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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements (Unaudited)
COMMERCEHUB, INC.
Condensed Consolidated Balance Sheets
(In thousands, except share data)
(Unaudited)
March 31, 2018

December 31, 2017

Assets
Current assets:
Cash and cash equivalents

$

Accounts receivable, net of allowances of $1,062 and $1,084, respectively

33,438

$

12,954

Prepaid expenses and other current assets

19,841
21,310

1,673

1,652

Total current assets

48,065

42,803

Capitalized software, net

2,273

2,850

Deferred services costs

3,810

4,853

Deferred commissions costs

1,853

—

Property and equipment, net

6,575

6,066

Goodwill

21,410

21,410

Deferred income taxes

5,687

5,798

Other long-term assets

1,166

Total assets

1,339

$

90,839

$

85,119

$

7,634

$

3,360

Liabilities and Equity
Current liabilities:
Accounts payable and accrued expenses
Accrued payroll and related expenses

5,610

Income taxes payable

2,087

962

Deferred revenue

5,021

5,339

Total current liabilities

9,429

20,352

19,090

Deferred revenue, long-term

9,281

8,272

Other long-term liabilities

2,405

3,210

Total liabilities

32,038

30,572

—

—

136

136

7

7

Equity:
Preferred stock, $0.01 par value. Authorized shares of 50,000,000; 0 shares issued and outstanding at March 31, 2018 and
December 31, 2017, respectively
Series A common stock, $0.01 par value. Authorized shares 40,000,000; 13,614,132 and 13,599,641 shares issued and
outstanding at March 31, 2018 and December 31, 2017, respectively
Series B common stock, $0.01 par value. Authorized shares 1,500,000; 707,567 shares issued and outstanding at March 31,
2018 and December 31, 2017, respectively
Series C common stock, $0.01 par value. Authorized shares 83,000,000; 29,350,264 and 29,171,981 shares issued and
outstanding at March 31, 2018 and December 31, 2017, respectively
Additional paid-in capital
Accumulated other comprehensive income (loss)

294

292

35,229

31,010

1

Retained earnings

(1)

23,134

Total equity

23,103

58,801
$

Total liabilities and equity

See accompanying notes to these condensed consolidated financial statements
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90,839

54,547
$

85,119
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COMMERCEHUB, INC.
Condensed Consolidated Statements of Comprehensive Income
(In thousands, except per share data)
(Unaudited)
Three Months Ended
March 31,
2018
Revenue

$

Cost of revenue

2017
26,263

$

24,568

5,044

5,516

21,219

19,052

Research and development

6,452

5,915

Sales and marketing

2,336

1,931

Gross profit
Operating expenses:

General and administrative
Total operating expenses
Income from operations

11,249

6,939

20,037

14,785

1,182

4,267

Other (expense) income:
Interest expense

(132)

Interest income

25

—

(107)

(227)

Total other (expense) income
Income before income taxes
Income tax expense
Net income

(227)

1,075

4,040

886

1,581

189

2,459

$

191

$

2,459

Basic

$

—

$

0.06

Diluted

$

—

$

0.06

Total comprehensive income
Earnings per share:

Shares used in computing earnings per share:
Basic

43,540

42,977

Diluted

45,762

44,670

See accompanying notes to these condensed consolidated financial statements
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COMMERCEHUB, INC.
Condensed Consolidated Statements of Cash Flows
(In thousands)
(Unaudited)
Three Months Ended
March 31,
2018

2017

Cash flows from operating activities:
Net income

$

189

$

2,459

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization

1,513

Amortization of debt issuance costs
Share-based compensation
Deferred income taxes
Bad debt expense

2,094

55

56

2,019

2,360

163

(642)

42

404

8,313

5,175

Change in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other assets

96

Income taxes, net

(243)

1,124

3,676

Deferred costs

(187)

181

Deferred revenue

(142)

334

Accounts payable and accrued expenses

3,051

Accrued payroll and related expenses
Net cash provided by operating activities

337

(4,549)

(2,620)

11,687

13,571

Cash flows from investing activities:
Purchases of property and equipment

(71)

Additions to capitalized software
Net cash used in investing activities

(692)

(222)

(631)

(293)

(1,323)

—

(16,000)

Cash flows from financing activities:
Payments on revolver
Cash received from exercise of stock options

1,514

1,324

878

—

Cash received from deferred stock units

25

—

Cash paid for taxes on RSU issuances

(214)

Cash received from employee stock purchase plan

Net cash provided by (used in) financing activities

—

2,203

Currency effect on cash and cash equivalents

(14,676)

—

Net increase (decrease) in cash and cash equivalents

1

13,597

Cash and cash equivalents, beginning of period

(2,427)

19,841

Cash and cash equivalents, end of period

6,471

$

33,438

$

4,044

$

1,511

$

360

Supplemental disclosure of non-cash investing and financing activities:
Contractual obligations for acquisition of fixed assets

See accompanying notes to these condensed consolidated financial statements
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COMMERCEHUB, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)

Note 1 - Description of Business
CommerceHub, Inc. ("CommerceHub," the "Company," "us," "we" and "our") was founded in 1997 (then known as Commerce Technologies, Inc.
("CTI")) and is headquartered in Albany, New York, with additional locations in Seattle, Washington and Hertford, England. We are a leading provider of
cloud-based ecommerce fulfillment and marketing solutions for large retailers, marketplaces, consumer brands and their suppliers. Our solutions help our
customers implement strategies to increase their ecommerce revenues and create meaningful operational efficiencies within their supply chains. Our
customers use our cloud-based software and service capabilities, which are tailored for specific customer business rules and processes, to more effectively
fulfill consumer orders, generate consumer demand for their products and deliver those products to consumers.
During November 2015, the board of directors of Liberty Interactive Corporation (subsequently renamed Qurate Retail, Inc.), our former parent
company ("Liberty," "Qurate" or "Parent"), authorized a plan to distribute to the holders of Liberty's then-outstanding Series A and Series B Liberty Ventures
common stock, shares of CommerceHub (the "Spin-Off"). At the time, CommerceHub was a newly formed Delaware corporation that, pursuant to an internal
restructuring, effective July 21, 2016, became the parent of Commerce Technologies, LLC, a Delaware limited liability company that, as a result of the
restructuring, is the successor to CTI, the entity through which CommerceHub transacted prior to the Spin-Off. The Spin-Off was completed on July 22, 2016
and was effected as a pro rata dividend of shares of CommerceHub to the former holders of Series A and Series B Liberty Ventures common stock. The Internal
Revenue Service (the "IRS") has completed its review of the Spin-Off and has notified Liberty that it agreed with the nontaxable characterization of the SpinOff.
Following the Spin-Off, CommerceHub operates as a stand-alone publicly traded company, and neither Qurate nor CommerceHub has any stock
ownership, beneficial or otherwise, in the other.
Recent Events
On March 5, 2018, CommerceHub entered into an Agreement and Plan of Merger (the "Merger Agreement") with Great Dane Parent, LLC, a Delaware
limited liability company (“Parent”), and Great Dane Merger Sub, Inc., a Delaware corporation and a direct, wholly owned subsidiary of Parent (“Merger
Sub”), pursuant to which Merger Sub will merge (the "Merger") with and into CommerceHub, with CommerceHub continuing as the surviving corporation
and a wholly owned subsidiary of Parent. Parent and Merger Sub were formed by affiliates of GTCR LLC ("GTCR") and affiliates of Sycamore Partners
Management, L.P. ("Sycamore") to facilitate the participation of investment funds advised by GTCR and Sycamore in the transaction. As a result of the
Merger, each share of CommerceHub's Series A common stock, Series B common stock and Series C common stock issued and outstanding immediately prior
to the effective time of the Merger (other than shares owned by Parent, Merger Sub or CommerceHub, and any shares of common stock held by any
stockholder who is entitled to demand and properly demands appraisal of such shares in accordance with Section 262 of the General Corporation Law of the
State of Delaware and who does not fail to perfect or otherwise effectively withdraw their demand or otherwise lose the right to appraisal), will be converted
into the right to receive $22.75 in cash, without interest and less applicable withholding taxes. The closing of the Merger is expected to occur in the second
quarter of fiscal year 2018, but we cannot predict the exact timing of the completion of the Merger or whether the Merger will be completed. The closing of
the Merger remains subject to, among other things, the approval of the holders of a majority of the outstanding voting power of our Series A and Series B
common stock, and the satisfaction or waiver of other customary closing conditions. If the Merger is consummated, our Series A and Series C common stock
will cease to be traded on the Nasdaq, our Series B common stock will cease to be traded on the OTC Market, and we will no longer be a publicly traded
company.
For the three months ended March 31, 2018, we incurred approximately $4.3 million in transaction costs in connection with the Merger, which are
included in general and administrative expenses on the condensed consolidated statements of comprehensive income and $1.8 million of these costs were
included in accounts payable and accrued expenses at March 31, 2018.
Note 2 - Basis of Presentation
The accompanying unaudited condensed consolidated financial statements include the accounts of CommerceHub and its subsidiaries. All
intercompany accounts and transactions have been eliminated in the condensed consolidated financial statements, which have been prepared in conformity
with U.S. generally accepted accounting principles ("GAAP") for interim financial information. Accordingly, these condensed consolidated financial
statements do not include all of the information and notes required by GAAP. We have included all normal recurring adjustments we consider to be necessary
to give a fair presentation of our financial position, results of comprehensive income and cash flows, and changes in equity for the interim
4
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COMMERCEHUB, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
periods shown. Operating results for these interim periods are not necessarily indicative of the results to be expected for the full year. Information presented in
the December 31, 2017 consolidated balance sheet was derived from our audited consolidated financial statements at that date. These condensed
consolidated financial statements should be read in conjunction with the audited consolidated financial statements contained within our Annual Report on
Form 10-K for the fiscal year ended December 31, 2017, which was filed with the Securities and Exchange Commission (the "SEC") on March 1, 2018 (the
"2017 Annual Report").
Use of Estimates
Preparing these condensed consolidated financial statements in conformity with GAAP requires management to make estimates and assumptions
that affect the reported amounts of assets and liabilities at the date of the condensed consolidated financial statements and the reported amounts of revenues
and expenses during the reporting periods. Actual results could differ from those estimates and assumptions.
Segment and Geographic Information
Operating segments are components of our business for which discrete financial information is available and evaluated by the chief operating
decision maker ("CODM") for purposes of allocating resources and evaluating financial performance. Our Chief Executive Officer, who is our CODM, reviews
the Company's consolidated financial information results to allocate resources and evaluate performance. As such, the Company operates as a single segment.
Revenue by type
The following table presents our revenues disaggregated by revenue type (in thousands):
Three Months Ended March 31,
2018

