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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549

FORM 10-Q

_QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT

YOF 1934

For the Quarterly Period Ended March 31, 2019

Or

OTRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission File No. 001-34063

LendingTree, Inc.
(Exact name of Registrant as specified in its charter)
Delaware 26-2414818
(State or other jurisdiction of (L.R.S. Employer
incorporation or organization) Identification No.)

11115 Rushmore Drive, Charlotte, North Carolina 28277
(Address of principal executive offices)
(704) 541-5351
(Registrant's telephone number, including area code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes y No o
Indicate by check mark whether the registrant has submitted electronically every Interactive Data File required to be
submitted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during the preceding 12 months (or for
such shorter period that the registrant was required to submit such files). Yes y No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of "large accelerated filer,"
"accelerated filer," "smaller reporting company," and "emerging growth company" in Rule 12b-2 of the Exchange
Act.
Large accelerated filer x Accelerated filer o
Non-accelerated filer o Smaller reporting company o

Emerging growth company o

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act).
Yes o No y

As of April 19, 2019, there were 12,879,149 shares of the registrant's common stock, par value $.01 per share,
outstanding, excluding treasury shares.
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PART I—FINANCIAL INFORMATION

Item 1. Financial Statements

LENDINGTREE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF OPERATIONS AND COMPREHENSIVE INCOME
(Unaudited)

Three Months Ended

March 31,

2019 2018

(in thousands, except per share

amounts)
Revenue $ 262,390 $ 181,035
Costs and expenses:
Cost of revenue (exclusive of depreciation and amortization shown separately below) 17,670 5,696
Selling and marketing expense 174,891 126,044
General and administrative expense 31,117 22,814
Product development 10,166 6,260
Depreciation 2,482 1,671
Amortization of intangibles 13,427 3,963
Change in fair value of contingent consideration 14,592 741 )
Severance 54 —
Litigation settlements and contingencies (207 ) (22 )
Total costs and expenses 264,192 165,685
Operating (loss) income (1,802 ) 15,350
Other (expense) income, net:
Interest expense, net (5,468 ) (2,988 )
Other income 68 34
(Loss) income before income taxes (7,202 ) 12,396
Income tax benefit 7,752 23,461
Net income from continuing operations 550 35,857
Loss from discontinued operations, net of tax (1,062 ) (4,333 )
Net (loss) income and comprehensive (loss) income $ (512 ) $ 31,524
Weighted average shares outstanding:
Basic 12,718 12,090
Diluted 14,186 14,848
Income per share from continuing operations:
Basic $0.04 $2.97
Diluted $0.04 $2.41
Loss per share from discontinued operations:
Basic $ (0.08 ) $(0.36 )
Diluted $ (0.07 ) $(0.29 )
Net (loss) income per share:
Basic $ (0.04 ) $2.61
Diluted $ (0.04 ) $2.12

The accompanying notes to consolidated financial statements are an integral part of these statements.
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LENDINGTREE, INC. AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEETS

(Unaudited)

March 31, December 31,

2019 2018

(in thousands, except par

value and share amounts)
ASSETS:
Cash and cash equivalents $64,565 $ 105,102
Restricted cash and cash equivalents 38 56
Accounts receivable (net of allowance of $1,370 and $1,143, respectively) 119,707 91,072
Prepaid and other current assets 12,899 16,428
Assets held for sale 21,337 21,328
Current assets of discontinued operations 420 185
Total current assets 218,966 234,171
Propert‘y and equipment (net of accumulated depreciation of $13,377 and $13,887 25.823 23.175
respectively)
Goodwill 419,952 348,347
Intangible assets, net 223,872 205,699
Deferred income tax assets 87,323 79,289
Other non-current assets 13,303 2,168
Non-current assets of discontinued operations 3,266 3,266
Total assets $992.505 $ 896,115
LIABILITIES:
Revolving credit facility $185,000 $ 125,000
Accounts payable, trade 12,181 15,074
Accrued expenses and other current liabilities 106,007 93,190
Current contingent consideration 30,710 11,080
Current liabilities of discontinued operations (Note 17) 16,361 17,609
Total current liabilities 350,259 261,953
Long-term debt 254,248 250,943
Non-current contingent consideration 18,719 27,757
Deferred income tax liabilities 894 894
Other non-current liabilities 16,197 8,360
Total liabilities 640,317 549,907

Commitments and contingencies (Note 14)

SHAREHOLDERS' EQUITY:

Preferred stock $.01 par value; 5,000,000 shares authorized; none issued or outstanding — —
Common stock $.01 par value; 50,000,000 shares authorized; 15,514,993 and

15,428,351 shares issued, respectively, and 12,878,905 and 12,809,764 shares outstanding, 155 154
respectively

Additional paid-in capital 1,144,694 1,134,227
Accumulated deficit (610,994 ) (610,482 )
Treasury stock; 2,636,088 and 2,618,587 shares, respectively (181,667 ) (177,691 )
Total shareholders' equity 352,188 346,208
Total liabilities and shareholders' equity $992.505 $ 896,115

The accompanying notes to consolidated financial statements are an integral part of these statements.
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LENDINGTREE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF SHAREHOLDERS' EQUITY

(Unaudited)
Common Stock Treasury Stock
Additional
Number L. Accumulated Numbe
Total Amount Paid-in .. Amount
of Shares . Deficit of Shares
Capital
(in thousands)
Balance as of December 31, 2018 $346,208 15,428 $ 154 $1,134,227 $(610,482 ) 2,618 $(177,691)
Net loss and comprehensive loss (512 ) — — — (512 ) — —
Non-cash compensation 14,053 — — 14,053 — — —
Purchase of treasury stock 3,976 ) — — — — 18 (3,976 )

Issuance of common stock for stock
options, restricted stock awards and

restricted stock units, net of withholding (3,585 ) 87 ! (3,586 ) — T
taxes
Balance as of March 31, 2019 $352,188 15,515 $ 155 $1,144,694 $(610,994 ) 2,636 $(181,667)
Common Stock Treasury Stock
Number Ad.dlt'lonal Accumulated Numbe Noncontrolling
Total AmountPaid-in .. Amount
of Shares Capital Deficit of Shares Interest

(in thousands)
Balance as of December 31, 2017 $294,874 14,218 $ 142 $1,087,582 $(708,354 ) 2,239 $(85,085)% 589
Net income and comprehensive

) 31,524 — — — 31,524 —_ — —
income

Non-cash compensation 11,109 — — 11,109 — — — —
Purchase of treasury stock (11,000 ) — — — — 30 (11,000 )—
Issuance of common stock for

stock options, restricted stock 2.057 473 5 2,052 o o . o

awards and restricted stock units,
net of withholding taxes
Cumulative effect adjustment due
to ASU 2014-09

Noncontrolling interest (34 ) — — — — —_ - (34 )
Balance as of March 31, 2018 $329,903 14,691 $ 147 $1,100,743 $(675,457 ) 2,269 $(96,085)$ 555

1,373 — — — 1,373 —_ — —

The accompanying notes to consolidated financial statements are an integral part of these statements.
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LENDINGTREE, INC. AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

Cash flows from operating
activities attributable to
continuing operations:

