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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

Workday, Inc.

Condensed Consolidated Balance Sheets
(in thousands)

(unaudited)
April 30, January 31,
2014 20140

Assets
Current assett

Cash and cash equivale $ 246,00 $ 581,32

Marketable securitie 1,619,95 1,305,25:

Accounts receivable, n 99,13¢ 92,18

Deferred cost 16,71( 16,44¢

Prepaid expenses and other current a: 32,09¢ 28,44
Total current asse 2,013,89: 2,023,65
Property and equipment, r 89,12¢ 77,66¢
Deferred costs, noncurre 20,04 20,79°
Goodwill and acquisitic-related intangible assets, 1 35,67¢ 8,48¢
Other asset 47,94¢ 45,65¢
Total asset $2,206,691  $2,176,26!
Liabilities and stockholders’ equity
Current liabilities:

Accounts payabl $ 12,03¢ $ 6,21:

Accrued expenses and other current liabili 30,09¢ 17,99¢

Accrued compensatic 48,69: 55,62(

Capital lease 8,44 9,371

Unearned revent 388,05¢ 332,68:
Total current liabilities 487,32 421,89(
Convertible senior notes, 473,81. 468,41.
Capital leases, noncurre 1,78( 3,58¢
Unearned revenue, noncurrt 73,88¢ 80,88:
Other liabilities 14,45: 14,27
Total liabilities 1,051,25. 989,04
Stockholder' equity:

Common stocl 182 181

Additional paic¢in capital 1,788,55 1,761,15

Accumulated other comprehensive incc 481 26¢

Accumulated defici (633,779 (574,389
Total stockholder equity 1,155,43 1,187,21
Total liabilities and stockholde’ equity $2,206,691 $2,176,26!

(1) Amounts as of January 31, 2014 were derived freamJmuary 31, 2014 audited financial statem

See Notes to Condensed Consolidated Financialnstats.
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Revenues
Subscription service
Professional service
Total revenue

Costs and expens@):
Costs of subscription servic
Costs of professional servic
Product developmel
Sales and marketir
General and administrati\

Total costs and expens
Operating los!
Other expense, n

Workday, Inc.

Condensed Consolidated Statements of Operations
(in thousands, except per share data)
(unaudited)

Loss before provision for income tax

Provision for income taxe
Net loss

Net loss per share, basic and dilu

Weightec-average shares used to compute net loss per blaaie and dilute:

(1) Costs and expenses include ~based compensation as follov
Costs of subscription servic
Costs of professional servic

Product developmel
Sales and marketir

General and administratiy

See Notes to Condensed Consolidated Financialistats.
4

Three Months Ended

April 30,
2014 2013
$123,40° $ 68,41¢
36,33( 23,22,
159,73 91,64
21,45¢ 14,93(
35,96( 21,76¢
65,171 36,28:
68,16 38,36¢
21,06 12,92«
211,82( 124,26¢
(52,087 (32,629
(6,999 (25€)
(59,08) (32,880
307 13E
$(59,389  $(33,01F)
$ (037 $ (0.20)
183,08« 168,07-
$ 1,058 $ 262
2,19¢ 47¢
10,86¢ 1,90i
6,752 1,04:
8,001 3,72¢
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Workday, Inc.

Condensed Consolidated Statements of Comprehensiless
(in thousands)
(unaudited)

Net loss
Other comprehensive income (loss), net of

Changes in foreign currency translation adjustr

Net change in unrealized gains (losses) on ava-for-sale investment
Other comprehensive income (loss), net of

Comprehensive los

See Notes to Condensed Consolidated Financialriitats.
5

Three Months Ended
April 30,
2014 2013

$(59,389 $(33,01Y

39 (86)
172 83
212 @A)

$(59,17) $(33,019)
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Workday, Inc.

Condensed Consolidated Statements of Cash Flows
(in thousands)
(unaudited)

Cash flows from operating activities
Net loss
Adjustments to reconcile net loss to net cash piexviby operating activitie
Depreciation and amortizatic
Sharebased compensation expen
Amortization of deferred cos
Amortization of debt discount and issuance ¢
Other
Changes in operating assets and liabilities, neusfness combination
Accounts receivabl
Deferred cost
Prepaid expenses and other as
Accounts payabl
Accrued expense and other liabiliti
Unearned revent
Net cash provided by operating activit
Cash flows from investing activities
Purchases of marketable securi
Maturities of marketable securiti
Business combinations, net of cash acqu
Purchases of property and equipir
Other
Net cash provided by (used in) investing activi
Cash flows from financing activities
Proceeds from issuance of common stock from empleggity plan:
Principal payments on capital lease obligati
Shares repurchased for tax withholdings on vesifrrgstricted stocl
Other
Net cash provided by (used in) financing activi
Effect of exchange rate chang
Net increase (decrease) in cash and cash equis
Cash and cash equivalents at the beginning of g

Cash and cash equivalents at the end of pi

Supplemental cash flow date
Cash paid for intere:
Non-cash investing and financing activiti¢
Property and equipment acquired under capital &
Vesting of early exercised stock optic
Purchases of property and equipment, accrued hytaid

See Notes to Condensed Consolidated Financialnstats.
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Three Months Ended

April 30,
2014 2013
$ (59,389 $ (33,01
12,52 6,56¢
28,87 7,41¢
3,952 2,48:
5,92( —
604 (26)
(7,019 7,131
(3,469 (3,236
(7,350 (3,56%)
(2,430 2,421
1,091 15,45
48,37¢ 15,67¢
21,697 17,31(
(670,40  (287,84)
353,23( 406,70¢
(26,31 —
(9,879 (1,895
1,00( 9C
(352,36 117,06:
2,99¢ 4,56¢
(2,749 (3,759
(5,007 —
60 8
(4,695) 82C
39 (86)
(335,32) 135,10t
581,32¢ 84,15¢
$ 246,00 $ 219,26
$ 18¢ $ 424
— 11¢%
47¢ 531
12,99¢ 13,27t
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Workday, Inc.

Notes to Condensed Consolidated Financial Statement

Note 1. Overview and Basis of Presentation
Company and Background

Workday provides enterprise cloud applicationshioman capital management (HCM), payroll, finanoiaihagement and analytics. We
offer innovative and adaptable technology focusethe consumer Internet experience and cloud dglivedel. Our applications are designec
for global enterprises to manage complex and dyoampérating environments. We provide our custorhigyisly adaptable, accessible and
reliable applications to manage critical businesgfions that enable them to optimize their finahand human capital resources. We are
incorporated in Delaware.

Basis of Presentation

The accompanying unaudited condensed consolidetaddial statements have been prepared in accadaitit generally accepted
accounting principles in the United States (GAAR) applicable rules and regulations of the Seasriéind Exchange Commission (SEC)
regarding interim financial reporting. The condehsensolidated financial statements include thaltes®f Workday, Inc. and its wholly-
owned subsidiaries. Certain information and noseldsures normally included in the financial statats prepared in accordance with GAAP
have been condensed or omitted pursuant to sues anld regulations. In the opinion of our managentiea information contained herein
reflects all adjustments necessary for a fair priedn of Workday'’s results of operations, finatgiosition and cash flows. All such
adjustments are of a normal, recurring nature.réBalts of operations for the quarter ended AjlZ14 shown in this report are not
necessarily indicative of results to be expectedtfe full year ending January 31, 2015. The urtaddiondensed consolidated financial
statements should be read in conjunction with tititad consolidated financial statements in our yairReport on Form 10-K for the year
ended January 31, 2014, filed on March 31, 2014rd@have been no changes to our significant acitmupblicies described in the annual
report that have had a material impact on our cosel consolidated financial statements and relaéas.

Subsequent to the filing of our Annual Report omrd.0-K, we added a policy related to business doations. For business
combinations, we use our best estimates and asgumspd accurately assign fair value to the tamgébid intangible assets acquired and
liabilities assumed as of the acquisition date. €atimates are inherently uncertain and subjefioement. During the measurement period,
which may be up to one year from the acquisitioie dae may record adjustments to the fair valuthe$e tangible and intangible assets
acquired and liabilities assumed, with the corresiig offset to goodwill. In addition, uncertairxtpositions and tax-related valuation
allowances are initially established in connectidth a business combination as of the acquisitiate dWe continue to collect information and
reevaluate these estimates and assumptions gyatetirecord any adjustments to our preliminarymegtes to goodwill provided that we are
within the measurement period. Upon the conclusfaihe measurement period or final determinatiotheffair value of assets acquired or
liabilities assumed, whichever comes first, anyssgjuent adjustments are recorded to our condenssdldated statements of operations.

Use of Estimates

The preparation of condensed consolidated finasté@éments in conformity with GAAP requires ugrtake certain estimates, judgme
and assumptions that affect the reported amourdass#ts and liabilities and disclosure of contingesets and liabilities as of the date of the
financial statements, as well as the reported atsafirevenues and expenses during the reportirigdoe hese estimates include, but are not
limited to, the determination of the relative sadliprices for our services, the recoverability efedred costs, certain assumptions used in the
valuation of equity awards and the fair value &fedis acquired and liabilities assumed through legsisombinations. Actual results could d
from those estimates and such differences coulddterial to our consolidated financial position aesults of operations.

Segment Information

We operate in one operating segment, cloud apjditatOperating segments are defined as compoo&atsenterprise about which
separate financial information is evaluated redylby the chief operating decision maker in deaipiow to allocate resources and assessing
performance. Our chief operating decision makercalles resources and assesses performance basedisguete financial information at the
consolidated level. Since we operate in one opegaggment, all required financial segment inforomatan be found in the condensed
consolidated financial statemer



Recent Accounting Pronouncements

On May 28, 2014, the FASB issued ASU 2014-09 reiggrdSC Topic 606Revenue from Contracts with Customef$e standard
provides principles for recognizing revenue for ttamsfer of promised goods or services to custemith the consideration to which the en
expects to be entitled in exchange for those goodsgrvices. The guidance will be effective for fiscal year beginning February 1, 2017.
Early adoption is not permitted. We are currentigleating the accounting, transition and discloseriirements of the standard and cannot
currently estimate the financial statement impdetdoption.
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Note 2. Marketable Securities

At April 30, 2014, marketable securities consistéthe following (in thousands):

Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value
U.S. agency obligations $1,403,09. $ 36¢ $ (42 $1,403,42
U.S. treasury securitie 214,69:. 16€ — 214,85¢
Commercial pape 106,98. — — 106,98:.
U.S. corporate securiti¢ 31,66¢ 12 — 31,68(
Money market fund 51,89: — — 51,89¢

$1,808,33 $  54€ $ (42  $1,808,83

Included in cash and cash equivale $ 188,88 $ — $ () $ 188,88!
Included in marketable securiti $1,619,44. $  54¢ $ (4] $1,619,95
At January 31, 2014, marketable securities corgsistehe following (in thousands):

Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value

U.S. agency obligations $1,125,17 $ 334 $ (50 $1,125,45.
U.S. treasury securitie 536,74 88 47 536,78t
Commercial pape 62,99’ — — 62,997
U.S. corporate securiti¢ 11,77: 6 — 11,777
Money market fund 90,15¢ — — 90,15¢

$1,826,84. $ 42t $ (97 $1,827,17!
Included in cash and cash equivale $ 521,95¢ $ 3 $ (37 $ 521,92
Included in marketable securiti $1,304,88: $ 42t $ (6C) $1,305,25

We do not believe the unrealized losses repreghat-than-temporary impairments based on our etialuaf available evidence as of
April 30, 2014. No marketable securities held ag\pfil 30, 2014 have been in a continuous unredlipss position for more than 12 months.
We classify our marketable securities as availétnesale at the time of purchase and reevaluatk slassification as of each balance sheet
date. We may sell these securities at any timederin current operations or for other purposesh sis consideration for acquisitions, even if
they have not yet reached maturity. As a resultchassify our investments, including securitieswitaturities beyond twelve months as
current assets in the accompanying condensed édatsal balance sheets. Marketable securities oodhéensed consolidated balance sheets
consist of securities with original maturities la¢ time of purchase of greater than three monttisteremainder of the securities is reflecte
cash and cash equivalents.

Note 3. Deferred Costs
Deferred costs consisted of the following (in thends):

April 30, January 31
2014 2014
Current:
Deferred professional service co $ 3,19¢ $ 3,65t
Deferred sales commissio 13,51: 12,89:
Total $16,71( $ 16,44¢
Noncurrent;
Deferred professional service co $ 4,35¢ $ 4,35]
Deferred sales commissio 15,69( 16,44(
Total $20,04: $ 20,79
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Note 4. Property and Equipment, Net

Property and equipment consisted of the followingl{ousands):

April 30, January 31.
2014 2014
Computers, equipment and software $ 85,30: $ 75,861
Computers, equipment and software acquired ungetatéease: 35,89¢ 38,91
Furniture and fixture 8,76¢ 7,782
Leasehold improvemen 23,02¢ 15,88t
152,99: 138,44¢
Less accumulated depreciation and amortize (63,869 (60,787
Property and equipment, r $ 89,12¢ $ 77,664

Depreciation expense totaled $9.7 million and $8illion for the three months ended April 30, 20112013, respectively. These
amounts include depreciation of assets recordedrwapital leases of $2.8 million and $3.3 millfonthe three months ended April 30, 2014
and 2013, respectively.

Note 5. Business Combinations
Identified, Inc.

On February 20, 2014, we acquired Identified, Ifar.the purpose of enhancing search capabilitiesaacelerating the delivery of
predictive analytics and machine learning througloau suite of applications. We have included tharfcial results of the acquired compan
the consolidated financial statements from the datequisition. The consideration paid for thigjaisition was $26.4 million, not including
cash acquired.

The following table summarizes the estimated falugs of assets acquired and liabilities assumed the date of acquisition (in
thousands):

Cash $ 74
Prepaid expenses and other current a: 15C
Identified intangible assets acquirt

Developed technolog 3,60(
Goodwill 23,824

Total assets acquire 27,64¢
Accrued expenses and other current liabili (1,257%)
Deferred tax liabilitie: —

Total liabilities assume (1,259
Net assets acquire $26,39:

The excess of purchase consideration over the/dhile of net tangible and identifiable intangibssets acquired was recorded as
goodwill. The fair values assigned to tangible afahtifiable intangible assets acquired and liibsi assumed are based on management’s
estimates and assumptions. The preliminary estihfatevalues of assets acquired and liabilitiesuased, including current and noncurrent
income taxes payable and deferred taxes, and fiddfti intangible assets may be subject to chasgalditional information is received and
certain tax returns are finalized. We expect talfize the allocation of purchase considerationoas ®s practicable and no later than one year
from the acquisition date.

Developed technology represents the estimateddhie of the acquired existing technology and isdp@amortized over its estimated
remaining useful life of three years. Goodwill amtauare not amortized, but rather tested for inmpaurt at least annually during the last three
months of the fiscal year. The goodwill balanceas deductible for U.S. income tax purposes.

9
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Note 6. Goodwill and Acquisition-related IntangibleAssets, net

Goodwill and acquisition-related intangible assetssisted of the following (in thousands):

April 30, January 31.

2014 2014
Acquired purchased technology $ 4,20( $ 60C
Customer relationship assi 33¢ 33€
4,53¢ 93¢
Less accumulated amortizati 1,17]) (939

Intangible assets, n 3,36 —
Goodwill 32,31: 8,48¢
Goodwill and intangible assets, $35,67¢ $ 8,48¢
Note 7. Other Assets
Other assets consisted of the following (in thodsgn

April 30, January 31

2014 2014
Issuance costs of convertible senior notes $10,10¢ $ 10,62t
Acquired land leasehold interest, | 9,96¢ 9,991
Technology patents, n 4,63: 4,86¢
Other 23,24t 20,17%
Total $47,94¢ $ 45,65¢

Amortization expense on our land leasehold inteardttechnology patents, both of which were acquimehe three months ended
January 31, 2014, was $0.3 million for the threenthe ended April 30, 2014.

Note 8. Fair Value Measurements

We measure our financial assets and liabilitifaiatvalue at each reporting period using a falugaierarchy that requires that we
maximize the use of observable inputs and minirtfizeuse of unobservable inputs when measuring/&dire. A financial instrument’s
classification within the fair value hierarchy iaded upon the lowest level of input that is sigaifit to the fair value measurement. Three leve
of inputs may be used to measure fair value:

Level 1 — Observable inputs that reflect quotedgsi(unadjusted) for identical assets or liabditieactive markets.
Level 2 — Include other inputs that are directlyiratirectly observable in the marketplace.

Level 3 — Unobservable inputs that are supportetlitthy or no market activity.

Financial assets

We value our marketable securities using quotezkprior identical instruments in active markets nvaeailable. If we are unable to
value our marketable securities using quoted pificeslentical instruments in active markets, wéugaour investments using broker reports
that utilize quoted market prices for identicacomparable instruments. We validate, on a sampis e derived prices provided by the
brokers by comparing their assessment of the &dires of our investments against the fair valugb@fortfolio balances of another thipdrty
professional’s pricing service. To date, all of awarketable securities can be valued using onkeskt two methodologies.

10
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Based on our valuation of our marketable securitiesconcluded that they are classified in eithevdl 1 or Level 2 and we have no
financial assets or liabilities measured using L&viaputs. The following tables present informatabout our assets that are measured at fair
value on a recurring basis using the above inpggoaies (in thousands):

Fair Value Measurements as o

April 30, 2014

Description Level 1 Level 2 Total
U.S. agency obligations $ — $1,403,42 $1,403,42
U.S. treasury securitie 214,85¢ — 214,85¢
Commercial pape — 106,98. 106,98.
U.S. corporate securiti¢ — 31,68( 31,68(
Money market fund 51,89: — 51,89¢

$266,75: $1,542,08: $1,808,83!
Included in cash and cash equivale $ 188,88!
Included in marketable securiti $1,619,95

Fair Value Measurements as o
January 31, 2014

Description Level 1 Level 2 Total
U.S. agency obligations $ — $1,125,45. $1,125,45.
U.S. treasury securitie 536,78t — 536,78t
Commercial pape — 62,99" 62,99"
U.S. corporate securiti¢ — 11,777 11,777
Money market fund 90,15¢ — 90,15¢
$626,94° $1,200,22 $1,827,17!
Included in cash and cash equivale $ 521,92.
Included in marketable securiti $1,305,25.

