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SeaChange International, Inc. (“SeaChange”) filed a Current Report on Form 8-K on July 18, 2005, to report its acquisition of substantially all of the assets of the
business outside of North America of Liberate Technologies (“Liberate”) pursuant to an Asset Purchase Agreement, dated as of April 15, 2005, by and among SeaChange,
Liberate and Liberate Technologies B.V., a wholly-owned subsidiary of Liberate. The purpose of this amendment is to provide the financial statements and information
required by Item 9.01 of Form 8-K.

Item 9.01 Combined Financial Statements and Exhibits.
a) Combined Financial Statements of Businesses Acquired.

The following audited financial statements of Liberate Technologies” Non-North America business are filed herewith as Exhibit 99.2:

L. Report of Independent Registered Public Accounting Firm

1. Combined Balance Sheets as of May 31, 2005 and 2004

III.  Combined Statements of Operations for the Years Ended May 31, 2005 and 2004

IV.  Combined Statements of Changes in Owners’ Net Investment (Deficit) for the Years Ended May 31, 2005 and 2004

V. Combined Statements of Cash Flows for the Years Ended May 31, 2005 and 2004

VI.  Notes to Combined Financial Statements

b) Pro Forma Financial Information.
The following unaudited combined pro forma financial statements of SeaChange are filed herewith as Exhibit 99.3:
L Introduction to Unaudited Combined Pro Forma Financial Statements

1. Unaudited Combined Pro Forma Balance Sheet as of April 30, 2005 and Unaudited Combined Pro Forma Statements of Operations for the Twelve Months Ended
January 31, 2005 and the Three Months Ended April 30, 2005

III.  Notes to Unaudited Combined Pro Forma Financial Statements
¢) Exhibits
23.1 Consent of PricewaterhouseCoopers LLP

99.2  Audited combined balance sheets of Liberate Technologies’ Non-North America business as of May 31, 2005 and 2004 and the related combined statements of
operations, changes in owners’ net investment (deficit), and cash flows for the years ended May 31, 2005 and 2004 together with the report of PricewaterhouseCoopers
LLP, independent registered public accounting firm, with respect thereto.

99.3  Unaudited combined pro forma balance sheet as of April 30, 2005 and unaudited combined pro forma statements of operations for the twelve months ended January 31,
2005 and the three months ended April 30, 2005.



Pursuant to the requirements of the Securities Exchange act of 1934, the Registrant has duly caused this report to be signed on its behalf by the undersigned thereunto
duly authorized

SEACHANGE INTERNATIONAL, INC.

by: /s/ William L. Fiedler

William L. Fiedler
Senior Vice President, Finance and
Administration, Chief Financial Officer,
Treasurer and Secretary (Principal
Financial and
Accounting Officer; Authorized Officer)

Dated: September 26, 2005
Index to Exhibits

No. Description

23.1 Consent of PricewaterhouseCoopers LLP

99.2 Audited combined balance sheets of Liberate Technologies’ Non-North America business as of May 31, 2005 and 2004, and the related combined statements of
operations, changes in owners’ net investment (deficit) and cash flows for the years ended May 31, 2005 and 2004 together with the report of PricewaterhouseCoopers
LLP, independent registered public accounting firm.

99.3 Unaudited combined pro forma balance sheet as of April 30, 2005 and unaudited combined pro forma statements of operations for the twelve months ended January 31,
2005 and the three months ended April 30, 2005.



Exhibit 23.1

Consent of Independent Registered Public Accounting Firm

We hereby consent to the incorporation by reference in the Registration Statements on Form S-3 (No. 333-56410) and S-8 (Nos. 333-17379, 333-100160, 333-65854 and 333-
113761) of SeaChange International, Inc. of our report dated July 11, 2005 relating to the financial statements of the Non-North America Business of Liberate Technologies,
which appears in Current Report on Form 8-K of SeaChange International, Inc., dated September 26, 2005.

/s/ PricewaterhouseCoopers LLP

San Francisco, California
September 23, 2005



Exhibit 99.2

LIBERATE TECHNOLOGIES
Non-North America Business

Index to Combined Financial Statements
May 31, 2004 and 2005
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Report of Independent Registered Public Accounting Firm

To the Board of Directors and Stockholders of
Liberate Technologies:

In our opinion, the accompanying combined financial statements present fairly, in all material respects, the financial position of Non-North America business (the “Company”)
of Liberate Technologies at May 31, 2005 and 2004, and the results of their operations and cash flows for each of the two years in the period ended May 31, 2005, in conformity
with accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with the standards of the
Public Company Accounting Oversight Board (United States), which require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing
the accounting principles used and significant estimates made by management, and evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

The Company was historically a fully integrated business of Liberate Technologies. Consequently, as indicated in Note 1, these combined financial statements have been
derived from the consolidated financial statements and accounting records of Liberate Technologies and reflect significant assumptions and allocations. Moreover, as indicated
in Note 1, the Company relies on Liberate Technologies for certain administrative, management and other services. Accordingly, these combined financial statements do not
necessarily reflect the combined financial position, results of operations, changes in owner’s net investment and cash flows of the Company had it been a separate, stand-alone
entity during the periods presented.

The accompanying financial statements have been prepared assuming that the Company will continue as a going concern. As discussed in Note 1 to the combined financial
statements, the Company has suffered recurring losses from operations and has a net accumulated deficit that raise substantial doubt about its ability to continue as a going
concern. Management’s plans in regard to these matters are also described in Note 1. The financial statements do not include any adjustments that might result from the outcome
of this uncertainty.

/s/  PricewaterhouseCoopers LLP

San Francisco, California
July 11, 2005



Current assets:
Accounts receivable, net of allowances of $0 and $30
Prepaid expenses and other current assets

Total current assets
Property and equipment, net

Restricted cash

Total assets

LIBERATE TECHNOLOGIES
NON-NORTH AMERICA BUSINESS
Combined Balance Sheets
(In thousands)

Assets

Liabilities and Owners’ Net Investment (Deficit)

Current liabilities:
Accounts payable
Accrued liabilities
Accrued payroll and related expenses
Deferred revenues, current

Total current liabilities
Excess facilities charges
Deferred revenues

Total liabilities

Commitments and contingencies (Note 4)

Owners’ net investment (deficit):
Owners’ net investment
Accumulated deficit
Accumulated other comprehensive losses

Total owners’ net investment (deficit)

Total liabilities and owners’ net investment (deficit)

The accompanying notes are an integral part of these combined financial statements
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May 31,

2005 2004
$ 2,708 $ 2,553
69 466
2,777 3,019
361 609
692 1,495
$ 3,830 $ 5,123
$ 110 $ 70
1,149 1,018
317 162
329 711
1,905 1,961
25 631
9,065 —
10,995 2,592
59,575 64,673
(64,550) (59,952)
(2,190) (2,190)
(7,165) 2,531
$ 3,830 $ 5,123




LIBERATE TECHNOLOGIES
NON-NORTH AMERICA BUSINESS
Combined Statements of Operations
(In thousands)