Net (loss) income and
comprehensive (loss) income
Less: Loss from discontinued
operations, net of tax

Income from continuing
operations

Adjustments to reconcile
income from continuing
operations to net cash provided
by operating

activities attributable to
continuing operations:

Loss on disposal of assets
Amortization of intangibles
Depreciation

Rental amortization of
intangibles and depreciation
Non-cash compensation
expense

Deferred income taxes
Change in fair value of
contingent consideration
Bad debt expense
Amortization of debt issuance
costs

Amortization of convertible
debt discount

Changes in current assets and
liabilities:

Accounts receivable

Prepaid and other current
assets

Accounts payable, accrued
expenses and other current
liabilities

Current contingent
consideration

Income taxes receivable
Other, net
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Three Months Ended March 31,

2019

(in thousands)

$
1,062

550

468
13,427
2,482

14,053
(7,752
14,592
510
483

2,951

(27,534
(207

5,705

(1,000

4,288
253
23,269

2018

4,333

35,857

92
3,963
1,671

202

11,109
(25,781
(741
56

434

2,799

(11,381

(515

(2,024

2,092

(158
17,675

31,524
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Net cash provided by

operating activities attributable

to continuing operations

Cash flows from investing

activities attributable to

continuing operations:

Capital expenditures (4,960
Acquisition of YaluePengum, (105,445
net of cash acquired
Acquisition of SnapCap —
Other investing activities —

Net cash used in investing

activities attributable to (110,405
continuing operations

Cash flows from financing
activities attributable to
continuing operations:
Payments related to net-share
settlement of stock-based
compensation, net of proceeds
from exercise of stock options
Contingent consideration
payments

Net Procgefls from revolving 60.000
credit facility

Payment of debt issuance costs (31
Purchase of treasury stock (3,976
Net cash provided by (used in)
financing activities attributable 49,408
to continuing operations
Total cash used in continuing
operations

Discontinued operations:

Net cash used in operating
activities attributable to (2,827
discontinued operations
Total cash used in
discontinued operations
Net decrease in cash, cash
equivalents, restricted cash and (40,555
restricted cash equivalents

Cash, cash equivalents,

restricted cash and restricted

(3,585

(3,000

(37,728

(2,827

cash equivalents at beginning 105,158
of period

Cash, cash equivalents,

restricted cash and restricted $

cash equivalents at end of
period

Non-cash investing activities:

64,603

(3,456

10
(34

(3,500

2,057

(23,500

(76
(12,099

(33,618

(19,443

(2,644

(2,644

(22,087

372,641

$

350,554

10
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Capital additions from tenant

. $ 852 $ —
improvement allowance

The accompanying notes to consolidated financial statements are an integral part of these statements.
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LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

NOTE 1—ORGANIZATION

Company Overview

LendingTree, Inc. ("LendingTree" or the "Company"), is the parent of LendingTree, LLC and several companies
owned by LendingTree, LLC.

LendingTree operates what it believes to be the leading online consumer platform that connects consumers with the
choices they need to be confident in their financial decisions. The Company offers consumers tools and resources,
including free credit scores, that facilitate comparison-shopping for mortgage loans, home equity loans and lines of
credit, reverse mortgage loans, auto loans, credit cards, deposit accounts, personal loans, student loans, small business
loans, insurance quotes and other related offerings. The Company primarily seeks to match in-market consumers with
multiple providers on its marketplace who can provide them with competing quotes for loans, deposit products,
insurance or other related offerings they are seeking. The Company also serves as a valued partner to lenders and other
providers seeking an efficient, scalable and flexible source of customer acquisition with directly measurable benefits,
by matching the consumer inquiries it generates with these providers.

The consolidated financial statements include the accounts of LendingTree and all its wholly-owned entities.
Intercompany transactions and accounts have been eliminated.

Discontinued Operations

The LendingTree Loans business is presented as discontinued operations in the accompanying consolidated balance
sheets, consolidated statements of operations and comprehensive income and consolidated cash flows for all periods
presented. The notes accompanying these consolidated financial statements reflect the Company's continuing
operations and, unless otherwise noted, exclude information related to the discontinued operations. See Note 17
—Discontinued Operations for additional information.

Basis of Presentation

The accompanying unaudited interim consolidated financial statements as of March 31, 2019 and for the three months
ended March 31, 2019 and 2018, respectively, have been prepared in accordance with accounting principles generally
accepted in the United States of America ("GAAP") for interim financial information and pursuant to the rules and
regulations of the U.S. Securities and Exchange Commission ("SEC"). In the opinion of management, the unaudited
interim consolidated financial statements have been prepared on the same basis as the audited financial statements,
and include all adjustments, consisting only of normal recurring adjustments, necessary for the fair statement of the
Company's financial position for the periods presented. The results for the three months ended March 31, 2019 are not
necessarily indicative of the results to be expected for the year ending December 31, 2019, or any other period. The
accompanying consolidated balance sheet as of December 31, 2018 was derived from audited financial statements
included in the Company's annual report on Form 10-K for the year ended December 31, 2018 (the "2018 Annual
Report"). The accompanying consolidated financial statements do not include all of the information and footnotes
required by GAAP for annual financial statements. Accordingly, they should be read in conjunction with the audited
financial statements and notes thereto included in the 2018 Annual Report.

NOTE 2—SIGNIFICANT ACCOUNTING POLICIES

Accounting Estimates

Management is required to make certain estimates and assumptions during the preparation of the consolidated
financial statements in accordance with GAAP. These estimates and assumptions impact the reported amount of assets
and liabilities and disclosures of contingent assets and liabilities as of the date of the consolidated financial statements.

12
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They also impact the reported amount of net earnings during any period. Actual results could differ from those
estimates.

Significant estimates underlying the accompanying consolidated financial statements, including discontinued
operations, include: loan loss obligations; the recoverability of long-lived assets, goodwill and intangible assets; the
determination of income taxes payable and deferred income taxes, including related valuation allowances; fair value
of assets acquired in a business combination; contingent consideration related to business combinations; litigation
accruals; contract assets; various other allowances, reserves and accruals; and assumptions related to the determination
of stock-based compensation.

7
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LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Certain Risks and Concentrations

LendingTree's business is subject to certain risks and concentrations including dependence on third-party technology
providers, exposure to risks associated with online commerce security and credit card fraud.

Financial instruments, which potentially subject the Company to concentration of credit risk at March 31, 2019,
consist primarily of cash and cash equivalents and accounts receivable, as disclosed in the consolidated balance sheet.
Cash and cash equivalents are in excess of Federal Deposit Insurance Corporation insurance limits, but are maintained
with quality financial institutions of high credit. The Company generally requires certain network partners to maintain
security deposits with the Company, which in the event of non-payment, would be applied against any accounts
receivable outstanding.

Due to the nature of the mortgage lending industry, interest rate fluctuations may negatively impact future revenue
from the Company's marketplace.

Lenders and lead purchasers participating on the Company's marketplace can offer their products directly to
consumers through brokers, mass marketing campaigns or through other traditional methods of credit distribution.
These lenders and lead purchasers can also offer their products online, either directly to prospective borrowers,
through one or more online competitors, or both. If a significant number of potential consumers are able to obtain
loans and other products from network partners without utilizing the Company's services, the Company's ability to
generate revenue may be limited. Because the Company does not have exclusive relationships with the network
partners whose loans and other financial products are offered on its online marketplace, consumers may obtain offers
from these network partners without using its services.