Financial liabilities

The carrying amounts and estimated fair valuegnaficial instruments not recorded at fair valueaéollows (in thousands):

April 30, 2014 January 31, 2014
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
0.75% Convertible senior notes $284,76:« $402,50( $281,35¢ $434,87!
1.50% Convertible senior not 189,04t 292,03: 187,05: 319,21¢

The estimated fair value of the convertible senmtes, which we have classified as Level 2 findringtruments, was determined based
on the quoted bid price of the convertible senimen in an over-the-counter market on April 30,£2afhd January 31, 2014.

Based on the closing price of our common stock7&.&7 on April 30, 2014, the if-converted valuetltd 0.75% convertible senior notes
and the if-converted value of the 1.50% convertii@rior notes were more than their respective jp@hamounts.

Note 9. Convertible Senior Notes
Convertible Senior Notes

In June 2013, we issued 0.75% convertible senitesndue July 15, 2018 (2018 Notes) with a princgmbunt of $350.0 million. The
2018 Notes are unsecured, unsubordinated obligataomd interest is payable in cash in arreardiaed rate of 0.75% on January 15 and
July 15 of each year, beginning on January 15, 20hd 2018 Notes mature on July 15, 2018 unleagrcbpsed or converted in accordance
with their terms prior to such date. We cannot ezdéhe 2018 Notes prior to maturity.

11
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Concurrently, we issued 1.50% convertible senidesidue July 15, 2020 (2020 Notes) with a princgmabunt of $250.0 million
(together with the 2018 Notes, referred to as NofHse 2020 Notes are unsecured, unsubordinatégitions of Workday, and interest is
payable in cash in arrears at a fixed rate of 1.88%anuary 15 and July 15 of each year, beginminganuary 15, 2014. The 2020 Notes
mature on July 15, 2020 unless repurchased or c@uvim accordance with their terms prior to suatedWe cannot redeem the 2020 Notes
prior to maturity.

The terms of the Notes are governed by Indentwesd between us and Wells Fargo Bank, Nationabéiation, as Trustee (the
Indentures). Upon conversion, holders of the Natiélgeceive cash, shares of Class A Common Stack @ombination of cash and shares of
Class A Common Stock, at our election.

For the 2018 Notes, the initial conversion rate29075 shares of Class A Common Stock per $1,6806ipal amount, which is equal to
an initial conversion price of approximately $83®28 share of Class A Common Stock, subject tosaatient. Prior to the close of business or
March 14, 2018, the conversion is subject to thisfe@tion of certain conditions as described belbar the 2020 Notes, the initial conversion
rate is 12.2340 shares of Class A Common StocBp@®00 principal amount, which is equal to an @&itionversion price of approximately
$81.74 per share of Class A Common Stock, subgeatijustment. Prior to the close of business orchlaB, 2020, the conversion is subject tc
the satisfaction of certain conditions, as describelow.

Holders of the Notes who convert their Notes inr@mstion with certain corporate events that congtitumakewhole fundamental chan
(as defined in the Indentures) are, under certatumstances, entitled to an increase in the caiwerate. Additionally, in the event of a
corporate event that constitutes a fundamentalgdhéas defined in the Indentures), holders of theebBimay require us to repurchase all or a
portion of their Notes at a price equal to 100%hef principal amount of the Notes, plus any accraed unpaid interest.

Holders of the 2018 Notes and 2020 Notes may comlasr a portion of their Notes prior to the abosf business on March 14, 2018 for
the 2018 Notes and March 13, 2020 for the 2020 $ydatemultiples of $1,000 principal amount, onlyden the following circumstances, none
of which have occurred to date:

» if the last reported sale price of Class A Camnrstock for at least twenty trading days durimgedod of thirty consecutive trading
days ending on the last trading day of the immetligireceding calendar quarter is greater thamoaleto 130% of the conversion
price of the respective Notes on each applicahldinig day:

» during the five business day period after ang €onsecutive trading day period in which thelimg price per $1,000 principal
amount of the respective Notes for each day offthatday consecutive trading day period was lbas 98% of the product of the
last reported sale price of Class A Common Stocktha conversion rate of the respective Notes ch snading day; o

» upon the occurrence of specified corporate evastapted in the Indenture

In accounting for the issuance of the Notes, wausdpd each of the Notes into liability and eqoitynponents. The carrying amounts of
the liability components were calculated by measythe fair value of similar liabilities that dotrttave associated convertible features. The
carrying amount of the equity components represgrttie conversion option were determined by dedgdtie fair value of the liability
components from the par value of the respectiveedldthese differences represent debt discountatbamortized to interest expense ove
respective terms of the Notes. The equity companare not remeasured as long as they continueebtime conditions for equity
classification.

We allocated the total issuance costs incurreHe@®018 Notes and 2020 Notes on a prorated béasis e aggregate principal balanc
In accounting for the issuance costs related t@€18 Notes and 2020 Notes, we allocated the aotalunt of issuance costs incurred to
liability and equity components. Issuance costibattable to the liability components are being atimed to interest expense over the
respective terms of the Notes, and the issuands atisbutable to the equity components were dedginst the respective equity component:
in additional paid-in capital. For the 2018 Notes, recorded liability issuance costs of $7.2 millend equity issuance costs of $2.0 million.
Amortization expense for the liability issuancetsosas $0.4 million for the three months ended IA30i 2014. For the 2020 Notes, we
recorded liability issuance costs of $4.7 milliordaquity issuance costs of $1.8 million. Amortizatexpense for the liability issuance costs
was $0.2 million for the three months ended Apdi] 3014.

12
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The Notes consisted of the following (in thousands)

April 30, 2014
2018 Note 2020 Note

Principal amounts
Principal $350,00( $250,00(
Unamortized debt discou®@ (65,23¢) (60,957)
Net carrying amour $284,76: $189,04¢
Carrying amount of the equity compon(2 $ 74,89: $ 66,00

(1) Included in the consolidated balance sheetsimviConvertible senior notes, net and amortized dve remaining lives of the Notes on the
straigh-line basis as it approximates the effective interae method

(2) Included in the consolidated balance sheetsimvadditional paid-in capital, net of $2.0 milliamd $1.8 million for the 2018 Notes and
2020 Notes, respectively, in equity issuance c

As of April 30, 2014, the remaining life of the Z)Notes and 2020 Notes is approximately 50 montks7d months, respectively.

The effective interest rates of the liability compats of the 2018 Notes and 2020 Notes are 5.7%56.@&5%%, respectively. These intel
rates were based on the interest rates of sinmlbitities at the time of issuance that did notdagsociated convertible features. The following
table sets forth total interest expense recognigkded to the 2018 Notes and 2020 Notes for treetmonths ended April 30, 2014 (in
thousands):

Three Months Ended

April 30, 2014

2018 Note 2020 Note

Contractual interest expense $ 65€ $ 93¢
Interest cost related to amortization of debt isseacost: 352 16¢€
Interest cost related to amortization of the dektalint 3,40¢ 1,99¢

Notes Hedge

In connection with the issuance of the 2018 Notek2020 Notes, we entered into convertible noteyaerhnsactions with respect to our
Class A common stock (Purchased Options). The ResthOptions cover, subject to aditistion adjustments substantially identical togaan
the Notes, approximately 7.3 million shares of Glass A common stock and are exercisable upon csioveof the Notes. The Purchased
Options have initial exercise prices that corresptmthe initial conversion prices of the 2018 Noémd 2020 Notes, respectively, subject to
anti-dilution adjustments substantially similathose in the Notes. The Purchased Options willrexipi 2018 for the 2018 Notes and in 2020
for the 2020 Notes, if not earlier exercised. ThecRased Options are intended to offset potentiahemic dilution to our Class A Common
Stock upon any conversion of the Notes. The Puath&gptions are separate transactions and are riaiffihe terms of the Notes.

We paid an aggregate amount of $143.7 million lierRurchased Options, which is included in additigaid-in capital in the
consolidated balance sheets.

Warrants

In connection with the issuance of the Notes, ge ahtered into warrant transactions to sell wasr&he Warrants) to acquire, subject tc
anti-dilution adjustments, up to approximately milion shares in July 2018 and 3.1 million shareduly 2020 of our Class A common stock
at an exercise price of $107.96 per share. If tlaerihts are not exercised on their exercise deieg will expire. If the market value per share
of our Class A common stock exceeds the applicatdecise price of the Warrants, the Warrants velldha dilutive effect on our earnings per
share assuming that we are profitable. The War@etseparate transactions, and are not part ¢éthmes of the Notes or the Purchased
Options.

We received aggregate proceeds of $92.7 milliomftioe sale of the Warrants, which is recorded thitazhal paid-in capital in the
consolidated balance sheets.
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Note 10. Commitments and Contingencies
Leases

We lease office space under nhoncancelable operatisgs in the U.S. and overseas with various &tiir dates. In addition, we leased &
6-acre parcel of vacant land under a 95-year ladgeent to our existing Pleasanton, Californiaéefacility in January 2014. Certain of our
office leases are with an affiliate of our ChairmBavid Duffield, who is also a significant stochdier.

The facility lease agreements generally providedotal payments on a graduated basis and forraptmrenew, which could increase
future minimum lease payments if exercised. Wegeie rent expense on a straight-line basis ovepériod in which we benefit from the
lease and have accrued for rent expense incurteabbpaid. Rent expense totaled $4.3 million abhd@ $nillion for the three months ended
April 30, 2014 and 2013, respectively.

We lease certain equipment and related software &o affiliate of Mr. Duffield (see Note 15) anafin various third parties. The
equipment lease terms contain a bargain purchagmamd are therefore classified as capital leases

Legal Matters

We are a party to various legal proceedings ardhslavhich arise in the ordinary course of busingssur opinion, there was not at least
a reasonable possibility that we had incurred anwtloss, or a material loss in excess of a @@waccrual, with respect to such loss
contingencies.

Note 11. Common Stock and Stockholders’ Equity
Common Stock

As of April 30, 2014, there were 95.1 million shaud Class A common stock and 89.4 million shafeSlass B common stock
outstanding. The rights of the holders of Clasofmon stock and Class B common stock are identzakpt with respect to voting and
conversion. Each share of Class A common stochtitlexl to one vote per share and each share ss@acommon stock is entitled to ten
votes per share. Each share of Class B common statke converted into a share of Class A comnmok st any time at the option of the
holder.

Employee Equity Plans

Our board of directors adopted the 2012 Equity mtige Plan in August 2012 which became effectiveOmober 10, 2012 and serves as
the successor to our 2005 Stock Plan (EIP). Putsodhe terms of the EIP, the share reserve iiseicbay 9.2 million shares on March 31,
2014. As of April 30, 2014, we had approximately®billion shares of Class A common stock availdbfefuture grants under the EIP.

Our board of directors adopted the 2012 EmployeekSPurchase Plan (ESPP) in August 2012, whichrbecsffective on October 10,
2012. The ESPP was approved with a reserve of Blidmshares of Class A common stock for futurguance under various terms provided
for in the ESPP. Pursuant to the terms of the E8fFshare reserve increased by 1.8 million shamddarch 31, 2014. Under the ESPP,
eligible employees are granted options to purcbhaees at the lower of 85% of the fair market vaitithe stock at the time of grant or 85% of
the fair market value at the time of exercise. Qmito purchase shares are generally granted ywanty on June 1 and December 1 and
exercisable on the succeeding November 30 and NlaseSpectively, of each year. We commenced osir ffinrchase period under the ESP
June 1, 2013. As of April 30, 2014, 3.6 million gfmof Class A common stock were available forasse under the ESPP.
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Stock Options

A summary of information related to stock optiotivdty during the three months ended April 30, 2G44.4s follows (in millions, except
share and per share data):

Weighted-
Aggregate
Outstanding Average
Stock Exercise Intrinsic
Options Price Value
Balance as of January 31, 2014 20,706,20 $ 3.9¢ $ 1,77:
Stock option grant — —
Stock options exercise (1,096,20) 2.7%
Stock options cancele (110,379 9.01
Balance as of April 30, 201 19,499,62 $ 3.9 $ 1,347
Vested and expected to vest as of April 30, 2 18,882,73 $ 3.8¢ $ 1,307
Exercisable as of April 30, 20: 13,612,59 $ 2.7C $ 95¢

Common Stock Subject to Repurchase

The equity plans allow for the early exercise otktoptions for certain individuals as determingdh®e board of directors. We have the
right to purchase at the original exercise pricg @mvested (but issued) common shares during fhecehase period following termination of
services of an employee. The consideration recdivedn exercise of an option is considered to Hegosit of the exercise price and the
related dollar amount is recorded as a liabilitye Bhares and liabilities are reclassified intatgaqas the awards vest. As of April 30, 2014 and
January 31, 2014, we had $5.9 million and $6.4ionltespectively, recorded in liabilities relatedearly exercises of stock options.

Restricted Stock Awards

The EIP provides for the issuance of restrictedlstawards to employees. Restricted stock awardsrghy vest over five years. During
the three months ended April 30, 2014, 67,000 shafreestricted stock awards vested and 965,50fates awards of Class B common stock
are outstanding with weighted average grant date/ddue of $12.86, all of which are subject tofédture as of April 30, 2024.

Restricted Stock Units

A summary of information related to restricted &tooits activity during the three months ended AR, 2014 is as follows:

Weighteo-Average

Number of Share: Grant Date Fair Value
Balance as of January 31, 2014 3,966,72i $ 70.72
Restricted stock units grant 2,585,97 81.1¢
Restricted stock units vest (119,879 62.5¢
Restricted stock units forfeite (40,399 73.2%
Balance as of April 30, 201 6,392,42i $ 75.0¢

As of April 30, 2014, there was a total of $435.iflion in unrecognized compensation cost relatecegiricted stock units, which is
expected to be recognized over a weighted-averagedoof approximately 3.5 years.
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Note 12. Other Expense, net

Other expense, net consisted of the following lfousands):

Three Months Ended

April 30,
2014 2013
Interest income $ 69t $ 351
Interest expens® (7,708 (422
Other income (expens 14 (185)
Other expense, n $ (6,999 $ (25€)

(1) During the three months ended April 30, 20ikriest expense includes the contractual intexpsrese related to the 2018 Notes and
2020 Notes, nc-cash interest related to amortization of the déttadint and amortization of debt issuance costs [&re 9).

Note 13. Income Taxes

The effective tax rate for the three months endpdI 80, 2014 was less than one percent, primasla result of the estimated tax los¢
the fiscal year. Our tax expense relates to statemam taxes and foreign income taxes associatéttl auir non-U.S. operations.

There were no material changes to the unrecogméebenefits in the three months ended April 3Q,£2We intend to review the
measurement of the uncertain tax positions attailetto prior years as a result of additional asialthat will be performed once the
information necessary to perform the analysis &lable. As a result of the additional analysiss iteasonably possible that the total amount o
unrecognized tax benefits related to prior yearddcbe reduced significantly in the next 12 monthis.estimate of the range of the reduction
cannot be made as the information necessary toleteripe analysis is not available. Due to a vaduadllowance, any reduction in the
uncertain tax positions will not impact the effgetitax rate. Due to our history of tax lossesyadirs remain open to tax audit. We are under
examination by the Internal Revenue Service (IR8plr 2011 tax year.

Note 14. Net Loss Per Share

Basic net loss per share attributable to commorkbtuders is computed by dividing the net losslaitable to common stockholders by
the weighted-average number of shares of commak statstanding during the period. Diluted net Ipss share is computed by giving effect
to all potential shares of common stock, our outditeg stock options, outstanding warrants, stotied to unvested early exercised stock
options and stock related to unvested restrictecksaiwards to the extent dilutive. Basic and ddutet loss per share was the same for each
period presented as the inclusion of all potemtimhmon shares outstanding would have been antixdilu

The net loss per share attributable to common btudkrs is allocated based on the contractualgiaation rights of the Class A commr
shares and Class B common shares as if the losilsefgear has been distributed. As the liquidatiod dividend rights are identical, the net
attributable to common stockholders is allocatec @moportionate basis.

We consider shares issued upon the early exertigations subject to repurchase and unvested ctesdrstock awards to be participating
securities because holders of such shares havéoreitable dividend rights in the event of our Beation of a dividend for common shares
future periods to the extent we are profitable wilesubtract earnings allocated to these partitijgasecurities from net income to determine
net income attributable to common stockholders.

The following table presents the calculation ofibasid diluted net loss attributable to commonlgtotders per share (in thousands,

except per share data):
Three Months Ended April 30,

2014 2013
Class A Class B Class A Class B

Net loss per share, basic and dilut

Numerator:
Allocation of distributed net los $(30,43¢)  $(28,95)  $(7,590 $(25,42%

Denominator
Weightec-average common shares outstanc 93,82¢ 89,25¢ 38,63t 129,43¢

Basic and diluted net loss per sh $ (0.3 $ (0.3 $ (0.20 $ (0.20
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The anti-dilutive securities excluded from the weayl-average shares used to calculate the dil@eld$s per common share were as
follows (in thousands):

As of April 30,
2014 2013
Shares subject to outstanding common stock optiadsvarrants 19,50( 25,10°
Shares subject to repurchs 1,57C 2,45(
Shares subject to unvested restricted stock aveardisinits 7,35¢ 1,90(C
Convertible senior note 7,261 —
Warrants related to the issuance of convertiblésermtes 7,261 —

42,95( 29,45]

Note 15. Related-Party Transactions

In June 2010, we entered into a capital lease agrrewith an affiliate of Mr. Duffield. The leasgraement provides for an equipment
lease financing facility to be drawn upon for puasés of certain equipment for use in our businpesations. The amounts paid under this
agreement in the three months ended April 30, 204April 30, 2013 were $0.1 million and $0.9 naifij respectively. As of April 30, 2014,
the principal balance due under the lease agreewantess than $0.1 million and was included ini@hfeases and Capital leases, current on
the condensed consolidated balance sheets. Thaldapse will be paid in full in the three mon#raeded July 31, 2014.

