in  cash  available  to  us;  and  other  companies,  including  companies  in  our  industry,  may  calculate  adjusted  EBITDA  differently,  which  reduces  its  usefulness  as  a
comparative measure.

Because of these limitations,  you should consider adjusted EBITDA alongside other financial  performance measures,  including net income (loss) and our other
GAAP results. In evaluating adjusted EBITDA, you should be aware that in the future we may incur expenses that are the same as or similar to some of the adjustments
in  this  presentation.  Our  presentation  of  adjusted  EBITDA should  not  be  construed  as  an  inference  that  our  future  results  will  be  unaffected  by  the  types  of  items
excluded from the calculation of adjusted EBITDA. Adjusted EBITDA is not a presentation made in accordance with GAAP and the use of the term varies from others
in our industry.
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 Three Months Ended September 30,
Nine Months Ended 

September 30,
 2021 2020 2021 2020

(in thousands, except margin data)
Net income (loss) from continuing operations $ 1,080 $ 2,443 $ (42,585) $ (10,766)

Amortization and depreciation 57,354 55,210 173,362 163,765 
Income tax expense (benefit) (19,321) 1,505 (26,322) 1,405 
Interest expense, net 15,897 16,792 48,262 59,202 
Impact of purchase accounting on total revenue — 293 134 2,366 
Unrealized foreign currency (gains) losses (388) 127 (1,504) 691 
Acquisition and other costs 232 1,176 1,403 3,993 
Debt related costs 92 90 284 274 
Stock-based compensation expense and related employer-paid payroll taxes 16,019 18,390 44,412 38,995 
Restructuring costs 1,376 2,022 3,676 2,168 
Cyber Incident costs, net 2,927 — 23,822 — 

Adjusted EBITDA $ 75,268 $ 98,048 $ 224,944 $ 262,093 

Adjusted EBITDA margin 41.5 % 53.0 % 42.3 % 49.1 %

Liquidity and Capital Resources

Cash and cash equivalents increased during the quarter primarily due to funds received at the Separation of N-able and was $708.9 million as of September 30,
2021. Our international subsidiaries held approximately $26.7 million of cash and cash equivalents, of which 54.9% were held in Euros. We intend either to invest our
foreign earnings permanently in foreign operations or to remit these earnings to our U.S. entities in a tax-free manner with the exception for immaterial state income
taxes. The Tax Act imposed a mandatory transition tax on accumulated foreign earnings and eliminates U.S. federal income taxes on foreign subsidiary distribution.

Our  primary source  of  cash for  funding operations  and growth has  been through cash provided by operating activities.  We continue to  evaluate  the  nature  and
extent of the impact of the Cyber Incident to our business and financial position. Currently it is not possible to estimate the amount of loss or range of possible loss that
might result from adverse judgments, settlements, penalties, or other resolution of the proceedings and investigations resulting from the Cyber Incident. Such potential
payments, if great enough, could have an adverse effect on our liquidity. In addition, there continues to be uncertainty in the rapidly changing market and economic
conditions related in part to the ongoing COVID-19 pandemic. However, despite these uncertainties, we believe that our existing cash and cash equivalents, our cash
flows from operating activities and our borrowing capacity under our credit facilities will be sufficient to fund our operations, fund required debt repayments and meet
our commitments for capital expenditures for at least the next 12 months.

Although  we  are  not  currently  a  party  to  any  material  definitive  agreement  regarding  potential  investments  in,  or  acquisitions  of,  complementary  businesses,
applications or technologies, we may enter into these types of arrangements, which could reduce our cash and cash equivalents, require us to seek additional equity or
debt financing or repatriate cash generated by our international operations that could cause us to incur withholding taxes on any distributions. Additional funds from
financing arrangements may not be available on terms favorable to us or at all.

Indebtedness

As of September 30, 2021, our total indebtedness was $1.9 billion, with up to $117.5 million of available borrowings under our revolving credit facility. See Note
6. Debt in the Notes to Condensed Consolidated Financial Statements included in Item 1 of Part I of this Quarterly Report on Form 10-Q for additional information
regarding our debt.