Other than a support services office in India, the Company's operations are geographically limited to and dependent
upon the economic condition of the United States.

Litigation Settlements and Contingencies

Litigation settlements and contingencies consists of expenses related to actual or anticipated litigation settlements.
Recent Accounting Pronouncements

In August 2018, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2018-15 which aligns the requirements for capitalizing implementation costs incurred in a hosting arrangement that is
a service contract with the requirements for capitalizing implementation costs incurred to develop or obtain
internal-use software (and hosting arrangements that include an internal-use software license). This ASU is effective
for annual and interim reporting periods beginning after December 15, 2019. Early adoption is permitted, including
adoption in any interim period. The amendments should be applied either retrospectively or prospectively to all
implementation costs incurred after the date of adoption. The Company is evaluating the impact this ASU will have on
its consolidated financial statements and whether to early adopt.

In August 2018, the FASB issued ASU 2018-13 which removes, modifies and adds certain disclosure requirements in
Accounting Standards Codification ("ASC") Topic 820, Fair Value Measurement. This ASU is effective for annual
and interim reporting periods beginning after December 15, 2019, with early adoption permitted. Entities are
permitted to adopt any removed or modified disclosures and delay adoption of the additional disclosures until the
effective date of the ASU. Certain amendments must be applied prospectively while others are to be applied on a
retrospective basis to all periods presented. The Company is evaluating the impact this ASU will have on its
consolidated financial statements and whether to early adopt.

In January 2017, the FASB issued ASU 2017-04 which eliminates the requirement to calculate the implied fair value
of goodwill to measure a goodwill impairment charge (Step 2 of the goodwill impairment test). Instead, an impairment
charge will be based on the excess of the carrying amount over the fair value. This ASU is effective for annual and
interim impairment tests performed in periods beginning after December 15, 2019. Early adoption is permitted for
annual and interim goodwill impairment testing dates after January 1, 2017. The Company is evaluating the impact
this ASU will have on its consolidated financial statements and whether to early adopt.

14
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LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

In February 2016, the FASB issued ASU 2016-02 related to lease accounting guidance. This ASU introduces ASC
Topic 842, Leases, which supersedes ASC Topic 840, Leases. In 2018 and 2019, the FASB issued final amendments
clarifying certain narrow aspects of implementing ASU 2016-02, including clarifications related to the rate implicit in
the lease, lessee reassessment of lease classification, lessor reassessment of lease term and purchase options, variable
payments that depend on an index or rate, transition disclosures and certain other transition matters. The clarification
ASUs also provided an optional transition method that allows entities to initially apply the lease accounting transition
requirements at the adoption date and recognize a cumulative effect adjustment to the opening balance of retained
earnings in the period of adoption without restating comparative prior periods presented. The clarification ASUs must
be adopted concurrently with the adoption of ASU 2016-02 (collectively, "ASC Topic 842").

The Company has adopted ASC Topic 842 as of January 1, 2019 using the optional transition method to apply the
new requirements at the adoption date without restating comparative prior periods presented. The adoption resulted in
the increase in total assets and total liabilities of $8.8 million as of January 1, 2019 related to operating leases greater
than one year in duration for which the Company is the lessee, with no cumulative effect adjustment to the opening
balance of accumulated deficit. As part of the transition, the Company has elected the package of practical expedients
which allows the Company to not reassess whether expired or existing contracts contain leases, lease classification for
expired or existing leases, and initial direct costs for existing leases. Additionally, the Company has elected as
accounting policy to not record short-term leases, which are leases with an initial term of twelve months or fewer, on
the balance sheet.

NOTE 3—REVENUE

Revenue is as follows (in thousands):

Three Months
Ended
March 31,

2019 2018
Revenue:
Mortgage products $45,984 $73,462
Non-mortgage products
Credit cards 54,506 46,132
Personal loans 32,531 25,965
Insurance 67,092 13
Other 62,277 35,463
Total non-mortgage products 216,406 107,573
Total revenue $262,390 $181,035

The Company derives its revenue primarily from match fees and closing fees. Revenue is recognized when
performance obligations under the terms of a contract with a customer are satisfied and promised services have
transferred to the customer. The Company's services are generally transferred to the customer at a point in time.
Revenue within the mortgage product category is primarily generated from upfront match fees paid by mortgage
Network Partners that receive a loan request, and in some cases upfront fees for clicks or call transfers. Match fees and
upfront fees for clicks and call transfers are earned through the delivery of loan requests that originated through the
Company's websites or affiliates. The Company recognizes revenue at the time a loan request is delivered to the
customer, provided that no significant obligations remain. The Company's contractual right to the match fee
consideration is contemporaneous with the satisfaction of the performance obligation to deliver a loan request to the
customer.

In addition to match and other upfront fees, revenue within the non-mortgage product category is also generated from
closing fees and approval fees. Closing fees are derived from lenders on certain auto loans, business loans, personal

16
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loans and student loans when the lender funds a loan with the consumer. Approval fees are derived from credit card
issuers when the credit card consumer receives card approval from the credit card issuer. The Company recognizes
revenue on closing fees and approval fees at the point when a loan request or a credit card consumer is delivered to the
customer. The Company's contractual right to closing fees and approval fees is not contemporaneous with the
satisfaction of the performance obligation to deliver a loan request or a credit card consumer to the customer. As such,
the Company records a contract asset at each reporting period-end related to the

9

17



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

Table of Contents

LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

estimated variable consideration on closing fees and approval fees for which the Company has satisfied the related
performance obligation, but are still pending the loan closing or credit card approval before the Company has a
contractual right to payment. This estimate is based on the Company's historical closing rates and historical time
between when a consumer request for a loan or credit card is delivered to the lender or card issuer and when the loan
is closed by the lender or approved by the card issuer.
Revenue from the Company's insurance business is primarily generated from match fees, fees for website clicks or
fees for calls. Match fees and upfront fees for clicks and call transfers are earned through the delivery of consumer
requests that originated through the Company's websites or affiliates. The Company recognizes revenue at the time a
consumer request is delivered to the customer, provided that no significant obligations remain. The Company's
contractual right to the match fee consideration is contemporaneous with the satisfaction of the performance
obligation to deliver a consumer request to the customer.
Upfront fees and subscription fees are derived from consumers in the Company's credit services business. Upfront fees
paid by consumers are recognized as revenue over the estimated time the consumer will remain a customer and
receive services. Subscription fees are recognized over the period a consumer is receiving services.
The contract asset recorded within prepaid and other current assets on the consolidated balance sheets related to
estimated variable consideration was $5.4 million and $4.8 million on March 31, 2019 and December 31, 2018,
respectively.
The contract liability recorded within accrued expenses and other current liabilities on the consolidated balance sheets
related to upfront fees paid by consumers in the Company's credit services business was $0.6 million and $0.4 million
on March 31, 2019 and December 31, 2018, respectively. During the first quarter of 2019, the Company recognized
revenue of $0.3 million that was included in the contract liability balance at December 31, 2018.
Revenue recognized in any reporting period includes estimated variable consideration for which the Company has
satisfied the related performance obligations, but are still pending the occurrence or non-occurrence of a future event
outside the Company's control (such as lenders providing loans to consumers or credit card approvals of consumers)
before the Company has a contractual right to payment. The Company recognized an increase to such revenue from
prior periods of $0.9 million in the first quarter of 2019. There was no adjustment to such revenue from prior periods
in the first quarter of 2018.
NOTE 4—CASH AND RESTRICTED CASH
Total cash, cash equivalents, restricted cash and restricted cash equivalents consist of the following (in thousands):
March 31, December 31,