2017 (1)

Revenue:
Core Drop-Ship Revenue
Order fee revenue

$

13,443

$

12,038

Subscription and other platform revenue

9,064

Set-up and professional services revenue

1,789

1,725

24,296

22,214

Total core drop-ship revenue
Demand channel revenue

8,451

1,967
$

Total revenue

26,263

2,354
$

24,568

(1) We adopted Topic 606 (as defined in Note 3) as of January 1, 2018. Revenue for the three months ended March 31, 2017 is not adjusted and will continue to be reported in
accordance with our historic accounting under Topic 605 (as defined in Note 4).

We generate nearly all of our revenue in the United States and Canada. For the three months ended March 31, 2018 and 2017, we generated
approximately 96% of our Total Program Revenue (as defined in Note 7) from customers located in the United States. Substantially all of our assets are
located within the United States.
Note 3 - Significant Accounting Policies
During the three months ended March 31, 2018, other than policies implemented in connection with the adoption of Accounting Standards Update
("ASU") No. 2014-09, Revenue from Contracts with Customers ("Topic 606") as further described in Note 4 and Note 5 below, there were no material changes
in our significant accounting policies. Please see Note 3 to our consolidated financial statements included in our 2017 Annual Report for additional
information regarding our significant accounting policies.
Note 4 - Recent Accounting Pronouncements
Revenue from Contracts with Customers
In May 2014, the FASB issued Topic 606, which supersedes the revenue recognition standards in Accounting Standards Codification ("ASC") 605,
Revenue Recognition ("Topic 605"). Topic 606 requires entities to recognize revenue when control of the promised goods or services is transferred to
customers in an amount that reflects the consideration to which the entity expects to be entitled in exchange for those goods or services.
5
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COMMERCEHUB, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Impact of Adopting Topic 606
On January 1, 2018, we adopted Topic 606 using the modified retrospective method applied to those contracts which were not completed as of
January 1, 2018. Results for reporting periods beginning after January 1, 2018 are presented in accordance with Topic 606, while prior period amounts are
not adjusted and continue to be reported in accordance with our historic accounting under Topic 605.
Deferred Revenue and Deferred Services Costs
Our contracts include a set-up fee that is charged to the customer upon entering the contract. Under Topic 605, the set-up fee was recognized as a
separate deliverable and deferred over the initial term of the contract plus probable renewal periods (the "expected customer life"). Under Topic 606, the
initial setup is not determined to be a separate performance obligation, and therefore fees received and costs incurred are capitalized and deferred over the
period of expected benefit, which may either be the initial contract term or the expected customer life, depending on whether the set-up fee represents a
material right (as further described in Note 5).
Professional Services
Under Topic 605, fees collected for professional services, and the related costs of fulfilling these services, were deferred over the remaining expected
customer life. Under Topic 606, these services are considered distinct performance obligations, and thus the revenue, and related costs of fulfilling these
services, are recognized as these services are performed.
Cost to Obtain a Customer Contract
Historically, commissions associated with obtaining new revenue contracts were expensed as incurred. In connection with the adoption of Topic
606, we adopted ASC No. 340-40, which requires incremental costs of obtaining customer contracts to be capitalized and recognized over the period of
expected benefit.
Cumulative Impact on the Condensed Consolidated Balance Sheet
The following changes summarize the impact of adopting Topic 606, which was reflected as a cumulative adjustment to opening retained earnings
as of January 1, 2018:
•

a $1.9 million increase in deferred commissions costs that are directly attributable to obtaining a revenue contract and are now capitalized under
Topic 606;

•

a $1.2 million net reduction in deferred service costs as a result of changes in the periods in which such deferred service costs are recognized;

•

a $0.8 million net increase in deferred revenue as a result of changes in the periods in which such deferred revenue is recognized; and

•

a $0.1 million increase in deferred income taxes as a result of the cumulative effects of the foregoing.

Impact on the Condensed Consolidated Financial Statements
Condensed Consolidated Statement of Comprehensive Income
For the three months ended March 31, 2018, the adoption of Topic 606, as compared to what we would have reported under Topic 605, did not have
a material impact on any component of our statement of comprehensive income. The net impact of the adoption of Topic 606 was a $0.1 million increase in
pre-tax income and net income, with no change to basic or diluted earnings per share.
Condensed Consolidated Balance Sheet
The following summarizes the changes to our condensed consolidated balance sheet as of March 31, 2018 as a result of the adoption of Topic 606,
as compared to what we would have reported under Topic 605:
•

a $1.9 million increase in deferred commissions costs;

•

a $1.3 million net reduction in deferred service costs;

•

a $0.8 million net increase in deferred revenue; and

•

a $0.1 million increase in deferred income taxes.