First Lien Credit Agreement

The First Lien Credit  Agreement,  as amended, provides for a senior secured revolving credit  facility in an aggregate principal amount of $117.5 million, or the
Revolving Credit Facility, consisting of a $17.5 million U.S. dollar revolving credit facility, or the U.S. Dollar Revolver, and a $100.0 million multicurrency revolving
credit facility, or the Multicurrency Revolver. The Revolving Credit Facility includes a $35.0 million sublimit for the issuance of letters of credit. The First Lien Credit
Agreement also contains a term loan facility (which we refer to as the First Lien Term Loan, and together with the Revolving Credit Facility, as the First Lien Credit
Facilities) in an original aggregate principal amount of $1,990.0 million.

The First  Lien Credit  Agreement  provides  us  the  right  to  request  additional  commitments  for  new incremental  term loans and revolving loans,  in  an aggregate
principal amount not to exceed (a) the greater of (i) $400.0 million and (ii) 100% of our
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consolidated EBITDA, as defined in the First Lien Credit Agreement (calculated on a pro forma basis), for the most recent four fiscal quarter period, or the First Lien
Fixed Basket, plus (b) the amount of certain voluntary prepayments of the First Lien Credit Facilities, plus (c) an unlimited amount subject to pro forma compliance
with a first lien net leverage ratio not to exceed 4.75 to 1.00.

On  July  27,  2021,  we  entered  into  Amendment  No.  5  to  our  First  Lien  Credit  Agreement  to  extend  the  maturity  date  of  our  Revolving  Credit  Facility  from
February 5, 2022 to August 5, 2023. The borrowing capacity under the amended Revolving Credit Facility was unchanged.

The First Lien Term Loan will mature on February 5, 2024.

The First Lien Term Loan requires equal quarterly repayments equal to 0.25% of the original principal amount.

Summary of Cash Flows

Summarized cash flow information is as follows:

Nine Months Ended 
September 30,

2021 2020

(in thousands)
Net cash provided by operating activities from continuing operations $ 81,945 $ 202,942 
Net cash used in investing activities from continuing operations (9,587) (18,116)
Net cash provided by (used in) financing activities from continuing operations 247,625 (11,448)
Effect of exchange rate changes on cash and cash equivalents from continuing operations (3,803) 6,278 
Net cash provided by discontinued operations 22,212 71,958 
Net increase in cash and cash equivalents $ 338,392 $ 251,614 

Operating Activities

Our primary source of cash from operating activities is cash collections from our customers. We expect cash inflows from operating activities to be affected by the
timing of our sales. Our primary uses of cash from operating activities are for personnel-related expenditures, and other general operating expenses, as well as payments
related to taxes, interest and facilities.

For the nine months ended September 30, 2021 as compared to the nine months ended September 30, 2020, the decrease in cash provided by operating activities
was primarily due to decreased cash inflows resulting from the changes in our operating assets and liabilities and an increase in net loss from continuing operations for
the period. The net cash outflow resulting from the changes in our operating assets and liabilities was $72.3 million for the nine months ended September 30, 2021 as
compared  to  a  net  cash  inflow  $21.1  million  for  the  nine  months  ended  September  30,  2020  and  was  primarily  due  to  the  timing  of  sales  and  cash  payments  and
receipts.  During  the  nine  months  ended  September  30,  2021,  cash  flow  from  operations  was  impacted  by  lower  license  sales  and  maintenance  renewal  bookings,
increased personnel related costs, as well as an increase in cash payments for expenses resulting from the Cyber Incident and the spin-off of the N-able business.

Investing Activities

Investing cash flows consist primarily of cash used for purchases of capital expenditures and intangible assets and acquisitions. Our capital expenditures primarily
relate to purchases of leasehold improvements,  computers,  servers and equipment to support our domestic and international  office locations.  Purchases of intangible
assets consist primarily of capitalized research and development costs.