We currently lease certain office space from aiti@fé of Mr. Duffield adjacent to our corporatedugjuarters in Pleasanton, California
under various lease agreements. The term of treeagmts is 10 years and the total rent due undeagteements is $3.0 million for the fiscal
year ended January 31, 2015, and $51.6 milliontal.tRent expense under these agreements fonbe tonths ended April 30, 2014 ¢
2013 was $0.7 million and $0.2 million, respectjvel

Note 16. Geographic Information

Revenue by geography is based on the address ofish@mer as defined in our master subscriptioaeagent. The following tables set

forth revenue by geographic area (in thousands):
Three Months Ended

April 30,
2014 2013
United States $132,52¢ $76,69¢
Internationa 27,20¢ 14,947
Total $159,73° $91,64*

No single country other than the United Statesreadnues greater than 10% of total revenues forhitee months ended April 30, 2014
or 2013.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statementd.stdtements contained in this report other thatestents of historical fact, including
statements regarding our future results of oparatamd financial position, our business strategly@ans, and our objectives for future
operations, are forward-looking statements. Theda@believe,” “may,” “will,” “estimate,” “continu€, “anticipate,” “intend,” “expect,” “seek,”
“strive,” and similar expressions are intendeddentify forward-looking statements. We have badedéd forward-looking statements largely
on our current expectations and projections ahatuté events and trends that we believe may afig@cfinancial condition, results of
operations, business strategy, short-term and femg-business operations and objectives, and finbneeds. These forward-looking
statements are subject to a number of risks, waiogigs and assumptions, including those desciib#te “Risk Factorssection. Moreover, w
operate in a very competitive and rapidly changingironment. New risks emerge from time to times hot possible for our management to
predict all risks, nor can we assess the impaatl dactors on our business or the extent to which factor, or combination of factors, may
cause actual results to differ materially from #haentained in any forward-looking statements wg make. In light of these risks,
uncertainties and assumptions, the future evemtdrands discussed in this report may not occuraatgial results could differ materially and
adversely from those anticipated or implied infinevard-looking statements.

You should not rely upon forward-looking statemeagredictions of future events. The events amaicistances reflected in the
forward-looking statements may not be achievedcoun Although we believe that the expectationkeotéd in the forward-looking statements
are reasonable, we cannot guarantee future relayeds of activity, performance, or achieveme¥ig are under no duty to update any of thes
forward-looking statements after the date of thjgort or to conform these statements to actualtsesurevised expectations.

As used in this report, the terms “Workday,” “ragasit,” “we,” “us,” and “our’mean Workday, Inc. and its subsidiaries unlesstmex
indicates otherwise.

18



Table of Contents

ITEM 2. Management'’s Discussion and Analysis of Fiancial Condition and Results of Operations

You should read the following discussion of ouarficial condition and results of operations in camgtion with the condensed
consolidated financial statements and notes thdretluded elsewhere in this report. The followingcdssion contains forward-looking
statements that reflect our plans, estimates atidfeeOur actual results could differ materiallpi those discussed in the forward-looking
statements. Factors that could cause or contritboitinese differences include those discussed betohelsewhere in this report, as well as in
the section entitled “Risk Factors.”

Overview

Workday provides enterprise cloud applicationshfioman capital management (HCM), payroll, finanoiahagement and analytics. We
offer innovative and adaptable technology focusethe consumer Internet experience and cloud dglivedel. Our applications are designec
for global enterprises to manage complex and dyoampeérating environments. We provide our custorhigsly adaptable, accessible and
reliable applications to manage critical businesgfions that enable them to optimize their finahand human capital resources.

We were founded in 2005 to deliver cloud appliaagito global enterprises. Our applications aregihesl around the way people work
today — in an environment that is global, collahieeg fast-paced and mobile. Our cycle of frequgrdates has facilitated rapid innovation anc
the introduction of new applications throughout bistory. We began offering our Human Capital Maragnt (HCM) application in 2006.
Since then we have continued to invest in innovagind have consistently introduced new servicesit@ustomers, including our Financial
Management application in 2007, our Procurementtangloyee Expense Management applications in 20@8Payroll and mobile
applications in 2009, our Talent Management apfitioan 2010, our native iPad application and Warkéhtegration platform in 2011, Time
Tracking and Grants Management applications in 2Big Data Analytics in 2013 and Recruiting in 2014

We offer Workday applications to our customers nreaterprise-wide subscription basis, typicallyhwhree-year terms and with
subscription fees largely based on the size ottistomer’s workforce. We generally recognize reesrfuiom subscription fees ratably over the
term of the contract. We currently derive a sulisdmajority of our subscription services reveniresn subscriptions to our HCM
application. We market our applications primarbyaugh our direct sales force.

We have achieved significant growth in a relativetprt period of time. Our diverse customer baskides large, global companies and
our direct sales force targets organizations withierthan 1,000 workers. As of April 30, 2014, we Ingore than 650 customers. A substantial
majority of our growth comes from new customersr @urent financial focus is on growing our reveniaad expanding our customer base.
While we are incurring losses today, we striventeeit in a disciplined manner across all of oucfiomal areas to sustain continued near-term
revenue growth and support our long-term initisgiv@ur operating expenses have increased sigrifjdarabsolute dollars in recent periods,
primarily due to our significant growth in emploge&Ve had more than 2,900 and more than 1,950 gegdaas of April 30, 2014 and 2013,
respectively.

We intend to continue investing for long-term grbwdVe have invested, and expect to continue tosinvavily in our application
development efforts to deliver additional compgjlapplications and to address customers’ evolvaegn. In addition, we plan to continue to
expand our sales and marketing organizations t@gebpplications globally. We expect to make #igant investments in our data center
infrastructure in fiscal 2015 as we update ouredbgy and plan for future customer growth. Weas®e investing in personnel to service our
growing customer base. These investments will Bs@eeur costs on an absolute basis in the nearéamy of these investments will occur in
advance of experiencing any direct benefit frommtteand will make it difficult to determine if we aalocating our resources efficiently. As a
result of these investments, we do not expect forbfitable in the near future. We expect our paidievelopment, sales and marketing, and
general and administrative expenses as a perceotageenues to decrease over time as we growemanues, and we anticipate that we will
gain economies of scale by increasing our custdrase without direct incremental development castsky utilizing more of the capacity of
our data centers.

Since inception, we have invested heavily in owfgssional services organization to help ensuredistomers successfully deploy and
adopt our applications. Additionally, we continoeeixpand our professional services partner ecasystdurther support our customers. We
believe our investment in professional servicesyaas partners building consulting practicesuaWorkday, will drive additional customer
subscriptions and continued growth in revenuegduiition, over time we expect professional serviesenues and the cost of professional
services as a percentage of total revenues tongeadi we increasingly rely on our partners to depdorkday applications and as the numbe
our existing customers continues to grow.

19



Table of Contents

Components of Results of Operations
Revenue:

We primarily derive our revenues from subscriptsenvices fees and professional services fees. Bptise services revenues primarily
consist of fees that give our customers accesartoloud applications, which include routine cuséwraupport at no additional cost.
Professional services fees include deployment sesyioptimization services, and training.

Subscription services revenues accounted for ok @f our revenues during the three months ended 2@ 2014 and represented o
94% of our total unearned revenue as of April 3,£ Subscription services revenues are drivenagrifynby the number of customers, the
number of workers at each customer, the numbeppfaations subscribed to by each customer, theepf our applications, and to a lesser
extent, renewal rates. To date, revenues from ralsdvave not been a substantial component of regenu

The mix of the applications to which a customerssuibes can affect our financial performance dugrice differentials in our
applications. Compared to our other offerings, ld@M application has been available for a longerqukof time, is more established in the
marketplace and has benefited from continued ergmaeants of the functionality over a longer periodiwfe, all of which help us to improve
our pricing for that application. However, new puots or services offerings by competitors in thieifen could impact the mix and pricing of
our offerings.

Subscription services fees are recognized ratabhgwenues over the contract term beginning olabe the application is made availe
to the customer, which is generally within one weékontract signing. Our subscription contractsdglly have a term of three years and are
non-cancelable. We generally invoice our custorireeglvance, in annual installments. Amounts thaehaeen invoiced are initially recorded
as unearned revenue. Amounts that have not beeit@d/represent backlog and are not reflected ircondensed consolidated financial
statements.

Our consulting engagements are typically billecadime and materials basis, and revenues are tlypieaognized as the services are
performed. We offer a number of training optioneided to support our customers in configuringagisind administering our services. In
some cases, we supplement our consulting teamshmpstracting resources from our service partnedsdeploying them on customer
engagements. As Workday’s professional servicearorgtion and the Workday-related consulting pcastiof our partner firms continue to
develop, we expect the partners to increasinglyrachdirectly with our subscription customers.a\sesult of this trend, and the increase of
subscription services revenues, we expect profeakgervices revenues as a percentage of totatluegeo decline over time.

Costs and Expenses

Costs of subscription services revenugssts of subscription services revenues consistguily of employee-related expenses related to
hosting and supporting our applications, the costiata center capacity, and depreciation of owaratileased computer equipment and
software.

Costs of professional services revenu€gsts of professional services revenues congieply of employeerelated expenses associc
with these services, the cost of subcontractordranvel costs. The percentage of total revenuasatefrom professional services was 23% for
the three months ended April 30, 2014. The cograv¥iding professional services is significantlgther as a percentage of the related revenu
than for our subscriptions.

Product developmentProduct development expenses consist primarigngiloyee-related expenses. We continue to focuproduct
development efforts on adding new features andegifuns, increasing the functionality and enhagdhe ease of use of our cloud
applications.

Sales and marketinGales and marketing expenses consist primarilyngfi@yee-related expenses, sales commissions, nragket
programs and travel related expenses. Marketingranos consist of advertising, events, corporatenconications, brand building and product
marketing activities. Commissions earned by owes#drce that can be associated specifically witbracancelable subscription contract are
deferred and amortized over the same period thahtees are recognized for the related non-caneetabitract.

General and administrativeGeneral and administrative expenses consist pi@me-related expenses for finance and accourgggl,
human resources and management information sygterasnnel, legal costs, professional fees and otivporate expenses.
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Results of Operations
Revenue:

Our total revenues for the three months ended A@i2014 and 2013 were as follows:

Three Months Ended

April 30,
2014 2013 % Change
(in thousands
Subscription service $123,40° $68,41¢ 80%
Professional service 36,33( 23,22° 56
Total revenue $159,73 $91,64* 74

Total revenues were $159.7 million for the threenthe ended April 30, 2014, compared to $91.6 nmillloiring the prior year period, an
increase of $68.1 million, or 74%. Subscriptiorvgss revenues were $123.4 million for the threeith® ended April 30, 2014, compared to
$68.4 million for the prior year period, an increas $55.0 million, or 80%. The increase in suljg@n revenues was due primarily to the
recognition of revenue for an increased numbeustamer contracts as compared to the prior yedogher

Professional services revenues were $36.3 millortife three months ended April 30, 2014, comptoek®3.2 million for the prior year
period, an increase of $13.1 million, or 56%. Tiheréase in professional services revenues wasriaaniy to the addition of new customers
and a greater number of customers requesting deglotyand integration services as compared to floe ywar period.

Core Operating Expenses

Management uses the non-GAAP financial measureref gperating expenses to understand and comparatio results across
accounting periods, for internal budgeting anddasting purposes, for short- and long-term opegatians, and to evaluate our financial
performance and the ability of operations to geteectash. Management believes that core operatipgnses reflects our ongoing business in :
manner that allows for meaningful period-to-perbminparisons and analysis of trends in our busiressi,excludes expenses that are not
reflective of ongoing operating results. Managenas believes that core operating expenses previgeful information to investors and
others in understanding and evaluating our opayagsults and future prospects in the same marsngaaagement and in comparing financia
results across accounting periods and to thoseeafgompanies.

The following discussion of our core operating exges and the components comprising our core opgratipenses highlights the fact
that our management focuses upon in evaluatin@peirating margin and operating expenses. The isesear decreases in operating expense
discussed in this section do not include chandesimg to share-based compensation, and certaar ettpenses, which consist of employer
payroll taxes on employee stock transactions amaftaration of acquisition-related intangible assets

Information about our operating expenses is asvidl

Three Months Ended April 30, 2014

Share-Based Other
Core Compensatior Operating Total
Operating Operating
Expenses®) Expenses Expenses Expenses
(in thousands
Costs of subscription servic $ 20,35¢ $ 1,05t $ 46 $ 21,45¢
Costs of professional servic 33,67 2,19¢ 89 35,96(
Product developmel 53,62: 10,86¢ 682 65,17:
Sales and marketir 61,14 6,752 272 68,16"
General and administrati 13,47 8,001 (409 21,06:
Total costs and expens $182,26! $ 28,87/ $ 681 $211,82(
Operating los: $ (22,52¢) $ (28,879 $ (68]) $(52,08))
Operating margil (14)% (18)% ()% (33)%
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Three Months Ended April 30, 2012

Share-Based Other
Core Compensatior Operating Total
Operating Operating
Expensest) Expenses Expenses Expenses
(in thousands
Costs of subscription servic $ 14,66( $ 262 $ 8 $ 14,93(
Costs of professional servic 21,00 47% 29¢ 21,76¢
Product developmel 34,14: 1,907 232 36,28:
Sales and marketir 37,23( 1,04: 91 38,36«
General and administrati 9,14 3,72¢ 53 12,92«
Total costs and expens $116,17¢ $ 7,41¢€ $ 677 $124,26¢
Operating los: $ (24,53) $ (7,416 $ (677 $(32,629
Operating margil (27)% (8)% (D)% (36)%

(1) Core operating expenses is a non-GAAP finamoidsure that excludes share-based compensatiaedath other operating expenses
from our total operating expenses calculated imatance with GAAP. The other operating expensehidgd are employer payroll taxes
on employee stock transactions and amortizatiacqtisition-related intangible assets. See “Non-@AAnancial Measures” below for
further information

Core operating margins

Core operating margins, calculated using GAAP raesrand core operating expenses, improved fron¥42a%) the three months ended
April 30, 2013 to (14)% for the three months endgdil 30, 2014. The improvement in our core opergtinargins in the current period was
primarily due to higher subscription services rawes In evaluating our results, we generally famugore operating expenses. We believe the
our core operating expenses reflect our ongoingnbas in a manner that allows meaningful periogagded comparisons. Our core operating
expenses are reconciled to the most comparablegérterally accepted accounting principles (GAAPasuee, “total operating expenses,” in
the table above.

Core operating expenses increased by $66.1 millin67% for the three months ended April 30, 20dvhgared to the prior year period.
As quantified below, the increase was primarily ttubigher employee-related costs driven by hidgteadcount.

Costs of subscription services

Core operating expenses in costs of subscriptioncgs were $20.4 million for the three months ehderil 30, 2014, compared to $1¢
million for the prior year period, an increase 8f&million, or 39%. The increase was primarily do&n increase of $2.8 million in
depreciation expense related to our data centeligceease of $1.9 million in employee-related saktven by higher headcount and an
increase of $1.4 million in service contracts exgeeto expand data center capacity. We expectritibeifuture, core operating expenses in
costs of subscription services will continue tor@ase in absolute dollars as we improve and expandata center capacity and operations.

Costs of professional services

Core operating expenses in costs of professiomeaices were $33.7 million for the three months ehderil 30, 2014, compared to $2:
million for the prior year period, a $12.7 milliamcrease, or 60%. This increase was primarily duadreases of $9.7 million to staff our
deployment and integration engagements. Due ttatlye increase in demand for our professional seswersus the prior year, we have
increased both our internal professional serviaff as well as third-party supplemental staff. Otiere, we expect costs of professional
services as a percentage of total revenues tondeadi we increasingly rely on third parties to demur applications and as the number of our
customers continues to grow. For the current figeal, we anticipate professional services margitge lower than fiscal 2014 as we invest in
deploying new customers in financial managemenliegtfpns, medium-size enterprise, and educati@hgovernment categories, where the
third party partner ecosystem is still maturing.

Product development

Core operating expenses in product development $&365 million for the three months ended April 30114, compared to $34.1 million
for the prior year period, an increase of $19.8iam| or 57%. The increase was primarily due to@ases of $13.1 million in employee
compensation costs due to higher headcount, $2liomin facility and ITrelated expenses, $1.8 million in contracted casts$1.3 million ir
depreciation expense for our development cloud cetéer. We expect that in the future, product tigraent expenses will continue to
increase in absolute dollars as we improve anchexter applications and develop new technologies.
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Sales and marketing

Core operating expenses in sales and marketing$@drd million for the three months ended April 2014, compared to $37.2 million
for the prior year period, an increase of $23.9iam| or 64%. The increase was primarily due taéases of $17.2 million in employee
compensation costs due to higher headcount anéhggmmissionable sales volume, $3.6 million ineatlging, marketing and event costs,
$1.7 million in facility and ITrelated expenses and $1.5 million in travel expgendée expect that sales and marketing expensesaniinue t
increase in absolute dollars in the future as weicoe to invest in sales and marketing by expapndir domestic and international selling anc
marketing activities, building brand awareness atticicting new customers.

General and administrative

Core operating expenses in general and adminigtratere $13.5 million for the three months endedl/g®, 2014, compared to
$9.1 million for the prior year period, an increa$é&4.4 million, or 48%. The increase was primadue to $3.5 million in higher employee
compensation costs due to higher headcount. Wecegpaeral and administrative expenses will in@dasbsolute dollars as we invest in our
infrastructure and incur additional employee-ralatests, professional fees and insurance costedeta the growth of our business and
international expansion.