2019 2018
Cash and cash equivalents $64,565 $ 105,102
Restricted cash and cash equivalents 38 56

Total cash, cash equivalents, restricted cash and restricted cash equivalents $ 64,603 $ 105,158

10
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LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

NOTE 5—GOODWILL AND INTANGIBLE ASSETS
The balance of goodwill, net is as follows (in thousands):
Accumulated .
Goodwill Impairment Goodwill
Loss
Balance at December 31, 2018 $831,435 $ (483,088 ) $348,347
Acquisition of QuoteWizard 183 — 183
Acquisition of ValuePenguin 71,422 — 71,422
Balance at March 31, 2019 $903,040 $(483,088 ) $419,952
The balance of intangible assets, net is as follows (in thousands):
March 31, December 31,
2019 2018
Intangible assets with indefinite lives ~ $10,142  $ 10,142
Intangible assets with definite lives, net 213,730 195,557
Total intangible assets, net $223,872 $ 205,699
Goodwill and Indefinite-Lived Intangible Assets

The Company's goodwill is associated with its one reportable segment. Intangible assets with indefinite lives relate to

the Company's trademarks.
Intangible Assets with Definite Lives
Intangible assets with definite lives relate to the following (in thousands):

Cost Accun?ula.ted
Amortization
Technology $116,600 $ (28,033 ) $88,567
Customer lists 80,200 (9,773 ) 70,427
Trademarks and tradenames 18,042 (4,593 ) 13,449
Website content 51,000 (9,717 ) 41,283
Other 256 (252 ) 4
Balance at March 31,2019 $266,098 $ (52,368 ) $213,730
Accumulated
Cost .
Amortization
Technology $112,400 $ (21,022 ) $91,378
Customer lists 80,200 (7,746 ) 72,454
Trademarks and tradenames 16,742 (3,730 ) 13,012
Website content 24,900 (6,192 ) 18,708
Other 256 (251 )5

Balance at December 31, 2018 $234,498 $ (38,941 ) $195,557

See Note 6—Assets Held for Sale for tenant leases classified as held for sale during the fourth quarter of 2018.

11
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LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

Amortization of intangible assets with definite lives is computed on a straight-line basis and, based on balances as of
March 31, 2019, future amortization is estimated to be as follows (in thousands):

Amortization
Expense
Remainder of current year $ 41,844
Year ending December 31, 2020 53,179
Year ending December 31, 2021 42,839
Year ending December 31, 2022 25,356
Year ending December 31, 2023 8,702
Thereafter 41,810

Total intangible assets with definite lives, net $ 213,730

NOTE 6—ASSETS HELD FOR SALE

In December 2016, the Company acquired two office buildings in Charlotte, North Carolina for $23.5 million in cash,
which included $0.1 million in acquisition-related costs which were capitalized. The buildings were acquired with the
intent to use such buildings as the Company's corporate headquarters and rent any unused space.

In November 2018, the Company's Board of Directors approved a plan to sell the two office buildings. The properties
are classified as current assets held for sale in the consolidated balance sheets for March 31, 2019 and December 31,
2018. In February 2019, the Company agreed to sell these buildings to an unrelated third party, which agreement was
amended in March 2019. The agreement as amended provides for a sale price of $24.5 million subject to prorations
and adjustments. The sale is expected to be finalized in the second quarter of 2019. These properties are associated
with the Company's one reportable segment.

Property and equipment classified as held for sale during each of March 31, 2019 and December 31, 2018 is as
follows (in thousands):

Amount
Land $5,818
Building 14,984
Site improvements 950
Computer equipment and capitalized software 166
Furniture and other equipment 145
Total gross property and equipment 22,063
Accumulated depreciation (1,278 )
Total property and equipment, net $20,785

Intangible assets classified as held for sale during each of March 31, 2019 and December 31, 2018 is as follows (in
thousands):
Amount
Tenant leases $ 961
Total gross intangible assets 961
Accumulated amortization (468 )
Total intangible assets, net $ 493
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NOTE 7—BUSINESS ACQUISITIONS

2019 Acquisition

ValuePenguin

On January 10, 2019, the Company acquired Value Holding, Inc., the parent company of ValuePenguin Inc.
("ValuePenguin"), a personal finance website that offers consumers objective analysis on a variety of financial topics
from insurance to credit cards. The Company made an upfront cash payment of $106.1 million at the closing of the
transaction, funded through $90.0 million drawn on the Company's Revolving Credit Facility and the balance using
cash on hand. The Company has estimated a preliminary purchase price of $106.2 million, comprised of the upfront
cash payment of $106.1 million and an estimated $0.1 million post-closing adjustment to working capital.

The acquisition has been accounted for as a business combination. The preliminary allocation of purchase price to the
assets acquired and liabilities assumed is as follows (in thousands):

Preliminary
Fair Value
Net working capital $2,820
Fixed assets 68
Intangible assets 31,600
Goodwill 71,422
Net noncurrent assets 322

Total preliminary purchase price $ 106,232
The Company primarily used the income approach for the valuation as appropriate, and used valuation inputs in these
models and analyses that were based on market participant assumptions. Market participants are buyers and sellers
unrelated to the Company and fair value is determined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction at the measurement date.
The acquired intangible assets are definite-lived assets consisting of developed technology, content and trademarks
and tradenames. The estimated fair values of the developed technology were determined using cost replacement
analysis, the content was determined using excess earnings analysis, and the trademarks and tradenames were
determined using relief from royalty analysis. The fair value of the intangible assets with definite lives are as follows
(dollars in thousands):

PreliminaryWeighted Average

Fair Value Amortization Life

Technology $4200 3 years
Content 26,100 3 years
Trademarks and tradenames 1,300 5 years

Total intangible assets $ 31,600 3.1 years

As of March 31, 2019, the Company has not completed its determination of the final purchase price or the final
allocation of the purchase price to the assets and liabilities of the acquisition. The purchase price and final allocation
of purchase price is expected to be finalized in 2019. Any adjustment to the preliminary purchase price or the assets
and liabilities assumed with the acquisition will adjust goodwill.

The Company recorded preliminary goodwill of $71.4 million, which represents the excess of the purchase price over
the estimated fair value of tangible and intangible assets acquired, net of the liabilities assumed. The goodwill is
primarily attributable to ValuePenguin as a going concern, which represents the ability of the Company to earn a
higher return on the collection of assets and business of ValuePenguin than if those assets and business were to be
acquired and managed separately. The benefit of access to the workforce is an additional element of goodwill. The
goodwill is recorded in the Company’s one reportable segment. For income tax purposes, the Company has
preliminarily accounted for the acquisition as an asset purchase which would indicate the

21



13

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

22



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

Table of Contents

LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

goodwill will be tax deductible. However, the Company has not yet completed an assessment in order to make a tax
election that could impact the tax purchase accounting for the acquisition.