For the three months ended March 31, 2018, we realized changes in the working capital accounts as described above, with no impact on our cash
flows from operating activities.
6
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COMMERCEHUB, INC.
Notes to Condensed Consolidated Financial Statements
(Unaudited)
Other Recent Accounting Pronouncements
In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) ("ASU No. 2016-02"). This topic provides that a lessee should recognize
the assets and liabilities that arise from leases. ASU No. 2016-02 requires an entity to separate the lease components from the nonlease components in a
contract. ASU No. 2016-02 is intended to improve financial reporting about lease transactions and is effective for fiscal years beginning after December 15,
2018. We are evaluating the impact this update will have on our financial statements.
Note 5 - Revenue from Contracts with Customers
We recognize revenue when, or as, we satisfy a performance obligation to a customer by transferring a promised service. Most of our contracts are for
a stand-ready obligation to provide access to our platform during the contract term, whereby each monthly stand-ready obligation represents a series of
distinct services that are substantially the same, as each promised service is delivered concurrently with all other services over the term of the contract with
the same pattern of transfer to the customer. As such, the delivery of these services generally represents a single performance obligation. Customers do not
have the contractual right to take possession of our solutions.
We allocate the entire transaction price to the single performance obligation, with the transaction price typically consisting of a set-up fee for the
initial implementation of a customer on our platform, subscription fees for access to our platform, fees charged to customers based on the level of a customer's
utilization of our solutions and other platform fees attributable to inventory management and third-party communication capabilities, and a variable monthly
fee that is based on the volume of customer orders processed.
We recognize revenue over time, because the customer simultaneously receives and consumes the benefits from delivery of our services. We use
output methods, the volume of orders processed and the passage of time, to measure our progress towards satisfying our performance obligation. Order fees
and other platform revenue represent variable consideration that meets the allocation exception for variable consideration as they are specific to the month
that the usage occurs. Subscription revenue is also recognized monthly, as each month represents the proportion of our committed stand-ready obligation that
has been fulfilled to date. Our set-up fees are evaluated to determine whether they represent a material right in relation to the total contract transaction price.
If the set-up fee does not represent a material right to the customer contract, it is deferred and recognized over the initial contract term, which typically ranges
from 2 to 5 years. If the set-up fee represents a material right, it is considered a separate performance obligation and is deferred and recognized over the
expected customer life. We make judgments to determine whether a set-up fee represents a material right to the customer contract. For certain contracts, we
take a portfolio approach to assess whether the set-up fee represents a material right.
In determining the expected customer life, we consider our historical experience with customer contract renewals, the type of customer, the size of
the customer and the period over which the customer is expected to benefit from the applicable offerings, in addition to the expected life of our internally
developed software. As of March 31, 2018, our expected customer life ranged from 1 to 10 years, reflecting a shorter life for smaller customers and a longer
life for our largest retailer customers.
Certain of our contracts contain elements of variable consideration, for example usage fees based on annual order volumes. The variable
consideration for these contracts is allocated to each distinct month in the series within the contract as the monthly services are delivered to the customer. We
constrain the estimates of variable consideration such that it is probable that a significant reversal of previously recognized revenue will not occur
throughout the life of the contract. In making these assessments, we consider the likelihood and magnitude of a potential reversal of revenue. Due to the
uncertainty relating to future order volume, these amounts may be constrained to the lowest per usage fee expected over a contract term.
We also offer professional services for certain customer-requested enhancements and other customer requests. Generally, these professional services
are governed by separate contract addenda that have terms of less than a year and the fees are hourly or fixed. These services are considered separate
performance obligations, as the customer can benefit from them in conjunction with their access to our platform and the professional services are distinct
within the context of the contract. We recognize professional services revenue as the applicable services are performed.
Reimbursements of out-of-pocket expenses are recorded as revenue and cost of revenue in the condensed consolidated statements of comprehensive
income.
Costs to Obtain and Fulfill a Contract
We defer certain commissions that are directly associated with obtaining customer contracts. These costs of obtaining a contract are included in
deferred commissions costs on the condensed consolidated balance sheets. We make judgments in determining the commissions that are truly incremental to
obtaining a new customer contract; these typically include
7
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Notes to Condensed Consolidated Financial Statements
(Unaudited)
commissions incurred upfront upon signing a new customer contract. Commissions that are attributable to the ongoing performance of the contract are
expensed as incurred. Deferred commissions costs are amortized on a straight-line basis over the expected customer life. For the three months ended
March 31, 2018, we recognized $0.1 million in deferred commissions costs, which is included in sales and marketing expense within the condensed
consolidated statements of comprehensive income. We periodically review these deferred commissions costs for impairment to the extent events or
circumstances indicate these costs may be impaired. For the three months ended March 31, 2018, there were no impairments of deferred commissions costs.
We defer direct payroll, payroll-related costs and third-party consulting costs incurred for the set-up and integration of new customers on our
platform. These costs of fulfilling a contract are included in deferred services costs on the condensed consolidated balance sheets. We recognize deferred
services costs over the same period as the related revenue, which is either the initial contract term or expected customer life, depending on whether we
determine the set-up fee represents a material right. For the three months ended March 31, 2018, we recognized $0.5 million of deferred services costs, which
is included in cost of revenue within the condensed consolidated statements of comprehensive income. We periodically review these deferred services costs
for impairment to the extent events or circumstances indicate these costs may be impaired. For the three months ended March 31, 2018, impairments of
deferred services costs were not material.
Contract Balances
Contract assets are comprised of professional services performed but not billed as of the reporting date, which are not material to any period.
Contract liabilities are comprised of set-up fees that are billed up-front but deferred and recognized over the contract term or expected customer life, and are
reported within deferred revenue on the condensed consolidated balance sheets.
The following table sets forth changes in contract liabilities for the three months ended March 31, 2018 (in thousands):
Balance at January 1, 2018

$

14,407

Increased due to cash received for set-up fees

1,680

Decrease due to recognition of set-up fees over the period of expected benefit

(1,785)
$

Balance at March 31, 2018

14,302

Revenue recognized during the three months ended March 31, 2018 from performance obligations satisfied or partially satisfied in previous periods
was not material. Contract modifications entered into during the three months ended March 31, 2018 did not have a material impact on our contract assets or
deferred revenues.
Transaction Price Allocated to Future Performance Obligations
The aggregate transaction price allocated to unsatisfied performance obligations primarily includes deferred revenue from set-up fees discussed
above as well as fixed subscription and other platform fees for the remainder of their respective customer contracts, but excludes order fee revenue and certain
other platform revenue, which are variable based on the volume of usage and activity on our platform.
Use of Practical Expedients
We have applied the following practical expedients permitted under Topic 606:
•

For contracts that were modified before the effective date of Topic 606, we reflected the aggregate effect of all modifications when identifying
performance obligations and allocating transaction price in accordance with practical expedient ASC 606-10-65-1-(f)-4.

•

In certain instances, we accounted for contracts using a portfolio approach, a practical expedient permissible under the standard. The determination
of when the use of the portfolio approach is appropriate requires management judgment based on consideration of all of the facts and circumstances.
We used a portfolio approach when we determined that the effect of accounting for a group of contracts or group of performance obligations would
not differ materially from considering each contract or performance obligation separately. This determination requires that we use estimates and
assumptions that reflect the size and composition of the portfolio.

Note 6 - Earnings Per Share
For the three months ended March 31, 2018 and 2017, basic earnings per common share is computed by dividing net income by the weighted
average number of common shares outstanding during that period.
8
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Diluted earnings per share gives effect to all dilutive potential shares attributable to outstanding share-based awards during the applicable period.
The shares used in the calculation of diluted earnings per share exclude options to purchase shares where the exercise price was greater than the average
market price of such share for the period, awards where the effect of their inclusion would have an anti-dilutive effect, and awards with performance-based
conditions where the performance criteria had not been met as of the reporting date.
The following table sets forth net income and the basic and diluted shares used to calculate earnings per share (in thousands):
Three Months Ended
March 31,
2018

2017

$

Net income
Basic - weighted average shares outstanding

189

$

43,540

Weighted average effect of dilutive potential securities
Diluted - weighted average shares outstanding

2,459
42,977

2,222

1,693

45,762

44,670

247

4,585

Anti-dilutive securities

Note 7 - Concentrations of Significant Customers and Credit Risk
No single customer accounted for more than 10% of our total revenue in any of the three months ended March 31, 2018 or 2017. However, our
revenue model is primarily based on retailer and supplier program relationships whereby many revenue-generating supplier transactions conducted through
our platform may be attributable to a single retailer ("Total Program Revenue"). For the three months ended March 31, 2018, there were seven customers with
Total Program Revenue that accounted for more than 5% each of total revenue, two of which had Total Program Revenue that accounted for between 10%
and 15% of our total revenue.
No single customer represented more than 10% of accounts receivable at March 31, 2018.
Note 8 - Capitalized Software
Capitalized software, net consisted of the following (in thousands):
March 31,
2018
Capitalized software costs

$

Less accumulated amortization

31,458

December 31,
2017
$

(29,185)
$

Capitalized software costs, net

2,273

31,650
(28,800)

$

2,850

Amortization expense related to capitalized software is included in cost of revenue and was approximately $0.8 million and $1.3 million for the
three months ended March 31, 2018 and 2017, respectively.
Future amortization expense of existing capitalized software as of March 31, 2018 is expected to be as follows for the years ending December 31, (in
thousands):
Remainder of 2018

$

1,560

2019

549

2020

158

2021

6
$

2,273

Note 9 - Share-Based Awards
We grant equity incentive awards to certain of our employees (including our executive officers), directors and consultants. Following the Spin-Off,
the awards we have granted have primarily been stock options and restricted stock units
9
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("RSUs") relating to shares of our Series C common stock under the CommerceHub, Inc. 2016 Omnibus Incentive Plan (as amended, amended and restated or
otherwise modified from time to time, the “Omnibus Plan”). Most of these awards contain service-based vesting conditions (typically annual vesting over
four years), and some of these awards contain both service- and milestone-based vesting conditions. We also grant deferred stock units ("DSUs") in respect of
our Series C common stock to our non-employee directors under the Omnibus Plan and the CommerceHub, Inc. Non-Employee Director Deferred
Compensation Plan (the "Deferred Compensation Plan").
We estimate the fair value of the stock options granted using the Black-Scholes pricing model. In valuing share-based awards, significant judgment
is required in determining the fair value of our share price, the expected volatility of common stock, and the expected term individuals will hold their sharebased awards prior to exercise.
Included in the condensed consolidated statements of comprehensive income are the following amounts of share-based compensation, net of
estimated forfeitures, for the three months ended March 31 (amounts in thousands):
2018
Cost of revenue