Share-Based Compensation Expenses

Share-based compensation expenses were $28.9mfidlidhe three months ended April 30, 2014, coragao $7.4 million for the prior
year period. The increase in st-based compensation expenses was primarily duetaggof restricted stock units to existing and new
employees during fiscal 2014 and the three momnids@ April 30, 2014. During the three months endlpd| 30, 2014, the realized excess tax
benefits related to share-based compensation igterial.

Other Operating Expenses

Other operating expenses consisted of employeiopagx on employee stock transactions for theghmonths ended April 30, 2014 and
2013 and amortization of acquisition-related inthtegassets for the three months ended April 3@42Mther operating expenses were $0.7
million for both the three months ended April 30,12 and 2013.

Other Expense, Net

Other expense, net, was $7.0 million for the thmemths ended April 30, 2014, compared to $0.3 amlfior the prior year period, an
increase of $6.7 million. The increase was primgatile to the interest expense related to our 0.&3%ertible senior notes due July 15, 2018
(2018 Notes) and 1.50% convertible senior notesJdiye15, 2020 (2020 Notes, and together with ®E82Notes, the Notes), including the
contractual cash interest expense of $1.6 millimh @on-cash interest expense related to amortizafithe debt discount and amortization of
debt issuance costs of $5.9 million.

Liquidity and Capital Resources

As of April 30, 2014, our principal sources of lidily were cash, cash equivalents and marketalolgries totaling $1.9 billion, which
were held for working capital purposes. Our caghivedents and marketable securities are compris@aapily of U.S. agency obligations, U.
treasury securities, commercial paper, money mdukets, and U.S. corporate securities.

We have financed our operations primarily througles of equity securities, customer payments, sswhince of debt. Our future capital
requirements will depend on many factors, including customer growth rate, subscription renewaliyt the timing and extent of
development efforts, the expansion of sales andetiag activities, the introduction of new and emted services offerings, and the contint
market acceptance of our services. We may in thedienter into arrangements to acquire or invesbmplementary businesses, services an
technologies, and intellectual property rights. Way choose to seek additional equity or debt fimanc
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Our cash flows for the three months ended AprilZIL4 and 2013 were as follows:

Three Months Ended
April 30,
2014 2013
(in thousands

Net cash provided by (used il

Operating activitie! $ 21,69 $ 17,31(
Investing activities (352,36¢) 117,06:
Financing activitie: (4,695 82C
Effect of exchange rate chang 39 (86)

Net increase (decrease) in cash and cash equis $(335,32)) $135,10¢

In evaluating our performance internally, we foomsong-term, sustainable growth in free cash flows define free cash flows, a non-
GAAP financial measure, as net cash provided bgdus) operating activities minus purchases of priypand equipment, property and
equipment acquired under capital leases and pwstather (non-acquisition-related) intangiblsets. See “Non-GAAP Financial Measures
below” for further information.

Our free cash flows were as follows:

Trailing Twelve

Three Months Ended Months Ended
April 30, April 30,
2014 2013 2014 2013
(in thousands
Net cash provided by operating activit $21,69" $17,31( $ 50,65( $ 15,81¢
Purchases of property and equipir (9,879 (1,895 (68,707) (15,59¢)
Property and equipment acquired under capital & — (115) — (18,599
Purchase of other intangible ass — — (15,000 —
Free cash flow $11,82¢ $15,30( $(33,059  $(18,379)

Operating Activities

Management uses net cash provided by operatingtegias a key financial metric. For the three therended April 30, 2014, net cash
provided by operating activities was $21.7 millidie positive cash flows resulted from increasesh@llections driven by growth in sales.
These cash inflows were generally offset by inaeas our operating expenses, which were primdrilyen by increased headcount. We
recently changed our paid time off (PTO) policy B exempt employees such that we no longer traek@ue PTO. We paid out the accruec
but unused PTO balances as of May 31, 2014, whiltlhesult in a one-time use in net cash providgdperating activities of approximately
$18 million in the three months ended July 31, 2014

For the three months ended April 30, 2013, net gashided by operating activities was $17.3 millidime positive cash flows resulted
from increased cash collections driven by growtkdtes and a $16.5 million benefit from payrollaaxvithheld on employee stock transact
in April 2013. These cash inflows were generalffsef by increases in our operating expenses, whérke primarily driven by increased
headcount. The $16.5 million withheld from emplog#eck transactions was disbursed in May 2013 vemtherefore had a corresponding ¢
use in cash flows from operations for the three tim®ended July 31, 2013.

Investing Activities

Cash flows used in investing activities for thesthmonths ended April 30, 2014 was $352.4 millwimich was primarily the result of the
timing of purchases and maturities of marketabteigges and of capital expenditures, and a net catflow of $26.3 million related to the
acquisition of Identified in February 2014. We esfpeapital expenditures will be approximately $10illion for the year ended January 31,
2015. We expect that these capital outlays witiddy be used to expand the infrastructure of otat danters and to build out additional office
space to support our growth. We acquired a leadehtdrest in land in Pleasanton adjacent to oistieg office space during the three months
ended January 31, 2014. We are actively evaluatingtruction alternatives for this site and thuesgbtential development costs are not yet
factored into our expected capital expendituresrilesd above.

Cash flows provided by investing activities for theee months ended April 30, 2013 was $117.1 omllivhich was primarily the result
of the timing of purchases and maturities of maakks securities and of capital expenditures.
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Financing Activities

For the three months ended April 30, 2014, net ca&ld in financing activities was $4.7 million, whiwas primarily due to $5.0 million
of Class A common share repurchases for tax withhgs on vesting of restricted stock and $2.7 onillin principal payments on our capital
lease obligations, which were partially offset I8/@million of proceeds from the exercise of stopkions.

For the three months ended April 30, 2013, net gashided by financing activities was $0.8 milliomhich was primarily due to $4.6
million of proceeds from the exercise of stock op$, partially offset by $3.8 million in principphyments on our capital lease obligations.

Free Cash Flows

In addition to net cash provided by operating &ditig, management uses free cash flows as a kagdial metric. Free cash flows
decreased by $3.5 million to $11.8 million for theee months ended April 30, 2014, as compared5a3million for the prior year period.
The reduction in free cash flows was primarily doi@ significant increase in cash paid to acquioperty and equipment, partially offset by
increased sales and the related cash collectioes.dash flows decreased from $(18.4) million e trailing twelve months ended April 30,
2013 to $(33.1) million for the trailing twelve mitys ended April 30, 2014. The reduction in freehddews was primarily due to a significant
increase in cash paid to acquire property and eggenp and other intangible assets, partially offfisea significant increase in sales and the
related cash collections.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of non-GAAP finaalaineasures in Commission filingsléfines and prescribes the conditions for u
non-GAAP financial information. Our measures ofecoperating expenses, core operating margin aecctieh flows each meet the definition
of a non-GAAP financial measure.

Core Operating Expenses

We define core operating expenses as our totahtipgrexpenses excluding the following componentsch we believe are not
reflective of our ongoing operational expense®daoh case, for the reasons set forth below, marexgdmlieves that excluding the componen
provides useful information to investors and othensnderstanding and evaluating our operatingltesimd future prospects in the same
manner as management, in comparing financial eaghoss accounting periods and to those of peepaoies and to better understand the
long-term performance of our core business.

e Share-Based Compensation Expengdthough share-based compensation is an imporspeda of the compensation of our
employees and executives, management believeasefsil to exclude share-based compensation i todmetter understand the
long-term performance of our core business anddiithte comparison of our results to those ofrmeenpanies. For restricted
share awards, the amount of share-based compansapenses is not reflective of the value ultimateteived by the grant
recipients. Moreover, determining the fair valueceftain of the share-based instruments we uiitizelves a high degree of
judgment and estimation and the expense recordgdpw little resemblance to the actual value zedliupon the vesting or futu
exercise of the related share-based awards. Ucdikle compensation, the value of stock options lam@&Employee Stock Purchase
Plan, which is an element of our ongoing sharedbasenpensation expenses, is determined using alearfggmula that
incorporates factors, such as market volatility tor€eiture rates, that are beyond our cont

» Other Operating Expense®ther operating expenses included employer pataxdls on employee stock transactions for the three
months ended April 30, 2014 and 2013 and amortimaif acquisition-related intangible assets forttiree months ended April,
2014. The amount of employer payroll taxes on shased compensation is dependent on our stock amngd@ther factors that are
beyond our control and do not correlate to the ai@n of the business. For business combinatiorgyemerally allocate a portion
of the purchase price to intangible assets. Theuainaf the allocation is based on estimates andnaggons made by management
and is subject to amortization. The amount of pasehprice allocated to intangible assets and theaéits related amortization ¢
vary significantly and are unique to each acquisitind thus we do not believe it is reflectiveted bngoing operation

Free cash flow:

We define free cash flows as net cash providedubgd in) operating activities minus purchases operty and equipment, property and
equipment acquired under capital leases and pugstiEther (non-acquisitiorelated) intangible assets. Management uses fetefavs as
measure of financial progress in our businesg, lzelances operating results, cash managementagitdlaefficiency. When calculating free
cash flows, we subtract the gross value of all gaeint acquired in the period, even when acquiretbuoapital leases, so we can evaluate ou
progress on free cash flows independent of outaldiiancing decisions.
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Management believes information regarding free as¥s provides investors and others with an imgotiperspective on the cash
available to make strategic acquisitions and indests, to fund ongoing operations and to fund othpital expenditures.

Limitations on the use of n-GAAP financial measures

A limitation of our nonGAAP financial measures of core operating expers@s, operating margin and free cash flows istiey do no
have uniform definitions. Our definitions will likediffer from the definitions used by other comes) including peer companies, and
therefore comparability may be limited. Thus, oanfGAAP measures of core operating expenses, @aeting margin and free cash flows
should be considered in addition to, not as a gubstor, or in isolation from, measures preparedccordance with GAAP. Additionally, in
the case of share-based compensation, if we digayobut a portion of compensation in the formludre-based compensation and related
employer payroll taxes, the cash salary expendedad in costs of revenues and operating expensakivoe higher, which would affect our
cash position. Further, the non-GAAP measure o operating expenses has certain limitations bedadees not reflect all items of expense
that affect our operations and are reflected inGB&\P measure of total operating expenses.

We compensate for these limitations by reconcitioge operating expenses to the most comparable GivaARcial measure and
reviewing these measures in conjunction with GAKRficial information. Management encourages invesiod others to review our financ
information in its entirety, not to rely on any gle financial measure and to view our non-GAAP fficial measures in conjunction with the
most comparable GAAP financial measures.

See “Results of Operations—Core Operating Experfses! reconciliation of the non-GAAP financial nseae of core operating
expenses to the most comparable GAAP measure| tpgmating expenses,” for the three months endaril 80, 2014 and 2013.

See “Liquidity and Capital Resources” for a recbation of free cash flows to the most comparablAB measure, “net cash provided
by operating activities,” for the three months eshégril 30, 2014 and 2013.

Commitments

Our principal commitments primarily consist of @ations under leases for office space and co-locd#icilities for data center capacity
and our development and test data center, as sebhmputer equipment. As of April 30, 2014, thaifatnon-cancelable minimum payments
under operating leases were $110.5 million. Dutirgremainder of the year ended January 31, 20&%5nticipate leasing additional office
space near our headquarters and in various otbatidos around the world to support our growthadidition, our existing lease agreements
often provide us with an option to renew. We exmectfuture operating lease obligations will inceas we expand our operations.

We are not required to make principal payments utiteNotes prior to maturity. If the Notes are oohverted to Class A common st
prior to their maturity dates, we are requiredgpay $350.0 million in principal on July 15, 20181&250.0 million in principal on July 15,
2020. We are also required to make interest paysrmana semi-annual basis at the interest ratesl iadnave.

We do not consider outstanding purchase orders fmubchase commitments as they represent authiorigab purchase rather than
binding agreements.

Off-Balance Sheet Arrangements

Through April 30, 2014, we did not have any relasibips with unconsolidated organizations or finahpartnerships, such as structured
finance or special purpose entities that would Haaen established for the purpose of facilitatifighalance sheet arrangements or other
contractually narrow or limited purposes.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statementprapared in accordance with GAAP. The preparaifdhese condensed consolidatec
financial statements requires us to make certdimates and assumptions that affect the reportezliata of assets, liabilities, revenues, costs
and expenses, and related disclosures. On an @ngasis, we evaluate our estimates and assump@umsactual results may differ from these
estimates under different assumptions or conditions

During the three months ended April 30, 2014, thegee no significant changes to our critical acdmgnpolicies and estimates as
described in financial statements contained inAtheual Report on Form 10-K for the year ended Jan84, 2014 filed with the Securities and
Exchange Commission (SEC) on March 31, 2014. Sulesgdo the filing of our Annual Report on Form KQwe added a policy related to
business combinations.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK
Foreign currency exchange risk

Our results of operations and cash flows are stibjeftuctuations due to changes in foreign curyeexchange rates, particularly changes
in the Euro and British Pound Sterling. Due torttlative size of our international operations ttedand the fact that the majority of our
international contracts are currently in U.S. dwljaur foreign currency exposure has been faimjtéd. We expect our international operati
to continue to grow in the near term and we expebegin a hedging program in fiscal 2015. Fordheent fiscal year and beyond, we expect
the percentage of contracts denominated in cumsrather than the U.S. dollars to increase.

Interest rate sensitivity

We had cash, cash equivalents and marketable Sesudtaling $1.9 billion as of April 30, 2014. €aequivalents and marketable
securities were invested primarily in U.S. agenbljgations, U.S. treasury securities, commerciglggamoney market funds, and corporate
securities. The cash, cash equivalents and matketaburities are held for working capital purpog2sr investments are made for capital
preservation purposes. We do not enter into invesststfor trading or speculative purposes.

Our cash equivalents and our portfolio of marketaglcurities are subject to market risk due to gbain interest rates. Fixed rate
securities may have their market value adverségctesd due to a rise in interest rates, while fl@atate securities may produce less income
than expected if interest rates fall. Due in pauthiese factors, our future investment income rhagtdate due to changes in interest rates or w
may suffer losses in principal if we are forcedsédi securities that decline in market value duettanges in interest rates. However because v
classify our marketable securities as “availabtesfide,” no gains or losses are recognized dubdaoges in interest rates unless such securitie
are sold prior to maturity or declines in fair valare determined to be other-than-temporary.

An immediate increase of 10#asis points in interest rates would have resuited$10.1 million market value reduction in ouvéstmen
portfolio as of April 30, 2014. All of our investmts earn less than 100-basis points and as a,rasuilhmediate decrease of 108sis points i
interest rates would have increased the markeevaub1.6 million as of April 30, 2014. This estima based on a sensitivity model that
measures market value changes when changes iashtates occur. Fluctuations in the value of ouestment securities caused by a chan
interest rates (gains or losses on the carryingejalre recorded in other comprehensive incomeaeadealized only if we sell the underlying
securities.

At January 31, 2014, we had cash, cash equivaemtsnarketable securities totaling $1.9 billioneTixed-income portfolio was also
subject to interest rate risk; however, the risls wat material.

Market Risk and Market Interest Risk

In June 2013, we issued $350.0 million of 2018 Nabed $250.0 million of 2020 Notes. Holders mayvewhthe Notes prior to maturity
upon the occurrence of certain circumstances. dpowersion, holders of the 2018 Notes and 2020 $\otk receive cash, shares of Class A
Common Stock or a combination of cash and shar&asfs A Common Stock, at our election.

Concurrent with the issuance of the Notes, we edterto separate note hedge and warrant transacfitiese separate transactions were
completed to reduce the potential economic diluffom the conversion of the Notes.

Our Notes have fixed annual interest rates at 0.@6601.50% and therefore, we do not have econartécdist rate exposure on our
Notes. However, the values of the Notes are expusiderest rate risk. Generally, the fair mankaiue of our fixed interest rate Notes v
increase as interest rates fall and decreaseasshtrates rise. In addition, the fair valueshef2018 Notes and the 2020 Notes are affected b
our stock price. The carrying values of our 2018dd@nd 2020 Notes were $284.8 million and $189lbm respectively, as of April 30,
2014. These represent the liability component efghincipal balance of our Notes as of April 30120The total estimated fair values of the
2018 Notes and 2020 Notes at April 30, 2014 we2®&!million and $292.0 million, respectively, ateé fair value was determined based on
the quoted bid price of the Notes in an over-thenter market as of the last day of trading forttiree months ended at April 30, 2014, which
were $115.00 and $116.81, respectively. For fuitifermation, see Note 9 to the notes to condersedolidated financial statements.
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ITEM 4. CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Procedurg

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial
officer, we conducted an evaluation of the effemtiess of the design and operation of our disclosomé&ols and procedures, as defined in
Rules 13a-15(e) and 15d-15(e) under the Exchangea8of the end of the period covered by this refiovaluation Date).

In designing and evaluating our disclosure contaoid procedures, management recognizes that aglgsiise controls and procedures,
no matter how well designed and operated, can geconly reasonable assurance of achieving theedksontrol objectives. In addition, the
design of disclosure controls and procedures naiigtat the fact that there are resource constraimtisthat management is required to apply it
judgment in evaluating the benefits of possibletada and procedures relative to their co

Based on management’s evaluation, our principatuies officer and principal financial officer cdaded that our disclosure controls
and procedures are designed to, and are effectiydvide assurance at a reasonable level thamfinenation we are required to disclose in
reports that we file or submit under the Exchangeigrecorded, processed, summarized and repeitkih the time periods specified in SEC
and forms, and that such information is accumulatedicommunicated to our management, includingpdacipal executive officer and
principal financial officer, as appropriate, tooall timely decisions regarding required disclosures.