Subsequent to the acquisition date, the Company’s consolidated results of operations include the results of the acquired
ValuePenguin business. In the first quarter of 2019, revenue of $5.4 million and net income from continuing
operations of $1.9 million have been included in the Company’s consolidated results of operations. Acquisition-related
costs were $0.1 million in the first quarter of 2019, and are included in general and administrative expense on the
consolidated statement of operations and comprehensive income.

2018 Acquisitions

QuoteWizard

On October 31, 2018, the Company acquired QuoteWizard.com, LLC ("QuoteWizard"), one of the largest insurance
comparison marketplaces in the growing online insurance advertising market. QuoteWizard services clients by driving
consumers to insurance companies’ websites, providing leads to agents and carriers, as well as phone transfers of
consumers into carrier call centers.

The Company paid $299.9 million in initial cash consideration, funded through $174.9 million of cash on hand and
$125.0 million drawn on the Revolving Credit Facility, and could make up to three additional earnout payments, each
ranging from zero to $23.4 million, based on certain defined operating results during the earnout periods November 1,
2018 through October 31, 2019, November 1, 2019 through October 31, 2020, and November 1, 2020 through
October 31, 2021. These additional payments, to the extent earned, will be payable in cash. The Company has
estimated a preliminary purchase price of $313.4 million, comprised of the upfront cash payment of $299.9

million, $13.9 million for the estimated fair value of the earnout payments, and an estimated $0.4 million post-closing
reduction to working capital.

As of March 31, 2019, the estimated fair value of the contingent consideration totaled $35.1 million, of which $21.5
million is included in current contingent consideration and $13.6 million is included in non-current contingent
consideration in the accompanying consolidated balance sheet. The estimated fair value of the contingent
consideration payments is determined using an option pricing model. The estimated value of the contingent
consideration is based upon available information and certain assumptions, known at the time of this report, which
management believes are reasonable. Any differences in the actual contingent consideration payments will be
recorded in operating income in the consolidated statements of operations and comprehensive income. During the first
quarter of 2019, the Company recorded $14.4 million of contingent consideration expense in the consolidated
statement of operations and comprehensive income due to the change in estimated fair value of the contingent
consideration.

The acquisition has been accounted for as a business combination. The preliminary allocation of purchase price to the
assets acquired and liabilities assumed is as follows (in thousands):

Preliminary

Fair Value
Net working capital $ 8,383
Fixed assets 1,509
Intangible assets 120,400
Goodwill 183,046
Other noncurrent assets 17

Total preliminary purchase price $ 313,355

The Company primarily used the income approach for the valuation as appropriate, and used valuation inputs in these
models and analyses that were based on market participant assumptions. Market participants are buyers and sellers
unrelated to the Company and fair value is determined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction at the measurement date.
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The acquired intangible assets are definite-lived assets consisting of developed technology, customer relationships,
content and trademarks and tradenames. The estimated fair values of the developed technology were determined using
excess earnings analysis, the customer relationships were determined using the distributor method, the content was
determined using cost replacement analysis, and the trademarks and tradenames were determined using relief from
royalty analysis. The fair value of the intangible assets with definite lives are as follows (dollars in thousands):
PreliminaryWeighted Average
Fair Value Amortization Life

Technology $68,900 4 years
Customer lists 42,700 14.7 years
Content 1,000 3 years
Trademarks and tradenames 7,800 5 years

Total intangible assets $ 120,400 7.9 years
As of March 31, 2019, the Company has not completed its determination of the final purchase price or the final
allocation of the purchase price to the assets and liabilities of the acquisition. The purchase price and final allocation
of purchase price is expected to be finalized in the second quarter of 2019. Any adjustment to the preliminary
purchase price or the assets and liabilities assumed with the acquisition will adjust goodwill.
The Company recorded preliminary goodwill of $183.0 million, which represents the excess of the purchase price
over the estimated fair value of tangible and intangible assets acquired, net of the liabilities assumed. The goodwill is
primarily attributable to QuoteWizard as a going concern, which represents the ability of the Company to earn a
higher return on the collection of assets and business of QuoteWizard than if those assets and business were to be
acquired and managed separately. The benefit of access to the workforce is an additional element of goodwill. The
goodwill is recorded in the Company’s one reportable segment. For income tax purposes, the acquisition was an asset
purchase and the goodwill will be tax deductible.
The unaudited pro forma financial results for the first quarter of 2018 below combine the consolidated results of the
Company and QuoteWizard, giving effect to the acquisition as if it had been completed on January 1, 2017. This
unaudited pro forma financial information is presented for informational purposes only and is not indicative of future
operations or results had the acquisition been completed as of January 1, 2017, or any other date.
The unaudited pro forma financial results include adjustments for additional amortization expense based on the fair
value of the intangible assets with definite lives and their estimated useful lives, as well as changes in depreciation
expense associated with the change in fair value of the property, plant and equipment recorded in relation to the
acquisition. Interest expense was adjusted to eliminate historical interest associated with QuoteWizard's revolving
credit facility and notes payable that were not assumed with the acquisition, as well as reflect incremental interest
expense associated with debt issued to finance the acquisition. The provision for income taxes from continuing
operations has also been adjusted to reflect taxes on the historical results of operations of QuoteWizard. QuoteWizard
did not pay taxes at the entity level as it was a limited liability company whose members elected for it to be taxed as a
partnership.

Three

Months

Ended

March 31,

2018

(in

thousands)
Pro forma revenue $218,757
Pro forma net income from continuing operations $ 35,600
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Acquisition-related costs incurred by the Company and QuoteWizard that are directly attributable to the acquisition,

and which will not have an ongoing impact, have been eliminated from the unaudited pro forma net income from
continuing operations for the first quarter of 2018.
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Ovation

On June 11, 2018, the Company acquired Ovation Credit Services, Inc., a leading provider of credit services with a
strong customer service reputation. Ovation utilizes a proprietary software application that facilitates the credit repair
process and is integrated directly with certain credit bureaus while educating consumers on credit improvement via
ongoing outreach with Ovation case advisors. The proprietary software application offers consumers a simple,
streamlined process to identify, dispute, and correct inaccuracies within their credit reports.

The Company paid $12.2 million in initial cash consideration and could make up to two additional earnout payments,
each ranging from zero to $4.375 million, based on certain defined operating metrics during the earnout periods July
1, 2018 through June 30, 2019 and July 1, 2019 through June 30, 2020. These additional payments, to the extent
earned, will be payable in cash. The purchase price of $17.9 million is comprised of the upfront cash payment

of $12.2 million, $5.8 million for the estimated fair value of the earnout payments, and a $0.1 million post-closing
receipt for working capital settlement.