$

2017
104

$

110

Research and development

237

Sales and marketing

283

135

1,395

1,544

General and administrative
$

2,019

571

$

2,360

CommerceHub Share-Based Award Plans
In connection with the Spin-Off, all of the outstanding CTI stock appreciation rights and stock options were converted into new option awards to
purchase shares of our Series C common stock, which were issued under the CommerceHub, Inc. Legacy Stock Appreciation Rights Plan and the
CommerceHub, Inc. Legacy Stock Option Plan (together, the "Legacy Plans"), respectively. The Legacy Plans govern the terms and conditions of these
converted option awards but are not used to make any further grants.
In connection with the Spin-Off, we also adopted the Omnibus Plan, which is the incentive plan we use for all new equity grants following the SpinOff. On January 1, 2018, the number of shares available for issuance under the Omnibus Plan was increased by 2,173,960 shares, or 5% of the outstanding
shares of our common stock on December 31, 2017, to 17,520,024 shares.
In connection with the Spin-Off, we also adopted the CommerceHub, Inc. 2016 Employee Stock Purchase Plan (as amended, amended and restated or
otherwise modified from time to time, the “ESPP”), which provided employees with the opportunity to invest a portion of their annual eligible compensation
to purchase shares of our Series C common stock at a purchase price equal to 85% of the lower of (a) the fair market value of our Series C common stock at the
beginning of the applicable six-month offering period, and (b) the fair market value of our Series C common stock at the end of the applicable six-month
offering period. On January 1, 2018, the number of shares available for issuance under the ESPP increased by 434,792, or 1% of the outstanding shares of our
common stock on December 31, 2017, to 1,764,004 shares. During the three months ended March 31, 2018, employees purchased 54,443 shares of Series C
common stock under the ESPP and total cash received from ESPP purchases was $878 thousand, which includes an additional purchase of $467 thousand on
March 26, 2018 when, pursuant to the Merger Agreement, the ESPP was terminated.
In connection with the Spin-Off, holders of option awards, RSUs and restricted stock awards ("RSAs") relating to Qurate's then-outstanding Liberty
Ventures common stock received CommerceHub options, RSUs and RSAs, respectively, pursuant to the CommerceHub, Inc. Transitional Stock Adjustment
Plan (the “Transitional Plan”). The Transitional Plan, which is administered for the benefit of Qurate employees and consultants, governs the terms and
conditions of these new awards but is not used to make any further grants.
10
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The following table summarizes the share-based award activity of options to purchase shares of our common stock for the three months ended
March 31, 2018:
CommerceHub Employee Plans

Qurate Employee Plans

Omnibus Plan

Legacy Plans

Series C

Series C

Outstanding at January 1, 2018

Transitional Plan
Series C

Series A

325,092

4,920,221

866,265

Granted

—

—

—

Exercised

—

Forfeited

(6,181)
$

16.00

Weighted average remaining contractual life (in years)
Aggregate intrinsic value (in thousands)

$

2,069

$

15.64

Weighted average remaining contractual life (in years)
Aggregate intrinsic value (in thousands)

$
$

513

—

—
251,319

$

9.52

46,825
9.86

$

10,984

32,703

7.96

$

3,636

2.8

454,148
$

7.41

5.7
$

$

3.2

2,590,252
$

8.4
$

12.79

(14,836)

846,606

6.9

74,972

Exercisable at March 31, 2018
Weighted average exercise price

4,828,906

8.8

—

(19,659)

(5,454)

318,911

Outstanding at March 31, 2018
Weighted average exercise price

(85,861)

266,155

195,255
$

6.61

$

3,083

2.4
$

6,850

2.1

As of March 31, 2018, unrecognized compensation cost attributable to options to purchase shares of our Series C common stock under the Omnibus
Plan and the Legacy Plans was approximately $1.3 million and $8.9 million, respectively, and is expected to be recognized over a weighted average
remaining vesting periods of approximately 2.9 years and 2.4 years, respectively. There is no unrecognized compensation cost related to options under the
Transitional Plan because they are held by employees of Qurate, and any related compensation expense is incurred by Qurate.
RSU Activity Under the Omnibus Plan (Series C)
The following table summarizes the share-based award activity for RSUs relating to our Series C common stock granted under the Omnibus Plan for
the three months ended March 31, 2018:
Number of
awards

Weighted average
grant-date fair value

Outstanding at January 1, 2018

543,495

$

16.15

Granted

328,418

$

22.52

Vested

(28,450)

$

16.30

Forfeited

(30,941)

$

16.83

Outstanding at March 31, 2018

812,522

$

18.82

(1) Includes 42,058 DSUs relating to our Series C common stock issued to our non-employee directors. These DSUs are vested, but the underlying shares of Series C common
stock will not be issued until they are delivered pursuant to the Deferred Compensation Plan.

As of March 31, 2018, unrecognized compensation cost attributable to RSUs relating to shares of our Series C common stock was approximately
$8.3 million and is expected to be recognized over a weighted average remaining vesting period of approximately 3.4 years.
RSU and RSA Activity Under the Transitional Plan (Series A and Series C)
Share-based award activity for RSUs and RSAs relating to our Series A and Series C common stock issued under the Transitional Plan for the three
months ended March 31, 2018 was not material. There is no unrecognized compensation cost related to these awards because they are held by employees of
Qurate and any related compensation expense is incurred by Qurate.
Options and RSA Activity Under the Transitional Plan (Series B)
There was no share-based award activity for options to purchase or RSAs relating to our Series B common stock issued under the Transitional Plan
for the three months ended March 31, 2018. There is no unrecognized compensation cost
11
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related to these awards because they are held by an employee of Qurate, and any related compensation expense is incurred by Qurate.
Note 10 - Income Taxes
Our income tax expense or benefit for interim periods is determined using an estimate of our annual effective tax rate, adjusted for discrete items. On
December 22, 2017, the U.S. Tax Cuts and Jobs Act (the "Tax Act") was enacted, introducing significant changes to U.S. tax law. Effective in 2018, the Tax
Act reduces our Federal income tax rate from 35% to 21%, among other changes.
For the three months ended March 31, 2018, our effective tax rate of 82% was higher than the 21% Federal income tax rate, primarily due to $2.9
million of non-deductible transaction-related costs incurred in connection with the Merger (as further discussed in Note 1). In addition, our 2018 effective tax
rate was higher due to state and local income taxes, net of Federal income tax benefits, offset by excess deductions on share-based award issuances.
For the three months ended March 31, 2017, our effective tax rate of 39% was higher than the 35% Federal income tax rate, primarily due to state
and local income tax, net of Federal income tax benefits, offset by the Federal research credit.
There were no uncertain tax positions as of March 31, 2018 or December 31, 2017.
Note 11 - Long-Term Debt
On June 28, 2016, we entered into a credit agreement governing a $125.0 million revolving credit facility, which expires on June 28, 2021. At
March 31, 2018, we had no borrowings and no letters of credit outstanding under the facility, and our available borrowings under the facility were $125.0
million. The fair value of our debt under the credit facility, which holds a floating interest rate of a short duration and is based on Level 2 valuation inputs,
approximates the carrying value when a balance is outstanding.
Interest on the revolving credit facility is based on a base rate or Eurodollar rate plus an applicable margin that increases as our total leverage ratio
increases, with the base rate margin ranging from 0.75% to 1.25% and the Eurodollar rate margin ranging from 1.75% to 2.25%. The revolving credit facility
also carries a commitment fee on the unused portion that increases as our total leverage ratio increases, ranging from 0.25% to 0.50% per annum. In
conjunction with entering into this credit facility, we incurred charges totaling $1.1 million. These charges are included in other long-term assets on the
condensed consolidated balance sheets and are recognized over the term of the credit facility.
Borrowings under the credit facility are collateralized by substantially all of our assets. The credit agreement contains covenants and restrictions
which, among other things, require the maintenance of certain financial ratios, including a total leverage ratio and an interest coverage ratio, and restrict
dividend payments and the incurrence of certain indebtedness and other activities, including acquisitions and dispositions. We were in compliance with
these covenants and restrictions as of March 31, 2018.
Note 12 - Commitments and Contingencies
Legal Proceedings
On April 27, 2018, a putative class action complaint was filed by a purported stockholder of CommerceHub in the United States District Court for
the Northern District of New York: Gordon v. CommerceHub, Inc., et al., Case No. 1:18-cv-00512-FJS-DJS. The complaint names as defendants
CommerceHub and members of the CommerceHub board of directors. The complaint asserts claims under Sections 14(a) and 20(a) of the Securities Exchange
Act of 1934 and rules and regulations promulgated thereunder, and alleges that CommerceHub and the members of the CommerceHub board of directors
caused a proxy statement that allegedly omitted material information to be filed in connection with the Merger, which allegedly rendered the proxy
statement false and misleading. Among other relief, the complaint seeks a declaration certifying a class, an injunction to prevent CommerceHub from holding
its May 18, 2018 special meeting of stockholders to vote on the Merger Agreement and from consummating the Merger unless and until CommerceHub
discloses the material information allegedly omitted from the proxy statement, unspecified damages, and unspecified costs, expenses and attorneys’ fees.
CommerceHub denies any liability and believes that it has substantial defenses and that this lawsuit is without merit. However, in order to eliminate the
burden, expense and uncertainties resulting from the pending litigation and without admitting any wrongdoing or that these supplemental disclosures are
material or required to be made, on May 7, 2018, CommerceHub agreed to supplement the disclosures in the proxy statement with additional information
concerning certain non-disclosure agreements entered into by various bidders, the prior relationships between CommerceHub’s financial advisor with respect
to the Merger, Evercore Group L.L.C., and GTCR, and CommerceHub’s financial forecasts. Consequently, plaintiff requested to withdraw the motion for
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preliminary injunction stating that the supplemental disclosures mooted the claims raised in the complaint. The district court granted the request to withdraw
and cancelled a previously scheduled hearing on the motion.
From time to time, we may become involved in other lawsuits and legal proceedings which arise in the ordinary course of business. We are currently
not aware of any such legal proceedings or claims that we believe will have, individually or in the aggregate, a material adverse effect on our business,
prospects, financial condition, results of operations and/or cash flows.
Leases
The Company leases its corporate offices and primary operations facility under an operating lease arrangement that expires in March 2022, with
renewal provisions that allow the Company to extend the lease through March 2028. We also lease office facilities in Seattle, Washington and shared office
and executive office facilities in Hertford, England.
Total rent expense for our office space for the three months ended March 31, 2018 and 2017 was $0.4 million and $0.5 million, respectively. Future
minimum lease payments due under operating lease arrangements contain rent increases over the term of the lease. Rent expense on these operating leases is
recognized over the term of the lease on a straight-line basis. The excess of rent expense over future minimum lease payments due totaled $2.4 million and
$2.5 million at March 31, 2018 and December 31, 2017, respectively, and is included in other long-term liabilities on the condensed consolidated balance
sheets.
At March 31, 2018, contractual minimum payments under operating leases were as follows (in thousands):
Remainder of 2018
2019