Net cash used in investing activities decreased in the nine months ended September 30, 2021 as compared to the nine months ended September 30, 2020 primarily
due to a decrease in cash used for purchases of property and equipment.

Financing Activities

Financing cash flows consist primarily of issuance and repayments associated with our long-term debt, the proceeds from the issuance of shares of common stock
through  equity  incentive  plans  and  the  repurchase  of  unvested  incentive  restricted  stock  and  common  stock  to  satisfy  withholding  tax  requirements  related  to  the
settlement of restricted stock units.

Net  cash  provided  by  financing  activities  increased  in  the  nine  months  ended  September  30,  2021 as  compared  to  the  nine  months  ended  September  30,  2020
primarily due to the net cash distribution from spin-off of discontinued operations received which includes $324.7 million in cash to repay intercompany indebtedness
and $238.2 million as a one-time dividend payment,
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net of $57.3 million of cash distributed to N-able at the Separation. Cash provided by financing activities was reduced by the Special Dividend of $237.2 million we
paid to our stockholders in August 2021.

In the nine months ended September 30, 2021 we withheld and retired shares of common stock to satisfy $10.5 million of statutory withholding tax requirements
that we pay in cash to the appropriate taxing authorities on behalf of our employees related to the settlement of restricted stock units during the period. These shares are
treated as common stock repurchases in our condensed consolidated financial statements.

In each of the nine months ended September 30, 2021 and 2020, we made $14.9 million of quarterly principal payments under our First Lien Credit Agreement.
During the third quarter of 2021, in addition to our quarterly principal repayment, we made an excess principal payment from proceeds received at the Separation in the
amount of $1.1 million.

Contractual Obligations and Commitments

As of September 30, 2021, other than the impact of discontinued operations, there have been no material changes in our contractual obligations and commitments
as  of  December  31,  2020  that  were  disclosed  in  our  Annual  Report  on  Form 10-K.  See Note 3.  Discontinued Operations in the Notes  to  Condensed  Consolidated
Financial Statements included in Item 1 of Part I of this Quarterly Report on Form 10-Q for additional information regarding the Separation of N-able.

Critical Accounting Policies and Estimates

Our  condensed  consolidated  financial  statements  are  prepared  in  conformity  with  GAAP and  require  our  management  to  make  estimates  and  assumptions  that
affect  the reported amounts of assets,  liabilities,  revenue, costs and expenses and related disclosures.  We base our estimates on historical  experience and on various
other  assumptions  that  we  believe  to  be  reasonable  under  the  circumstances.  Actual  results  may  differ  from these  estimates,  and  such  estimates  may  change  if  the
underlying  conditions  or  assumptions  change.  To  the  extent  that  there  are  differences  between  our  estimates  and  actual  results,  our  future  financial  statement
presentation, financial condition, results of operations and cash flows will be affected, perhaps materially.

In  many  cases,  the  accounting  treatment  of  a  particular  transaction  is  specifically  dictated  by  GAAP  and  does  not  require  management’s  judgment  in  its
application,  while  in  other  cases,  management’s  judgment  is  required  in  selecting  among  available  alternative  accounting  standards  that  allow  different  accounting
treatment for similar transactions. We believe that these accounting policies requiring significant management judgment and estimates are critical to understanding our
historical and future performance, as these policies relate to the more significant areas of our financial results. These critical accounting policies are:

• the valuation of goodwill, intangibles, long-lived assets and contingent consideration;
• revenue recognition;
• stock-based compensation;
• income taxes; and
• loss contingencies.

A full description of our critical accounting policies that involve significant management judgment appears in our Annual Report on Form 10-K for the year ended
December 31, 2020 filed with the SEC on March 1, 2021. There have been no material changes to our critical accounting policies and estimates since that time.

Recent Accounting Pronouncements

See Note 2. Summary of Significant Accounting Policies in the Notes to Condensed Consolidated Financial Statements in Item 1 of Part I of this Quarterly Report
on Form 10-Q, for a full description of recent accounting pronouncements, if any, which is incorporated herein by reference.

