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PART |
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forwartboking statements. All statements contained is téport other than statements of historical faotjudinc
statements regarding our future results of operai@and financial position, our business strategy @hans, and our objectives for futi
operations, are forward-looking statements. Thedsdibelieve,” “may,” “will,” “estimate,” “continue, ” “anticipate,” “intend,” “expect,”
“seek”, and similar expressions are intended toritiy forward-looking statements. We have baseddtierwardlooking statements largely
our current expectations and projections about feteivents and trends that we believe may affecfioancial condition, results of operatiol
business strategy, short-term and long-term busirgserations and objectives, and financial needses® forwardeoking statements a
subject to a number of risks, uncertainties andiagstions, including those described in the “Rislctéas” section. Moreover, we operate i
very competitive and rapidly changing environmétgw risks emerge from time to time. It is not gassior our management to predict
risks, nor can we assess the impact of all factor®ur business or the extent to which any faaobcombination of factors, may cause ac
results to differ materially from those containedany forwardlooking statements we may make. In light of thésesr uncertainties at
assumptions, the future events and trends discusstis report may not occur and actual resultaicbdiffer materially and adversely frc
those anticipated or implied in the forward-lookistgtements.

” o, LIS ” o

You should not rely upon forwatdeking statements as predictions of future evenlse events and circumstances reflected ir
forward-looking statements may not be achieved or ocdtinoAgh we believe that the expectations refleatatie forwardlooking statemen
are reasonable, we cannot guarantee future resldtgls of activities, performance, or achievemews are under no duty to update an
these forward-looking statements after the dathisfreport or to conform these statements to datesults or revised expectations.

As used in this report, the terms “Workday,” “Retg@t,” “we,” “us,” and “our” mean Workday, Inc. and its subsidiaries unles
context indicates otherwise.

ITEM 1. BUSINESS

Overview

Workday is a leading provider of enterprise cloygplecations for finance and human resources. Fodinde2005, Workday delive
financial management, human capital management aradytics applications designed for the wasldargest companies, educatic
institutions, and government agencies. Hundredsrgénizations, ranging from mediusized businesses to Fortune 50 enterprises,
selected Workday. We achieved this leadership iposthrough our innovative and adaptable technaldggus on the consumer Inter
experience and cloud delivery model.

Organizations today operate in environments thathéghly complex and changing at an increasing tdnagers and employees n
quickly synthesize vast amounts of information a@act to rapid changes in global business and a&gyl environments. To be succes:
they need highly functional and flexible softwanattenables informed decision-making about therprisewide allocation of their resourc
Additionally, managers and employees expect tadctewith enterprise systems in an open, intuitind collaborative way, including retifne
access through a wide range of mobile and compukivices. We believe that legacy, premise systems make those interactions diffiew
their user interfaces are not intuitive and wereanginally designed for mobility.

Workday is leading the way in helping organizatidmetter manage their financial and human capitabusces. As part of o
applications, we deliver embedded analytics thatwe the content and context of everyday busieeents, facilitating fast and inform
decisionmaking from wherever users are working. In additime provide an intuitive user experience simitaithose of leading consun
Internet sites, reducing the time for training am applications.

Since Workday is delivered in the cloud, organmadi can embrace change in their operating enviratsneith support for ne
regulatory requirements, increased performanceemhdncement of the user experience that we ddliveugh our rapid innovation cycle
frequent functionalityrich feature releases. We currently provide featateases two times per year as part of the syttgariagreement al
when the new feature releases are delivered, theyarsion is fully replaced. As a result, all VWlday customers are on the same version
times. Feature releases are included in our custdMéorkday subscription and are not subject to anteitdil fee. Workday customers ben
from the most current technologies without the leardf large upgrade costs typically associated tkétlitional on-premise software.
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We deliver our cloud applications using an innoxatiechnology foundation that leverages the mastneadvances in cloud compul
and data management and allows us to deliver atjolits that are highly functional, flexible andtfaSur use of a multienant architecture
which customers are on the same version of ouwsaoé enables innovations to be deployed quicklyaddition, we use objects to repre:
realworld entities such as employees, benefits, budgétrts of accounts and organizations, combinimgness logic and data in one pl
and creating actionable analytics that are padunfcore transactional systems of record. Our fise memory data management allows ri
and efficient delivery of embedded business irgelice. We also provide open, standards-basedsemizes application programm
interfaces and prbuilt packaged integrations and connectors calledidCConnect. This shift in approach substantiedlyuces the need for «
customers to buy and support a broad range offf@structure, significantly reducing costs and ctaxipy.

Our Applications

Workday Financial Management

Workday Financial Management is a comprehensivédjednapplication built on a single, global corethvia full range of financi
capabilities, relevant analytics and metrics, aallly fauditable process management built to help aganfinancial processes for glo
organizations.