$

2020
2021

1,991
2,201
2,183
2,139

2022

362
$

Total minimum lease payments (1)

8,876

(1) Total minimum payments under our operating leases exclude $2.3 million in rental income from sub-tenants, consisting of approximately $0.5 million for the remainder of 2018,
and approximately $0.6 million due in each of the respective years ending December 31, 2019 through 2021.

Note 13 - Restructuring
In September 2017, we commenced a plan to consolidate our software development team and certain other corporate activities into our Albany, NY
headquarters to more effectively support the ongoing growth of our business by streamlining and centralizing operations (the "restructuring plan"). The
restructuring plan included the immediate reduction of certain positions in our Seattle, WA office, the retention of certain Seattle-based engineers for a
transition period, the gradual replacement of many of those positions in Albany, and the long-term presence of a Seattle-based account services team
dedicated to brands and marketplace customers.
During the three months ended March 31, 2018, we incurred restructuring charges within the condensed consolidated statements of comprehensive
income, including termination and retention benefits as well as payroll and related costs for redundant positions as we transition our software development
team and certain other corporate activities into our Albany, NY headquarters, as follows (amounts in thousands):
Cost of revenue
Research and development

$

Sales and marketing
General and administrative

149
1,175
—
18

$

Total

1,342

As of March 31, 2018, we estimate the remaining expenses associated with the restructuring plan to be approximately $2.8 million, which we expect
to recognize throughout the remainder of 2018. This estimate includes future expenses expected to be incurred from termination and retention benefits
accrued over the retention period, as well as payroll and related costs for redundant positions as we transition our software development team and certain
other corporate activities into our Albany, NY
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headquarters. This estimate does not take into account actual and expected cost savings from reduced headcount associated with the restructuring plan.
The table below sets forth our restructuring liability during the three months ended March 31, 2018 (in thousands):
Total Restructuring
Liability
Balance at January 1, 2018
Restructuring charges

$

Cash payouts

1,276
1,342
(1,478)

$

Balance at March 31, 2018

1,140

Our total restructuring liability of $1.1 million consists of accruals for termination and retention benefits, which we expect will be paid within the
next 12 months, and is included in accounts payable and accrued expenses within the condensed consolidated balance sheets.
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis provides information concerning our results of operations and financial condition. This discussion should be
read in conjunction with our accompanying condensed consolidated financial statements and the notes thereto.
Forward-Looking Statements
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of
1995, including statements about future business strategies, future financial performance, cost savings, market conditions and potential, future growth of
ecommerce, customer growth and performance, sales channel expansion, international expansion, the Merger (as defined below), including the expected
timetable for its completion, and other matters that are not historical facts. In particular, statements under this Item 2 "Management's Discussion and Analysis
of Financial Condition and Results of Operations" and Item 3 "Quantitative and Qualitative Disclosures About Market Risk" contain forward-looking
statements. These statements involve risks, uncertainties, estimates and assumptions, many of which are beyond our control, that could cause actual results to
differ materially from those expressed or implied in such statements, including, without limitation, market acceptance and performance of our products and
services, competitive issues, general market conditions, shareholder approval of the Merger Agreement (as defined below), regulatory matters and changes in
law affecting our business, and the risk factors described in our Annual Report on Form 10-K for the fiscal year ended December 31, 2017, which was filed
with the Securities and Exchange Commission (the "SEC") on March 1, 2018 (the "2017 Annual Report") under the heading "Risk Factors." Further, we
operate in a very competitive and rapidly changing environment, and new risks emerge from time to time. It is not possible for our management to predict all
potential risks or assess their potential effects on our business.
Forward-looking statements set forth herein speak only as of the date of this Quarterly Report on Form 10-Q, and we expressly disclaim any
obligation or undertaking to disseminate any updates or revisions to any such statement contained herein to reflect any change in our expectations with
regard thereto or any change in events, conditions or circumstances on which any such statement is based. Where, in any forward-looking statement, we
express an expectation or belief as to future results or events, such expectation or belief is expressed in good faith and believed to have a reasonable basis,
but there can be no assurance that the expectation or belief will result or be achieved or accomplished. There can be no assurance that any expectation or
belief expressed in a forward-looking statement will occur, and you should not place undue reliance on any forward-looking statements.
As used herein, "CommerceHub," "we," "us," "our," the "Company" and similar terms include CommerceHub, Inc. together with its subsidiaries,
unless the context indicates otherwise.
Available Information
Our website is located at www.commercehub.com, and our Investor Relations website is located at ir.commercehub.com. Our Annual Report on Form
10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, proxy statements and amendments thereto filed or furnished with the SEC pursuant to
Sections 13(a) and 15(d) of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), are available through our Investor Relations website, free
of charge, after we file them with the SEC. We also provide a link to the section of the SEC's website at www.sec.gov that has all of the reports and other
information that we file or furnish with the SEC. You may read and copy any materials we file or furnish with the SEC at the SEC's Public Reference Room at
100 F Street, NE, Washington, D.C. 20549. You can get information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.
In addition to the reports and other information we file and furnish with the SEC, investors and others should note that we use and intend to continue
using our Investor Relations website, located at ir.commercehub.com, as a means of disclosing material non-public information, including material financial
and operating information, to the investment community and for complying with our disclosure obligations under Regulation FD of the Exchange Act. We
webcast, via our Investor Relations website, our earnings calls and certain other events we participate in or host with members of the investment community.
Our Investor Relations website also provides notifications of news and/or announcements regarding our financial performance, including SEC filings,
investor events, press and earnings releases and other information we may post on our Investor Relations website from time to time. In addition, we use social
media and our blog (located at www.commercehub.com/blog) to communicate with the public about our Company, and it is possible that information we
post on social media or our blog could be deemed to be material. Accordingly, in addition to following our SEC filings, press releases and public conference
calls and webcasts, investors should monitor and review closely the information we post on our Investor Relations website, the social media channels listed
on our Investor Relations website and our blog.
The contents of the websites and other channels referred to above are not incorporated into this filing. Further, our references to the URLs for these
websites are intended to be inactive textual references only.
15