(b) Changes in Internal Control Over Financial Repating

Under the supervision and with the participatiomof management, including our principal executffecer and principal financial
officer, we conducted an evaluation of any changesir internal control over financial reportings (such term is defined in Rules 13a-15(f)
and 15d-15(f) under the Exchange Act) that occudwihg our most recently completed fiscal quamBased on that evaluation, our principal
executive officer and principal financial officesrrcluded that there has not been any material eéisngur internal control over financial
reporting during the quarter covered by this refioat materially affected, or is reasonably likedymaterially affect, our internal control over
financial reporting.
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PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

In the ordinary course of business, we are involwedarious legal proceedings and claims relatealleged infringement of third-party
patents and other intellectual property rights, em@rcial, employment, wage and hour, and other daim

We have been, and may in the future be, put oc@atnd/or sued by third parties for alleged infeimgnt of their proprietary rights,
including patent infringement. We evaluate thesints and lawsuits with respect to their potentiatits, our potential defenses and counter
claims, and the expected effect on us. Our teclygnedomay be subject to injunction if they are fotméhfringe the rights of a third party. In
addition, many of our subscription agreements mequs to indemnify our customers for third-partieltectual property infringement claims,
which could increase the cost to us of an adverigggron such a claim.

The outcome of any litigation, regardless of itgitseis inherently uncertain. Any intellectual pesty claims and other lawsuits, and the
disposition of such claims and lawsuits, couldibeetconsuming and expensive to resolve, divert rpament attention from executing our
business plan, lead to attempts on the part of ghies to seek similar claims and, in the cdsstellectual property claims, require us to
change our technology, change our business pradiod/or pay monetary damages or enter into sbolbng-term royalty or licensing
agreements.

In general, the resolution of a legal matter cqarievent us from offering our services to othersiddoe material to our financial
condition or cash flows, or both, or could othemvégversely affect our operating results.

We make a provision for a liability relating to Egnatters when it is both probable that a liapiias been incurred and the amount o
loss can be reasonably estimated. These provialeneviewed at least quarterly and adjusted teatethe impacts of negotiations, settleme
rulings, advice of legal counsel and other infolioraaind events pertaining to a particular matiembnagement’s opinion, resolution of these
matters is not expected to have a material adwersact on our condensed consolidated results afatipes, cash flows or financial position.
However, depending on the nature and timing ofsrgh dispute, an unfavorable resolution of a matiaid materially affect our future rest
of operations or cash flows, or both, of a parcwuarter.
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ITEM 1A. RISK FACTORS

Investing in our securities involves a high degoéesk. You should consider carefully the risksl amcertainties described below,
together with all of the other information in thisport, including the consolidated financial statams and the related notes included elsewhel
in this report, before making an investment deaisikhe risks and uncertainties described belowrantethe only ones we face. Additional risks
and uncertainties that we are unaware of, or thataurrently believe are not material, may also eedmportant factors that materially and
adversely affect our business. If any of the falgwisks actually occurs, our business operatidimgncial condition, results of operations,
and prospects could be materially and adverselgctéd. The market price of our securities couldideaue to the materialization of these or
any other risks, and you could lose part or alyyotir investment.

Risk Factors Related to Our Business

If our security measures are breached or unauth@izaccess to customer data is otherwise obtainadapplications may be perceived
not being secure, customers may reduce the useratap using our applications and we may incur sifjoant liabilities.

Our applications involve the storage and transmissi our customers’ proprietary information, irgilug personal or identifying
information regarding their employees, customerssuppliers, as well as their finance and payrathdAs a result, unauthorized or excessive
access or security breaches could result in treedbsformation, litigation, indemnity obligatiored other liabilities. While we have security
measures in place to protect customer informatimh@event data loss and other security breaché®se measures are breached as a result
third-party action, employee error, malfeasancetberwise, and someone obtains unauthorized atz®ss customers’ data, our reputation
could be damaged, our business may suffer and wld amur significant liabilities. Because the ta@fues used to obtain unauthorized acces:
or sabotage systems change frequently and genaraliyot identified until they are launched againttrget, we may be unable to anticipate
these techniques or to implement adequate prewwsntatasures. Any or all of these issues could thegjp affect our ability to attract new
customers, cause existing customers to electtairtate or not renew their subscriptions, resufejputational damage, cause us to issue credi
or refunds to our customers, or result in lawsuggulatory fines or other action or liabilitieshish could adversely affect our operating res

We depend on data centers and computing infrasturetoperated by third parties and any disruptiontinese operations could adversely
affect our business.

We host our applications and serve all of our austs from data centers located in Ashburn, Virgihithia Springs, Georgia; Portland,
Oregon; Dublin, Ireland; and Amsterdam, the Netrats. While we control and have access to our searel all of the components of our
network that are located in our external data asntee do not control the operation of these fiesli The owners of our data center facilities
have no obligation to renew their agreements witlhru commercially reasonable terms, or at all.dfage unable to renew these agreements «
commercially reasonable terms, or if one of oundanter operators is acquired, we may be reqtor&dnsfer our servers and other
infrastructure to new data center facilities, arelmay incur significant costs and possible seriwitarruption in connection with doing so.

In addition, we rely upon Amazon Web Services (AW&)ich provides a distributed computing infrastae platform for business
operations, to operate certain aspects of ouraesyincluding our big data analytics applicatiemd certain environments for development
testing, training and sales demonstrations. Gitiem) &long with the fact that we cannot easily siwibur AWS operations to another cloud
provider, any disruption of or interference withrmse of AWS would impact our operations and oigitess could be adversely impacted.

Problems faced by our third-party data center djmrs, with the telecommunications network proveeith whom we or they contract,
or with the systems by which our telecommunicatipraviders allocate capacity among their customecsding us, or problems faced by
AWS, could adversely affect the experience of austamers. Our third-party data centers operatantdabecide to close their facilities without
adequate notice. In addition, any financial diffies, such as bankruptcy, faced by our third-pdeta centers operators or any of the service
providers with whom we or they contract may havgatiee effects on our business, the nature anaheafevhich are difficult to predict.
Additionally, if our data centers or AWS are unatié&eep up with our growing needs for capacitis tould have an adverse effect on our
business. Any changes in third-party service leaelsur data centers or at AWS or any errors, defeisruptions, or other performance
problems with our applications could adversely etffaur reputation and may damage our customergdtiles or result in lengthy
interruptions in our services. Interruptions in sarvices might reduce our revenues, cause usue irefunds to customers for prepaid and
unused subscription services, subject us to petdi#bility, or adversely affect our renewal rates

Furthermore, our financial management applicatiooesisential to our customers’ financial projectisaporting and compliance
programs. Any interruption in our service may affine availability, accuracy or timeliness of th@segrams and could damage our reputatior
cause our customers to terminate their use of pplications, require us to indemnify our custorreggainst certain losses and prevent us from
gaining additional business from current or futcustomers.
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If we fail to manage our technical operations infetructure, our existing customers may experiencevéee outages and our new custome
may experience delays in the deployment of our &gilons.

We have experienced significant growth in the nundb@isers, transactions and data that our op@&stidrastructure supports. We seek
to maintain sufficient excess capacity in our operes infrastructure to meet the needs of all afawstomers. We also seek to maintain exces
capacity to facilitate the rapid provision of neustomer deployments and the expansion of exististpmer deployments. In addition, we n
to properly manage our technological operationsastfucture in order to support version contrograes in hardware and software parame
the evolution of our applications and to reduceastructure latency associated with dispersed gebig locations. However, the provision of
new hosting infrastructure requires significandiéiene. We have experienced, and may in the fueyperience, website disruptions, outages
and other performance problems. These problemsh@aa&pused by a variety of factors, including inftasture changes, human or software
errors, viruses, security attacks (internal aneémwtl), fraud, spikes in customer usage and dehisgrvice issues. In some instances, we may
not be able to identify the cause or causes oktpesformance problems within an acceptable paridine. If we do not accurately predict «
infrastructure requirements, our existing custonneay experience service outages that may subjdctfusancial penalties, financial liabilities
and customer losses. If our operations infrastrediails to keep pace with increased sales, cus®may experience delays as we seek to
obtain additional capacity, which could adversdfee our reputation and adversely affect our rexem

Catastrophic events may disrupt our business.

Our corporate headquarters are located in Pleasa@#difornia and our data centers are locatedshbirn, Virginia; Lithia Springs,
Georgia; Sacramento, California; Portland, Ored@ublin, Ireland; and Amsterdam, the Netherlands.algée rely on AWS’s distributed
computing infrastructure platform. The west codghe United States contains active earthquakeszand the southeast is subject to seasons
hurricanes. Additionally, we rely on our networldahird-party infrastructure and enterprise appiass, internal technology systems and our
website for our development, marketing, operatigugiport, hosted services and sales activitiethdrevent of a major earthquake, hurricar
catastrophic event such as fire, power loss, tedconications failure, cyber-attack, war or terroaifiack, we may be unable to continue our
operations and may endure system interruptionsitaéipnal harm, delays in our application developtmkengthy interruptions in our services,
breaches of data security and loss of critical dataf which could have an adverse effect onfature operating results.

Privacy concerns and laws or other domestic or figreregulations may reduce the effectiveness of ayplications and adversely affect o
business.

Our customers can use our applications to colleset,and store personal or identifying informatiegarding their employees, customers
and suppliers. National and local governments geaheies in the countries in which our customersatpehave adopted, are considering
adopting, or may adopt laws and regulations reggrttie collection, use, storage and disclosureecggnal information obtained from
consumers and individuals. These laws are partigis&ringent in Europe. If Workday employees tailadhere to adequate data protection
practices around the usage of our customer’s patsiata, it may damage our reputation and branddtition, the affected customers or
government authorities could initiate legal or fegry action against us in connection with suatidants, which could result in significant
fines, penalties and liabilities.

The costs of compliance with, and other burdensed by, privacy laws and regulations that areiegiple to the businesses of our
customers may adversely affect our customers’talaitid willingness to process, handle, store, nskti@nsmit demographic and personal
information from their employees, customers andg8ers, which could limit the use, effectiveness adoption of our applications and reduce
overall demand. Even the perception of privacy eons, whether or not valid, may inhibit market aitop effectiveness or use of our
applications.

In addition to government activity, privacy advogagoups and the technology and other industriesansidering various new,
additional or different self-regulatory standardattmay place additional burdens on us. If the ggsing of personal information were to be
curtailed in this manner, our software applicatiomaild be less effective, which may reduce demana@r applications and adversely affect
our business.
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We have experienced rapid growth in recent periodsve fail to manage our growth effectively, we mae unable to execute our business
plan, maintain high levels of service and operati@rcontrols or adequately address competitive ceafies.

We have recently experienced, and are continuirexperience, a period of rapid growth in our custsnheadcount and operations. In
particular, we grew from approximately 300 emplayas of December 31, 2008 to more than 2,900 eraetogs of April 30, 2014, and have
also significantly increased the size of our custbbase. We anticipate that we will significantiypand our operations and headcount in the
near term, and will continue to expand our custobaese. This growth has placed, and future growthpléce, a significant strain on our
management, general and administrative and opeadtiofrastructure. Our success will depend in parbur ability to manage this growth
effectively and to scale our operations. To marthgeexpected growth of our operations and persomreelvill need to continue to improve ¢
operational, financial and management controlsamdeporting systems and procedures. As we graaleo need to ensure that we maintair
our corporate culture; that our policies and praced evolve to reflect our current operations aredappropriately communicated to and
observed by employees; and that we appropriatehagmour corporate information assets, includingidential and proprietary information.
Failure to effectively manage growth could resultifficulty or delays in deploying customers, deek in quality or customer satisfaction,
increases in costs, difficulties in introducing natures or other operational difficulties, ang ahthese difficulties could adversely impact
our business performance and results of operations.

We depend on our senior management team and the ifsone or more key employees or an inability tract and retain highly skilled
employees could adversely affect our business.

Our success depends largely upon the continueétssraf our key executive officers. We also relyoom leadership team in the areas of
product development, marketing, sales, serviceggandral and administrative functions, and on rissritical individual contributors in
product development. From time to time, there maghanges in our executive management team ragtitim the hiring or departure of
executives, which could disrupt our business. Waatchave employment agreements with our execufffieers or other key personnel that
require them to continue to work for us for anydfied period and, therefore, they could termirthr employment with us at any time. The
loss of one or more of our executive officers oy kenployees and any failure to develop an apprtgsaccession plan for these persons coul
have a serious adverse effect on our business.

To execute our growth plan, we must attract araimédtighly qualified personnel, and our managerstrbe successful in hiring
employees who are a good cultural fit and havectmepetencies to succeed at Workday. Competitiothiese personnel is intense, particul;
in the San Francisco Bay Area, and especially figireeers with high levels of experience in desigrand developing software and Internet-
related services and senior sales executives. Enoanto time, we have experienced, and we expecbhbinue to experience, difficulty in
hiring and retaining employees with appropriatelifjoations, and may need to source talent in otfeographic areas. Many of the companies
with which we compete for experienced personneelgreater resources than we have. If we hire emplojrom competitors or other
companies, their former employers may attempt serashat these employees or Workday have breatle@degal obligations, resulting in a
diversion of our time and resources. In additiof, gandidates and existing employees carefullyidenshe value of the stock awards they
receive in connection with their employment. If erceived value of our stock awards declinesf, threi mix of equity and cash compensation
that we offer is unattractive, it may adverselyeatfour ability to recruit and retain highly skdlemployees. If we fail to attract new personnel
or fail to retain and motivate our current persdntieough our compensation practices, companycelihnd career development opportunities
our business and future growth prospects coulddberaely affected.

The markets in which we participate are intenselynepetitive, and if we do not compete effectivelyr operating results could be adversely
affected.

The markets for HCM and financial management apfibas are highly competitive, with relatively |ldwarriers to entry for some
applications or services. Our primary competitoes@racle and SAP, well-established providers ofvHahd financial management
applications, which have long-standing relationshifith many customers. Some customers may be hesitadopt cloud applications such as
ours and prefer to upgrade the more familiar apfibois offered by these vendors that are deployegremise. Oracle and SAP are larger and
have greater name recognition, much longer operdiistories, larger marketing budgets and signifilyagreater resources than we do. These
vendors, as well as other competitors, could dfféM and financial management applications on adstknme basis at a low price or bundle
part of a larger product sale. In order to takeaatlvge of customer demand for cloud applicati@gady vendors are expanding their cloud
applications through acquisitions, strategic atiesand organic development. For example, Oradjeii@t Taleo Corporation, and SAP
acquired SuccessFactors and Ariba, Inc. Legacyarsnday also seek to partner with other leadingatioroviders, such as the alliance
between Oracle and Salesforce.com. We also faceetition from custom-built software vendors andhireendors of specific applications,
some of which offer cloud-based solutions. Thegelges include, without limitation: The Ultimate 8wére Group, Inc., Automatic Data
Processing and Infor Global Solutions. We also famapetition from cloud-based vendors includingviters of applications for HCM and
payroll services such as Ceridian; providers ofidibased expense management applications suchnasiiCiciechnologies, Inc.; and providers
of financial management applications such as N&tSlic. We may also face competition from a varagtvendors of cloud-based and on-
premise software applications that address onlgragn of one of our applications. In addition, etltompanies that provide cloud
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applications in different target markets, such ale§orce.com and NetSuite, may develop applicat@racquire companies that operate in ou
target markets, and some potential customers neay &l develop their own internal applications. Mthe introduction of new technologies .
market entrants, we expect this competition torisify in the future.

Many of our competitors are able to devote gre@sources to the development, promotion and sateedaf products and services.
Furthermore, our current or potential competitoes/rhe acquired by third parties with greater abddaesources and the ability to initiate or
withstand substantial price competition. In additimmany of our competitors have established margatlationships, access to larger custc
bases and major distribution agreements with ctersig, system integrators and resellers. Our cdtopetnay also establish cooperative
relationships among themselves or with third partiet may further enhance their product offerimgsesources. If our competitors’ products,
services or technologies become more acceptediivaapplications, if they are successful in brigiheir products or services to market
earlier than ours, or if their products or serviaes more technologically capable than ours, thenmevenues could be adversely affected. In
addition, some of our competitors may offer theoducts and services at a lower price. If we arimto achieve our target pricing levels,
operating results would be negatively affectedciRg pressures and increased competition couldtriesteduced sales, reduced margins, Ic
or a failure to maintain or improve our competitivarket position, any of which could adversely eiffeur business.

If the market for enterprise cloud computing devemore slowly than we expect or declines, our bess could be adversely affect

The enterprise cloud computing market is not asireads the market for on-premise enterprise softyaard it is uncertain whether cloud
computing will achieve and sustain high levels w§tomer demand and market acceptance. Our sucdkedepend to a substantial extent on
the widespread adoption of cloud computing in galhand of HCM and financial management servicqsiticular. Many enterprises have
invested substantial personnel and financial ressuio integrate traditional enterprise softwate their businesses, and therefore may be
reluctant or unwilling to migrate to cloud computirit is difficult to predict customer adoption@atand demand for our applications, the futur
growth rate and size of the cloud computing maokehe entry of competitive applications. The exgan of the cloud computing market
depends on a number of factors, including the gmsformance, and perceived value associated Watidawomputing, as well as the ability of
cloud computing companies to address security andqy concerns. If other cloud computing providexperience security incidents, loss of
customer data, disruptions in delivery or othetbtems, the market for cloud computing applicatiass whole, including our applications,
may be negatively affected. If cloud computing doesachieve widespread adoption, or there is aatémh in demand for cloud computing
caused by a lack of customer acceptance, techralogfiallenges, weakening economic conditions,réigaur privacy concerns, competing
technologies and products, decreases in corpguatedig or otherwise, it could result in decreass@nues and our business could be
adversely affected.