Years Ended May 31,

2005 2004
Revenues:
License and royalty $ 978 $ 2,172
Service 1,366 5,733
Total revenues 2,344 7,905
Cost and expenses:
Cost of license and royalty 3 266
Cost of services 1,506 2,002
Research and development 3,725 4,863
Sales and marketing 1,240 1,569
General and administrative 361 318
Restructuring costs — 512
Excess facilities charges and related asset impairment — 1,457
Total costs and expenses 6,835 10,987
Loss from operations (4,491) (3,082)
Other income (expense), net 41) 26
Loss from operations before income tax provision (4,532) (3,056)
Income tax provision 66 1
Net loss $(4,598) $(3,057)

The accompanying notes are an integral part of these combined financial statements
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LIBERATE TECHNOLOGIES
NON-NORTH AMERICA BUSINESS
Combined Statements of Changes in Owners’ Net Investment (Deficit)
(In thousands)

Accumulated

Owners’ Other Total
Net Accumulated Comprehensive Owners’ Net

Investment Deficit Losses Investment (Deficit)

Balance at May 31, 2003 $ 57,545 $ (56,895) $ (311) $ 339
Net loss — (3,057) — (3,057)
Foreign currency translation adjustments — — (1,879) (1,879)
Stock awards remitted by employees in consideration of taxes payable (70) — — (70)
Amortization of deferred stock-based compensation, net of cancellations 264 — — 264
Issuance of parent company stock related to stock option exercises 61 — — 61

Net cash transferred to Non-North America Business 6,873 — — 6,873
Balance at May 31, 2004 64,673 (59,952) (2,190) 2,531
Net loss — (4,598) — (4,598)
Stock awards remitted by employees in consideration of taxes payable (78) — — (78)
Amortization of deferred stock-based compensation, net of cancellations 399 — — 399

Issuance of parent company stock related to stock option exercises 1 — — 1
Net cash transferred from Non-North America Business (5,420) — — (5,420)
Balance at May 31, 2005 $ 59,575 $ (64,550) $ (2,190) $ (7,165)

The accompanying notes are an integral part of these combined financial statements
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LIBERATE TECHNOLOGIES
NON-NORTH AMERICA BUSINESS
Combined Statements of Cash Flows
(In thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash used in operating activities:
Depreciation and amortization
Non-cash compensation expense
Stock awards remitted by employees in consideration of taxes payable
Loss on disposal of property and equipment
Provision for doubtful accounts
Changes in operating assets and liabilities:
Accounts receivable
Prepaid expenses and other current assets
Accounts payable
Accrued liabilities and excess facilities charges
Accrued payroll and related expenses
Deferred revenues

Net cash provided by (used in) operating activities

Cash flows from investing activities:
Proceeds from the sale of property and equipment
Purchases of property and equipment
(Increase) decrease in restricted cash

Net cash provided by (used in) investing activities

Cash flows from financing activities:
Owners’ net investment (distribution)
Proceeds from issuance of parent company common stock

Net cash provided by (used in) financing activities

Net decrease in cash and cash equivalents
Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period

Supplemental cash activities:
Cash paid for income taxes
Cash paid for interest

Supplemental non-cash activities:
Issuance of stock compensation awards

The accompanying notes are an integral part of these combined financial statements
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Years Ended May 31,

2005

$(4,598)

275
399

(78)
2
(30)

(125)
397
40

(475)
155
8,683

4,645

(29)
803

774

(5,420)
1

(5,419)

2004

$(3,057)

2,088

264
(70)

126
(216)

242
36
(413)
(864)
(574)
(1,395)

(3,833)

103
(147)
(1,033)

(1,077)

4,849
61

4,910

$ 1,275



LIBERATE TECHNOLOGIES
NON-NORTH AMERICA BUSINESS
NOTES TO COMBINED FINANCIAL STATEMENTS
(amounts in thousands)

Note 1. Description of Business and Basis of Presentation
Background

The Non-North America business of Liberate Technologies (“the Company”) develops and markets software and services primarily for digital cable systems outside of
North America. Based on industry standards, the software enables cable operators to run multiple applications and services including interactive programming guides, high
definition television, video on demand, personal video recorders and games on multiple platforms.

On April 15, 2005, Liberate entered into an Asset Purchase Agreement (the “Agreement”) to sell substantially all of the assets relating to its Non-North America
business (including certain customer contracts, patents and intellectual property) to SeaChange International, Inc. (“SeaChange”). Liberate will receive cash consideration of
approximately $25.5 million, as adjusted for expenses, costs, and liabilities pursuant to the Agreement. The Agreement includes, a non-competition covenant whereby Liberate
has agreed not to solicit or otherwise communicate with any customer of the Non-North America business for the purpose of inducing such customer to refrain from or to
discontinue its relationship with SeaChange for a period of five years after the closing date. The Agreement is subject to Liberate stockholder approval, which was received on
July 6, 2005, and other customary closing conditions.

Basis of Presentation and Liquidity

The combined financials statements presents the financial position, results of operations, cash flows and changes in owners’ net investment (deficit) relating to Liberate’s
Non-North America business as if that business had been conducted on a standalone basis. These financial statements have been derived from the consolidated financial
statements of Liberate using the historical assets, liabilities, revenues and expenses that were directly related to the Non-North America business during the periods presented.
All intercompany accounts and transactions have been eliminated in combination.

Certain of Liberate’s corporate assets, liabilities, revenues and expenses although not directly attributable to the Non-North America business, have been allocated to the
Non-North America business on a basis that management considered to be a reasonable reflection of the utilization of services provided or the benefit received by the Non-
North America business. The allocation methods are based on the nature of the items being allocated and include relative sales, head count, and others.

There was no intercompany debt between Liberate and the Non-North America business. All net contributions from Liberate to the Non-North America business were of
a permanent nature and are included within the Owners’ net investment.



The financial information included herein may not reflect the combined financial position, operating results, changes in equity and cash flows of the Non-North America
business in the future or what they would have been had the Non-North America business been a separate stand alone entity during the periods presented.

Since its inception, the Non-North America business has incurred substantial losses and negative cash flows from operations. As of May 31, 2005, the Non-North America
business had an accumulated deficit of $64.5 million. For the years ended May 31, 2005 and 2004, the Non-North America business incurred losses from operations of $4.5
million and $3.1 million, respectively. The Non-North America business has primarily been financed through disbursements from Liberate and is dependant on Liberate for
continuing financial support. If Liberate is unable to consummate the sale of the Non-North America business or is unable to generate sufficient revenues, the Non-North
America business would continue to be dependent on Liberate for its funding requirements. Alternatively, the Non-North America business could seek additional financing. In
the event the Non-North America business needs additional financing, there is no assurance that funds would be available to the Non-North America business or, if available,
under terms that would be acceptable to the Non-North America business.

In this report, the words “fiscal” or “FY” followed by a year refer to Liberate’s fiscal years, which end on May 31 of the specified year. The expressions “Ql,” “Q2,”
“Q3,” and “Q4” refer to Liberate’s fiscal quarters, which end on August 31, November 30, the last day of February, and May 31 of each fiscal year.

