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The information in this prospectus supplement is not complete and may be changed. We may not sell these securities
until the registration statement filed with the Securities and Exchange Commission is effective. This prospectus
supplement and the accompanying prospectus are not an offer to sell these securities and it is not soliciting an offer to
buy these securities in any state where the offer or sale is not permitted.

Filed Pursuant to Rule 424(b)(5)
Registration No. 333-187185

Subject to Completion, dated November 13, 2013

PROSPECTUS SUPPLEMENT
(To Prospectus dated May 2, 2013)

5,650,000 Shares

Sapiens International Corporation N.V.

Common Shares

This is an offering of 5,650,000 common shares of Sapiens International Corporation N.V.

Our shares trade on the NASDAQ Capital Market and the Tel Aviv Stock Exchange under the symbol SPNS. The last
reported trading price of our shares on the NASDAQ Capital Market on November 12, 2013 was $6.87.

Investing in the common shares involves risks. See Risk Factors section beginning on page S-8 of this prospectus
supplement, on page 3 of the accompanying prospectus and in the documents incorporated by reference.

Per Share Total

Price to the public $ $
Underwriting discounts and commissions $ $
Proceeds to us (before expenses) $ $

We have granted the underwriters the option to purchase 847,500 additional shares on the same terms and conditions
set forth above, for 30 days after the date of this prospectus supplement.

Neither the Securities and Exchange Commission, the Israeli Securities Authority nor any state securities commission
has approved or disapproved of these securities or determined if this prospectus supplement or the accompanying

prospectus is truthful or complete. Any representation to the contrary is a criminal offense.

Barclays expects to deliver the shares on or about , 2013.
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ABOUT THIS PROSPECTUS SUPPLEMENT

This prospectus supplement and the accompanying prospectus are part of a registration statement that we filed with
the Securities and Exchange Commission, or SEC, utilizing a shelf registration process. This document is in two parts.
The first part is the prospectus supplement, which describes the specific terms of this offering. The second part is the
prospectus, which provides more general information about securities we may offer from time to time, some of which
may not apply to this offering. Generally, when we refer to this prospectus, we are referring to both parts of this
document combined. We urge you to carefully read this prospectus supplement and the prospectus, and the documents
incorporated by reference therein and herein, before buying any of the securities being offered under this prospectus
supplement. This prospectus supplement may add or update information contained in the prospectus and the
documents incorporated by reference therein or herein. To the extent that any statement we make in this prospectus
supplement is inconsistent with statements made in the accompanying prospectus or any documents incorporated by
reference therein or herein that were filed before the date of this prospectus supplement, the statements made in this
prospectus supplement will be deemed to modify or supersede those made in the accompanying prospectus and such
documents incorporated by reference therein or herein.

You should rely only on the information contained or incorporated by reference in this prospectus supplement and the
accompanying prospectus, or contained in any free writing prospectus prepared by us or on our behalf. We have not,
and the underwriters have not, authorized anyone to provide you with different information. The distribution of this
prospectus supplement and sale of these securities in certain jurisdictions may be restricted by law. We are not making
an offer to sell these securities in any jurisdiction where the offer or sale is not permitted. This prospectus supplement
and the accompanying prospectus are not, and under no circumstances are to be construed as an advertisement or a
public offering of securities in Israel. Any public offer or sale of securities in Israel may be made only in accordance
with the Israeli Securities Law-1968, or the Israeli Securities Law (which requires, among others, the filing of a
prospectus in Israel or an exemption therefrom). Persons in possession of this prospectus supplement or the
accompanying prospectus are required to inform themselves about and observe any such restrictions. You should
assume that the information appearing in this prospectus supplement, the accompanying prospectus and the documents
incorporated by reference in this prospectus supplement and the accompanying prospectus, and in any free writing
prospectus that we have authorized for use in connection with this offering, is accurate only as of the date of those
respective documents.

Unless otherwise mentioned or unless the context requires otherwise, all references in this prospectus supplement or
prospectus to our company, the Company, we, us, our, and Sapiens refer to Sapiens International Corporatior

Curagao public limited liability company and its consolidated subsidiaries.