Off-Balance Sheet Arrangements

During  the  nine  months  ended  September  30,  2021,  we  did  not  have  any  relationships  with  unconsolidated  organizations  or  financial  partnerships,  such  as
structured  finance  or  special  purpose  entities  that  would  have  been  established  for  the  purpose  of  facilitating  off-balance  sheet  arrangements  or  other  contractually
narrow or limited purposes.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk

Interest Rate Risk

We  had  cash  and  cash  equivalents  of  $708.9  million  and  $270.7  million  at  September  30,  2021  and  December  31,  2020,  respectively.  Our  cash  and  cash
equivalents consist  primarily of bank demand deposits  and money market  funds. We hold cash and cash equivalents and short-term investments for working capital
purposes. Our investments are made for capital preservation purposes, and we do not enter into investments for trading or speculative purposes.

We do not have material exposure to market risk with respect to our cash and cash equivalents, as these consist primarily of highly liquid investments purchased
with original maturities of three months or less at September 30, 2021.

We had total indebtedness with an outstanding principal balance of $1.9 billion at each of September 30, 2021 and December 31, 2020. Borrowings outstanding
under our credit agreement bear interest at variable rates equal to applicable margins plus specified base rates or LIBOR-based rates with a 0% floor. As of September
30,  2021 and December  31,  2020,  the annual  weighted-average  rate  on borrowings was 2.83% and 2.90%, respectively.  If  there  was a  hypothetical  100 basis  point
increase in interest rates, the annual impact to interest expense would be approximately $19.3 million. This hypothetical change in interest expense has been calculated
based on the borrowings outstanding at December 31, 2020 and a 100 basis point per annum change in interest rate applied over a one-year period.

We do not have material exposure to fair value market risk with respect to our total long-term outstanding indebtedness which consists of $1.9 billion U.S. dollar
term loans as of September 30, 2021, not subject to market pricing.

See Note 6.  Debt in  the Notes  to  Condensed  Consolidated  Financial  Statements in  Item  1  of  Part  I  of  this  Quarterly  Report  on  Form  10-Q  for  additional
information regarding our debt.

Foreign Currency Exchange Risk

As a global company, we face exposure to adverse movements in foreign currency exchange rates. We primarily conduct business in the following locations: the
United  States,  Europe,  Canada,  South  America  and  Australia.  This  exposure  is  the  result  of  selling  in  multiple  currencies,  growth  in  our  international  investments,
additional headcount in foreign countries and operating in countries where the functional currency is the local currency. Specifically, our results of operations and cash
flows are subject to fluctuations in the following currencies: the Euro, British Pound Sterling and Australian Dollar against the United States Dollar, or USD. These
exposures may change over time as business practices evolve and economic conditions change, including as a result of the impact of the COVID-19 pandemic on the
global economy or governmental actions taken in response to the COVID-19 pandemic. Changes in foreign currency exchange rates could have an adverse impact on
our financial results and cash flows.

Our condensed consolidated statements of operations are translated into USD at the average exchange rates in each applicable period. Our international revenue,
operating expenses and significant balance sheet accounts denominated in currencies other than the USD primarily flow through our European subsidiaries, which have
Euro  functional  currency.  This  results  in  a  two-step  currency  exchange  process  wherein  the  currencies  other  than  the  Euro  are  first  converted  into  those  functional
currencies and then translated into USD for our consolidated financial statements. As an example, revenue for sales in Australia is translated from the Australian Dollar
to the Euro and then into the USD.

Our statement of operations and balance sheet accounts are also impacted by the re-measurement  of non-functional  currency transactions such as intercompany
loans, cash accounts held by our overseas subsidiaries, accounts receivable denominated in foreign currencies, deferred revenue and accounts payable denominated in
foreign currencies.