Note 2. Significant Accounting Policies
Use of Estimates

The preparation of the combined financial statements in conformity with generally accepted accounting principles of the United States of America requires management
to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. While actual results could differ from these estimates, management believes that
such estimates are reasonable.

Revenue Recognition

Overview. The revenues of the Non-North America business are derived from fees for licenses of Liberate’s software products, royalties, consulting, maintenance and
other services. The revenue recognition policies are in accordance with Statement of Position (SOP) No. 97-2, “Software Revenue Recognition,” as amended by; SOP No. 98-9,
“Software Revenue Recognition, With Respect to Certain Transactions” and the Securities and Exchange Commission’s Staff Accounting Bulletin No. 101, “Revenue
Recognition in Financial Statements” and Staff Accounting Bulletin No. 104, “Revenue Recognition.”

License and Royalty Revenue. The software is licensed through Liberate’s Non-North America direct sales force. License and royalty revenues consist primarily of fees
earned from the licensing of its software, as well as royalty fees earned upon the shipment or activation of products that incorporate its software. In general, license revenues are
recognized when a non-cancelable license agreement has been signed and the customer acknowledges an unconditional obligation to pay, the software product has been
delivered, there are no uncertainties surrounding product acceptance, the fees are fixed or determinable and collection is considered probable.
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Delivery is considered to have occurred when title and risk of loss have been transferred to the customer, which generally occurs when media containing the licensed programs
is provided to a common carrier. In the case of electronic delivery, delivery occurs when the customer is given access to the licensed programs. If collectibility is not considered
probable, revenue is recognized when the fee is collected.

Revenue is recognized using the residual method pursuant to the requirements of SOP 97-2, as amended by SOP 98-9. Revenues recognized from multiple-element
software arrangements are allocated to each element of the arrangement based on the fair values of the elements, such as licenses for software products, maintenance or
consulting services. The determination of fair value is based on objective evidence, which is specific to the Company. The Company limits its assessment of objective evidence
for each element to either the price charged when the same element is sold separately or the price established by management having the relevant authority to do so, for an
element not yet sold separately. If evidence of fair value of all undelivered elements exists but evidence does not exist for one or more delivered elements, then revenue is
recognized under the residual method. Under the residual method, the fair value of the undelivered elements is deferred and the remaining portion of the arrangement fee is
recognized as revenue. However, if such undelivered elements consist of services that are essential to the functionality of the software, license and services revenues are
recognized using contract accounting, pursuant to SOP No. 81-1, “Accounting for Performance of Construction-Type and Certain Production-Type Contracts.” If license
arrangements include the rights to unspecified future products, revenue is recognized ratably over the contractual or estimated economic term of the arrangement. Royalty
revenues are recognized when a network operator reports that it has shipped or activated products or its rights to deploy such products expire.

Service Revenues. Service revenues consist of consulting, maintenance, and other services. Consulting and other service revenues, including non-recurring engineering
and training, are recognized as services are performed. Where consulting services are performed under a fixed-price arrangement, revenues are generally recognized on a
percentage-of-completion basis. Maintenance services include both updates and technical support. Maintenance revenues are recognized ratably over the term of the
maintenance agreement, and generally range between 15% and 25% of the cumulative license fees and activation royalties incurred under the contract, depending upon the level
of support being provided.

Service revenues also include reimbursable expenses billed to customers in accordance with EITF No. 01-14, “Income Statement Characterization of Reimbursements
Received for ‘Out-of-Pocket’ Expenses Incurred,” which generally requires that a company recognize travel expenses and other reimbursable expenses billed to customers as
revenue. With the adoption of EITF 01-14, reimbursable expenses are recognized as service revenues when there is an agreement to bill the customer for the expenses, the
expenses have been incurred and billed, and collection is probable.

Deferred Revenues

Deferred revenue is comprised of collections from and billings to customers for software arrangements which do not qualify for revenue recognition under the revenue
recognition policy.

Beginning in fiscal 2004, we entered into agreements with several Non-North American cable operators. These agreements provide for monthly subscription fees based
on deployments of our software with cable customers. Pursuant to these agreements, we have invoiced and
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collected approximately $9.1 million in non-refundable fees associated with these contracts. To date, we have not recognized revenues under the agreements and all invoiced
amounts are included in deferred revenue on our balance sheet. We have concluded, based on current contract provisions, that because the agreements provide for future
delivery of products and specified annual updates of the product during the term of the agreements we are unable to recognize revenue under our revenue recognition policy.
While future annual product updates are contemplated and identified at the inception of the agreement, the details of the product releases will be discussed and agreed between
us and the customers at future dates.

Concentration of Credit Risk

The financial instrument that potentially subjects the Non-North America business to concentration of credit risk is accounts receivable. While customers are
geographically dispersed, a substantial amount of the revenues for the Non-North America business has been generated from a few customers, whose receivables are typically
unsecured. Liberate mitigates its credit risk associated with accounts receivable by performing ongoing credit evaluations of customers’ financial conditions. Historically, the
Non-North America business has not experienced significant losses related to accounts receivable.

The table below sets forth information relating to each customer that accounted for 10% or more of total revenues for the Non-North America business:

Years ended May 31,
2005 2004
Customer A 24% 30%
Customer B * 48%
Customer C 46% 17%
Customer D 20% *
Customer E 10% e

*  Less than 10%

The table below sets forth information relating to each customer that accounted for 10% or more of gross accounts receivable balance of the Non-North America
business:

May 31,
2005 2004
Customer A 36% 18%
Customer B 56% 61%
& 14%

Customer C

* Less than 10%

Foreign Currency Translation

Until Q3 FY04, the functional currency of the Company’s UK operation was the local currency. Accordingly, assets and liabilities were translated to U.S. dollars using
period-end



currency exchange rates and revenues and expenses were translated using average exchange rates during the period. The resulting unrealized foreign currency translation gains
and losses were reported as a separate component in arriving at comprehensive income for the period. As of May 31, 2005, the cumulative translation loss in accumulated other
comprehensive losses, a component of owners’ net investment (deficit), was $2.2 million.

During Q4 FY04, management determined that the conditions prescribed in SFAS No. 52, “Foreign Currency Translation,” for the translation of the UK operations using
the local currency as the functional currency ceased to exist. Accordingly, starting in Q4 FY04, the functional currency of the UK operations is the U.S. dollar. The monetary
assets and liabilities of these operations are re-measured into U.S. dollars at the exchange rate in effect at the balance sheet date and non-monetary assets and liabilities are
translated at rates in effect as of management’s determination in Q4 FY04. Revenues, expenses, gains or losses are remeasured at the average exchange rate for the period, other
than depreciation and amortization, which are re-measured at the respective historical rates as their related assets. The resulting remeasurement gains and losses of these
operations as well as gains and losses from foreign currency transactions are included in the combined statements of operations as a component of other income (expense), net.
The re-measurement gain for FY05 included in the statement of operations is $8,000. For Q4 FY04 the re-measurement gain was $45,000.