S-ii
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FORWARD-LOOKING STATEMENTS

This prospectus supplement, the accompanying prospectus and the documents incorporated by reference therein and

herein contain forward-looking statements, which involve known and unknown risks and uncertainties. We include

this notice for the express purpose of permitting us to obtain the protections of the safe harbor provided by the Private

Securities Litigation Reform Act of 1995 with respect to all such forward-looking statements. Examples of

forward-looking statements include descriptions and projections concerning: competitive pressures, revenues, growth

prospects (both for our industry and for our company), product development, financial resources and other financial

matters. You can identify these and other forward-looking statements by the use of words such as may, plans, expects,
anticipates, believes, estimates, predicts, intends, potential or the negative of such terms, or other comparable

terminology.

Our ability to predict the results of our operations or the effects of various events on our operating results is inherently
uncertain. Therefore, we caution you to consider carefully the matters described under the caption Risk Factors and
certain other matters discussed in this prospectus supplement, the accompanying prospectus and the documents
incorporated by reference in any of the foregoing. Such factors and many other factors which are beyond the control
of our management could cause our actual results, performance or achievements to be materially different from any
future results, performance or achievements that may be expressed or implied by the forward-looking statements.
Unless we are required to do so under U.S. federal securities laws or other applicable laws, we do not intend to update
or revise any forward-looking statements.

MARKET AND INDUSTRY DATA AND FORECASTS

This prospectus supplement and the accompanying prospectus and the documents incorporated by reference herein

and therein include data, forecasts and information obtained from industry publications and surveys and other
information available to us. Some data is also based on our good faith estimates, which are derived from management s
knowledge of the industry and independent sources. Forecasts and other metrics included in this prospectus

supplement and the accompanying prospectus and the documents incorporated by reference herein and therein to
describe our industry are inherently uncertain and speculative in nature and actual results for any period may

materially differ. We have not independently verified any of the data from third-party sources, nor have we

ascertained the underlying assumptions relied upon therein. While we are not aware of any misstatements regarding

the industry data presented in this prospectus supplement or the accompanying prospectus or in the documents
incorporated by reference herein and therein, estimates and forecasts involve uncertainties and risks and are subject to
change based on various factors, including those discussed under the headings Forward-Looking Statements and Risk
Factors in this prospectus supplement.

S-iii
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PROSPECTUS SUPPLEMENT SUMMARY

This summary is not complete and does not contain all of the information that you should consider before investing in
the securities offered by this prospectus supplement. You should read this summary together with the entire prospectus
supplement and the accompanying prospectus, including our financial statements, the notes to those financial
statements and the other documents that are incorporated by reference in this prospectus supplement and the
accompanying prospectus, before making an investment decision. See Risk Factors beginning on page S-8 of this
prospectus supplement, on page 3 of the accompanying prospectus and in the documents incorporated by reference
for a discussion of the risks involved in investing in our securities.

Overview

We are a leading global provider of software solutions for the insurance industry, with an emerging focus on the
broader financial services sector. We offer core software solutions for Property & Casualty/General Insurance, or
P&C, and Life, Annuities, & Pensions, or L&P, providers, allowing them to manage policy administration, claims
management and billing functions. We also provide record-keeping software solutions for providers of Retirement

Services and offer a variety of technology-based solutions that enable organizations to deploy business logic and

comply with policies and regulations across their organizations. Our solutions enable customers to respond to
evolving market needs and regulatory changes, while improving the efficiency of their core operations, thereby
increasing revenues and reducing costs. We believe the market for core software solutions aimed at the P&C and L&P
insurance markets in which we operate will approximate $25.0 billion in 2013.

Many participants in the global insurance markets and financial services are currently experiencing significant
operational challenges due to the lack of flexibility of their legacy policy administration systems. The systems these
providers typically rely on have often been in operation for decades, were designed using outdated programming
languages, or run on legacy hardware. Moreover, these providers often have multiple policy administration systems in
use simultaneously. As a result, many market participants are unable to rapidly innovate, grow by modifying current
products, introduce new products or reach new market segments, and are also unable to achieve operating efficiencies
to reduce costs. Increasingly, many market participants face challenges in responding to the rapidly changing
regulatory environment which, in many instances, requires changes to be made to underlying technology
infrastructures and internal information technology, or IT, processes. We believe that the confluence of changing
market dynamics and evolution of regulatory frameworks will provide us with ongoing opportunities for growth in the
future.

We have developed scalable, configurable, rule-based core software platforms which offer our clients comprehensive
and function-rich solutions. Our solutions allow our customers to support new delivery channels such as mobile and
social, rapidly deploy new products, and improve operational efficiency. As our software is customizable to match
specific business requirements, it supports our customers operations across different market segments, geographies

and regulatory regimes. In addition, our software solutions enable compliance with complex and rapidly evolving
regulations in the insurance and wider financial services industry.