Foreign Currency Transaction Risk

Our  foreign  currency  exposures  typically  arise  from  selling  annual  and  multi-year  maintenance  contracts  and  subscriptions  in  multiple  currencies,  accounts
receivable, intercompany transfer pricing arrangements and other intercompany transactions. Our foreign currency management objective is to minimize the effect of
fluctuations  in  foreign  exchange  rates  on  selected  assets  or  liabilities  without  exposing  us  to  additional  risk  associated  with  transactions  that  could  be  regarded  as
speculative.

We utilize  purchased foreign currency forward contracts  to  minimize  our  foreign exchange exposure  on certain  foreign balance sheet  positions  denominated  in
currencies other than the Euro. We do not enter into any derivative financial instruments for trading or speculative purposes. Our objective in managing our exposure to
foreign currency exchange rate fluctuations is to reduce the impact of adverse fluctuations in such exchange rates on our earnings and cash flow. The notional amounts
and currencies underlying our foreign currency forward contracts will fluctuate period to period as they are principally dependent on the balances of the balance sheet
positions that are denominated in currencies other than the Euro held by our global entities. There can be no assurance that our foreign currency hedging activities will
substantially offset the impact of fluctuation in currency exchange rates on our results of operations and functional positions. As of September 30, 2021 and December
31,
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2020, we did not have any forward contracts outstanding and while we do not have a formal policy to settle all derivatives prior to the end of each quarter, our current
practice is to do so. The effect of derivative instruments on our condensed consolidated statements of operations was insignificant for the three and nine months ended
September 30, 2021 and 2020.

We  are  exposed  to  credit-related  losses  in  the  event  of  non-performance  by  counterparties  to  derivative  financial  instruments,  but  we  do  not  expect  any
counterparties to fail to meet their obligations given their high credit ratings. In addition, we diversify this risk across several counterparties and actively monitor their
ratings.

Foreign Currency Translation Risk

Fluctuations  in  foreign  currencies  impact  the  amount  of  total  assets,  liabilities,  revenue,  operating  expenses  and  cash  flows  that  we  report  for  our  foreign
subsidiaries upon the translation of these amounts into U.S. dollars. If there is a change in foreign currency exchange rates, the amounts of assets, liabilities, revenue,
operating expenses and cash flows that we report in U.S. dollars for foreign subsidiaries that transact in international currencies may be higher or lower to what we
would  have  reported  using  a  constant  currency  rate.  To  the  extent  the  U.S.  dollar  strengthens  against  foreign  currencies,  the  translation  of  these  foreign  currency
denominated  transactions  results  in  reduced  assets,  liabilities,  revenue,  operating  expenses  and  cash  flows  for  our  international  operations.  Similarly,  our  assets,
liabilities,  revenue,  operating  expenses  and  cash  flows  will  increase  for  our  international  operations  if  the  U.S.  dollar  weakens  against  foreign  currencies.  The
conversion of the foreign subsidiaries’ financial statements into U.S. dollars will also lead to remeasurement gains and losses recorded in income, or translation gains or
losses that are recorded as a component of accumulated other comprehensive income (loss).

Item 4: Controls and Procedures

Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness of our disclosure controls and
procedures as of September 30, 2021. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Securities Exchange Act of
1934, as amended (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 September 30, 2021, our Chief
Executive Officer and Chief Financial Officer concluded that, as of such date, our disclosure controls and procedures were effective at a reasonable assurance level.

Changes in Internal Control over Financial Reporting

There were no changes in our internal control over financial reporting that occurred during the quarter ended September 30, 2021 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

For a description of the lawsuits and government investigations or inquiries related to the Cyber Incident, see Item 2, "Management's Discussion and Analysis of
Financial Condition and Results of Operations" and Note 11. Commitments and Contingencies in the Notes to Condensed Consolidated Financial Statements in Item 1
of Part I of this Quarterly Report on Form 10-Q, which description is incorporated herein by reference.