We conduct certain transactions in foreign currencies. Accordingly, we translate those transactions as they occur at the then-current exchange rate. We record the
resulting realized foreign currency translation gains and losses in our combined statements of operations as a component of other income (expense), net. For FY05 and FY04 the
foreign currency transaction gain was $29,000 and $2,000, respectively.

Fair Value of Financial Instruments

Due to their short maturities, the carrying value of the financial instruments, including accounts receivable, restricted cash, accounts payable and accrued liabilities,
approximates their fair market value.
Cash and Cash Equivalents and Investments

Historically, Liberate has managed worldwide cash and cash equivalents on a centralized basis from its headquarters in California. Cash receipts associated with the
Non-North America business have historically been collected by Liberate and Liberate has funded the disbursements for the Non-North America business by transferring funds
to the Non-North America business locations. In accordance with the terms of the April 15, 2005 Agreement, SeaChange will not assume any cash of Liberate or the Non-North
America business in conjunction with the asset acquisition.

Restricted Cash

Our restricted cash balance was $692,000 as of May 31, 2005 and $1.5 million as of May 31, 2004. Restricted cash consists primarily of certificates of deposit
established at our banking institutions in connection with lease-related letters of credit. As part of the facilities lease for our offices in San Mateo, California, we were required
to establish an irrevocable letter of credit as a security deposit at the commencement of the lease. In order to secure our obligations to our bank under this letter of credit, we
established certificates of deposit in the amounts of $692,000 and $972,000 as of May 31, 2005 and May 31, 2004, respectively. As part of our facilities lease in
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the U.K., we were also required to establish an irrevocable letter of credit as a security deposit. In order to secure our obligations under this letter of credit, we established a
certificate of deposit valued at $523,000 as of May 31, 2004. This was fully used during FY05, bringing it to zero at May 31, 2005.

Property and Equipment

Property and equipment has been recorded at cost, net of depreciation and impairment. Depreciation is computed using the straight-line method over the estimated useful
lives of the assets of two to five years. Leasehold improvements are amortized over the shorter of the remaining lease term or the estimated useful lives of the improvements
using the straight-line method.

Impairment of Long-Lived Assets

Under SFAS 144, “Accounting for the Impairment and Disposal of Long-Lived Assets,” (“SFAS 144”) we review long-lived assets to be held and used for impairment
whenever events or changes in circumstances indicate that the carrying amount of such assets may not be recoverable. We measure recoverability of long-lived assets by
comparing their carrying value to an estimate of undiscounted future cash flows that they are expected to generate, which reflects the fair market value as defined under SFAS
144. Impairment reflects the amount by which the carrying value of the long-lived assets exceeds their fair market value.

Stock-Based Compensation

In conjunction with the parent company stock awards granted to the Non-North America business employees, the Non-North America business accounts for stock-based
compensation in accordance with the intrinsic value method of accounting prescribed by Accounting Principles Board Opinion No. 25, “Accounting for Stock Issued to
Employees” (“APB 25”), to account for employee stock options. Under APB 25, no compensation expense is recognized upon the grant of an employee stock option unless the
exercise price of the option is less than market price of the underlying stock at the date of grant.

Under the provisions of APB 25, deferred stock-based compensation is recorded in connection with stock units based on the intrinsic value (fair market value) of the
underlying shares at the date of grant. This value is then amortized over the vesting period of the stock unit as a compensation expense by functional classification of the award
recipient.

The following information regarding net loss and loss per share prepared in accordance with the Statement of Financial Accounting Standards 123, “Accounting for
Stock-Based Compensation”(“SFAS 123”) has been determined as if employee stock options, stock units and shares issued under Liberate’s 1999 Equity Incentive Plan had
been accounted for using the fair value method prescribed by SFAS 123. The resulting effect on net loss and loss per share pursuant to SFAS 123 is not likely to be
representative of the effects on net loss and loss per share pursuant to SFAS 123 in future periods, because future periods will include additional grants and periods of vesting.

The compensation expense for the Non-North America business employees from their hire date is included in the compensation expense calculations below. The
following table
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illustrates the effect on reported net loss and loss per share had the fair value recognition provisions of SFAS 123 been applied (in thousands, except per share data):
Years ended May 31,

2005 2004

Net loss, as reported $(4,532) $(3,057)
Adjustments:

Stock unit compensation expense included in reported net loss 399 264

Total stock-based employee compensation expense determined under fair value method for all awards granted since July 1,

1995, net of related tax effects (403) (297)

Pro forma net loss $(4,536) $(3,090)

The fair value of options, stock units and shares issued under the 1999 Equity Incentive Plan was estimated at the date of grant utilizing a Black-Scholes valuation model
with the following weighted-average assumptions:

Options Stock Units
Years ended May 31, Years ended May 31,
2005 2004 2005 2004
Risk-free interest rate — 1.62% 3.13% 2.62%
Dividend yield — 0% 0% 0%
Volatility of common stock — 46% 75% 84%
Average expected life (in years) — 2.26 3.00 2.98
Weighted average fair value $§ — $ 094 $ 2.40 $ 3.72

Software Development Costs

Under the criteria set forth in SFAS No. 86, “Accounting for the Costs of Computer Software to Be Sold, Leased, or Otherwise Marketed,” capitalization of software
development costs begins upon the establishment of technological feasibility of the product, which the Non-North America business has defined as the completion of beta
testing of a working product. The period of time between establishing technological feasibility of the products and making them generally available has been short. The
establishment of technological feasibility and the ongoing assessment of the recoverability of these costs require judgment by management with respect to certain external

factors, including, but not limited to, anticipated future gross product revenues, estimated economic life, and changes in software and hardware technology. After considering
these factors, no software development costs have been capitalized to date.
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Restructuring Costs

Restructuring costs are recorded in accordance with SFAS No. 146, “Accounting for Exit or Disposal Activities,” and SAB No. 100, “Restructuring and Impairment
Charges.” SFAS No. 146 requires that a liability for a cost that is associated with an exit or disposal activity be recognized at its fair value when incurred rather than at a date of
the commitment to an exit or disposal plan. Restructuring costs may include employee termination costs, lease and other contract termination costs and other costs. As
appropriate, the Company will amend accruals established under the provisions of SFAS 146 for changes resulting from revisions to either the timing or the estimated
cashflows. The change will be measured using the credit-adjusted risk free rate that was used to initially measure the liability. Adjustments to the accruals will be recognized in
the period of change and reported in the same statement of operations classification as the original costs were classified at initial recognition. The liability will also be adjusted
for the passage of time as an increase in the liability and as an expense.

Income Taxes

The Non-North America business operating results historically have been included in Liberate’s federal and state income tax returns and in tax returns of Liberate’s
foreign subsidiaries. The provisions for income taxes reflected in the Non-North America business’ combined financial statements has been determined on a separate return
basis.