As of March 31, 2019, the estimated fair value of the contingent consideration totaled $6.8 million, of which $4.1
million is included in current contingent consideration and $2.7 million is included in non-current contingent
consideration in the accompanying consolidated balance sheet. The estimated fair value of the contingent
consideration payments is determined using an option pricing model. The estimated value of the contingent
consideration is based upon available information and certain assumptions, known at the time of this report, which
management believes are reasonable. Any differences in the actual contingent consideration payments will be
recorded in operating income in the consolidated statements of operations and comprehensive income. During the first
quarter of 2019, the Company recorded a gain of $0.6 million in the consolidated statement of operations and
comprehensive income due to the change in estimated fair value of the contingent consideration.

The acquisition has been accounted for as a business combination. The preliminary allocation of purchase price to the
assets acquired and liabilities assumed is as follows (in thousands):

Preliminary

Fair Value
Net working capital $323
Fixed assets 76
Intangible assets 8,900
Goodwill 11,260
Net deferred tax liabilities (2,688 )
Total purchase price $17,871

The Company primarily used the income approach for the valuation as appropriate, and used valuation inputs in these
models and analyses that were based on market participant assumptions. Market participants are buyers and sellers
unrelated to the Company and fair value is determined as the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction at the measurement date.
The acquired intangible assets are definite-lived assets consisting of developed technology, customer relationships and
trademarks and tradenames. The estimated fair values of the developed technology were determined using excess
earnings analysis, the customer relationships were determined using cost savings analysis and the trademarks and
tradenames were determined using relief from royalty analysis. The fair value of the intangible assets with definite
lives are as follows (dollars in thousands):

Fair Weighted Average

Value Amortization Life
Technology $6,0007 years
Customer lists 1,900 1 year
Trademarks and tradenames 1,000 4 years
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Total intangible assets $8,9005.4 years

As of March 31, 2019, the Company has not completed its determination of the final allocation of the purchase price
to the assets and liabilities of the acquisition. The final allocation of purchase price is expected to be finalized in the
second quarter of 2019. Any adjustment to the assets and liabilities assumed with the acquisition will adjust goodwill.

16

28



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

Table of Contents

LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

The Company recorded preliminary goodwill of $11.3 million, which represents the excess of the purchase price over
the estimated fair value of tangible and intangible assets acquired, net of the liabilities assumed. The goodwill is
primarily attributable to Ovation as a going concern, which represents the ability of the Company to earn a higher
return on the collection of assets and business of Ovation than if those assets and business were to be acquired and
managed separately. The benefit of access to the workforce is an additional element of goodwill. The goodwill is
recorded in the Company’s one reportable segment. For income tax purposes, the acquisition was an equity purchase
and the goodwill will not be tax deductible.

Changes in Contingent Consideration

SnapCap

On September 19, 2017, the Company acquired certain assets of Snap Capital LLC, which does business under the
name SnapCap (“SnapCap”). SnapCap, a tech-enabled online platform, connects business owners with lenders offering
small business loans, lines of credit and merchant cash advance products through a concierge-based sales approach.
The Company paid $11.9 million of initial cash consideration and could make up to three additional contingent
consideration payments, each ranging from zero to $3.0 million, based on certain defined operating results during the
periods of October 1, 2017 through September 30, 2018, October 1, 2018 through September 30, 2019 and October 1,
2019 through March 31, 2020. These additional payments, to the extent earned, will be payable in cash.

In the first quarter of 2019, the Company paid $3.0 million related to the earnout payment for the period of October 1,
2017 through September 30, 2018, which is included within cash flows from financing activities on the consolidated
statement of cash flows.

As of March 31, 2019, the estimated fair value of the contingent consideration totaled $5.3 million, of which $2.9
million is included in current contingent consideration and $2.4 million is included in non-current contingent
consideration in the accompanying consolidated balance sheet. The estimated fair value of the contingent
consideration payments is determined using an option pricing model. The estimated value of the contingent
consideration is based upon available information and certain assumptions, known at the time of this report, which
management believes are reasonable. Any differences in the actual contingent consideration payments will be
recorded in operating income in the consolidated statements of operations and comprehensive income. During the first
quarters of 2019 and 2018, the Company recorded contingent consideration expense of $1.6 million and a gain of $2.1
million, respectively, in the consolidated statements of operations and comprehensive income due to the change in
estimated fair value of the contingent consideration.

DepositAccounts

On June 14, 2017, the Company acquired substantially all of the assets of Deposits Online, LLC, which does business
under the name DepositAccounts.com (“DepositAccounts”). DepositAccounts is a leading consumer-facing media
property in the depository industry and is one of the most comprehensive sources of depository deals and analysis on
the Internet, covering all major deposit product categories through editorial content, programmatic rate tables and
user-generated content.

The Company paid $24.0 million of initial cash consideration and could make additional contingent consideration
payments of up to $9.0 million. The potential contingent consideration payments are comprised of (i) up

to seven payments of $1.0 million each based on specified increases in Federal Funds interest rates during the period
commencing on the closing date and ending on June 30, 2020 and (ii) a one-time performance payment of up to $2.0
million based on the net revenue of deposit products during the period of January 1, 2018 through December 31, 2018.
These additional payments, to the extent earned, will be payable in cash.

In the third quarter of 2017, the Company made a payment of $1.0 million associated with a specified increase in the
Federal Funds rate in June 2017. In each of the four quarters of 2018, the Company paid $1.0 million associated with
specified increases in the Federal Funds rate in December 2017, March 2018, June 2018 and September 2018,
respectively. In the first quarter of 2019, the Company paid $1.0 million associated with a specified increase in the
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Federal Funds rate in December 2018, which is included within cash flows from operating activities on the
consolidated statement of cash flows.

As of March 31, 2019, the estimated fair value of the contingent consideration totaled $2.2 million, which is included
in current contingent consideration in the accompanying consolidated balance sheet. The estimated fair value of the
portion of the contingent consideration payments based on increases in interest rates is determined using a scenario
approach based on the interest rate forecasts of Federal Open Market Committee participants. The estimated value of
the contingent consideration is based upon
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available information and certain assumptions, known at the time of this report, which management believes are
reasonable. Any differences in the actual contingent consideration payments will be recorded in operating income in
the consolidated statements of operations and comprehensive income. During the first quarters of 2019 and 2018, the
Company recorded a gain of $0.8 million and expense of $0.9 million, respectively, in the consolidated statements of
operations and comprehensive income due to the change in estimated fair value of the contingent consideration.
In April 2019, the Company paid $2.0 million associated with the one-time performance payment based on the net
revenue of deposit products during the period of January 1, 2018 through December 31, 2018.
Pro forma Financial Results
The unaudited pro forma financial results for the first quarters of 2019 and 2018 combine the consolidated results of
the Company and Ovation, Student Loan Hero, Inc. (“Student Loan Hero”), QuoteWizard and ValuePenguin, giving
effect to the acquisitions as if the Ovation, Student Loan Hero and QuoteWizard acquisitions had been completed on
January 1, 2017, and as if the ValuePenguin acquisition had been completed on January 1, 2018. This unaudited pro
forma financial information is presented for informational purposes only and is not indicative of future operations or
results had the acquisitions been completed as of January 1, 2017 or 2018, or any other date.
The unaudited pro forma financial results include adjustments for additional amortization expense based on the fair
value of the intangible assets with definite lives and their estimated useful lives. Depreciation expense and interest
expense was adjusted for the impact of the QuoteWizard acquisition, as described above. Interest expense was also
adjusted to reflect incremental interest associated with debt issued to finance the ValuePenguin acquisition. The
provision for income taxes from continuing operations has been adjusted to reflect taxes on the historical results of
operations of QuoteWizard. QuoteWizard did not pay taxes at the entity level as it was a limited liability company
whose members elected for it to be taxed as a partnership.