In addition, from time to time, we have been and may be involved in various legal proceedings and claims arising in our ordinary course of business. Other than
with  respect  to  the  Cyber  Incident,  neither  we  nor  any  of  our  subsidiaries  is  a  party  to,  and  none  of  our  respective  property  is  the  subject  of,  any  material  legal
proceeding. However, the outcome of legal proceedings and claims brought against us are subject to significant uncertainty. Therefore, if one or more of these legal
matters  were  resolved  against  us  in  the  same  reporting  period  for  amounts  in  excess  of  management’s  expectations,  our  consolidated  financial  statements  for  a
particular period could be materially adversely affected.

Item 1A. Risk Factors

There have been no other material changes in our risk factors from those disclosed in Part I, Item 1A, under the heading “Risk Factors” in our Annual Report on
Form 10-K for the year ended December 31, 2020 and those disclosed in Part II, Item 1A, under the heading "Risk Factors" in our Quarterly Report on Form 10-Q for
the quarter ended March 31, 2021 and our Quarterly Report on Form 10-Q for the quarter ended June 30, 2021.
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Item 6. Exhibits

EXHIBIT INDEX

Exhibit Number Exhibit Title
2.1 Separation and Distribution Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.

(incorporated by reference to Exhibit 2.1 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

3.1 Third Amended and Restated Certificate of Incorporation as currently in effect (incorporated by reference to Exhibit 3.1 to
the Company’s Current Report on Form 10-Q (File No. 001-38711), filed with the Securities and Exchange Commission on
November 27, 2018)

3.2 Certificate of Amendment to the Third Amended and Restated Certificate of Incorporation of SolarWinds Corporation
(incorporated by reference to Exhibit 3.1 to the Company's Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 26, 2021)

3.3 Amended and Restated Bylaws as currently in effect (incorporated by reference to Exhibit 3.2 to the Company’s Current
Report on Form 10-Q (File No. 001-38711), filed with the Securities and Exchange Commission on November 27, 2018)

10.1 Transition Services Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.
(incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

10.2 Tax Matters Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc. (incorporated
by reference to Exhibit 10.2 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the Securities and
Exchange Commission on July 20, 2021)

10.3 Employee Matters Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.
(incorporated by reference to Exhibit 10.3 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

10.4 Intellectual Property Matters Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.
(incorporated by reference to Exhibit 10.4 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

10.5 Trademark License Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.
(incorporated by reference to Exhibit 10.5 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

10.6 Software Cross-License Agreement, dated as of July 16, 2021, by and between SolarWinds Corporation and N-able, Inc.
(incorporated by reference to Exhibit 10.6 to the Company’s Current Report on Form 8-K (File No. 001-38711), filed with the
Securities and Exchange Commission on July 20, 2021)

10.7 Amendment No. 5 to First Lien Credit Agreement, dated as of July 27, 2021, by and among SolarWinds Intermediate
Holdings I, Inc., SolarWinds Holdings, Inc. and Credit Suisse AG, Cayman Islands Branch, as administrative agent, and the
lenders party thereto (incorporated by reference to Exhibit 10.1 to the Company’s Current Report on Form 8-K (File No. 001-
38711), filed with the Securities and Exchange Commission on July 30, 2021)

31.1* Certification of Chief Executive Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

31.2* Certification of Chief Financial Officer pursuant to Exchange Act Rules 13a-14(a) and 15d-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002

32.1** Certifications of Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted
pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

101* Interactive Data Files (formatted as Inline XBRL)
104* Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101) 

* Filed herewith
** The certifications attached as Exhibit 32.1 accompanying this Quarterly Report on Form 10-Q, are deemed furnished and

not filed with the Securities and Exchange Commission and are not to be incorporated by reference into any filing of the
Registrant under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, whether made
before or after the date of this Quarterly Report on Form 10-Q, irrespective of any general incorporation language contained
in such filing