Deferred tax assets and liabilities are determined based on the differences between the financial statements and tax bases of assets and liabilities, using enacted tax rates
in effect for the year in which the differences are expected to be reversed. The Non-North America business is required to estimate our income tax liability in each of the
jurisdictions in which it operates. This process requires the Non-North America business to estimate the actual current tax exposures and assess the temporary differences
resulting from different treatment of items for tax and accounting purposes. These differences result in deferred tax assets and liabilities. The Non-North America business
regularly assesses whether it will likely be able to use these tax assets. If Liberate determines that it is not likely to be able to use them, the Non-North America business will
record a valuation allowance that offsets their full value.

Accumulated Comprehensive Loss

Comprehensive loss includes net losses and adjustments for foreign currency translation gains and losses that have been previously excluded from net loss and are
reflected instead in the owners’ net investment (deficit).

The following table sets forth the components of comprehensive loss:

Years ended May 31,

2005 2004
Net loss $(4,532) $(3,057)
Foreign currency translation adjustment —

(1,879)

$(4,532) $(4,936)
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Recent Accounting Pronouncements

In December 2004, the FASB issued SFAS 123(R), “Share-Based Payment.” SFAS 123(R) addresses the accounting for share-based payment transactions with
employees and requires companies to expense the value of employee stock options and similar awards. SFAS 123(R) requires stock based compensation of the share-based
payment to be measured at fair value on the date that the company grants the awards to employees. The expense should be recognized over the vesting period for each option
and adjusted for actual forfeitures that occur before vesting.

In March 2005, the SEC issued Staff Accounting Bulletin No. 107 (“SAB 107”). SAB 107 covers key topics related to the implementation of SFAS 123(R) which
include the valuation models, expected volatility, expected option term, income tax effects of SFAS 123(R), classification of stock-based compensation cost, capitalization of
compensation costs and disclosure requirements. Although we do not expect to grant any future options, we are currently assessing the impact SFAS 123(R) and SAB 107 will
have on our financial statements when we adopt the statements at the beginning of fiscal 2007.

In December 2004, the FASB issued SFAS No. 153, Exchange of Nonmonetary Assets, an Amendment of APB Opinion No. 29, “Accounting for Nonmonetary
Transactions.” SFAS No. 153 is based on the principle that exchange of nonmonetary assets should be measured based on the fair market value of the assets exchanged. SFAS
No. 153 eliminates the exception of nonmonetary exchanges of similar productive assets and replaces it with a general exception for exchanges of nonmonetary assets that do
not have commercial substance. SFAS No. 153 is effective for nonmonetary exchanges in fiscal periods beginning after June 15, 2005, which is fiscal 2007 for the Company.
We are currently evaluating the provisions of SFAS No. 153.

In May 2005, the FASB issued SFAS No. 154, “Accounting Changes and Error Corrections.” SFAS No. 154 replaces APB Opinion No. 20, “Accounting Changes,” and
SFAS No. 3, “Reporting Accounting Changes in Interim Financial Statements” and is effective for fiscal years beginning after December 15, 2005. SFAS No. 154 requires
retrospective application to prior periods’ financial statements of changes in accounting principle, unless it is impracticable to determine either the period-specific effects or the
cumulative effect of the change. We do not expect the adoption of SFAS No. 154 in fiscal 2007 to have a material impact on our financial statements.

Note 3. Property and Equipment

Property and equipment consisted of the following (in thousands):

May 31,
Useful Life
2005 2004 (in years)
Computer equipment $2,630 $2,663 3
Software 2,171 2,171 2
Office furniture and equipment 141 141 5
Leasehold improvements 401 401 *
5,343 5,376
Less: accumulated depreciation and amortization 4,982 4,767
$ 361 $ 609

*  Typically the length of the lease term
14



Depreciation expense was $275,000 and $2.1 million for fiscal 2005 and 2004, respectively.
Note 4. Commitments and Contingencies
Operating Leases

The Non-North America business currently has an operating lease for a facility that expires during fiscal 2009. Future minimum lease payments under this operating
lease as of May 31, 2005 are as follows (in thousands):

Years ending May 31,

2006 326

2007 336

2008 345

2009 263
$1,270

Rent expense for the Non-North America business for the fiscal years 2005 and 2004 was $359,000 and $426,000, respectively.
Letters of Credit

We maintain various irrevocable letters of credit as security deposits for our current offices in San Mateo, California. As of May 31, 2005, the aggregate outstanding
balance of all letters of credit was $639,000, of which it was entirely related to the letter of credit for our offices in San Mateo, California.

Employee Retention Plan

In connection with the sale of the Non-North America business, certain employees were eligible for a retention bonus based on remaining employed with Liberate
through the closing of the sale to SeaChange. As of May 31, 2005, we had accrued approximately $205,000 for the retention bonus. The plan will cost about $398,000 and is
being recognized over the service period of the employees which is expected to end in QI FY06.

Indemnification Obligations

Our software license agreements typically provide for indemnification of customers for intellectual property infringement claims. To date, no such claims have been filed
against us. Liberate also warrants to customers that software products operate substantially in accordance with specifications. Historically, minimal costs related to product
warranties have been incurred, and accordingly, warranty costs have not been accrued for the any of the periods presented.
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Note 5. Stock Plans

The employees involved with the Non-North America business were eligible to participate in various Liberate stock plans for the years presented in these financial
statements. Accordingly, any costs related to the employees involved with the Non-North America business are reflected in the accompanying combined financial statements.

1996 Stock Option Plan

In October 1996, Liberate adopted the 1996 Stock Option Plan (the “1996 Plan”). This Plan, as amended, allowed for the purchase of up to 11,666,666 shares of Liberate
common stock. The 1996 Plan permitted grants of both incentive and non-qualified stock options to employees and non-qualified stock options to consultants and directors. The
exercise price of incentive stock options could not be less than the fair market value of the common stock on the grant date, as determined by Liberate’s Board of Directors. The
exercise price of non-qualified options could not be less than 85% of the fair market value on the grant date. The term of the incentive and non-qualified stock options was
generally ten years from the date of grant or a shorter term as provided in the option agreement. Options generally vested over three to four years. As of the date of Liberate’s
initial public offering, all remaining shares available for grant under the 1996 Plan were transferred to the 1999 Equity Incentive Plan (see discussion in the next paragraph), and
no further grants were made from the 1996 Plan.

1999 Equity Incentive Plan

In May 1999, Liberate adopted the 1999 Equity Incentive Plan (the “1999 Plan”). The 1999 Plan authorizes grants of options to purchase shares of common stock, stock
appreciation rights, restricted shares and stock units. Shares not yet issued under the 1996 Plan as of the date of Liberate’s initial public offering (3,051,498 shares) became
available for grant under the 1999 Plan. Each year on June 1, commencing on June 1, 2000, the number of shares available under the 1999 Plan is automatically increased by a
number equal to the lesser of 6,000,000 shares or 5% of the outstanding common shares on such date, unless such increase is waived by Liberate’s Board. The exercise price for
all incentive stock options and nonstatutory stock options may not be less than 100% or 85%, respectively, of the fair market value of Liberate common stock on the date of
grant. Options generally vest over three to four years and have a term of ten years.