To date, we have derived a substantial majorityoaf subscription services revenues from our HCM dipption. Our efforts to increase use
of our HCM application and our other applications ay not succeed, and may reduce our revenue grovatie.r

To date we have derived a substantial majorityusfsubscription services revenues from our HCM igapfibn. Any factor adversely
affecting sales of this application, including apation release cycles, market acceptance, praaumpetition, performance and reliability,
reputation, price competition, and economic andketaconditions, could adversely affect our busireess operating results. Our participation
in the markets for our payroll, financial managemeig data analytics, time tracking, procurementployee expense management
applications and recruiting is relatively new, d@nid uncertain whether these areas will ever taaudignificant revenues for us. Further, the
introduction of new applications beyond these mi@rkeay not be successful.

If we are not able to provide successful enhancensenew features and modifications, our businessiicbbe adversely affecte:

If we are unable to provide enhancements and naturfes for our existing applications or new appi@ss that achieve market
acceptance or that keep pace with rapid technabd&velopments, our business could be adverstdgtafl. For example, we are focused on
enhancing the features and functionality of our-R@M applications to enhance their utility to largeistomers with complex, dynamic and
global operations. The success of enhancementsfeaures and applications depends on severalrf&dteluding the timely completion,
introduction and market acceptance of the enhancenoe new features or applications. Failure is tieigard may significantly impair our
revenue growth. In addition, because our applicatiare designed to operate on a variety of systemsyill need to continuously modify and
enhance our applications to keep pace with chaingesernet-related hardware, iOS and other soffyweommunication, browser and database
technologies. We may not be successful in eitheeldping these modifications and enhancements briitging them to market in a timely
fashion. We must also appropriately balance thdymrbcapability demands of our current custometh thie capabilities required to address
the broader market. Furthermore, uncertainties tah@utiming and nature of new network platformsemhnologies, or modifications to
existing platforms or technologies, could increaseproduct development expenses. Any failure ofagplications to operate effectively with
future network platforms and technologies couldumsdthe demand for our applications, result inaustr dissatisfaction and adversely affect
our business.
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If our applications fail to perform properly, oureputation could be adversely affected, our markieaie could decline and we could |
subject to liability claims

Our applications are inherently complex and mayt@iormaterial defects or errors. Any defects inctionality or that cause interruptions
in the availability of our applications could retsin;

* loss or delayed market acceptance and s

» breach of warranty claim

» sales credits or refunds for prepaid amounts mleteinused subscription servic
* loss of customer:

« diversion of development and customer service ressy anc

* injury to our reputatior
The costs incurred in correcting any material disfec errors might be substantial and could ad\xedéect our operating results.

Because of the large amount of data that we cadledtmanage, it is possible that hardware failaresrors in our systems could resul
data loss or corruption, or cause the informatiai tve collect to be incomplete or contain inaccigsthat our customers regard as significan
Furthermore, the availability or performance of applications could be adversely affected by a remalb factors, including customers’
inability to access the Internet, the failure of aatwork or software systems, security breachesoability in user traffic for our services. We
may be required to issue credits or refunds fopgickamounts related to unused services or otherddiable to our customers for damages
they may incur resulting from certain of these @geRor example, our customers access our appliicathrough their Internet service
providers. If a service provider fails to providdfgient capacity to support our applications tnerwise experiences service outages, such
failure could interrupt our customers’ access toapplications, adversely affect their perceptibowr applications’ reliability and reduce our
revenues. In addition to potential liability, if veperience interruptions in the availability ofr @pplications, our reputation could be adversel
affected and we could lose customers.

Our errors and omissions insurance may be inadequahay not be available in the future on accdetrms, or at all. In addition, our
policy may not cover all claims made against us@efénding a suit, regardless of its merit, coddbstly and divert management’s attention.

Large customers often demand more configuration aintegration services, or customized features anddtions that we do not offer, whic
could adversely affect our business and operatiegults.

Large customers may demand more configuration rtegjiation services, which increase our upfronegtment in sales and deployment
efforts, with no guarantee that these customeidnitease the scope of their subscription. Assalteof these factors, we must devote a
significant amount of sales support and professiservices resources to individual customers, imsireg the cost and time required to comj
sales. Additionally, our applications do not cuthgpermit customers to add new data fields andftions or to modify our code. If prospective
customers require customized features or functioatswe do not offer, and that would be difficut them to deploy themselves, then the
market for our applications will be more limiteddaour business could suffer.

Because we sell applications to manage complex apieg environments of large customers, we encountarg sales cycles, which cou
adversely affect our operating results in a givearfpd.

Our ability to increase revenues and achieve aridtaia profitability depends, in large part, on e#ppread acceptance of our applicat
by large businesses and other organizations. Asikget our sales efforts at these customers, weedezater costs, longer sales cycles and les
predictability in completing some of our salesthe large enterprise market, the customer’s detisio
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use our applications may be an enterprise-widesitetand, therefore, these types of sales reqaite provide greater levels of education
regarding the use and benefits of our applicatibnaddition, because we are a relatively new camipeath a limited operating history, our
target customers may prefer to purchase applicativatt are critical to their business from onewflarger, more established competitors. Our
typical sales cycles are six to twelve months,@adxpect that this lengthy sales cycle may costimincrease as customers adopt our
applications beyond HCM. Longer sales cycles cealase our operating and financial results to sulffergiven period.

Our customers’ deployment timeframes vary basecshany factors including the number and type of apions being deployed, the
complexity and scale of the customers’ businesbes;onfiguration requirements, the number of irdégns with other systems and other
factors, many of which are beyond our control.

The loss of one or more of our key customers, dadure to renew our subscription agreements with@or more of our key customers,
could negatively affect our ability to market oupglications.

We rely on our reputation and recommendations fkesncustomers in order to promote subscriptionsutoapplications. The loss of any
of our key customers, or a failure of some of thermrenew, could have a significant impact on owereies, reputation and our ability to obtain
new customers. In addition, acquisitions of ourteoeers could lead to cancellation of our contragth those customers or by the acquiring
companies, thereby reducing the number of ouriegistnd potential customers. Acquisitions of outipers could also result in a decrease in
the number of our current and potential custonssgur partners may no longer facilitate the adopdif our applications.

We typically provide service level commitments undar customer contracts. If we fail to meet thesentractual commitments, we could be
obligated to provide credits or refunds for prepadounts related to unused subscription servicedame contract terminations, which cou
adversely affect our revenues.

Our customer agreements typically provide sendeellcommitments on a monthly basis. If we are inabmeet the stated service level
commitments or suffer extended periods of unavditglior our applications, we may be contractuadlgligated to provide these customers
with service credits, refunds for prepaid amouetated to unused subscription services, or we caale contract terminations. Our revenues
could be significantly affected if we suffer unsdhied downtime that exceeds the allowed downtirmeeuour agreements with our
customers. Any extended service outages could aselyeaffect our reputation, revenues and operatsglts.

Our business could be adversely affected if ourtousers are not satisfied with the deployment seegiprovided by us or our partners.

Our business depends on our ability to satisfyomgtomers, both with respect to our applicatioeririgs and the professional services
that are performed to help our customers use featmd functions that address their business nBeafessional services may be performed b
our own staff, by a third party, or by a combinatif the two. Our strategy is to work with thirdr@s to increase the breadth of capability anc
depth of capacity for delivery of these servicesuo customers, and third parties provide a majaftour deployment services. If a custome
not satisfied with the quality of work performed by or a third party or with the type of professibservices or applications delivered, then we
could incur additional costs to address the sibuatihe profitability of that work might be impaiteand the customer’s dissatisfaction with our
services could damage our ability to expand thebmmof applications subscribed to by that customér.must also align our product
development and professional services operationsder to ensure that customers’ evolving needsnete Negative publicity related to our
customer relationships, regardless of its accunaey;, further damage our business by affecting bilityato compete for new business with
current and prospective customers.

Any failure to offer higr-quality technical support services may adverseffiget our relationships with our customers and ofinancial
results.

Once our applications are deployed, our customgpsnd on our support organization to resolve teathissues relating to our
applications. We may be unable to respond quickbugh to accommodate short-term increases in cestdemand for support services. We
also may be unable to modify the format of our suppervices to compete with changes in suppovices provided by our competitors.
Increased customer demand for these services, wtitmoresponding revenues, could increase costa@versely affect our operating results.
In addition, our sales process is highly dependardur applications and business reputation angbgitive recommendations from our
existing customers. Any failure to maintain highatity technical support, or a market perceptiort tha do not maintain high-quality support,
could adversely affect our reputation, our abitdysell our applications to existing and prospertiustomers, and our business, operating
results and financial position.
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Sales to customers outside the United States ol witernational operations expose us to risks inleat in international sales ani
operations.

A key element of our growth strategy is to expauodinternational operations and develop a worldwddstomer base. To date, we have
not realized a substantial portion of our reverfum® customers headquartered outside the Unite@sSt®perating in international markets
requires significant resources and managementtiattezind will subject us to regulatory, economid @olitical risks that are different from
those in the United States. Because of our limgtgzerience with international operations, our in&tional expansion efforts may not be
successful in creating demand for our applicatmutside of the United States or in effectivelyisglisubscriptions to our applications in all of
the international markets we enter. In addition wileface risks in doing business internationatat could adversely affect our business,
including:

* the need to localize and adapt our applicationspecific countries, including translation iftweign languages and associated
expenses

« our ability to clearly articulate a go-to-marlstrategy that aligns product management effartsthe development of supporting
infrastructure

» data privacy laws which require that customer @iatatored and processed in a designated terr

« difficulties in appropriately staffing and managifogeign operations and determining appropriate memsation for local market
» difficulties in leveraging executive presence anthpany culture globally

» different pricing environments, longer sales cyelrd longer accounts receivable payment cyclesalhections issues

* new and different sources of competiti

» weaker protection for intellectual property anter legal rights than in the United States atadfical difficulties in enforcing
intellectual property and other rights outsidehs tUnited State:

» laws and business practices favoring local conysti

« compliance challenges related to the complexfitymultiple, conflicting and changing governmental's and regulations, including
employment, tax, privacy and data protection land egulations

» increased financial accounting and reporting busderd complexities

» restrictions on the transfer of func

» ensuring compliance with a-bribery laws including the Foreign Corrupt Practiéet;
* adverse tax consequences;

e unstable regional and economic political conditic

Today, our international contracts are only ocazaily denominated in local currencies. However,rtteggority of our international costs
are denominated in local currencies. We anticiff@eover time, an increasing portion of our intgimnal contracts may be denominated in
local currencies. Therefore, fluctuations in thtugaof the U.S. dollar and foreign currencies nrapact our operating results when translated
into U.S. dollars. We do not currently engage irrency hedging activities to limit the risk of exaige rate fluctuations.
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We have acquired, and may in the future acquirehet companies or technologies, which could divedrananagement attention, result ir
additional dilution to our stockholders and othersg disrupt our operations and adversely affect aperating results.

We have acquired, and may in the future acquiteeratompanies or technologies to complement orrekpar applications, enhance our
technical capabilities, obtain personnel or otheendffer growth opportunities. The pursuit of asiiions may divert the attention of
management and cause us to incur various expengdentifying, investigating and pursuing suitabtguisitions, whether or not they are
consummated.

We have limited experience in acquiring other besges. We may not be able to integrate acquiresbpeel, operations and technolog
successfully or effectively manage the combinedrtass following the acquisition. We also may ndtiace the anticipated benefits from the
acquired business due to a number of factors, diivedy

« inability to integrate or benefit from acquiredheaologies or services in a profitable mant

e unanticipated costs or liabilities associated i acquisition

e incurrence of acquisitic-related costs

« difficulty integrating the accounting systems, aggms and personnel of the acquired busir

» difficulties and additional expenses associateti sitpporting legacy products and hosting infrastmecof the acquired busine:

« difficulty converting the customers of the attgd business onto our applications and contraioiggincluding disparities in the
revenues, licensing, support or professional sesvinodel of the acquired compa

« diversion of manageme’s attention from other business conce

» adverse effects on our existing business relatipashith business partners and customers as & sk acquisition
» the potential loss of key employe:

» use of resources that are needed in other padsrdfusiness; ar

» use of substantial portions of our available castohsummate the acquisitic

In addition, a significant portion of the purchgsi&e of companies we acquire may be allocatedquised goodwill and other intangible
assets, which must be assessed for impairmerasttdanually. In the future, if our acquisitionsrdu yield expected returns, we may be
required to take charges to our operating resalégth on this impairment assessment process, wbidt adversely affect our results of
operations.

Acquisitions could also result in dilutive issuasad equity securities or the incurrence of delfticlv could adversely affect our operal
results. In addition, if an acquired business failmeet our expectations, our operating resultsingss and financial position may suffer.

We have a history of cumulative losses and we dbexpect to be profitable for the foreseeable futur

We have incurred significant losses in each pesinde our inception in 2005. These losses and eauraulated deficit reflect the
substantial investments we made to acquire nevorwest and develop our applications. We expect parating expenses to increase in the
future due to anticipated increases in sales an#letiag expenses, product development expensestapes costs and general and
administrative costs, and therefore we expectassds to continue for the foreseeable future. Eumibre, to the extent we are successful in
increasing our customer base, we will also incardased losses because costs associated withiagguistomers are generally incurred up
front, while subscription services revenues areegaly recognized ratably over the terms of theeagrents, which are typically three years.
You should not consider our recent growth in reanas indicative of our future performance. Acaogtli, we cannot assure you that we will
achieve profitability in the future, nor that, ievdo become profitable, we will sustain profitetiili
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If we experience significant fluctuations in our ta of anticipated growth and fail to balance our genses with our revenue forecasts, ¢
results could be harmed.

Our ability to forecast our future rate of growghimited and subject to a number of uncertainiiesuding general economic and market
conditions. We plan our expense levels and investioe estimates of future revenue and future grdteid rates of growth. We may not be .
to adjust our spending quickly enough if our growdtes fall short of our expectations.

Moreover, we have encountered and will encounsiisrand uncertainties frequently experienced bwigg companies in rapidly
changing industries, such as the risks and unoéigaidescribed herein. If our assumptions reggrttiese risks and uncertainties (which we
use to plan our business) are incorrect or changealchanges in our markets, or if we do not agitieese risks successfully, our operating
and financial results could differ materially fraar expectations and our business could suffer.

We may not be able to sustain our revenue growttesain the future.

You should not consider our historical revenue dhorates as indicative of our future performancer @venue growth rates have
declined, and may decline in future periods, assthe of our customer base increases and as wevacdhigher market penetration rates. Other
factors may also contribute to declines in our ghorates, including slowing demand for our produittsreasing competition, a decrease in th
growth of our overall market, our failure to conténto capitalize on growth opportunities, and tleuration of our business, among others. A
our growth rates decline, investors’ perceptionswfbusiness and the trading price of our seegritould be adversely affected.

Because we recognize subscription services reveiowes the term of the contract, downturns or uptugiin new sales will not be immediat
reflected in our operating results and may be diffit to discern.

We generally recognize subscription services regsritom customers ratably over the terms of thantracts, which are typically three
years. As a result, most of the subscription ses/ievenues we report in each quarter are deneed the recognition of unearned revel
relating to subscriptions entered into during poesiquarters. Consequently, a decline in new @awed subscriptions in any single quarter
likely have a minor impact on our revenue resutstiat quarter. However, such a decline will nexgdy affect our revenues in future quarters
Accordingly, the effect of significant downturnssales and market acceptance of our applicationspatential changes in our pricing policies
or rate of renewals, may not be fully reflectedin results of operations until future periods. ivay be unable to adjust our cost structure to
reflect the changes in revenues. In addition, aifstgnt majority of our costs are expensed asrirez) while revenues are recognized over the
life of the customer agreement. As a result, ireedagrowth in the number of our customers couldlr@s our recognition of more costs than
revenues in the earlier periods of the terms ofamueements. Our subscription model also makefidudt for us to rapidly increase our
revenues through additional sales in any periodewasnues from new customers must be recognizedtioeepplicable subscription term.

Our quarterly results may fluctuate significantlyrad may not fully reflect the underlying performana&f our business.

Our quarterly results of operations, including léneels of our revenues, gross margin, profitahiligsh flow and unearned revenue, may
vary significantly in the future and period-to-pmticomparisons of our operating results may nahbaningful. Accordingly, the results of any
one quarter should not be relied upon as an indicatf future performance. Our quarterly finangedults may fluctuate as a result of a variety
of factors, many of which are outside of our cohtand as a result, may not fully reflect the umygleg performance of our business.
Fluctuation in quarterly results may negatively &opthe value of our securities. Factors that nase fluctuations in our quarterly financial
results include, without limitation, those listeeldw:

» our ability to attract new custome
« the addition or loss of large customers, includmgugh acquisitions or consolidatiol

» the timing of recognition of revenue
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» the amount and timing of operating expenses rekatéte maintenance and expansion of our busiegessations and infrastructu
» network outages or security breact

e general economic, industry and market conditit

* customer renewal rate

* increases or decreases in the number of elemenpts akrvices or pricing changes upon any reneofatastomer agreemen

» changes in our pricing policies or those of our petitors;

» the mix of applications sold during a peri

» seasonal variations in sales of our applicatiofgchivhave historically been highest in the fourttader of a calendar yez

» the timing and success of new application ardise introductions by us or our competitors oy ather change in the competitive
dynamics of our industry, including consolidation@g competitors, customers or strategic partraers

» the timing of expenses related to the develogroeacquisition of technologies or businessespaidntial future charges for
impairment of goodwill from acquired compani

Our ability to predict the rate of customer subsation renewals or adoptions, and the impact thesaewals and adoptions will have on our
revenues or operating results, is limited.

As the markets for our applications mature, ores nompetitors introduce new products or servihas¢compete with ours, we may be
unable to attract new customers at the same pribased on the same pricing model as we have useditally. Moreover, large customers,
which are the focus of our sales efforts, may defrgreater price concessions. As a result, in theduve may be required to reduce our
prices, which could adversely affect our revengesss margin, profitability, financial position andsh flow.