Workday Financial Management provides the corenfieafunctions of general ledger, global accountmegenue management, accol
payable, employee expense management, and aceecgatgable, along with tools to help organizatiomanage their cash, assets, contr
grants, expenses, procurement, and support tm@indial reporting requirements. It also provideaggement reporting and analysis in
time without the use of complex and expensive boltdata warehouses and business intelligence system

Workday HCM

Designed for the largest organizations in the wovltbrkday Human Capital Management (Workday HCM@wa$ an organization
staff, pay, organize, and develop its global workéo This unified application includes global hum@sources management (workfc
lifecycle management, organization management, eosgtion, absence, and employee benefits admiiostrand global talent managem
(goal management, performance management, sucegsaiming, and career and development planningykday HCM also includes proje
and work management designed to enable organisdiocreate, manage and track initiatives, buitjgmt plans and utilize project breakdc
structures that include phases, tasks, and mileston

Workday HCM is also unified with Workday Recruitiagd Workday Payroll. Workday Recruiting is an eéagknd application that suppc
the needs of candidates, hiring managers, theviaterteam, and recruiters. Workday Payroll is a eradpayroll application designed
address the full spectrum of enterprise payroltsesnd provides control, accuracy and flexibildystipport the unique needs of organizations

Workday Insight Applications

Workday Insight Applications is a suite of applioat that leverage advanced data science and neatdanning methodologies to h
customers make smarter financial and workforcesiteas. Each Workday Insight Application is desigtedddress specific business scen
by providing insights and surfacing predictionsd @& expected to recommend actions that a decisiaker can take. All of these capabili
will be delivered in an intuitive, mobile environmtehat is unified with the entire Workday system.

Customers

We currently have hundreds of customers, with aidoon large, global organizations. We define aatust as a separate and dist
buying entity, such as a company, an educationgboernment institution, or a distinct businesg oia large corporation, which has ente
into a master subscription agreement with us tescour cloud applications, including customers &na in the process of deploying
applications. While a single customer may have ipleltorganizations, operating segments or locatiamsonly include the customer once
this metric. We exclude from our customer countlsni@ mediumsized business customers who have contracted fasudascription servici
through our reseller partner.

Our current customer base spans numerous indusiegaries, including technology, financial servidassiness services, healthcare
life sciences, manufacturing, consumer and resaiti education and government. No individual custorepresented more than 10% of
revenues in the year ended January 31, 2015.
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We have built a company culture centered arounccastomerssuccess and satisfaction. We have developed sevegiams design
to provide customers with service options to enkaheir experience with our applications. Thesgises include 24x7 support; a professit
services ecosystem that consists of our Workdayudting teams and system integrators that areddamn our applications; a Custol
Success Management group to assist customersdngiion; and an online community to facilitate ablbration among customers and with
Workday application development teams.

Employees

As of January 31, 2015, we had approximately 3g%Bployees. We also engage contractors and consultdone of our employees
represented by a labor union. We have not expexteaay work stoppages, and we consider our rekatigth our employees to be very good.

Sales and Marketing

We sell substantially all of our software applioas through our direct sales organization. Ouratlisales team is composed of in:
sales and field sales personnel who are genenabnized by geography, account size, and applicayijoe.

We generate customer leads, accelerate sales opjiied and build brand awareness through our niakg@rograms and through ¢
strategic relationships. Our marketing programgdafinance and HR executives, technology profesds and senior business leaders.

As a core part of our strategy, we have developedcasystem of partners to both broaden and congpieocur application offerings a
to provide a broad array of services that lie alesf Workdays areas of focus. These relationships include soévand technology partne
consulting and implementation services providensl bBusiness process outsourcing (BPO) partnerseaable Workday to address a bro
set of problems for our customers while maintairfgus on executing against our strategy.

Product Development

Our ability to compete depends in large part onaantinuous commitment to product development amdatility to rapidly introduc
new applications, technologies, features and fonetity. Our product development organization ispansible for the design, developm
testing and certification of our applications. Weds our efforts on developing new applications eme technologies and further enhan
the usability, functionality, reliability, performae, and flexibility of existing applications.

Product development expenses were $317 million2$hBlion and $103 million for the years ended JamB1, 2015, 2014 and 20
respectively.