Our technology-based solutions include application development and business decision management platforms. Our

application development platforms allow for the deployment of tailor-made solutions that address unique business
needs for which pre-packaged software solutions may not be available. Our business decision management platform,

PROSPECTUS SUPPLEMENT SUMMARY 6
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Sapiens DECISION, allows business professionals to design, simulate, implement, change and analyze the business
logic that drives financial operations and compliance in a business-friendly format and environment. Our platform
facilitates the swift deployment of new or changed business logic that originates from regulatory updates or market
changes, reduces costs and improves efficiency by shortening the software development lifecycle. This platform
empowers the organization s business users as they manage their business strategy, rules and logic by using business
terms rather than programming language.

We were incorporated in 1982 and completed our initial public offering on NASDAQ in 1992 and the dual-listing our
shares for trading on the Tel Aviv Stock Exchange, or TASE, in 2003. For the nine months ended September 30,
2013, we generated $99.2 million of revenues and $0.21 of earnings per share. We have approximately 900
employees, more than 100 customers and derived 34.5%, 55.3% and 10.2% of our revenue from the Americas, Europe
and Asia-Pacific in the nine months ended September 30, 2013, respectively. On April 27, 2010, we acquired Harcase
Software Limited for total consideration of $3.0 million. On August 21,

S-1
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2011 we significantly enhanced our product offering through the acquisition of FIS Software Ltd, and IDIT I.D.I.
Technologies Ltd. for total consideration of $49.7 million and $31.4 million, respectively.

Our Strengths

We operate in a large market undergoing significant transformation. According to Celent, a research firm (IT
Spending in Insurance A Global Perspective, March 2013), global IT spending by insurance companies is expected to
grow from $140.2 billion in 2013 to $154.5 billion in 2015. In particular, such IT spending on external software and
IT services will total approximately $57.0 billion in 2013, and is expected to increase to $63.7 billion by 2015,
representing a 6% compound annual growth rate from 2013 to 2015. Of these amounts, we believe that our current
total addressable market for core insurance software solutions is approximately $25.0 billion and that it will grow as a
result of the need for insurance carriers and other financial institutions to spend on modern software solutions from
external providers to rectify the operational challenges presented by the inefficiency of their legacy policy
administration systems. Such systems include technical and functional limitations that have an adverse impact on the
ability of carriers to swiftly launch new, innovative products in line with their customers needs and preferences. These
legacy systems also slow down carriers business and geographic expansion and lead to operational inefficiencies
which are translated into increased costs. Furthermore, our customers are operating in a dynamic and changing
regulatory environment. Often, these legacy systems simply do not support new regulatory requirements and put
carriers at risk of non compliance. We believe these challenges will cause an accelerating shift from spending on
legacy systems to new software solutions and a shift from reliance on in-house development to external vendors such
as ourselves.

Comprehensive suite of core solutions. We offer end-to-end solutions for the P&C and L&P markets, supporting all
sub-segments of these markets and the complete lifecycle of product lines on a single system. Our software supports
and enables our customers most fundamental insurance business processes, including policy administration, billing

and claims. In addition, our solutions in the retirement market enable record keeping for retirement services providers,
which are fundamental to their operations. Our business decision management platform is a unique solution for the

management design and simulation of the business logic behind operations and compliance in a wide variety of
organizations. Our platforms are built for global and multi-national operations, and for use in a variety of international
regulatory, language and currency environments.

Innovative products with leading functionality and technology. Our solutions include integrated, flexible,
configurable, scalable and reliable suites of products based on advanced architectures, which are specifically designed
for our customers needs. In addition, our solutions our highly compatible with other software solutions our customers
may use. We allow carriers to support new sales channels, including mobile and social, reduce time to market for new

product launches, and lower total cost of ownership. We have significant investment in research and development to
ensure that our products employ new technology and are compatible with the needs of our clients. As a result, our
products are highly regarded by leading industry analysts, such as Celent and Ovum, for their levels of both
technology and functionality.