Three Months

Ended

March 31,

2019 2018

(in thousands)
Pro forma revenue $262.905 $229,884
Pro forma net income from continuing operations $241 $35,616
The unaudited pro forma net income from continuing operations in the first quarter of 2019 includes the aggregate
after tax contingent consideration expense associated with the DepositAccounts, SnapCap, Ovation and QuoteWizard
earnouts of $10.6 million. The unaudited pro forma net income from continuing operations in the first quarter of 2018
includes the aggregate after tax contingent consideration gain associated with the DepositAccounts and SnapCap
earnouts of $0.9 million.
The unaudited pro forma net income from continuing operations for the first quarter of 2018 has been adjusted to
include acquisition-related costs of $0.5 million incurred by the Company that are directly attributable to the
ValuePenguin acquisition, and which will not have an ongoing impact. Accordingly, such acquisition-related costs
have been eliminated from the unaudited pro forma net income from continuing operations for the first quarter of
2019. Acquisition-related costs incurred by the Company and QuoteWizard that are directly attributable to the
Ovation and QuoteWizard acquisitions, and which will not have an ongoing impact, have been eliminated from the
unaudited pro forma net income from continuing operations for the first quarter of 2018.
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NOTE 8—ACCRUED EXPENSES AND OTHER CURRENT LIABILITIES
Accrued expenses and other current liabilities consist of the following (in thousands):
March 31, December 31,

2019 2018
Accrued advertising expense $59,224 $ 60,268
Accrued compensation and benefits 12,831 6,381
Accrued professional fees 1,290 2,549
Customer deposits and escrows 6,797 6,913
Contribution to LendingTree Foundation 3,333 3,333
Current lease liabilities 4,695 —
Other 17,837 13,746

Total accrued expenses and other current liabilities $106,007 $ 93,190

NOTE 9—LEASES

The Company is a lessee to leases of corporate offices and certain office equipment. The majority of leases for
corporate offices include one or more options to renew, with renewal terms ranging from three to five years. These
renewal options have not been included in the calculation of right-of-use assets and lease liabilities, as the Company is
not reasonably certain of the exercise of these renewal options. The Company used its incremental borrowing rate to
calculate the right-of-use asset and lease liability for each lease.

As of March 31, 2019, right-of use assets totaling $11.2 million are included in other non-current assets and lease
liabilities totaling $13.0 million are included in accrued expenses and other current liabilities and other non-current
liabilities in the accompanying balance sheet.
Lease expense, which is included in general and administrative expense on the accompanying consolidated statements
of operations and comprehensive income, consists of the following (in thousands):

Three

Months

Ended

March

31,

2019
Operating lease cost $ 1,263
Short-term lease cost 39
Total lease cost $1,302

Weighted average remaining lease term and discount rate for operating leases are as follows:

March 31,

2019
Weighted average remaining lease term 3.5 years
Weighted average discount rate 5.1 %

Supplemental cash flow information related to leases is as follows (in thousands):
Three
Months
Ended
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March
31,
2019
Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flows from operating leases $1,292
Right-of-use assets obtained in exchange for new operating lease liabilities $ 3,534
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Maturities of lease liabilities as of March 31, 2019 is as follows (in thousands):
Operating
Leases

Remainder of current year $3,971

Year ending December 31, 2020 4,248

Year ending December 31, 2021 2,298

Year ending December 31, 2022 1,913

Year ending December 31, 2023 1,552

Thereafter 343
Total lease payments 14,325
Less: Interest 1,295

Present value of lease liabilities $ 13,030
Future minimum payments as of December 31, 2018 under operating lease agreements having an initial or remaining
non-cancelable lease term in excess of one year are as follows (in thousands):
Amount
Year ending December 31, 2019 $ 4,406
Year ending December 31, 2020 3,188
Year ending December 31, 2021 1,094
Year ending December 31, 2022 736
Year ending December 31, 2023 228
Total $9,652
The Company operates as a lessor in connection with the office buildings in Charlotte, North Carolina acquired in
December 2016. See Note 6—Assets Held for Sale for further information on the office buildings.
Future rental income from the building tenants as of March 31, 2019 under operating lease agreements having an
initial or remaining non-cancelable lease term in excess of one year are as follows (in thousands):
Amount
Remainder of current year $531
Year ending December 31, 2020 726
Year ending December 31, 2021 324
Year ending December 31, 2022 116
Year ending December 31, 2023 113
Thereafter 74
Total $1,884
Rental income of $0.2 million in each of the first quarters of 2019 and 2018, respectively, is included in other income
on the accompanying consolidated statements of operations and comprehensive income.
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Future rental income from the building tenants as of December 31, 2018 under operating lease agreements having an

initial or remaining non-cancelable lease term in excess of one year are as follows (in thousands):
Amount

Year ending December 31, 2019 $ 657

Year ending December 31, 2020 673

Year ending December 31, 2021 269

Year ending December 31, 2022 59

Year ending December 31, 2023 56

Thereafter 65

Total $1,779

NOTE 10—SHAREHOLDERS' EQUITY

Basic and diluted income per share was determined based on the following share data (in thousands):

Three Months

Ended

March 31,

2019 2018
Weighted average basic common shares 12,718 12,090
Effect of stock options 686 1,559
Effect of dilutive share awards 161 213
Effect of Convertible Senior Notes and warrants 621 986
Weighted average diluted common shares 14,186 14,848

For the first quarter of 2019, the weighted average shares that were anti-dilutive, and therefore excluded from the
calculation of diluted income per share, included options to purchase 0.4 million shares of common stock. For the first
quarter of 2018, the weighted average shares that were anti-dilutive included options to purchase 0.3 million shares of
common stock.

The 0.625% Convertible Senior Notes due June 1, 2022 and the warrants issued by the Company in 2017 could be
converted into the Company’s common stock in the future, subject to certain contingencies. See Note 13—Debt for
additional information.