Table of Contents
Overview
We are a leading provider of cloud-based ecommerce fulfillment and marketing solutions for large retailers, marketplaces, consumer brands and their
suppliers. Our solutions help our customers implement strategies to increase their ecommerce revenues and create meaningful operational efficiencies within
their supply chains. Our customers use our cloud-based software and service capabilities, which are tailored for specific customer business rules and
processes, to more effectively fulfill consumer orders, generate consumer demand for their products and deliver those products to consumers.
On March 5, 2018, we entered into an Agreement and Plan of Merger (the "Merger Agreement") with Great Dane Parent, LLC, a Delaware limited
liability company (“Parent”), and Great Dane Merger Sub, Inc., a Delaware corporation and a direct, wholly owned subsidiary of Parent (“Merger Sub”),
pursuant to which Merger Sub will merge (the "Merger") with and into CommerceHub, with CommerceHub continuing as the surviving corporation and a
wholly owned subsidiary of Parent. Parent and Merger Sub were formed by affiliates of GTCR LLC ("GTCR") and affiliates of Sycamore Partners
Management, L.P. ("Sycamore") to facilitate the participation of investment funds advised by GTCR and Sycamore in the transaction. As a result of the
Merger, each share of CommerceHub's Series A common stock, Series B common stock and Series C common stock issued and outstanding immediately prior
to the effective time of the Merger (other than shares owned by Parent, Merger Sub or CommerceHub, and any shares of common stock held by any
stockholder who is entitled to demand and properly demands appraisal of such shares in accordance with Section 262 of the General Corporation Law of the
State of Delaware and who does not fail to perfect or otherwise effectively withdraw their demand or otherwise lose the right to appraisal), will be converted
into the right to receive $22.75 in cash, without interest and less applicable withholding taxes. The closing of the Merger is expected to occur in the second
quarter of fiscal year 2018, but we cannot predict the exact timing of the completion of the Merger or whether the Merger will be completed. The closing of
the Merger remains subject to, among other things, the approval of the holders of a majority of the outstanding voting power of our Series A and Series B
common stock, and the satisfaction or waiver of other customary closing conditions. If the Merger is consummated, our Series A and Series C common stock
will cease to be traded on the Nasdaq, our Series B common stock will cease to be traded on the OTC Market, and we will no longer be a publicly traded
company.
Key Financial Metrics
Revenue
Our revenue primarily consists of fees charged to retailers, brands and their suppliers utilizing our CommerceHub for Retailers and CommerceHub
for Brands offerings, including use of our drop-ship and demand channel solutions. Our “core drop-ship revenue” includes order fees, subscription and other
platform fees and set-up and professional services fees attributable to our drop-ship solutions. Our revenue also consists of fees charged to consumer brands,
distributors, retailers and other marketplace sellers using our demand channel and related solutions, which we refer to as "demand channel revenue."
Order Fee Revenue
Order fee revenue is attributable to fees charged to retailers and suppliers based on the volume of consumer orders processed through our platform
using our drop-ship solutions. Order fee revenue grows as the overall volume of goods purchased online through our retailer customers increases. We track
and measure order fee revenue because it corresponds to our customers' drop-ship activity on our platform.
Subscription and Other Platform Revenue
Subscription and other platform revenue is primarily attributable to subscription fees charged to retailers and suppliers for the use of our drop-ship
solutions. Subscription revenue grows as new customers join the platform, connect to and create new relationships with other trading partners, adopt new
features and upgrades, and ramp up their activity on the platform. Subscription and other platform revenue also includes other drop-ship platform fees for
activity related to our delivery-related solutions, inventory management, third-party communication capabilities and other platform activities related to
ecommerce relationships. We track and measure subscription and other platform revenue because it provides insight into the size and scope of our platform in
terms of total trading partner customers, relationships among those customers and the extent of their engagement with our platform.
Set-Up and Professional Services Revenue
Set-up and professional services revenue includes fees for the configuration, design and set-up of a customer's onboarding to our platform and other
services that we provide to new and existing customers, including highly targeted services that are focused on helping our customers to more quickly adopt
our drop-ship solutions and maximize their utility. We track and measure set-up and professional services revenue as it is an indication of new trading partner
connections, enhancements to existing customer connections and the extent of customers' engagement with our platform's capabilities.
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Demand Channel Revenue
Demand channel revenue includes set-up, professional services, subscription fees and order fees related to the volume of online sales and orders that
retailers, sellers and brands achieve using our demand channel solutions. We track and measure demand channel revenue because it represents our customers'
engagement and success with our demand channel solutions.
Seasonality
The ecommerce marketplace is affected by the same seasonality as the traditional brick-and-mortar marketplace, and many of our customers
typically realize a significant portion of their sales in the fourth quarter of each calendar year. Historically, the percentage of our annual revenue has been
relatively uniform over the first three quarters of the year with approximately 33% to 34% of our annual revenue being generated in the fourth quarter.
Management's Use of Non-GAAP Measures
In addition to reporting financial measures calculated in accordance with U.S. generally accepted accounting principles ("GAAP"), we provide
Adjusted EBITDA (as defined below), a non-GAAP financial measure that management considers in reviewing our financial performance because we feel it is
a relevant measure of the overall efficiency of our business model. Adjusted EBITDA is not a substitute for, or superior to, and should be considered only in
addition to, net income calculated in accordance with GAAP. Adjusted EBITDA is subject to inherent limitations and excludes significant expenses and
income that are required by GAAP to be recorded in our consolidated financial statements. Certain of these adjustments are based on estimates and
assumptions of management and do not purport to reflect actual historical results. In addition, our computation of Adjusted EBITDA may not be comparable
to other similarly titled measures computed by other companies, because all companies do not calculate these measures in the same fashion.
We define “Adjusted EBITDA” as net income or loss plus interest expense, income tax expense, depreciation of property and equipment,
amortization of capitalized software costs and intangible assets, share-based compensation, restructuring charges and Merger-related charges, less interest
income and income tax benefit. Adjusted EBITDA excludes restructuring and merger-related charges, the elimination of which does not result in a reduction
of operating expenses necessary to conduct our business. By excluding these charges, we believe Adjusted EBITDA provides supplemental information that
enables us and investors to better analyze our operating performance and the sustainability of our results and to compare our performance on a more
consistent basis from period to period.
Other Metrics
Cost of Revenue
Cost of revenue primarily consists of personnel costs, including salaries, bonuses, payroll taxes, benefits, share-based compensation expense and
facility cost and overhead allocations for our teams supporting customer service, application support, customer set-up and professional services, and
performance marketing. We capitalize the cost of acquired software, qualifying payroll and payroll-related costs incurred in developing and enhancing our
solutions and related product offerings, such as internal tools used by our operations teams. Amortization expense related to these costs are included in cost
of revenue. Additionally, facility costs for our data centers, communication service charges and depreciation expense related to computer equipment directly
associated with generating revenue are captured in cost of revenue.
Research and Development Expenses
Research and development expenses consist of personnel costs, including salaries, bonuses, payroll taxes, and benefits net of amounts capitalized as
developed software, share-based compensation expense and facility cost and overhead allocations for employees engaged in the design, development, testing
and maintenance of our solutions. Also included are fees paid to third-party firms who assist in the development of our product solutions, net of amounts
capitalized as developed software.
Sales and Marketing Expenses
Sales and marketing expenses consist of personnel expenses, including salaries, commissions, bonuses, payroll taxes, benefits, share-based
compensation expense and facility cost and overhead allocations for sales, client management and marketing employees. Other expenses associated with
sales and marketing include expenses incurred related to corporate marketing, including brand awareness and trade shows. Much of our marketing effort is
focused on thought leadership, as our marketing team engages with media and other industry influencers to publish and present on topics relevant to our
solutions in trade publications and relevant industry conferences. Our client management expenses are attributable to our personnel and programs intended
to oversee and develop comprehensive relationships with our customers and to provide strategic account management and coordination of cross-selling
opportunities.
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General and Administrative Expenses
General and administrative expenses consist primarily of personnel costs, including salaries, bonuses, payroll taxes, benefits, share-based
compensation expense and facility cost and overhead allocations for our corporate functions, including executive leadership, finance, legal, information
technology and human resources, as well as professional service and other fees related to legal, tax and finance. Also included are costs attributable to credit
card processing and bad debt expense.
Recent Accounting Pronouncements
On January 1, 2018, we adopted ASU No. 2014-09, Revenue from Contracts with Customers ("Topic 606") using the modified retrospective method
applied to those contracts which were not completed as of January 1, 2018. Results for reporting periods beginning after January 1, 2018 are presented under
Topic 606, while prior period amounts are not adjusted and continue to be reported in accordance with our historic accounting under ASC 605, Revenue
Recognition ("Topic 605"). Refer to Note 4 to the accompanying condensed consolidated financial statements for a description of the impacts Topic 606 had
on our results of operations and financial condition for the three months ended March 31, 2018.
Information regarding other recent accounting pronouncements is included in Note 4 to the accompanying condensed consolidated financial
statements.
Critical Accounting Policies
The preparation of our condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts
of assets, liabilities, revenues and expenses. Please see the section entitled "Management's Discussion and Analysis of Financial Condition and Results of
Operations" within the 2017 Annual Report, which describes the critical accounting policies used in preparation of the consolidated financial statements. On
an ongoing basis, we evaluate the critical accounting policies used to prepare our condensed consolidated financial statements. Other than the policies
implemented in connection with the adoption of Topic 606, as further described in Note 4 and Note 5 to the accompanying condensed consolidated financial
statements, there have been no material changes in these aforementioned critical accounting policies.
Results of Operations for the Three Months ended March 31, 2018 and March 31, 2017
Revenue:
(amounts in thousands)

Three Months Ended March 31,
2018

Change

2017 (1)