Strong, diverse and stable customer base. We currently have more than 100 customers globally, including some of
the world s largest global insurance carriers and financial institutions. Our customer base is well diversified across the
P&C, L&P and retirement services segments. We believe our business decision management solutions are applicable
across the financial industry, and offer an opportunity for further diversification. We derived 34.5%, 55.3% and 10.2%
of our revenue from the Americas, Europe and Asia-Pacific in the nine months ended September 30, 2013 and 30.6%,

Our Strengths 8
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57.8% and 11.6%, respectively, in 2012. Installing a new core system is a major undertaking for insurance carriers,
that involves extended pre-production work and entails a complex integration and implementation effort. Our products
are at the core of our customers business, and therefore our customers are committed to our products, providing us
with long-term relationships that result in revenue stability. Many of our customer relationships have been in place for
more than 10 years and we have benefited from recurring revenues as customers request support, upgrades, and
enhancements for our systems.

Proven management team. Our management team has aggregate industry experience of over 150 years. Our team
possesses a variety of skills in product development, business development, sales, marketing, technology and finance
as well as a unique knowledge of the financial industry. The current management team has been able to achieve our
business and development objectives to date. We have also

S-2
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been successful in retaining key personnel from the companies we acquired and benefit from their experience and
knowledge of the acquired products and technology.

Our Strategy

Our goal is to become a market leader in the global software solutions marketplace for the financial services industry,
with a focus on insurance. We plan to achieve our goals by focusing on the following principles:

Expansion of our sales in existing products and markets. We intend to build upon our existing customer
relationships to sell additional products and to sell our products to additional business units within our customer base.
We believe our strong relationships and track record with our customers position us to successfully grow our sales in

existing products and markets.

Organic growth into new markets. We plan to grow our business by developing new products and marketing our
existing products in new markets. In particular, we believe that there is considerable opportunity to commence and
grow sales of our P&C product suite in the United States and Canada, and also to expand the customer base for
Sapiens DECISION.

Continue to develop long-term relationships with our customers. We intend to strengthen our recurring revenue
model by providing additional solutions, support, maintenance, assistance, and implementation services to our existing
customer base, leveraging on our comprehensive and diversified product suite. We intend to leverage our existing
technologies and familiarity with the industry to develop new products to continue to address our customers evolving
needs, thus strengthening our relationships with them.

Innovation and technology leadership. We plan to continue to enhance our software platform solutions to ensure
they remain leading products in terms of functionality and technology. We believe our focus on innovation and our
industry expertise will enable us to improve our existing product offering as well as to produce new software solutions
for the benefit of our customers and partners. We will continue to leverage the insights and best practices drawn from
our customer base as well as to invest in research and development.

Growth through acquisitions. As part of our growth strategy, we have made and successfully integrated three
acquisitions over the past few years. We will continue to seek and evaluate opportunities to grow through acquisitions
of companies with complementary software solutions, technologies and related intellectual property or customer base.

As various companies in our industry offer differentiated solutions sold to different customers, we believe we may
encounter opportunities to acquire companies or technologies that can be meaningfully synergistic with our solutions.
We will balance investment in such acquisitions with return to investors and allocate our capital resources
accordingly.

Corporate Information

We are a public limited liability company. We were incorporated and registered in the former Netherlands Antilles on
April 6, 1990. Following the dissolution of The Netherlands Antilles in late 2010, we became registered, and currently
operate, under the provisions of the Curacao Civil Code. Our registered office is located at Landhuis Joonchi, Kaya
Richard J. Beaujon z/n, Curagao, and our telephone number in Curagao is +5999-736-6277. United International Trust

N.V.is the Company s agent in Curagao and serves as a member of our Board of Directors. Our principal executive

Our Strategy 10
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office is located at Azrieli Center, 26 Harukmim St., Holon, 5885800 Israel and the telephone number for this office is
+972-3-790-2000. Our agent for service of process in the United States is our subsidiary, Sapiens Americas
Corporation, 4000 CentreGreen Way, Suite 150, Cary, NC 27513, USA. Our website address is
http://www.sapiens.com. The information on our website, however, is not, and should not be deemed to be, a part of
this prospectus supplement.

Throughout this prospectus supplement, we refer to various trademarks, service marks and trade names that we use in
our business. Sapiens® and RapidSure® are two of our registered trademarks. We also have several other registered
trademarks, service marks and pending applications relating to our products. Other trademarks and service marks
appearing in this prospectus are the property of their respective holders.

S-3
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The Offering

Common shares offered by us
5,650,000 common shares (or 6,497,500 common shares if the underwriters exercise their option to purchase
additional shares in full).

Common shares to be outstanding immediately following this offering
45,120,595 common shares (or 45,968,095 common shares if the underwriters exercise their option to purchase
additional shares in full).