Stock option activity under the 1996 Plan and the 1999 Plan is summarized below for employees involved in the Non-North America business:

‘Weighted
Options Options Average
Outstanding Exercisable Exercise Price
Balance at May 31, 2003 625,172 359,914 $ 6.94
Granted — $ —
Exercised (24,700) $ 2.48
Cancelled (359,725) $ 7.40
Balance at May 31, 2004 240,747 188,482 $ 6.87
Granted — $ —
Exercised 4,512) $ 2.14
Cancelled (89,093) $ 7.10
Balance at May 31, 2005 147,142 145,139 $ 6.88
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A summary of all outstanding and exercisable options, including those assumed in connection with Liberate acquisitions and the stock options issued outside of the stock
plans, as of May 31, 2005 is summarized below for employees involved in the Non-North America business:

Range of exercise price

$2.70 - $6.35
$8.47-88.47
$9.10- $9.10
$23.06 - $23.06

Stock-based Compensation - Stock Units

Options outstanding

Options vested/exercisable

Weighted- Number of
average options
Number of remaining ‘Weighted- outstanding Weighted-
options contractual average and average

outstanding life (in years) exercise price exercisable exercise price
73,998 6.40 $ 3.82 72,830 $ 3.84
10,000 6.00 $ 8.47 9,791 $ 8.47
58,144 6.43 $ 9.10 57,518 $ 9.10
5,000 5.05 $  23.06 5,000 $  23.06
147,142 6.34 $ 6.88 145,139 $ 6.90

During fiscal 2004, Liberate implemented a program to grant restricted stock units (“RSUs”) to certain employees and non-employee directors as part of our overall
stock-based compensation. Each RSU entitles the holder to receive one share of Liberate common stock on the vesting date of the RSU. The RSUs granted to employees
generally vest over a period of four years. Stock-based compensation representing the intrinsic value (fair market value) of the underlying shares at the date of grant of the RSUs
is recognized evenly over the vesting period. On the vesting dates, the RSUs are settled by the delivery of shares of common stock to the participants. During the FYO05,
Liberate granted 50,000 RSUs to employees involved in the Non-North America business. During FY05, 100,972 RSUs held by employees involved in the Non-North America
business were cancelled due to employee terminations. As of May 31, 2005 there was a balance of $394,673 in deferred stock-based compensation related to RSUs held by
employees involved in the Non-North America business in the owner’s net investment for the Non-North America business and there were 140,626 RSUs outstanding and

unvested held by employees involved in the Non-North America business.

In connection with the granting of stock units in fiscal 2004 and 2005, Liberate recorded $1.3 million and $120,000, respectively, of deferred stock-based compensation
for employees involved in the Non-North America business based on the fair value of the underlying shares of Liberate common stock at the date of grant, and such value is
amortized over the vesting period as compensation expenses. Amortization of deferred stock-based compensation by functions was as follows (in thousands):

Cost of revenues
Research and development
Sales and marketing

Year ended
May 31, 2005
$ 53

53
293
$ 399
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May 31, 2004
$ 63

138
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Note 6. Accrued Liabilities
As of May 31, 2004 and 2005, accrued liabilities consisted of the following (in thousands);

Year ended Year ended

May 31, 2005 May 31,2004

Excess facilities — short-term portion $ 672 $ 505
Accrued maintenance fees 270 330
Accrued professional fees 82 93
Other 125 90
$ 1,149 $ 1,018

Note 7. Excess Facilities Charges and Related Asset Impairment

Our excess facilities charges consist primarily of costs associated with permanently vacating certain facilities and the related asset impairments.

In fiscal 2005 there were no excess facilities charges. As of May 31, 2005, we had an accrual of $697,000 for excess facilities charges. Of the $697,000, $672,000 was
included in current accrued liabilities and $25,000 was classified as long-term excess facilities charges

In fiscal 2004, we recorded excess facilities charges of approximately $1.5 million related to our sales office in the U.K. which we no longer occupy. As of May 31,
2004, we had an accrual of $1.1 million for excess facilities charges related to this vacant facility. Of the $1.1 million, $505,000 was included in current accrued liabilities, and
$631,000 was classified as long-term excess facilities charges.

These amounts are not included in the liabilities assumed by SeaChange and shall be retained by Liberate.

Accrued excess facilities costs as of May 31, 2003 $ —
Excess facilities charge 1,457
Cash payments _
Non-cash deductions (321)
Accrued excess facilities costs as of May 31, 2004 1,136

Excess facilities charge —
Cash payments (439)
Non-cash deductions —

Accrued excess facilities costs as of May 31, 2005 $ 697
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Note 8. Restructuring Costs

Restructuring costs consists of severance costs which include severance pay and employee benefit obligations in connection with terminated employees. Historically,
excess facilities costs have been disclosed separately from restructuring.

In February 2002, Liberate announced the consolidation of its research and development activities into development centers located in California and in London,
Ontario, Canada. As part of this consolidation, certain employees in the Horsham, Pennsylvania, and Murray City, Utah, offices were relocated to these development centers.

The consolidation resulted in restructuring costs of $1.9 million attributable to the Non-North America business.

As part of Liberate’s ongoing efforts to control costs, Liberate effected several reductions in force during fiscal 2003, resulting in a headcount reduction of 163

employees involved in the Non-North America business and restructuring costs of $5.6 million attributable to the Non-North America business. In fiscal 2004 restructuring
costs were $512,000 attributable to the Non-North America business.

Accrued restructuring costs as of May 31, 2003

Restructuring charge
Cash payments

Accrued restructuring costs as of May 31, 2004

Restructuring charge
Cash payments

Accrued restructuring costs as of May 31, 2005

Note 9. Income Taxes

$ 297

512
(809)

For the fiscal years ended May 31, 2005 and 2004 the Non-North America business was not a separate taxable entity for federal, state or local income tax purposes and
its net taxable income/losses were included in Liberate’s consolidated tax returns and in the tax returns of Liberate’s foreign subsidiaries. We performed an analysis of the Non-

North America business’ taxes in accordance with SFAS No. 109, “Accounting for Income Taxes,” on a separate tax return basis.

The components of the provision for income taxes FY05 and FY04 are as follows:

Federal:
Current
Deferred

State:
Current
Deferred

Total provision for income taxes
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May 31,
2005 2004
$65 $—

65 —

1 1

1 1
$ 66 $ 1



Significant components of the Company’s deferred tax assets are as follows:

May 31,
2005 2004

Net operating loss carryforward $ 1,173 $ 2,312
Accrued excess facilities charges 10 244
Deferred revenue 3,509 275
Accrued vacation 42 58
Accrued bonus 79 2
Other accrued liabilities 144 187

Total 4,957 3,078
Gross deferred tax assets 4,957 3,078
Valuation allowance (4,957) (3,078)

Net deferred tax assets S S

Due to the uncertainty surrounding the realization of favorable tax attributes in future tax returns, the Company has placed a valuation allowance against all of its net
deferred tax assets. At such time as it is determined that it is more likely than not that the deferred tax assets are realizable, the valuation allowance will be reduced.