$

%

Revenue:
Core Drop-Ship Revenue
Order fee revenue

1,405

12 %

Subscription and other platform revenue

$

9,064

8,451

613

7%

Set-up and professional services revenue

1,789

1,725

64

4%

24,296

22,214

2,082

9%

Total core drop-ship revenue
Demand channel revenue

13,443

$

1,967
$

Total revenue

26,263

12,038

$

2,354
$

24,568

(387)
$

(16)%

1,695

7%

Order fee revenue represented 51% and 49% of our total revenue for the three months ended March 31, 2018 and 2017, respectively. The increase in
our order fee revenue was primarily driven by a 13% increase in the volume of customer orders processed through our platform, mainly from existing
customers. This increase in our order fee revenue is inclusive of a five percentage-point headwind due to the termination of a retailer customer whose contract
ended in December 2017.
Subscription and other platform revenue represented 35% and 34% of our total revenue for the three months ended March 31, 2018 and 2017,
respectively, and is primarily attributable to subscription fees charged to retailers and suppliers for the use of our drop-ship solutions. The increase in our
subscription fees for the three months ended March 31, 2018, as compared to the same period in 2017, was primarily driven by an increase in the number of
retailer and supplier selling relationships on our platform, which was primarily attributable to a 9% increase in our total customer count. The increase in other
platform fees for the three months ended March 31, 2018, as compared to 2017, is attributable to an increase in the volume of transactions processed through
our platform, mainly from existing customers.
Set-up and professional services revenue represented 7% of our total revenue for each of the three months ended March 31, 2018 and 2017. The
increase in our set-up and professional services revenue for the three months ended March 31,
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2018, as compared to the same period in 2017, was driven by an increase in the number of retailer and supplier selling relationships on our platform, which
was primarily attributable to a 9% increase in our total customer count.
Demand channel revenue represented 7% and 10% of our total revenue for the three months ended March 31, 2018 and 2017, respectively. The
decrease in our demand channel revenue for the three months ended March 31, 2018, as compared to the same period in 2017, was primarily driven by a
decrease in the volume of online demand channel sales and orders processed through our platform, attributable to customer attrition.
Cost of Revenue and Gross Profit:
Three Months Ended
March 31,

(amounts in thousands)

2018

Change

2017

$

Cost of revenue

$

5,044

$

5,516

$

Gross profit

$

21,219

$

19,052

$

Gross margin

81%

%
(472)

(9)%

2,167

78%

11 %

3%

The decrease in cost of revenue for the three months ended March 31, 2018, as compared to the same period in 2017, was primarily driven by a $0.5
million reduction in amortization expense related to capitalized software costs, as we changed and further refined our methodologies and processes to
estimate the portion of software development eligible to be capitalized in 2016.
Gross profit increased for the three months ended March 31, 2018, as compared to the same period in 2017, primarily due to increased profit as we
create leverage through our scalable platform and existing personnel while increasing revenues.
Operating Expenses:
Three Months Ended
March 31,

(amounts in thousands)

2018

Change

2017

$

%

Operating expenses:
Research and development

$

6,452

Sales and marketing

$

5,915

2,336

General and administrative

11,249
$

Total operating expenses

20,037

$

1,931
6,939
$

14,785

$

537

9%

405

21%

4,310

62%

5,252

36%

Research and development expenses. Research and development expenses increased due to $1.2 million of restructuring charges in connection with
our restructuring plan (as further discussed in Note 13 to the accompanying condensed consolidated financial statements), which did not occur in the three
months ended March 31, 2017, and a $0.4 million reduction in the amount of software development projects capitalized in 2018. This increase was partially
offset by a $1.2 million reduction in personnel costs, primarily attributable to savings from our restructuring plan as discussed below.
Sales and marketing expenses. Sales and marketing expenses increased for the three months ended March 31, 2018, as compared to the same period
in 2017, due to a $0.3 million increase in commissions expense, driven by increased headcount of our sales team.
General and administrative expenses. General and administrative expenses increased primarily due to a $4.4 million increase in professional
services costs, primarily attributable to the Merger. This increase was partially offset by $0.4 million decrease in bad debt expense due, in large part, to
customer bankruptcies in 2017.
Other Expenses and Income:
Three Months Ended
March 31,

(amounts in thousands)

2018

Change

2017

$

%

Other (expense) income:
Interest expense

$

(132)

$

(107)

Interest income

$

(227)

$

(227)

25

Total other (expense) income

19

$

95

(42)%

25

100 %

$

120

(53)%

—
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Other expense decreased primarily due to decreased interest expense, including commitment fees, incurred in connection with borrowings
outstanding under our revolving credit facility combined with interest earned on cash invested in money market deposit accounts, which were not in place
until late 2017.
Income Taxes:
Three Months Ended
March 31,

(amounts in thousands)

2018
Income tax expense

$

886

Effective tax rate

Change

2017
$

$

1,581

82%

$

%
(695)

39%

(44)%

43%

For the three months ended March 31, 2018, our effective tax rate of 82% was higher than the 21% Federal income tax rate, primarily due to $2.9
million of non-deductible transaction-related costs incurred in connection with the Merger. In addition, our 2018 effective tax rate was higher due to state
and local income taxes, net of Federal income tax benefits, offset by excess deductions on share-based award issuances.
For the three months ended March 31, 2017, our effective tax rate of 39% was higher than the 35% Federal income tax rate, primarily due to state
and local income tax, net of Federal income tax benefits, offset by the Federal research credit.
Net Income and Adjusted EBITDA:
Net Income
Net income for the three months ended March 31, 2018 decreased, as compared to 2017, primarily due to a $4.4 million increase in professional
services costs, primarily attributable to the Merger. This decrease was partially offset by a $1.7 million increase in revenue, while leveraging our scalable
platform and existing personnel.
Net income for the three months ended March 31, 2018 was inclusive of $1.3 million of restructuring charges associated with our restructuring plan,
including termination and retention benefits as well as payroll and related costs for redundant positions as we transition our software development team and
certain other corporate activities into our Albany, NY headquarters. These charges were offset by approximately $1.0 million of payroll and related savings
from permanent headcount reductions, reduced cost of positions transitioned to our corporate headquarters, and open positions transitioning to our corporate
headquarters.
Adjusted EBITDA
Three Months Ended
March 31,

(amounts in thousands)

2018

Change

2017

$

%

Net Income and Adjusted EBITDA:
Net income

(2,270)

(92)%

Interest expense, net

$

107

227

(120)

(53)%

Income tax expense

886

1,581

(695)

(44)%

Depreciation and amortization

1,513

2,094

(581)

(28)%

Share-based compensation

2,019

2,360

(341)

Restructuring charges (1)

1,342

—

Merger-related charges (2)

189

$

4,303
$

Adjusted EBITDA

10,359

2,459

$

—
$

8,721

$

(14)%

1,342

100 %

4,303

100 %

1,638

19 %

(1)

Restructuring charges include termination and retention benefits in connection with our restructuring plan described in Note 13 to the accompanying condensed
consolidated financial statements.

(2)

Merger-related charges include professional services costs incurred in connection with the Merger.

Adjusted EBITDA for the three months ended March 31, 2018 increased, as compared to the same period in 2017, due to increased operating profit
on higher revenue as we continued to leverage our scalable platform and existing personnel. This increase was also attributable to a $0.7 million reduction in
personnel costs, and a $0.4 million reduction in bad debt expense, due in large part to customer bankruptcies in 2017.
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Liquidity and Capital Resources
Three Months Ended
March 31,

(amounts in thousands)

2018

Change

2017

$

%

Net cash provided by (used in):
Operating activities
Investing activities

$

11,687
(293)

$

13,571
(1,323)

$

(1,884)
1,030

(14)%
(78)%

Financing activities

$

2,203

$

(14,676)