Use of proceeds
We estimate that we will receive net proceeds, after deducting the underwriting discount and estimated offering
expenses payable by us, of $36.1 million from the sale by us of common shares in this offering, assuming an
offering price of $6.87 per share, which was the last reported sale price of our common shares as reported on the
NASDAQ Capital Market on November 12, 2013. We intend to use the net proceeds of this offering for general
corporate purposes. General corporate purposes may include, among other things, acquisitions or investments in
complementary companies, products or technologies, additions to working capital, capital expenditures and other
investments. See Use of Proceeds.

Dividend policy
Upon review of our consolidated results of operations, financial condition, cash requirements, future prospects and
other factors, on January 15, 2013, our Board of Directors determined to declare and pay a one-time cash dividend
of $0.15 per common share (or $5.8 million in the aggregate). We currently have no dividend policy and do not
presently anticipate paying dividends within the next twelve months.

NASDAQ Capital Market and TASE symbol

SPNS

Risk factors
See Risk Factors beginning on page_S-8 of this prospectus supplement, beginning on page 3 of the accompanying
prospectus and in the documents incorporated by reference for a discussion of factors you should carefully consider
before deciding to invest in our common shares.
The number of our common shares to be outstanding immediately following the closing of this offering is based on

39,470,595 common shares outstanding as of October 31, 2013 and excludes, as of that date:

1,866,774 and 1,920,731 common shares issuable upon the exercise of outstanding stock options under our 2011
Share Incentive Plan and various other prior incentive plans, respectively, at weighted average exercise prices of
$3.47 and $1.39 per share, respectively;
1,028,000 common shares issuable upon the exercise of outstanding warrants, at a weighted average exercise price of
$3.77 per share; and
976,984 common shares available for future grant under our 2011 Share Incentive Plan.
Unless specifically stated, the information in this prospectus supplement does not take into account the exercise of the
underwriters option to purchase up to an additional 847,500 common shares pursuant to the option to purchase
additional shares granted to the underwriters by us.

S-4
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Summary Consolidated Financial Data

The following table sets forth a summary of our consolidated financial data. The summary consolidated statements of
income data for the years ended December 31, 2010, 2011 and 2012, and the summary consolidated balance sheet data
as of December 31, 2011 and 2012, have been derived from our audited consolidated financial statements that appear
in our Annual Report on Form 20-F for the year ended December 31, 2012, which is incorporated by reference in this
prospectus supplement. The audited financial statements have been prepared in accordance with generally accepted
accounting principles in the United States, or GAAP, except as otherwise described therein.

The summary historical consolidated statements of operations data (unaudited) for the nine months ended September
30, 2012 and 2013, and the consolidated historical balance sheet data (unaudited) as of September 30, 2013, have been
derived from our unaudited consolidated quarterly financial statements that appear in our report of foreign private
issuer on Form 6-K furnished to the SEC on November 13, 2013 and that are incorporated by reference in this
prospectus supplement.

The historical financial results presented below are not necessarily indicative of results that can be expected for any
future period. The results of operations for the nine months ended September 30, 2013 are not necessarily indicative
of the operating results that may be expected for the full year. The unaudited consolidated financial statement data was
prepared on a basis consistent with our audited consolidated financial statement data and includes, in the opinion of
our management, all adjustments necessary for the fair presentation of the financial information contained in that data.

The information presented below is qualified by the more detailed historical consolidated financial statements, the
notes thereto and the discussion under Operating and Financial Review and Prospects included in (i) Item 5 of our
annual report on Form 20-F for the year ended December 31, 2012 and (ii) the exhibits to our report of foreign private
issuer on Form 6-K, which were filed with, and furnished to (respectively), the SEC on March 11, 2013 and
November 13, 2013, respectively, and which are incorporated by reference herein.

Statements of Income Data:

Year Ended December 31, Nine Months Ended
September 30,
2010 2011 2012 2012 2013
(unaudited)
(U.S. dollars in thousands, except per share data)
Revenues $52,235 $69,927 $113,909 $82,739 $99,185
Cost of revenues 29,921 40,067 66,459 47,384 62,279
Gross Profit 22,314 29,860 47,450 35,355 36,906
Operating Expenses:
Research and development, net 3,293 5,008 10,169 7,575 9,078
Selling, marketing, general and administrative 12,310 18,113 25,236 19,254 19,270
Acquisition-related and restructuring costs 1,115
Total operating expenses 15,603 24,236 35,405 26,829 28,348
Operating income: 6,711 5,624 12,045 8,526 8,558