43

https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT21-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001739942-18-000009.html?hash=eb680af6705ec8e1bac6fc72ba3537fff2ec0551992e56d9632b88a7d3bba8ac&dest=SWI-2018930XEXX31_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001739942-21-000118.html?hash=6e897ce86ab4795be83a7056da36df4e3fd9d17be99f15ce2edde12fc3063a53&dest=SWIEX31CERTIFICATEOFAMENDM_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001739942-18-000009.html?hash=eb680af6705ec8e1bac6fc72ba3537fff2ec0551992e56d9632b88a7d3bba8ac&dest=SWI-2018930XEXX32_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT101-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT102-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT103-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT104-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT105-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001628280-21-014064.html?hash=7f3167af446ac094b747232452ac193ebd346e4320b7795d063e27b024a4d393&dest=EXHIBIT106-SWINXABLE8XK_HTM
https://content.edgar-online.com/ExternalLink/EDGAR/0001739942-21-000121.html?hash=eb34e0d875ffac2e853be3520987621ce9921288c04e030c6257dc5d99b6ac3b&dest=SWI202107278XKEX101AMENDME_HTM


SOLARWINDS CORPORATION

SIGNATURE

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.

SOLARWINDS CORPORATION

Dated: November 9, 2021 By: /s/ J. Barton Kalsu

J. Barton Kalsu
Chief Financial Officer

(Principal Financial and Accounting Officer)
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Exhibit 31.1

CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302

OF THE SARBANES-OXLEY ACT OF 2002

I, Sudhakar Ramakrishna, certify that:

1. I have reviewed this quarterly report on Form 10-Q of SolarWinds Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 9, 2021 By: /s/ Sudhakar Ramakrishna
Sudhakar Ramakrishna
President and Chief Executive Officer 
(Principal Executive Officer)



Exhibit 31.2

CERTIFICATION PURSUANT TO RULE 13a-14(a) OR 15d-14(a) OF
THE SECURITIES EXCHANGE ACT OF 1934, AS ADOPTED PURSUANT TO SECTION 302

OF THE SARBANES-OXLEY ACT OF 2002

I, J. Barton Kalsu, certify that:

1. I have reviewed this quarterly report on Form 10-Q of SolarWinds Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

a. Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

b. Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the effectiveness
of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;

d. Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent fiscal
quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant’s
auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a. All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b. Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control over
financial reporting.

Date: November 9, 2021 By: /s/ J. Barton Kalsu
J. Barton Kalsu
Chief Financial Officer 
(Principal Financial Officer)



Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,

AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report on Form 10-Q of SolarWinds Corporation for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, Sudhakar Ramakrishna, as Principal Executive Officer of SolarWinds Corporation, hereby certify, pursuant
to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Report fully complies with the requirements of Section 13(a)
or 15(d) of the Securities Exchange Act of 1934, and the information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of SolarWinds Corporation.

 

Date: November 9, 2021 By: /s/ Sudhakar Ramakrishna
Sudhakar Ramakrishna
President and Chief Executive Officer 
(Principal Executive Officer)

The foregoing certification is being furnished pursuant to 18 U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of
1934, as amended, and it is not to be incorporated by reference into any filing of the Company, regardless of any general incorporation language in such filing.

In connection with the Quarterly Report on Form 10-Q of SolarWinds Corporation for the quarterly period ended September 30, 2021 as filed with the Securities and
Exchange Commission on the date hereof (the “Report”), I, J. Barton Kalsu, as Principal Financial Officer of SolarWinds Corporation, hereby certify, pursuant to 18
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that the Report fully complies with the requirements of Section 13(a) or
15(d) of the Securities Exchange Act of 1934, and the information contained in the Report fairly presents, in all material respects, the financial condition and results of
operations of SolarWinds Corporation.

 

Date: November 9, 2021 By: /s/ J. Barton Kalsu
J. Barton Kalsu
Chief Financial Officer 
(Principal Financial Officer)

The foregoing certification is being furnished pursuant to 18 U.S.C. Section 1350. It is not being filed for purposes of Section 18 of the Securities Exchange Act of
1934, as amended, and it is not to be incorporated by reference into any filing of the Company, regardless of any general incorporation language in such filing.