In addition, our customers have no obligation twere their subscriptions for our applications aftex expiration of the initial subscripti
period. Our customers may renew for fewer elemehtair applications or on different pricing tern@ur customerstenewal rates may declil
or fluctuate as a result of a number of factorsluding their dissatisfaction with our pricing arrcapplications and their ability to continue ti
operations and spending levels. If our customensad@enew their subscriptions for our applicationssimilar pricing terms, our revenues n
decline and our business could suffer. In additower time the average term of our contracts coahlthge based on renewal rates or for other
reasons.

Our future success also depends in part on outyatailsell additional features or enhanced elesefibur applications to our current
customers. This may require increasingly costlgsafforts that are targeted at senior manageni¢hése efforts are not successful, our
business may suffer.

Failure to adequately expand our direct sales fone@l impede our growth.

We will need to continue to expand and optimize sales infrastructure in order to grow our custobase and our business. We plan to
continue to expand our direct sales force, bothakiiwally and internationally. Identifying and reiting qualified personnel and training them
in the use of our software requires significantgjraxpense and attention. It can take nine montlmger before our sales representatives are
fully-trained and productive. Our business may theeasely affected if our efforts to expand anditmirr direct sales force do not generate a
corresponding increase in revenues. In particiflare are unable to hire, develop and retain t@érstales personnel or if new direct sales
personnel are unable to achieve desired productaitls in a reasonable period of time, we maylmoable to realize the expected benefits o
this investment or increase our revenues.
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If we fail to develop widespread brand awarenesst-effectively, our business may suffer.

We believe that developing and maintaining wideagrawareness of our brand in a cost-effective nraBreitical to achieving
widespread acceptance of our applications andcéiticpnew customers. Brand promotion activities mat/generate customer awareness or
increase revenues, and even if they do, any inereagvenues may not offset the expenses we induwrilding our brand. If we fail to
successfully promote and maintain our brand, anriiscibstantial expenses, we may fail to attracet@in customers necessary to realize a
sufficient return on our brand-building efforts,torachieve the widespread brand awareness thati@al for broad customer adoption of our
applications.

Our growth depends in part on the success of ouatgic relationships with third parties.

In order to grow our business, we anticipate thatwill continue to depend on relationships withrdhparties, such as deployment
partners, and technology and content providersitiiyeng partners, and negotiating and documenteigtionships with them, requires
significant time and resources. Our competitors fagffective in providing incentives to third pastto favor their products or services or to
prevent or reduce subscriptions to our serviceadtition, acquisitions of our partners by our cetitprs could result in a decrease in the
number of our current and potential customers,uapartners may no longer facilitate the adoptibow applications by potential customers.

If we are unsuccessful in establishing or maintajrour relationships with third parties, our alilib compete in the marketplace or to
grow our revenues could be impaired and our opegaisults may suffer. Even if we are successfalcannot assure you that these
relationships will result in increased customergasaf our applications or increased revenues.

Adverse economic conditions may negatively impaat lousiness

Our business depends on the overall demand forpeige software and on the economic health of oarenit and prospective customers.
The financial recession resulted in a significapaikening of the economy in the United States andgtuand of the global economy, more
limited availability of credit, a reduction in busiss confidence and activity, and other difficgltieat may affect one or more of the industries
to which we sell our applications. In addition e United States there has been pressure to rgdweenment spending. This might reduce
demand for our applications from organizations thative funding from the U.S. government and cogdatively affect the U.S. economy,
which could further reduce demand for our applarai Further, the economies of countries in Eutap@ been experiencing weakness
associated with high sovereign debt levels, weakirethe banking sector and uncertainty over theréuof the Euro zone. We have operations
in Ireland and current and potential new custorireEaurope. If economic conditions in Europe anceotkey markets for our applications
continue to remain uncertain or deteriorate furth@ny customers may delay or reduce their infomnaechnology spending. This could
result in reductions in sales of our applicatidoager sales cycles, reductions in subscriptioratiom and value, slower adoption of new
technologies and increased price competition. Afrthese events would likely have an adverse effaabur business, operating results and
financial position. In addition, there can be nsuaance that enterprise software spending levélsneiease following any recovery.

Our customers may fail to pay us in accordance witie terms of their agreements, necessitating attiy us to compel payment.

We typically enter into multiple year, non-cancééatirrangements with customers of our servicesusfomers fail to pay us under the
terms of our agreements, we may be adversely affduith from the inability to collect amounts duel éhe cost of enforcing the terms of our
contracts, including litigation. The risk of suchgative effects increases with the term lengthusfoustomer arrangements. Furthermore, sorr
of our customers may seek bankruptcy protectiosttoer similar relief and fail to pay amounts duei$p or pay those amounts more slowly,
either of which could adversely affect our opemtiasults, financial position and cash flow.

Any failure to protect our intellectual property ghts could impair our ability to protect our propgtary technology and our branc

Our success and ability to compete depend in meam wur intellectual property. We primarily rely oapyright, trade secret and
trademark laws, trade secret protection and confiidlty or license agreements with our employ@estomers, partners and others to protect
our intellectual property rights. However, the steye take to protect our intellectual property tigimay be inadequate.

In order to protect our intellectual property rightve may be required to spend significant res@ui@enonitor and protect these rights.
Litigation brought to protect and enforce our itgetual property rights could be costly, time-canguwg and distracting to management and
could result in the impairment or loss of porti@fi®ur intellectual property. Furthermore, our effato enforce our intellectual property rights
may be met with defenses, counterclaims and cauiterattacking the validity and enforceabilityoofr intellectual property rights. Our failure
to secure, protect and enforce our intellectuaperty rights could seriously adversely affect otartdl and adversely impact our business.
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We may be sued by third parties for alleged inframgent of their proprietary rights.

There is considerable patent and other intellegit@perty development activity in our industry. Guiccess depends upon our not
infringing upon the intellectual property rightsathers. Our competitors, as well as a numberloéragntities and individuals, may own or
claim to own intellectual property relating to andustry. From time to time, third parties may siahat we are infringing upon their
intellectual property rights, and we may be foumdé¢ infringing upon such rights. In the futurdyexs may claim that our applications and
underlying technology infringe or violate theirétiectual property rights. However, we may be unraw the intellectual property rights that
others may claim cover some or all of our technglogservices. Any claims or litigation could cawseto incur significant expenses and, if
successfully asserted against us, could requiterthgay substantial damages or ongoing royaltyn@ags, prevent us from offering our
services, or require that we comply with other unfable terms. We may also be obligated to indeyrmifr customers or business partners or
pay substantial settlement costs, including roypétyments, in connection with any such claim dgdition and to obtain licenses, modify
applications, or refund fees, which could be codtlyen if we were to prevail in such a dispute, Btigation regarding our intellectual prope
could be costly and time-consuming and divert thenéion of our management and key personnel franbasiness operations.

Some of our applications utilize open source softeiaand any failure to comply with the terms of ooe more of these open source licens
could negatively affect our business.

Some of our applications include software covengden source licenses, which may include, by wagxample, GNU General Public
License and the Apache License. The terms of varamen source licenses have not been interpretébhivgyd States courts, and there is a risk
that such licenses could be construed in a mahagéimhposes unanticipated conditions or restrigtion our ability to market our applications.
By the terms of certain open source licenses, wéddee required to release the source code of mprigtary software, and to make our
proprietary software available under open souankes, if we combine our proprietary software witln source software in a certain mar
In the event that portions of our proprietary seafitevare determined to be subject to an open stinerese, we could be required to publicly
release the affected portions of our source cadengineer all or a portion of our technologiespthierwise be limited in the licensing of our
technologies, each of which could reduce or elitartae value of our technologies and servicesdtitan to risks related to license
requirements, usage of open source software cdrtdegreater risks than use of third party comnasbftware, as open source licensors
generally do not provide warranties or controldlmorigin of the software. Many of the risks asatar] with usage of open source software
cannot be eliminated, and could negatively affectbusiness.

We employ third-party licensed software for usednwith our applications, and the inability to matain these licenses or errors in the
software we license could result in increased costsreduced service levels, which would adversefect our business

Our applications incorporate certain third-partftware obtained under licenses from other compahNi&santicipate that we will
continue to rely on such third-party software aedelopment tools from third parties in the futukhough we believe that there are
commercially reasonable alternatives to the thaypsoftware we currently license, this may netagjs be the case, or it may be difficult or
costly to replace. In addition, integration of gadtware used in our applications with new tharty software may require significant work ¢
require substantial investment of our time and weses. Also, to the extent that our applicationgesel upon the successful operation of third-
party software in conjunction with our softwareyamdetected errors or defects in this third-padftware could prevent the deployment or
impair the functionality of our applications, delagw application introductions, result in a failafeour applications and injure our reputation.
Our use of additional or alternative third-partyta@re would require us to enter into license agreets with third parties.

Changes in laws and regulations related to the Imet or changes in the Internet infrastructure it#fenay diminish the demand for our
applications, and could have a negative impact amr business.

The future success of our business depends upamttimued use of the Internet as a primary mediumcommerce, communication a
business applications. Federal, state or foreigreigoment bodies or agencies have in the past adlogatel may in the future adopt, laws or
regulations affecting the use of the Internet asramercial medium. Changes in these laws or reégaktould require us to modify our
applications in order to comply with these changreswiddition, government agencies or private orzaimns may begin to impose taxes, fee
other charges for accessing the Internet or comermnducted via the Internet. These laws or chargels limit the growth of Internet-related
commerce or communications or generally, resuleductions in the demand for Internet-based apidics such as ours.
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In addition, the use of the Internet as a busit@siscould be adversely affected due to delay®éndevelopment or adoption of new
standards and protocols to handle increased denudiaigrnet activity, security, reliability, costase of use, accessibility, and quality of
service. The performance of the Internet and itepiance as a business tool has been adversatjedftay “viruses,” “worms” and similar
malicious programs and the Internet has experieaoatiety of outages and other delays as a rebdimage to portions of its infrastructure.
If the use of the Internet is adversely affectedimse issues, demand for our applications coufdrsu

We are obligated to develop and maintain proper aftective internal controls over financial reportg. We may not complete our analysis
of our internal controls over financial reportingri a timely manner, or these internal controls maptrbe determined to be effective, which
may adversely affect investor confidence in the @@y and completeness of our financial reports atige market price of our securities
may be negatively affected.

As a public company, we are required to maintaiarimal controls over financial reporting and toag@mny material weaknesses in such
internal controls. Section 404 of the Sarbanes-Alet of 2002 (the Sarbanes-Oxley Act) requireg the evaluate and determine the
effectiveness of our internal controls over finahceporting and provide a management report ointieenal controls over financial reporting,
which must be attested to by our independent mgdtpublic accounting firm. If we have a matewakbkness in our internal controls over
financial reporting, we may not detect errors dimeely basis and our financial statements may beer@ly misstated.

The process of compiling the system and proceskiggmentation necessary to perform the evaluagaded to comply with
Section 404 is challenging and costly. In the feituve may not be able to complete our evaluat&stirtg and any required remediation in a
timely fashion. If we identify material weaknesse®ur internal controls over financial reportiriigywe are unable to comply with the
requirements of Section 404 in a timely mannengfare unable to assert that our internal contreés financial reporting are effective, or if
our independent registered public accounting fgranable to express an opinion as to the effeatis®nf our internal controls over financial
reporting, investors may lose confidence in thaueaxy and completeness of our financial reportstaadnarket price of our securities coulc
negatively affected, and we could become subjeittviestigations by the New York Stock Exchange (MY,3he SEC, or other regulatory
authorities, which could require additional finaal@and management resources.

The requirements of being a public company may gtraur resources and divert management’s attention.

We are subject to the reporting requirements ofStheurities Exchange Act of 1934, as amended Hxchange Act), the Sarban@sdey
Act, the Wall Street Reform and Consumer Protecfion(the Dodd-Frank Act), the listing requirementshe NYSE and other applicable
securities rules and regulations. Compliance widsé rules and regulations has increased andomifinzie to increase our legal and financial
compliance costs, make some activities more diffitkme-consuming or costly, and increase demandwr systems and resources. In
particular, we have incurred and expect to contiauacur significant expenses and devote substami@nagement effort toward ensuring
compliance with the requirements of Section 40thefSarbanes-Oxley Act. The Sarbanes-Oxley Actiresjuamong other things, that we
maintain effective disclosure controls and procedwnd internal control over financial reportingofder to maintain and, if required, improve
our disclosure controls and procedures and intewatirol over financial reporting to meet this stard, significant resources and managemen
oversight may be required. As a result, managematiintion may be diverted from other businessears, which could harm our business
and operating results. Although we have hired &t employees to comply with these requirememtsmay need to hire more employees ir
the future, in particular accounting, financial antkrnal audit staff, which will increase our cbsnd expenses.

In addition, changing laws, regulations and statisiaelating to corporate governance and publidalisice are creating uncertainty for
public companies, increasing legal and financiahptiance costs and making some activities more tiorsuming. These laws, regulations
standards are subject to varying interpretationsjany cases due to their lack of specificity, asda result, their application in practice may
evolve over time as new guidance is provided byletgry and governing bodies. This could resultantinuing uncertainty regarding
compliance matters and higher costs necessitateddpying revisions to disclosure and governancetioes. We intend to invest resources to
comply with evolving laws, regulations and standaahd this investment may result in increased rg¢éiaad administrative expenses and a
diversion of management’s time and attention frerrenue-generating activities to compliance acsitif our efforts to comply with new
laws, regulations and standards differ from thévdigts intended by regulatory or governing bodie® to ambiguities related to practice,
regulatory authorities may initiate legal proceegilmagainst us and our business may be harmed.
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We will not be able to utilize a portion of our neperating loss or research tax credit carryforwardvhich could adversely affect our
profitability.

As of April 30, 2014, we had federal and stateapedrating loss carryforwards due to prior pericgb&s, which if not utilized will begin
to expire in 2025 and 2015 for federal and statpgaes, respectively. We also have federal resaaxctredit carryforwards, which if not
utilized will begin to expire in 2025. These netagting loss and research tax credit carryforwaoddd expire unused and be unavailable to
reduce future income tax liabilities, which coultlyarsely affect our profitability.

In addition, under Section 382 of the Internal RexeCode of 1986, as amended (the Code), ounatuilittilize net operating loss
carryforwards or other tax attributes, such asakdetax credits, in any taxable year may be lichitave experience an “ownership change.” A
Section 382 “ownership change” generally occuom#é or more stockholders or groups of stockholdérs own at least 5% of our stock
increase their ownership by more than 50 percergaggs over their lowest ownership percentageiwithrolling three-year period. Similar
rules may apply under state tax laws. It is posdibht an ownership change, or any future ownerdtamge, could have a material effect or
use of our net operating loss carryforwards or rotiéve attributes, which could adversely affect profitability.

Adverse tax laws or regulations could be enactecegisting laws could be applied to us or our custens, which could increase the costs
our services and adversely impact our business.

The application of federal, state, local and indional tax laws to services provided electronicellevolving. New income, sales, use or
other tax laws, statutes, rules, regulations omarttes could be enacted at any time (possibly reitloactive effect), and could be applied
solely or disproportionately to services providegothe Internet. These enactments could adveadtdgt our sales activity due to the inherent
cost increase the taxes would represent and u#tlgnegsult in a negative impact on our operatirgplts and cash flows.

In addition, existing tax laws, statutes, rulegjutations or ordinances could be interpreted, chdnmodified or applied adversely to us
(possibly with retroactive effect), which could @ us or our customers to pay additional tax ameuas well as require us or our customers
to pay fines or penalties and interest for pastuat®o If we are unsuccessful in collecting suckesafxom our customers, we could be held
liable for such costs, thereby adversely impactingoperating results and cash flows.

Our reported financial results may be adverselyeadfed by changes in accounting principles generalcepted in the United States.

Generally accepted accounting principles in theté¢hBtates are subject to interpretation by tharkial Accounting Standards Board
(FASB), the SEC, and various bodies formed to pigate and interpret appropriate accounting primspA change in these principles or
interpretations could have a significant effectoain reported financial results, and could affeettiporting of transactions completed before
the announcement of a change.

Risks related to our Class A common stock
Our CEO and Chairman have control over key decisioraking as a result of their control of a majorityf our voting stock.

As of May 31, 2014, our co-founder and ChairmaniB&uwffield, together with his affiliates, held wog rights with respect to
67.7 million shares of Class B common stock andhtiillion shares of Class A common stock. In additiMr. Duffield holds 0.1 million
restricted stock units, which will be settled inexquivalent number of shares of Class A commorkstas of May 31, 2014, our cfsunder an
CEO Aneel Bhusri, together with his affiliates, dh@bting rights with respect to 7.1 million shacgdlass B common stock and 0.3 million
shares of Class A common stock. In addition, Mru&hholds exercisable options to acquire 3.2 onllshares of Class B common stock,
1.0 million shares of Class B restricted stock @riimillion restricted stock units, which will betded in an equivalent number of shares of
Class A common stock. Further, Messrs. Duffield Bhdsri have entered into a voting agreement untiéch each has granted a voting proxy
with respect to certain Class B common stock beralfy owned by him effective upon his death orapacity as described in our registration
statement on Form $4iled in connection with our initial public offielg. Messrs. Duffield and Bhusri have each inijiaesignated the other
their respective proxies. Accordingly, upon thetdes incapacity of either Mr. Duffield or Mr. Bhristhe other would individually continue to
control the voting of shares subject to the vopingxy. Collectively, the shares described aboveasgnt a substantial majority of the voting
power of our outstanding capital stock. As a resv#ssrs. Duffield and Bhusri have the ability tmtrol the outcome of matters submitted to
our stockholders for approval, including the electof directors and any merger, consolidation abe sf all or substantially all of our assets. In
addition, they have the ability to control the mgexment and affairs of our company as a resulteif fhositions as our CEO and Chairman,
respectively, and their ability to control the @len of our directors. As board members and officéfessrs. Duffield and Bhusri owe a
fiduciary duty to our stockholders and must aggdod faith in a manner they reasonably believeetinlihe best interests of our stockholders.
As stockholders, even as controlling stockholdiesy are entitled to vote their shares in their amtarests, which may not always be in the
interests of our stockholders generally.
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The dual class structure of our common stock hag thffect of concentrating voting control with ourED and Chairman, and also with
executive officers, directors and other affiliatetjis will limit or preclude the ability of non-affiates to influence corporate matters.