Summary Consolidated Financial Data 13
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Financial income (expenses), net 364 ) 104 193
Income before taxes on income 6,347 5,728 12,238
Taxes on income (benefit) 177 (230 ) 435
Net income 6,170 5,958 11,803
Attributable to non-controlling interest 18 61 23

Net income attributable to Sapiens 6,152 5,897 11,780

Basic net earnings per share attributable to
Sapiens shareholders

Diluted net earnings per share attributable to
Sapiens shareholders

Weighted average number of shares used in
computing basic net earnings per share
Weighted average number of shares used in
computing diluted net earnings per share

$0.28 $0.21 $0.29
$0.28 $0.19 $0.28
21,583 28,460 39,953

22,181 30,764 41,671

385
8,911
424
8,487
23
8,464

$0.21
$0.20
39,771

41,733

308
8,866
654
8,212
29
8,183

$0.21
$0.20
39,043

41,297

Statements of Income Data:
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Balance Sheet Data:
At December 31, At September 30,
2010 2011 2012 2012 2013
(unaudited)

(U.S. dollars in thousands)
Cash and cash equivalents $16,182 $21,460 $29,050 $33,110 $28,111
Working capital 4,868 7,736 18,723 21,014 22,121
Total assets 58,719 153,468 162,584 162,732 178,175
Accrued severance pay!) 4,446 10,711 11,645 11,369 12,986
Other long-term liabilities 299 617 803 631 1,485
Capital stock 133,418 208,464 210,594 209,943 212,867
Total equity $34,118 $110,247 $118,439 $118,220 $127,476

Accrued severance pay relates to accrued severance obligations mainly to our Israeli employees as
required under Israeli labor law. We are legally required to pay severance upon certain circumstances,
primarily upon termination of employment by our company, retirement or death of the respective

(1) employee. Our obligation for our Israeli employees is fully provided for by monthly deposits with
insurance policies and by provision in accordance with Israeli Severance Pay Law (For more details,
please refer to Note 2 to our consolidated financial statements included in our annual report on Form
20-F for the year ended December 31, 2012).

Non-GAAP Financial Data

For the nine months ended
September 30,

2012 2013
(unaudited) (unaudited)
(U.S. dollars in thousands,
except per share data)

Non-GAAP Revenues $ 83,058 $ 99,185
Non-GAAP Gross profit 38,871 40,936
Non-GAAP Operating profit 11,168 10,291
Non-GAAP Net income attributable to Sapiens' shareholders 10,978 10,259
Non-GAAP Basic earnings per share 0.28 0.26
Non-GAAP Diluted earnings per share 0.26 0.25

We believe that the non-GAAP measures of our financial results set forth above, consisting of non-GAAP revenue,
non-GAAP gross profit, non-GAAP operating profit, non-GAAP net income attributable to Sapiens shareholders and
non-GAAP basic earnings per share and non-GAAP diluted earnings per share, provide useful information to our
management and to investors regarding certain financial and business trends relating to our financial condition and
results of operations. Our management uses these non-GAAP measures to compare our performance to that of prior
periods for trend analyses, for purposes of determining executive and senior management incentive compensation and
for budgeting and planning purposes. These measures are used in financial reports prepared for management and in
quarterly financial reports presented to our Board of Directors. We believe that the use of these non-GAAP financial

Balance Sheet Data: 15
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measures provides an additional tool for investors to use in evaluating ongoing operating results and trends and in
comparing our financial measures with those used by other software companies, many of which present similar
non-GAAP financial measures to investors.

Our management does not consider these non-GAAP measures in isolation or as an alternative to financial measures
determined in accordance with GAAP. The principal limitation of these non-GAAP financial measures is that they
exclude significant expenses and income that are required by GAAP to be recorded in our financial statements. In
addition, they are subject to inherent limitations as they reflect the exercise of judgment by management about which
expenses and income are excluded or included in determining these non-GAAP financial measures. In order to
compensate for these limitations, management presents non-GAAP financial measures in conjunction with GAAP
results. We urge investors to review the reconciliation of our non-GAAP financial measures to the comparable GAAP

financial measures, which is set forth below, and not to rely on any single financial measure to evaluate our business.