As of May 31, 2005, the Company has federal and state net operating loss carry-forwards of approximately $3.0 million. The federal and state loss carry-forwards expire at
various dates between 2014 and 2025.

The Tax Reform Act of 1986 imposes substantial restrictions on the use of net operating losses in the event of an ownership change of a corporation. Our ability to use net
operating loss carryforwards on an annual basis may be limited as a result of a prior ownership change in connection with private sales of equity securities, and accordingly, we
have provided a full valuation allowance on the deferred tax asset because of this uncertainty.

Note 10. Segment Reporting and Geographic Information

Revenues are classified by geographic region based on the country from which the sales order originates. Revenues by geographic region were as follows (in thousands):

May 31,
2005 2004

Europe, Middle East and Africa:

United Kingdom $1,024 $5,256

The Netherlands 1,086 1,468

Other — 901
Asia Pacific (Australia, Japan, Korea, Other) 234 280

Total revenues $2,344  $7,905

20



The Company’s fixed assets are predominantly located in North America.

Note 11. Subsequent Event
On July 6, 2005 Liberate Technologies received stockholder approval for the sale of substantially all of the assets relating to its Non-North America business to SeaChange.
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Exhibit 99.3

Introduction to Unaudited Combined Pro Forma Financial Statements

Unaudited Combined Pro Forma Balance Sheet as of April 30, 2005

Unaudited Combined Pro Forma Statements of Operations for the Twelve Months Ended January 31, 2005 and the Three Months Ended April 30, 2005
Notes to Unaudited Combined Pro Forma Financial Statements

SEACHANGE INTERNATIONAL, INC.
INTRODUCTION TO UNAUDITED COMBINED PRO FORMA FINANCIAL STATEMENTS

On July 12, 2005 SeaChange International, Inc. (“SeaChange”) completed the acquisition of substantially all of the assets of the business outside of North America of
Liberate Technologies (“Liberate”) pursuant to an Asset Purchase Agreement, dated April 15, 2005, by and among SeaChange, Liberate and Liberate Technologies B.V., a
wholly-owned subsidiary of Liberate, (the “Asset Purchase Agreement”). Liberate Technologies is a leading provider of software for digital cable systems. Pursuant to the terms
of the Asset Purchase agreement, SeaChange acquired certain customer contracts, employees, facilities, patents and other intellectual property of Liberate and assumed certain
liabilities related to Liberate’s business outside of North America. The purchase price totaled $23.5 million in cash and $192,000 of related acquisition costs. The following
unaudited combined pro forma financial statements have been prepared to give effect to the acquisition.

The unaudited combined pro forma financial statements are provided for informational purposes only and should not be considered indicative of actual balance sheet
data or operating results that would have been achieved had the acquisition been consummated on the dates indicated below and do not purport to indicate balance sheet data or
results of operations as of any future date or for any future period.

The acquisition has been accounted for using the purchase method of accounting in accordance with Statement of Financial Accounting Standards (“SFAS”) No. 141,
Business Combinations, and the acquired goodwill and other intangible assets have been accounted for under SFAS No. 142, Goodwill and Other Intangible Assets. The total
purchase price has been allocated to the tangible and intangible assets acquired and liabilities assumed based on the Company’s estimates of fair values at the time of
acquisition.

The Company’s fiscal year end is January 31 and Liberate’s fiscal year end is May 31. The unaudited combined pro forma balance sheet as of April 30, 2005 is prepared
assuming the transaction was consummated on that date, and, due to the different fiscal periods, combines SeaChange’s historical unaudited balance sheet as of April 30, 2005
and Liberate’s historical audited balance sheet as of May 31, 2005. The unaudited combined pro forma statement of operations for the twelve months ended January 31, 2005 is
presented as if the transaction had been completed on February 1, 2004 and, due to different fiscal periods, combines SeaChange’s historical audited consolidated statement of
operations for the year ended January 31, 2005 and Liberate’s historical unaudited combined statement of operations for the year ended November 30, 2004. The unaudited
combined pro forma statement of operations for the three months ended April 30, 2005, due to different fiscal periods, combines SeaChange’s historical unaudited results for
the three months ended April 30, 2005 and Liberate’s historical unaudited combined statement of operations for the three months ended May 31, 2005. SeaChange does not
believe that the unaudited combined pro forma financial statements would be materially impacted by any adjustments required to conform to SeaChange’s and Liberate’s fiscal
year ends.

The unaudited combined pro forma financial statements are based on estimates and assumptions and have been made solely for the purposes of developing such pro
forma information. The estimated pro forma adjustments arising from the acquisition are derived primarily from the allocation of the purchase price based on estimated fair
values of the acquired assets and assumed liabilities and the effects of the financing necessary to complete the acquisition under the terms of the Asset Purchase Agreement.

The unaudited combined pro forma financial information, and the accompanying notes, should be read in conjunction with the historical financial statements of
SeaChange as of and for the year ended January 31, 2005, including the notes thereto, which are included in its Annual Report on Form 10-K filed with the Securities and
Exchange Commission on April 15, 2005 and with the Company’s Quarterly Report on Form 10-Q for the quarterly period ended July 31, 2005 filed with the Securities and
Exchange Commission on September 9, 2005 and with the May 31, 2005 and 2004 financial statements of Liberate Technologies’ Non-North American Business, including the
notes thereto, included elsewhere in this filing.
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SEACHANGE INTERNATIONAL, INC.
UNAUDITED COMBINED PRO FORMA BALANCE SHEET
AS OF APRIL 30, 2005
(in thousands, except share and per share data)

Historical Historical
SeaChange Liberate
April 30, May 31, Acquisition
2005 2005 Adjustments Pro Forma
Assets
Current assets:
Cash and cash equivalents $ 77,389 $ — $ (23,747)A $ 53,642
Marketable securities 22,286 — — 22,286
Restricted cash 1,000 — — 1,000
Accounts receivable, net 29,762 2,708 (2,708)B 29,762
Inventories 22,851 — — 22,851
Income taxes receivable 3,954 — — 3,954
Prepaid expenses and other current assets 7,606 69 (29A,B 7,646
Total current assets 164,848 2,777 (26,484) 141,141
Property and equipment, net 16,019 361 (33)B 16,342
Restricted cash — 692 (692)B —
Marketable securities 17,933 — — 17,933
Investments in affiliates 7,491 — — 7,491
Intangible assets, net 421 — 14,200A 14,621
Goodwill 1,882 — 9,287A 11,169
Other assets 3,555 — — 3,555
$212,149 $ 3,830 $ (3,727) $212,252
Liabilities and Stockholders’ Equity
Current liabilities:
Current portion of lines of credit and obligations under capital lease § 105 $  — $ — § 105
Accounts payable 12,039 110 (110)B 12,039
Income taxes payable 1,962 — — 1,962
Accrued litigation reserve 7,705 — — 7,705
Other accrued expenses 5,636 1,466 (1,363)A,B 5,739
Customer deposits 266 — — 266
Deferred revenue 20,020 329 (329)B 20,020
Total current liabilities 47,733 1,905 (1,802) 47,836
Excess facilities charges — 25 (25)B —
Deferred revenues — 9,065 (9,065)B —
Total liabilities 47,733 10,995 (10,892) 47,836
Commitments and contingencies
Stockholders’ equity:
Convertible preferred stock — — — —
Common stock 282 — — 282
Additional paid-in capital 174,510 — — 174,510
Owners’ net investment (deficit) — 59,575 (59,575)C —
Accumulated deficit (10,033) (64,550) 64,550C (10,033)
Accumulated other comprehensive loss (343) (2,190) 2,190C (343)
Total stockholders’ equity and owners’ net investment (deficit) 164,416 (7,165) 7,165 164,416
$212,149 $ 3,830 $ (3,727) $212,252