Our Class B common stock has ten votes per shareanClass A common stock, which is the stock ihatirrently publicly traded, has
one vote per share. Stockholders who hold shar€ast B common stock, including our executiveceifs, directors and other affiliates,
together hold a substantial majority of the votomyver of our outstanding capital stock as of MayZ114. Because of the ten-to-one voting
ratio between our Class B and Class A common stbekholders of our Class B common stock colletfivall continue to control a majority
of the combined voting power of our common stoc#t #rerefore be able to control all matters submhitteour stockholders for approval until
October 11, 2032, or such earlier time: as theeshaf Class B common stock represent less thanf@#h autstanding shares of our Class A
and Class B common stock; if agreed by the holdetise majority of the Class B common stock; orenimonths following the death of both
Mr. Duffield and Mr. Bhusri. This concentrated cartwill limit or preclude the ability of non-affétes to influence corporate matters for the
foreseeable future.

Future transfers by holders of Class B common stdgttigenerally result in those shares convertingtass A common stock, subject to
limited exceptions, such as certain transfers edfbéor estate planning purposes. The conversi@lags B common stock to Class A commor
stock will have the effect, over time, of increagthe relative voting power of those holders ofssI8 common stock who retain their shares i
the long term. If, for example, our CEO and Chainmetain a significant portion of their holdings@tass B common stock for an extended
period of time, they could, in the future, continoecontrol a majority of the combined voting powéiour Class A common stock and Class B
common stock.

Our stock price has been volatile in the past andyrbe subject to volatility in the future.

The trading price of our Class A common stock heentvolatile historically, and could be subjecivide fluctuations in response to
various factors described below. These factorsyedkas the volatility of our Class A common stochkyuld also impact the price of our
convertible senior notes. The factors that maycatfee trading price of our securities, some ofalibare beyond our control, include:

» overall performance of the equity marke

» fluctuations in the valuation of companies perceitag investors to be comparable to us, such asdrighth or cloud companies,
in valuation metrics, such as our price to revemaés;

» changes in the estimates of our operating t®#uht we provide to the public, our failure toanthese projections or changes in
recommendations by securities analysts that fobawsecurities

» announcements of technological innovations, applications or enhancements to services, acipuisijtstrategic alliances or
significant agreements by us or by our competi

» disruptions in our services due to computer hardwsoftware or network problerr

e announcements of customer additions and customeetiations or delays in customer purcha
e recruitment or departure of key personi

» the economy as a whole, market conditions in odustry, and the industries of our custom

» trading activity by directors, executive officersdasignificant stockholders, or the perceptiorhia inarket that the holders of a la
number of shares intend to sell their sha

* the exercise of rights held by certain of aimckholders, subject to some conditions, to requéréo file registration statements
covering their shares or to include their shareggistration statements that we may file for olwes or our stockholder

» the size of our market float and significant optexercises

e any future issuances of securiti
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» sales and purchases of any Class A common &sekd upon conversion of our convertible senates or in connection with the
convertible note hedge and warrant transactioréa@lto such convertible senior notes;

» our operating performance and the performancehsratimilar companie:

» the sale or availability for sale of a large numbkshares of our Class A common stock in the jpublarket could cause the price
our Class A common stock to declil

Additionally, the stock markets have at times eigrered extreme price and volume fluctuations tlaaehaffected and might in the future
affect the market prices of equity securities ohgnaompanies. These fluctuations have, in someschasen unrelated or disproportionate tc
operating performance of these companies. Furthertrading prices of publicly traded shares of pames in our industry have been
particularly volatile and may be very volatile letfuture.

In the past, some companies that have experieraatllity in the market price of their stock havedn subject to securities class action
litigation. We may be the target of this type diglation in the future. Securities litigation agstimis could result in substantial costs and divert
our management’s attention from other businessaros¢ which could harm our business.

We have indebtedness in the form of convertibleisemotes.

In June 2013, we completed an offering of $350.Maniof 0.75% convertible senior notes due July 2618 (2018 Notes), and we
concurrently issued an additional $250.0 milliorld§0% convertible senior notes due July 15, 2@22Q Notes).

As a result of these convertible notes offerings,imcurred $350.0 million principal amount of indetiness, the principal amount of
which we may be required to pay at maturity in 204&1 $250.0 million principal amount of indebteskethe principal amount of which we
may be required to pay at maturity in 2020, oach of the foregoing, upon the occurrence of ddumental change (as defined in the
applicable indenture). There can be no assuramtevia will be able to repay this indebtedness when or that we will be able to refinance
this indebtedness on acceptable terms or at adiddtition, this indebtedness could, among otheighi

« make it difficult for us to pay other obligatior

* make it difficult to obtain favorable terms famy necessary future financing for working capitabpital expenditures, debt service
requirements or other purpos

* require us to dedicate a substantial portioawfcash flow from operations to service and repayindebtedness, reducing the
amount of cash flow available for other purposest

» limit our flexibility in planning for and reactintp changes in our busine:

Exercise of the warrants associated with our 2018tBls or our 2020 Notes may affect the price of @lass A common stocl

In connection with our offering of the 2018 Note& sold warrants to acquire up to approximatelyrdillon shares of our Class A
common stock at an initial strike price of $107.@8jch become exercisable beginning on OctobeR@%8. In connection with our offering of
the 2020 Notes, we sold warrants to acquire uppoaximately 3.1 million shares of our Class A coomstock at an initial strike price of
$107.96, which become exercisable beginning onl&etd5, 2020. The warrants may be settled in stargscash. The exercise of the
warrants could have a dilutive effect if the marpdte per share of our Class A common stock exs#ezlstrike price of the warrants. The
counterparties to the warrant transactions and Imedge transactions relating to the 2018 Notedlam@020 Notes are likely to enter into or
unwind various derivative instruments with respgeabur Class A common stock or purchase or selieshaf our Class A common stock or
other securities linked to or referencing our Clasommon stock in secondary market transactioiws pv the respective maturity of the 2018
Notes and the 2020 Notes. These activities couwdraely affect the trading price of our Class A coom stock
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Delaware law and provisions in our restated cetdite of incorporation and restated bylaws could reak merger, tender offer, or prox
contest difficult, thereby depressing the marketqer of our Class A common stock.

Our status as a Delaware corporation and thetakdiover provisions of the Delaware General Cotjmrd_aw may discourage, delay,
prevent a change in control by prohibiting us frengaging in a business combination with an intecestockholder for a period of three years
after the person becomes an interested stockhaden, if a change of control would be beneficiabtiw existing stockholders. In addition, our
restated certificate of incorporation and restdtgdws contain provisions that may make the actioisbf our company more difficult,
including the following:

e any transaction that would result in a chamgeointrol of our company requires the approval ofaority of our outstanding Class
B common stock voting as a separate cl

* we have a dual class common stock structurghagrovides our chairman with the ability to cattihe outcome of matters
requiring stockholder approval, even if they owgngiicantly less than a majority of the shares wf outstanding Class A and Class
B common stock

e our board of directors is classified into thobsses of directors with staggered three-yearsend directors are only able to be
removed from office for caus

» when the outstanding shares of our Class B comstock represent less than a majority of the éoetbvoting power of common
stock:

. certain amendments to our restated certifiotecorporation or restated bylaws will require ttpproval of twdhirds of the
combined vote of our th-outstanding shares of Class A and Class B comnoamk;s

. our stockholders will only be able to take actida aneeting of stockholders and not by written eoisanc
. vacancies on our board of directors will be ablbédilled only by our board of directors and ngtdtockholders

» only our chairman of the board, our chief exe®uofficer, our president, or a majority of owdrd of directors are authorized to
call a special meeting of stockholde

« certain litigation against us can only be broughDelaware

« we will have two classes of common stock uthi@ date that is the first to occur of (i) Octolhér 2032, (ii) such time as the shares
of Class B common stock represent less than 9%eobtitstanding Class A and Class B common stagknifie months following
the death of both Mr. Duffield and Mr. Bhusri, @r)(the date on which the holders of a majoritythad shares of Class B common
stock elect to convert all shares of Class A comstook and Class B common stock into a single dassmmon stock

e our restated certificate of incorporation authasimedesignated preferred stock, the terms of wimiah be established, and share
which may be issued, without the approval of thieléis of Class A common stock; a

« advance notice procedures apply for stockholdem®tninate candidates for election as director®s diring matters before an ann
meeting of stockholder

These anti-takeover defenses could discouragey delarevent a transaction involving a change inticd of our company. These
provisions could also discourage proxy contestsrmaakie it more difficult for stockholders to eledtetttors of their choosing and to cause us t
take other corporate actions they desire, any a¢hylunder certain circumstances, could depresmtr&et price of our securities.

We have broad discretion in the use of the net preds from our initial public offering, our convettie senior notes offerings, and our
follow-on offering and may not use them effectively.

We have broad discretion in the application ofribeproceeds that we received from our initial pubffering, our convertible senior
notes offerings and our follow-on offering, incladiworking capital, possible acquisitions and othpemeral corporate
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purposes, and we may spend or invest these progeadsay with which our investors disagree. Thikifa by our management to apply these
funds effectively could adversely affect our bussand financial condition. Pending their use, vas imvest the net proceeds from our initial
public offering and convertible senior notes offigs in a manner that does not produce income bidbes value. These investments may not
yield a favorable return to our investors and megatively impact the price of our securiti

If securities or industry analysts publish inaccut@or unfavorable research about our business, ésabntinue publishing research aboi
our business, the price and trading volume of owcsirities could decline.

The trading market for our securities will depengbart on the research and reports that secuatieslustry analysts publish about us or
our business. If one or more of the analysts whercas downgrade our Class A common stock or plltiaccurate or unfavorable research
about our business, the price of our securitieslavikely decline. If one or more of these analystgise coverage of us or fail to publish ref
on us regularly, demand for our securities coulcrel@se, which might cause the price and tradingmelof our securities to decline.

We do not intend to pay dividends for the foreselediture.

We have never declared nor paid cash dividendsiogapital stock. We currently intend to retain &umyire earnings to finance the
operation and expansion of our business, and watexpect to declare or pay any dividends in tmedeeable future. Consequently,
stockholders must rely on sales of their commonkssdter price appreciation, as the only way tdizeaany future gains on their investment.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
a) Sales of Unregistered Securities

Not applicable.

b) Use of Proceeds from Public Offerings of Comm8tock

On October 17, 2012, we closed our initial pubfieong (IPO), in which we sold 26.2 million sharesClass A common stock at a price
to the public of $28.00 per share pursuant to sstiegion statement on Form S-1 (File No. 333-1&364hich was declared effective by the
SEC on October 11, 2012.

There has been no material change in the planreedfysroceeds from our IPO as described in out fin@spectus filed with the SEC on
October 15, 2012 pursuant to Rule 424(b).

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

ITEM 5. OTHER INFORMATION
Not applicable.
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ITEM 6. EXHIBITS

Exhibits

The Exhibits listed below are filed as part of theem 10-Q.

Exhibit
Number

3.1

3.2

311

31.2

32.1

32.2

101.INStt
101.SCHT
101.CALT
101.DEFt-
101.LABt1
101.PREY"

Incorporation by Reference

Form

File No. Filing Date Exhibit No. Filed Herewith

Restated Certificate of Incorporation of the Regist 10Q
Amended Restated Bylaws of the Registrant 8-K

Certification of Principal Executive Officer Reqed Under
Rule 13a-14(a) and 15d-14(a) of the Securities Bmgh Act
of 1934, as amende

Certification of Principal Financial Officer Regad Under
Rule 13a-14(a) and 15d-14(a) of the Securities Bmgh Act
of 1934, as amende

Certification of Principal Executive Officer Reged Under
Rule 13a-14(b) of the Securities Exchange Act &41%s
amended, and 18 U.S.C. 8§13

Certification of Principal Financial Officer Regad Under
Rule 13a-14(b) of the Securities Exchange Act &41%s
amended, and 18 U.S.C. 8§13

XBRL Instance Documer

XBRL Taxonomy Schema Linkbase Docum
XBRL Taxonomy Calculation Linkbase Documk
XBRL Taxonomy Definition Linkbase Docume
XBRL Taxonomy Labels Linkbase Docume

XBRL Taxonomy Presentation Linkbase Docum

001-3568( October 31 3.1
2012

001-3568( May 13, 3.1
2014

tt In accordance with Rule 406T of Regulation $h&,information in these exhibits is furnished a@egmed not filed or part of a
registration statement or prospectus for purposeeaions 11 or 12 of the Securities Act of 1983Jeemed not filed for purposes of
section 18 of the Exchange Act of 1934, and oth&xws not subject to liability under these secti
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly caussdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

Dated: June 6, 2014

Workday, Inc.

Is] Mark S. Peek

Mark S. Peel

Chief Financial Officer
(Principal Financial Officer
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Exhibit
Number

3.1

3.2

31.1

31.2

32.1

32.2

101.INStt
101.SCHT
101.CALT1
101.DEFt-
101.LABt1
101.PREY"

Exhibit Index
Incorporation by Reference
Form File No. Filing Date Exhibit No. Filed Herewith

Restated Certificate of Incorporation of the Ragist 10-Q 0013568( October 31 3.1

2012
Amended Restated Bylaws of the Registrant 8-K  001-3568( May 13, 3.1

2014
Certification of Principal Executive Officer Reged Under X
Rule 13a-14(a) and 15d-14(a) of the Securities Bmgh Act
of 1934, as amende
Certification of Principal Financial Officer Regad Under X
Rule 13a-14(a) and 15d-14(a) of the Securities Bmgb Act
of 1934, as amende
Certification of Principal Executive Officer Reged Under X
Rule 13a-14(b) of the Securities Exchange Act &41%s
amended, and 18 U.S.C. 8§13
Certification of Principal Financial Officer Reqad Under X

Rule 13a-14(b) of the Securities Exchange Act &41%s
amended, and 18 U.S.C. 8§13

XBRL Instance Documer

XBRL Taxonomy Schema Linkbase Docum
XBRL Taxonomy Calculation Linkbase Docum
XBRL Taxonomy Definition Linkbase Docume
XBRL Taxonomy Labels Linkbase Docume

XBRL Taxonomy Presentation Linkbase Docum

tt In accordance with Rule 406T of Regulation $kE,information in these exhibits is furnished aegmed not filed or part of a
registration statement or prospectus for purpofesdations 11 or 12 of the Securities Act of 1983jeemed not filed for purposes of
section 18 of the Exchange Act of 1934, and oth&xws not subject to liability under these secti
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Exhibit 31.1

CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Aneel Bhusri, certify that:
1. I have reviewed this quarterly report on Forn-Q of Workday, Inc.

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statemeamid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrie period in which this report is being prepa

b.  Designed such internal control over financigloring, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: June 6, 2014 By: /s/ Aneel Bhusri
Aneel Bhusri
Chief Executive Office
(Principal Executive Officer




Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Mark S. Peek, certify that:
1. I have reviewed this quarterly report on Forn-Q of Workday, Inc.

2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this repor

3. Based on my knowledge, the financial statemeamid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep

4.  The registrant’s other certifying officer(s) anare responsible for establishing and maintaimisglosure controls and procedures (as
defined in Exchange Act Rules -15(e) and 15-15(e)) for the registrant and ha

a. Designed such disclosure controls and procedaresiused such disclosure controls and procedaoites designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhgbsidiaries, is made known to
by others within those entities, particularly dgrie period in which this report is being prepa

b.  Designed such internal control over financigloring, or caused such internal control over fahreporting to be designed under
our supervision, to provide reasonable assurargadang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c.  Evaluated the effectiveness of the registratisslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d. Disclosed in this report any change in the tegig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter (the registrant’s fodigbal quarter in the case of an annual repo#) tlas materially affected, or is
reasonably likely to materially affect, the regast’s internal control over financial reporting; a

5. The registrant’s other certifying officer(s) anldave disclosed, based on our most recent evaituat internal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a. All significant deficiencies and material weakses in the design or operation of internal cortvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b.  Any fraud, whether or not material, that invaveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

Date: June 6, 2014 By: /s/ Mark S. Peek
Mark S. Peel
Chief Financial Office
(Principal Financial Officer




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

I, Aneel Bhusri, certify pursuant to 18 U.S.C. $&ttl350, as adopted pursuant to Section 906 db#rbane®©xley Act of 2002, that, t
my knowledge, the Quarterly Report of Workday, loie.Form 10-Q for the fiscal quarter ended Apri] 3014 fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and the information efmed in such Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of Workday, Inc.

Date: June 6, 2014 By: /s/ Aneel Bhusri
Aneel Bhusri
Chief Executive Office
(Principal Executive Officer




Exhibit 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO SECTION 906 OF THE SARBANESOXLEY ACT OF 2002

I, Mark S. Peek, certify pursuant to 18 U.S.C. Bec1350, as adopted pursuant to Section 906 cb#rbane®©xley Act of 2002, that, t
my knowledge, the Quarterly Report of Workday, loie.Form 10-Q for the fiscal quarter ended Apri] 3014 fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and the information efmed in such Form 10-Q fairly presents,
in all material respects, the financial conditiodaesults of operations of Workday, Inc.

Date: June 6, 2014 By: /s/ Mark S. Peek
Mark S. Peel
Chief Financial Office
(Principal Financial Officer