S-6
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Reconciliation of GAAP to Non-GAAP Results

(U.S. dollars in thousands, except per share amounts)

GAAP revenues

Valuation adjustment on acquired deferred revenue and long term contract
Non-GAAP revenues

GAAP gross profit

Revenues valuation adjustment (as above)

Amortization of capitalized software

Amortization of other intangible assets

Non-GAAP gross profit

GAAP operating income

Gross profit adjustment

Capitalization of software development

Amortization of other intangible assets

Stock-based compensation

Non-GAAP operating profit

GAAP net income attributable to Sapiens shareholders
Operating income adjustments

Other

Non-GAAP net income attributable to Sapiens shareholders
Non-GAAP basic earnings per share

Non-GAAP diluted earnings per share

Weighted average number of shares used to computation of earnings per share
Basic

Diluted

For the nine months
ended
September September
30,2012 30,2013
(unaudited)(unaudited)
$82,739 $99,185
319
83,058 99,185
35,355 36,906

319
2,566 3,370
631 660
38,871 40,936
8,526 8,558
3,516 4,030
(2,645) (3,936 )
1,305 940
466 699
11,168 10,291
8,464 8,183
2,642 1,733
(128 ) 343
$10,978  $ 10,259
$0.28 $0.26
$0.26 $0.25

39,771 39,043
41,733 41,297

Reconciliation of GAAP to Non-GAAP Results
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RISK FACTORS

Risks Relating to Our Business, Our Industry and our Financing
Activities

Our development cycles are lengthy, we may not have the resources available
to complete development of new, enhanced or modified solutions and we may
incur significant expenses before we generate revenues, if any, from our
solutions.

Because our solutions are complex and require rigorous testing, development cycles can be lengthy, taking us up to
two years to develop and introduce new, enhanced or modified solutions. Moreover, development projects can be
technically challenging and expensive. The nature of these development cycles may cause us to experience delays
between the time we incur expenses associated with research and development and the time we generate revenues, if
any, from such expenses. Furthermore, we may invest substantial resources in the development of solutions that do
not achieve market acceptance or commercial success. We may also not have sufficient funds or other resources to
make the required investments in product development. Even where we succeed in our sales efforts and obtain new
orders from customers, the complexity involved in delivering our solutions to such customers makes it more difficult
for us to consummate delivery in a timely manner and to recognize revenue and maximize profitability. Failure to
deliver our solutions in a timely manner could result in order cancellations, damage our reputations and require us to
indemnify our customers. Any of these risks relating to our lengthy and expensive development cycle could have a
material adverse effect on our business, financial conditions and results of operations.

Our sales cycle is variable and often lengthy, depends upon many factors
outside our control, and could cause us to expend significant time and
resources prior to earning associated revenues.

The typical sales cycle for our solutions and services is lengthy and unpredictable, requires pre-purchase evaluation by
a significant number of persons in our customers organizations, and often involves a significant operational decision
by our customers. Our sales efforts involve educating our customers and industry analysts and consultants about the
use and benefits of our solutions, including the technical capabilities of our solutions and the efficiencies achievable
by organizations deploying our solutions. Customers typically undertake a significant evaluation process, which
frequently involves not only our solutions, but also those of our competitors and can result in a lengthy sales cycle.
Our sales cycle for new customers is typically six to eighteen months and can extend even longer in some cases. We
spend substantial time, effort and money in our sales efforts without any assurance that such efforts will produce any
sales.

Investment in highly skilled research and development personnel is critical to
our ability to develop and enhance our solutions support our customers, but
an increase in such investment may reduce our profitability.

As a provider of software solutions that rely upon technological advancements, we rely heavily our research and
development activities to remain competitive. We consequently depend in large part on the ability to attract, train,
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motivate and retain highly skilled information technology professionals for our research and development team,
particularly individuals with knowledge and experience in the insurance industry. Because our software solutions are
highly complex and are generally used by our customers to perform critical business functions, we also depend
heavily on other skilled technology professionals. Skilled technology professionals are often in high demand and short
supply. If we are unable to hire or retain qualified research and development personnel and other technology
professionals to develop, implement and modify our solutions, we may be unable to meet the needs of our customers.
Even if we succeed in retaining the necessary skilled personnel and in our research and development efforts, our
investments in our personnel and product development efforts increase our costs of operations and thereby reduce our
profitability, unless accompanied by increased revenues. Given the highly competitive industry in which we operate,
we may not succeed in increasing our revenues in line with our increasing investments in our personnel and research
and development efforts.