See accompanying notes to Unaudited Combined Pro Forma Financial Statements.
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SEACHANGE INTERNATIONAL, INC.
UNAUDITED COMBINED PRO FORMA STATEMENTS OF OPERATIONS

FOR THE TWELVE MONTHS ENDED JANUARY 31, 2005

(in thousands, except per share amounts)

Revenues
Cost of revenues

Gross profit

Operating expenses:
Research and development
Selling and marketing
General and administrative
Restructuring costs
Excess facilities charge

Income (loss) from operations
Other income, net
Interest income
Interest expense
Income (loss) before income taxes and equity loss in earnings of affiliates
Income tax expense (benefit)
Equity loss in earnings of affiliates
Net income (loss)
Basic income per share

Diluted income per share

Weighted average common shares outstanding:
Basic

Diluted

Historical Historical
SeaChange Liberate
January 31, November 30,

2005 2004
$157,303 $ 6,096
85,846 2,428
71,457 3,668
29,424 3,812
18,053 586
11,656 (106)
— 38
— 1,457
59,133 5,787
12,324 (2,119)
— (81)
1,004 —
(42) M
13,286 (2,201)
3,200 (18)
148 —
$ 9938 $  (2,183)
§ 036
§ 034
27,640
29,053

See accompanying notes to Unaudited Combined Pro Forma Financial Statements.
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Acquisition

Adjustments Pro Forma
$ — $163,399
209D 88,483

(209) 74,916

— 33,236

— 18,639
1,695D 13,245

— 38

— 1,457

1,695 66,615
(1,904) 8,301
— (81
(365)E 639
— (43)
(2,269) 8,816
(146)F 3,036

— 148

$ (2,123) $ 5,632
$ 020

$ 0.19

27,640

29,053




SEACHANGE INTERNATIONAL, INC.
UNAUDITED COMBINED PRO FORMA STATEMENTS OF OPERATIONS

FOR THE THREE MONTHS ENDED APRIL 30, 2005

(in thousands, except per share amounts)

Revenues
Cost of revenues

Gross profit
Operating expenses:
Research and development

Selling and marketing
General and administrative

Loss from operations
Other income, net
Interest income
Interest expense
Loss before income taxes and equity income in earnings of affiliates
Income tax benefit
Equity income in earnings of affiliates

Net loss
Basic loss per share
Diluted loss per share

Weighted average common shares outstanding:
Basic

Diluted

Historical
SeaChange
April 30,2005

$ 31,512
18,004

13,508

7,880
5,006
2,672

15,558

(2,050)

568
™

Historical
Liberate
May 31, 2005

$ 210
333

(123)

1,278
511
52

1,841
(1,964)
98
67)
(1,893)

S (1,893)

See accompanying notes to Unaudited Combined Pro Forma Financial Statements.
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Acquisition
Adjustments

$ _
95D

(95)

969D
969
(1,064)

(_90)E

(1,154)
(6)F

S (1,118)

Pro
Forma

$31,722
18,432

13,290

9,158
5,517
3,693

18,368

(5,078)
98
478

(34)

(4,536)
(617)
330

$(3,589)

$ (0.13)

$ (0.13)

28,179

28,179



SEACHANGE INTERNATIONAL, INC.
NOTES TO UNAUDITED COMBINED PRO FORMA FINANCIAL STATEMENTS

In preparation of the unaudited combined pro forma financial statements, the following significant assumptions and adjustments have been made. Pro forma adjustments reflect
only those adjustments which are factually determinable and do not include the impact of contingencies. Pro forma adjustments include the following:

A)

B)
0O
D)

E)

F)

Adjustments to record the fair value of the assets acquired and liabilities assumed. The aggregate purchase price to be paid in cash for Liberate is $23.7 million, including
transaction costs relating to the acquisition. The purchase price allocation is based on SeaChange’s current estimates of respective fair values and indicators from studies
and valuations.

Below is a table of the estimated purchase price allocation for Liberate:

(Amounts in thousands)
Total Estimated Purchase Price:

Cash payment $23,555
Estimated transaction costs 192
$23,747
Purchase Price Allocation:
Fair value of assets acquired 364
Liabilities assumed (104)
Total fair value of net tangible assets 260

Identifiable Intangible Assets:

Customer contracts 12,800
Completed technology 1,200
Tradenames 200

Total fair value of intangible assets 14,200

Goodwill 9,287
Total Estimated Purchase Price $23,747

Adjustment to eliminate Liberate’s assets and liabilities not acquired in the acquisition.
Adjustment to eliminate Liberate’s owners’ net investment (deficit).

Adjustment to record amortization expense for the identifiable intangible assets associated with the acquisition for the year ended January 31, 2005, and for the three
months ended April 30, 2005, as if the acquisition had been completed on February 1, 2004. Total amortization expense is $1.9 million, of which $209,000 is in cost of
sales and the remainder is in general and administrative expense, for the twelve months ended January 31, 2005 and $1.1 million, of which $95,000 is in cost of sales and
the remainder is in general and administrative expense, for the three months ended April 30, 2005. SeaChange’s assessment of the useful life of each acquired identifiable
intangible asset is as follows:

Intangible Asset Useful Life

Customer Contracts 3-8-year economic consumption life
Completed Technology 6-year economic consumption life
Trademarks S-year economic consumption life

Goodwill resulting from the acquisition is not amortized in accordance with the provision of SFAS 142.

Adjustment to reduce interest income by $365,000 and $90,000 for the twelve months ended January 31, 2005 and the three months ended April 30, 2005, respectively.
The interest income is related to interest earned on SeaChange’s marketable securities and cash equivalents. Had the combination been completed on February 1, 2004,
SeaChange would have had $23.7 million less in cash to invest, and therefore, less interest income earned during the pro forma periods.

Adjustment to income tax expense for pro forma adjustments reflects the statutory rate in effect for the twelve months ended January 31, 2005 and the three months ended
April 30, 2005. SeaChange recorded no income tax benefit for the amortization of intangible assets based on cumulative historical losses in the respective taxing
jurisdiction.