$

16,879

(115)%

Historically, the cash we generate from operations has been sufficient to fund our working capital requirements and capital expenditures.
Substantially all of our cash and cash equivalents are held within the United States. Cash generated internationally is used for our international working
capital needs. At March 31, 2018, we had $33.4 million of cash and cash equivalents, no borrowings under our revolving credit facility and available
borrowings under the facility of $125.0 million. Our cash is invested in money market deposit accounts that are currently providing only a minimal return.
Historically, we have not entered into investments other than our recent use of money market deposit accounts, but we may do so in the future. Effective in
2018, assuming a similar tax and business structure, we anticipate a reduction in income taxes paid and accrued as a result of the U.S. Tax Cuts and Jobs Act,
which reduces our Federal income tax rate from 35% to 21%. We expect that cash from operations and available borrowings under our revolving credit
facility will be sufficient to meet our cash flow requirements for the foreseeable future.
Cash Flow from Operating Activities
The decrease in cash flows from operating activities for the three months ended March 31, 2018, as compared to the same period in 2017, was
primarily attributable to a $2.3 million reduction in net income and a $0.5 million net decrease in non-cash expenses (primarily bad debt expense,
depreciation and amortization and share-based compensation). The decrease was partially offset by a $0.9 million net increase in cash flows generated from
other working capital related accounts.
Cash Flow from Investing Activities
The decrease in net cash used in investing activities for the three months ended March 31, 2018, as compared to the same period in 2017, was driven
by a $0.6 million reduction in cash outflows for property and equipment purchases and a $0.4 million decrease in our capitalization of internally developed
software.
Cash Flow from Financing Activities
The increase in cash flows from financing activities for the three months ended March 31, 2018, as compared to the same period in 2017, was
primarily attributable to a $16.0 million reduction in repayments under our credit facility, which was fully repaid during 2017 and a $0.9 million increase in
net cash inflows from the exercise of stock options, employee stock purchases under the ESPP, taxes on RSU issuances and the issuance of deferred stock
units.
Item 3. Quantitative and Qualitative Disclosures about Market Risk
We are exposed to market risk in the normal course of business due to our ongoing investing and financial activities and the conduct of operations
in different foreign countries. Market risk refers to the risk of loss arising from adverse changes in stock prices, interest rates and foreign currency exchange
rates. The risk of loss can be assessed from the perspective of adverse changes in fair values, cash flows and future earnings.
We are exposed to changes in interest rates primarily as a result of borrowings we may make under our revolving credit facility. The amount of our
long-term debt is expected to vary as a result of future funding requirements, cash generation, market conditions and other factors. We have not entered into
any interest rate swap arrangements to manage our exposure to interest rate risk, although we may do so in the future if and when we deem appropriate. We
performed a sensitivity analysis on our exposure to interest rate risk as of March 31, 2018, and we do not believe a 1.00% increase or decrease in interest rate
would have a material impact on our interest expense, primarily because we had no long-term debt at that date.
Although not significant, we have revenue, expenses, assets and liabilities that are denominated in currencies other than the U.S. dollar, including
the British pound sterling and the Canadian dollar. As we expand internationally, our results of operations and cash flows will continue to be impacted by
foreign currency fluctuations. We have not used any forward contracts or currency borrowings to hedge our exposure to foreign currency exchange risk,
although we may do so in the future.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness of our disclosure
controls and procedures pursuant to Rule 13a-15 and 15d-15 under the Exchange Act, as of the end of the period covered by this Quarterly Report on Form
10-Q.
Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that, as of March 31, 2018, our disclosure controls and
procedures are designed at a reasonable assurance level and are effective to provide reasonable assurance that information we are required to disclose in
reports that we file or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in the SEC’s rules
and forms, and that such information is accumulated and communicated to our management, including our Chief Executive Officer and Chief Financial
Officer, as appropriate, to allow timely decisions regarding required disclosure.
Limitations on Effectiveness of Disclosure Controls and Procedures
In designing and evaluating the disclosure controls and procedures, management recognizes that any controls and procedures and internal control
over financial reporting, no matter how well designed and operated, can provide only reasonable assurance of achieving the desired control objectives and
preventing and detecting misstatements.
Changes in Internal Control over Financial Reporting
There were no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) and 15d-15(f) under the Exchange Act) during
the quarter ended March 31, 2018 that materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
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PART II. OTHER INFORMATION
Item 1. Legal Proceedings
On April 27, 2018, a putative class action complaint was filed by a purported stockholder of CommerceHub in the United States District Court for
the Northern District of New York: Gordon v. CommerceHub, Inc., et al., Case No. 1:18-cv-00512-FJS-DJS. The complaint names as defendants
CommerceHub and members of the CommerceHub board of directors. The complaint asserts claims under Sections 14(a) and 20(a) of the Securities Exchange
Act of 1934 and rules and regulations promulgated thereunder, and alleges that CommerceHub and the members of the CommerceHub board of directors
caused a proxy statement that allegedly omitted material information to be filed in connection with the Merger, which allegedly rendered the proxy
statement false and misleading. Among other relief, the complaint seeks a declaration certifying a class, an injunction to prevent CommerceHub from holding
its May 18, 2018 special meeting of stockholders to vote on the Merger Agreement and from consummating the Merger unless and until CommerceHub
discloses the material information allegedly omitted from the proxy statement, unspecified damages, and unspecified costs, expenses and attorneys’ fees.
CommerceHub denies any liability and believes that it has substantial defenses and that this lawsuit is without merit. However, in order to eliminate the
burden, expense and uncertainties resulting from the pending litigation and without admitting any wrongdoing or that these supplemental disclosures are
material or required to be made, on May 7, 2018, CommerceHub agreed to supplement the disclosures in the proxy statement with additional information
concerning certain non-disclosure agreements entered into by various bidders, the prior relationships between CommerceHub’s financial advisor with respect
to the Merger, Evercore Group L.L.C., and GTCR, and CommerceHub’s financial forecasts. Consequently, plaintiff requested to withdraw the motion for
preliminary injunction stating that the supplemental disclosures mooted the claims raised in the complaint. The district court granted the request to withdraw
and cancelled a previously scheduled hearing on the motion.
From time to time, we may become involved in other lawsuits and legal proceedings which arise in the ordinary course of business. We are currently
not aware of any such legal proceedings or claims that we believe will have, individually or in the aggregate, a material adverse effect on our business,
financial condition or operating results.
Item 1A. Risk Factors
There have been no material changes in our risk factors from those disclosed under the heading “Risk Factors” in our 2017 Annual Report.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults on Senior Securities
None.
Item 4. Mine Safety Disclosures
None.
Item 5. Other Information
None.
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Item 6. Exhibits
Listed below are the exhibits that are filed as a part of this Report (according to the number assigned to them in Item 601 of Regulation S-K):
Exhibit
Number

Ex. 2.1

Ex. 10.1
Ex. 31.1
Ex. 31.2
Ex. 32.1
Ex. 32.2
Ex. 101.INS
Ex. 101.SCH
Ex. 101.CAL
Ex. 101.LAB
Ex. 101.PRE
Ex. 101.DEF

Exhibit Description

Agreement and Plan of Merger, dated as of March 5, 2018, by and among Great Dane Parent, LLC, Great Dane Merger Sub, Inc. and
CommerceHub, Inc. (incorporated by reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K (File No. 001-37840), as
filed on March 9, 2018 (the “8-K”)).
Voting Agreement, dated as of March 5, 2018, by and among Great Dane Parent, LLC, CommerceHub, Inc. and Malone CHUB 2017
Charitable Remainder Unitrust (incorporated by reference to Exhibit 10.1 to the 8-K).
Certification pursuant to Rule 13a-14(a) or 15d-14 under the Securities Exchange Act of 1934.*
Certification pursuant to Rule 13a-14(a) or 15d-14 under the Securities Exchange Act of 1934.*
Certification of Chief Executive Officer pursuant to Title 18, United States Code, Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.**
Certification of Chief Financial Officer pursuant to Title 18, United States Code, Section 1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.**
XBRL Instance Document*
XBRL Taxonomy Extension Schema Document*
XBRL Taxonomy Calculation Linkbase Document*
XBRL Taxonomy Label Linkbase Document*
XBRL Taxonomy Presentation Linkbase Document*
XBRL Taxonomy Definition Document*

______________________
* Filed herewith.
** Furnished herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
COMMERCEHUB, INC.
(Registrant)

Date:

May 8, 2018

/ S / FRANCIS POORE
Francis Poore
President and Chief Executive Officer
(Principal Executive Officer)

Date:

May 8, 2018

/ S / MICHAEL TRIMARCHI
Michael Trimarchi
Chief Financial Officer, Chief Commercial Officer and Treasurer
(Principal Financial and Accounting Officer)
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Exhibit 31.1
CERTIFICATION
I, Francis Poore, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of CommerceHub, Inc.;

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(s) 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; and
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(s) 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:

May 8, 2018

By:

/S/ FRANCIS POORE
Francis Poore
President and Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION
I, Michael Trimarchi, certify that:
1.

I have reviewed this Quarterly Report on Form 10-Q of CommerceHub, Inc.;

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(s) 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; and
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(s) 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:

May 8, 2018

By:

/S/ MICHAEL TRIMARCHI
Michael Trimarchi
Chief Financial Officer, Chief Commercial Officer and
Treasurer
(Principal Financial and Accounting Officer)

Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER,
AS REQUIRED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Francis Poore, hereby certify pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that:
(i) The accompanying quarterly report on Form 10-Q for the quarter ended March 31, 2018 fully complies with the requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of 1934, as amended; and
(ii) The information contained in such report fairly presents, in all material respects, the financial condition and results of operations of CommerceHub,
Inc.

Date:

May 8, 2018

By:

/S/ FRANCIS POORE
Francis Poore
President and Chief Executive Officer
(Principal Executive Officer)

The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of this report.

Exhibit 32.2
CERTIFICATION OF CHIEF FINANCIAL OFFICER,
AS REQUIRED BY SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Michael Trimarchi, hereby certify pursuant to 18 U.S.C. Section 1350 adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 that:
(i) The accompanying quarterly report on Form 10-Q for the quarter ended March 31, 2018 fully complies with the requirements of Section 13(a) or
Section 15(d) of the Securities Exchange Act of 1934, as amended; and
(ii) The information contained in such report fairly presents, in all material respects, the financial condition and results of operations of CommerceHub,
Inc.

Date:

May 8, 2018

By:

/S/ MICHAEL TRIMARCHI
Michael Trimarchi
Chief Financial Officer, Chief Commercial Officer and
Treasurer
(Principal Financial and Accounting Officer)

The foregoing certification is being furnished solely pursuant to 18 U.S.C. Section 1350 and is not being filed as part of this report.