Common Stock Repurchases

In each of January 2010, May 2014, January 2016, February 2016, February 2018 and February 2019, the board of
directors authorized and the Company announced the repurchase of up to $10.0 million, $10.0 million, $50.0 million,
$40.0 million, $100.0 million and $150.0 million, respectively, of LendingTree's common stock. During the first
quarters of 2019 and 2018, the Company purchased 17,501 and 30,416 shares, respectively, of its common stock for
aggregate consideration of $4.0 million and $11.0 million, respectively. At March 31, 2019, approximately $181.2
million of the previous authorizations to repurchase common stock remain available.
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NOTE 11—STOCK-BASED COMPENSATION
Non-cash compensation related to equity awards is included in the following line items in the accompanying
consolidated statements of operations and comprehensive income (in thousands):
Three Months
Ended
March 31,
2019 2018
Cost of revenue $153  $58
Selling and marketing expense 1,749 1,501
General and administrative expense 10,221 8,739

Product development 1,930 811
Total non-cash compensation $14,053 $11,109
Stock Options
A summary of changes in outstanding stock options is as follows:
Weighted Weighted
Number Average  Aggregate
Average o .
of ; Remaining Intrinsic
. Exercise
Options . Contractual Value®@
Price
Term
(per . (in
option) (in years) thousands)
Options outstanding at January 1, 2019 940,533 $ 65.12
Granted ® 35,392  310.93
Exercised (58,265 ) 30.13
Forfeited (17,520) 337.78
Expired — —
Options outstanding at March 31, 2019 900,140 71.74 4.97 $252,048
Options exercisable at March 31, 2019 724,395 $ 32.71 4.05 $231,035

The aggregate intrinsic value represents the total pre-tax intrinsic value (the difference between the Company's
closing stock price of $351.56 on the last trading day of the quarter ended March 31, 2019 and the exercise price,
(a) multiplied by the number of shares covered by in-the-money options) that would have been received by the option
holder had the option holder exercised these options on March 31, 2019. The intrinsic value changes based on the
market value of the Company's common stock.
During the three months ended March 31, 2019, the Company granted stock options to certain employees with a
(b)weighted average grant date fair value per share of $161.64, calculated using the Black-Scholes option pricing
model, which vesting periods include (a) three years from the grant date and (b) four years from the grant date.
For purposes of determining stock-based compensation expense, the weighted average grant date fair value per share
of the stock options was estimated using the Black-Scholes option pricing model, which requires the use of various
key assumptions. The weighted average assumptions used are as follows:
Expected term (D 6.00 - 6.25 years
Expected dividend @  —
Expected volatility @ 51 - 52%
Risk-free interest rate 4 2.52% - 2.55%
(1) The expected term of stock options granted was calculated using the "Simplified Method," which utilizes the
midpoint between the weighted average time of vesting and the end of the contractual term. This method was
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utilized for the stock options due to a lack of historical exercise behavior by the Company's employees.
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For all stock options granted in 2019, no dividends are expected to be paid over the contractual term of the stock

The expected volatility rate is based on the historical volatility of the Company's common

2) options, resulting in a zero expected dividend rate.
) stock.
“)

Stock Options with Performance Conditions

The risk-free interest rate is specific to the date of grant. The risk-free interest rate is based on U.S. Treasury yields
for notes with comparable expected terms as the awards, in effect at the grant date.

A summary of changes in outstanding stock options with performance conditions is as follows:

Number of

Options with

Weighted
Average  Aggregate
Remaining Intrinsic

Weighted
Average

Perfo?r.nance Ex.ercise Contractual Value®
Conditions  Price
Term
(per . (in
option) (in years) thousands)
Options outstanding at January 1, 2019 37,877 $308.90
Granted — —
Exercised — —
Forfeited — —
Expired (11,876 ) 308.90
Options outstanding at March 31, 2019 26,001 30890 8.70 $ 1,109
Options exercisable at March 31, 2019 — $— 0.00 $ —

The aggregate intrinsic value represents the total pre-tax intrinsic value (the difference between the Company's

closing stock price of $351.56 on the last trading day of the quarter ended March 31, 2019 and the exercise price,
(a) multiplied by the number of shares covered by in-the-money options) that would have been received by the option

holder had the option holder exercised these options on March 31, 2019. The intrinsic value changes based on the

market value of the Company's common stock.
Stock Options with Market Conditions

A summary of changes in outstanding stock options with market conditions is as follows:

Number of
Options
with
Market
Conditions

447,193
16,247

Options outstanding at January 1, 2019
Granted ®

Exercised

Forfeited

Expired

Options outstanding at March 31, 2019 463,440
Options exercisable at March 31, 2019 —

Weighted Weighted
Average  Aggregate
Average o .
A Remaining Intrinsic
Exercise
. Contractual Value®
Price
Term
(per . (in
option) (in years) thousands)
$200.51
308.96
204.31 842 $ 68,602
$— 0 $—

(a) The aggregate intrinsic value represents the total pre-tax intrinsic value (the difference between the Company's
closing stock price of $351.56 on the last trading day of the quarter ended March 31, 2019 and the exercise price,
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multiplied by the number of shares covered by in-the-money options) that would have been received by the option
holder had the option holder exercised these options on March 31, 2019. The intrinsic value changes based on the
market value of the Company's common stock.

39



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

Table of Contents

LENDINGTREE, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS (Continued)

(b)During the three months ended March 31, 2019, the Company granted stock options with a grant date fair value per
share of $230.81, calculated using the Monte Carlo simulation model, which has a vesting date of March 31, 2023.
For purposes of determining stock-based compensation expense, the grant date fair value per share of the stock
options was estimated using the Monte Carlo simulation model, which requires the use of various key assumptions.
The assumptions used are as follows:
Expected term (D 7.00 years
Expected dividend @  —
Expected volatility @ 51%
Risk-free interest rate 4 2.54%
(I)The expected term of stock options with a market condition granted was calculated using the midpoint between the
time of vesting and the end of the contractual term.
For all stock options with a market condition granted in 2019, no dividends are expected to be paid over the
contractual term of the stock options, resulting in a zero expected dividend rate.
The expected volatility rate is based on the historical volatility of the Company's common
stock.
( 4)The risk-free interest rate is specific to the date of grant. The risk-free interest rate is based on U.S. Treasury yields
for notes with comparable expected terms as the awards, in effect at the grant date.
A maximum of 773,945 shares may be earned for achieving superior performance up to 167% of the target number of
shares. As of March 31, 2019, performance-based nonqualified stock options with a market condition of 312,008 had
been earned, which have a vest date of September 30, 2022.
Restricted Stock Units
A summary of changes in outstanding nonvested restricted stock units ("RSUs") is as follows:
RSUs

2
3)

Weighted
Number Average
of Units Grant Date

Fair Value

(per unit)
Nonvested at January 1, 2019 201,568 $ 225.48
Granted 47,007  305.25
Vested (45,810) 189.14
Forfeited (14,093 ) 290.95

Nonvested at March 31, 2019 188,672 $ 249.29
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Restricted Stock Units with Performance Conditions
A summary of changes in outstanding nonvested RSUs with performance conditions is as follows:
RSUs with
Performance
Conditions
Weighted
Number Average
of Units Grant Date

Fair Value
(per unit)
Nonvested at January 1, 2019 92,481 $ 182.28
Granted — —
Vested — —
Forfeited (2,265 ) 308.90

Nonvested at March 31, 2019 90,216 $ 179.10
Restricted Stock Awards with Performance Conditions
A summary of changes in outstanding nonvested restricted stock awards ("RSAs") with performance conditions is as
follows:
RSAs with
Performance
Conditions
Number Weighted
of Average
Awards Grant Date
Fair Value
(per unit)
Nonvested at January 1, 2019 71,412 $ 340.25
Granted — —
Vested (5,951) 340.25
Forfeited — —
Nonvested at March 31, 2019 65,461 $ 340.25

Restricted Stock Awards with Market Conditions
A summary of changes in outstanding nonvested RSAs with market conditions is as follows:
RSAs with Market
Conditions
NumberWeighted
of Average
Awards Grant Date
Fair Value
(per unit)
Nonvested at January 1, 2019 26,674 $ 340.25
Granted — —
Vested — —
Forfeited — —
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