Furthermore, if we seek to expand the marketing and offering of our products into new territories, that requires the
retention of new, additional skilled personnel with knowledge of the particular market and applicable regulatory
regime. Such skilled personnel may not be available at a reasonable cost relative to the additional revenues that we
expect to recognize in those territories, or may not be available at all.
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If existing customers are not satisfied with our solutions and services and do
not make subsequent purchases from us and do not continue using such
solutions and services, or if our relationships with our largest customers are
impaired, our revenue could be negatively affected.

Our existing customers are a key asset, and we depend on repeat product and service revenues from our base of
customers. Five of our customers accounted for 33% and 31% of our revenues in the year ended December 31, 2012
and the nine months ended September 30, 2013, respectively. If our existing customers are not satisfied with our
solutions and services, they may not enter into new project contracts with us or continue using our technologies. A
significant decline in our revenue stream from existing customers would have a material adverse effect on our
business, results of operations and financial condition.

We may be liable to our clients for damages caused by a violation of
intellectual property rights, the disclosure of other confidential information,
including personally identifiable information, system failures, errors or
unsatisfactory performance of services, and our insurance policies may not
be sufficient to cover these damages.

We often have access to, and are required to collect and store, sensitive or confidential client information, including
personally identifiable information. Some of our client agreements do not limit our potential liability for breaches of
confidentiality, infringement indemnity and certain other matters. Furthermore, breaches of confidentiality may entitle
the aggrieved party to equitable remedies, including injunctive relief. If any person, including any of our employees
and subcontractors, penetrates our network security or misappropriates sensitive or confidential client information,
including personally identifiable information, we could be subject to significant liability from our clients or from our
clients customers for breaching contractual confidentiality provisions or privacy laws. Despite measures we take to
protect the intellectual property and other confidential information or personally identifiable information of our
clients, unauthorized parties, including our employees and subcontractors, may attempt to misappropriate certain
intellectual property rights that are proprietary to our clients or otherwise breach our clients confidences. Unauthorized
disclosure of sensitive or confidential client information, including personally identifiable information, or a violation
of intellectual property rights, whether through employee misconduct, breach of our computer systems, systems
failure or otherwise, may subject us to liabilities, damage our reputation and cause us to lose clients.

Many of our contracts involve projects that are critical to the operations of our clients businesses and provide benefits
to our clients that may be difficult to quantify. Any failure in a client s system or any breach of security could result in
a claim for substantial damages against us, regardless of our responsibility for such failure. Furthermore, any errors by
our employees in the performance of services for a client, or poor execution of such services, could result in a client
terminating our engagement and seeking damages from us.

Although we attempt to limit our contractual liability for consequential damages in rendering our services, these
limitations on liability may not apply in all circumstances, may be unenforceable in some cases, or may be insufficient
to protect us from liability for damages. There may be instances when liabilities for damages are greater than the
insurance coverage we hold and we will have to internalize those losses, damages and liabilities not covered by our
insurance.

If existing customers are not satisfied with our solutions and services and do not make subsequent purch@ges from
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Errors or defects in our software solutions could inevitably arise and would
harm our profitability and our reputation with customers, and could even give
rise to liability claims against us.

The quality of our solutions, including new, modified or enhanced versions thereof, is critical to our success. Since
our software solutions are complex, they may contain errors that cannot be detected at any point in their testing phase.
While we continually test our solutions for errors or defects and work with customers to identify and correct them,
errors in our technology may be found in the future. Testing for errors or defects is complicated because it is difficult
to simulate the breadth of operating systems, user applications and computing environments that our customers use
and our solutions themselves are increasingly complex. Errors or defects in our technology have resulted in terminated
work orders and could result in delayed or lost revenue, diversion of development resources and increased services,
termination of work orders, damage to our brand and warranty and insurance costs in the future. In addition,
time-consuming implementations may also increase the number of services personnel we must allocate to each
customer, thereby increasing our costs and adversely affecting our business, results of operations and financial
condition.
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In addition, since our customers rely on our solutions to operate, monitor and improve the performance of their
business processes, they are sensitive to potential disruptions that may be caused by the use of, or any defects in, our
software. As a result, we may be subject to claims for damages related to software errors in the future. Liability claims
could require us to spend significant time and money in litigation or to pay significant damages. Regardless of
whether we prevail, diversion of key employees time and attention from our business, the incurrence of substantial
expenses and potential damage to our reputation might result. While the terms of our sales contracts typically limit our
exposure to potential liability claims and we carry errors and omissions insurance against such claims, there can be no
assurance that such insurance will continue to be available on acceptable terms, if at all, or that such insurance will
provide us with adequate protection against any such claims. A significant liability claim against us could have a
materi