Competition

The overall market for enterprise application sattevis rapidly evolving, highly competitive, andfact to changing technology, shift
customer needs and frequent introductions of nepliGgions. We currently compete with large, wedtablished, enterprise applica
software vendors, such as Oracle Corporation (@yaoid SAP SE (SAP). Oracle and SAP are establishtdprise software companies
have greater name recognition, larger customershasech longer operating histories and signifigamfieater financial, technical, sa
marketing, and other resources than we have andhldeeto provide comprehensive business applicatibat are broader in scope than
current suite of applications. We also face contipetifrom other enterprise software vendors andhfi@ndors of specific applications, som
which offer cloudbased solutions. These vendors include The UltirBafevare Group, Inc., Automated Data Processimg, and Infor Globi
Solutions, amongst others. We also face competitiom cloudbased vendors including: providers of applicatifo’s HCM and payro
services, such as Ceridian, Inc.; providers of ¢lbased expense management applications such as rCbaciunologies, Inc., which w
acquired by SAP; and providers of financial manageinapplications such as NetSuite, Inc. We may fse competition from a variety
vendors of cloud-based and premise software applications that address onlpréign of one of our applications. In addition, ethclouc
companies that provide services in different markety develop solutions in our target markets, sowde potential customers may elec
develop their own internal solutions. However, th@main expertise that is required for a successfilition in the areas of financ
management, HCM and analytics may inhibit new erns¢rahat are unable to invest the necessary cafmtalccurately reflect glok
requirements and regulations. We expect contineedalidation in our industry that could lead torsfigantly increased competition.

We believe the principal competitive factors in auarket include the following:

. level of customer satisfactic
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. ease of deployment and use of applicati

. breadth and depth of application functiona

. total cost of ownershi

. brand awareness and reputat

. modern and adaptive technology platfc

. capability for customization, configurability, igeation, security, scalability and reliability gb@lications
. ability to innovate and respond to customer neagslly;

. domain expertise on HR, payroll and financial regjohs

. size of customer base and level of user adoj

. customer confidence in financial stability and fetwiability; anc

. ability to integrate with legacy enterprise adtructures and thirgarty application:

We believe that we compete favorably on the baistease factors. Our ability to remain competitivél largely depend on our ongoi
performance in the areas of application developraadtcustomer support.

Intellectual Property

We rely on a combination of trade secrets, pateaigyrights, and trademarks, as well as contragr@tections, to establish and pro
our intellectual property rights. We require ourpdoyees, contractors, consultants and other thadigs to enter into confidentiality a
proprietary rights agreements and control accessftwware, documentation and other proprietaryrimfition. Although we rely on intellectt
property rights, including trade secrets, patentmyrights and trademarks, as well as contractuaieptions to establish and protect
proprietary rights, we believe that factors suchhastechnological and creative skills of our pearss, creation of new modules, features
functionality, and frequent enhancements to ourliegiions are more essential to establishing anihtaaing our technology leaders
position. Our patents begin to expire in 2017.

Despite our efforts to protect our proprietary tealogy and our intellectual property rights, unauibed parties may attempt to copy
obtain and use our technology to develop applioatizith the same functionality as our applicati®ulicing unauthorized use of ¢
technology and intellectual property rights is idift.

We expect that software and other applications un iadustry may be subject to thigdrty infringement claims as the numbe
competitors grows and the functionality of applicas in different industry segments overlaps. Ahyhese third parties might make a clain
infringement against us at any time.

Corporate Information

We were incorporated in March 2005 in Nevada, andune 2012 we reincorporated in Delaware. Ourcjpah executive offices a
located at 6230 Stoneridge Mall Road, Pleasantatfifothia 94588, and our telephone number is (8WORKDAY. Our website address
www.workday.com. The information on, or that candmessed through, our website is not part of mbert. Workday is our registel
trademark in the United States, the European Cortynand Canada, and the Workday logo, Workday Qljganagement Server and all
our product names are our trademarks. Other trademaervice marks, or trade names appearing 8 régport are the property of tr
respective owners.

Available Information

We file annual reports on Form 10-K, quarterly iepon Form 10-Q, current reports on Form 8-K, grard information statements and
amendments to reports filed or furnished pursua@ections 13(a), 14 and 15(d) of the SecuritiesshBrge Act of 1934, as amended. The
public may obtain these filings at the Securitied Exchange Commission (SEC)’s Public ReferencenRainl00 F Street, NE, Washington,
DC 20549 or by calling the SEC at 1-800-SEC-033& $EC also maintains a website at http://www.gectlgat contains reports, proxy and
information statements and other information regy®Vorkday and other companies that file matemdth the SEC electronically. Copies of
Workday'’s reports on Form 10-K, Forms 10-Q and Fo#&iK, may be obtained, free of charge, electrdiyithrough our internet website,
http://www.workday.com/company/investor_relatioes/sfilings.php.

ITEM 1A. RISK FACTORS
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Investing in our securities involves a high degoderisk. You should consider carefully the risksl amcertainties described belc
together with all of the other information in thisport, including the consolidated financial statarts and the related notes included elsew
in this report, before making an investment deacisithe risks and uncertainties described belowrartethe only ones we face. Additional r
and uncertainties that we are unaware of, or thataurrently believe are not material, may also beedmportant factors that materially a
adversely affect our business. If any of the falhowrisks actually occurs, our business operatiditencial condition, results of operatio
and prospects could be materially and adverselgcidid. The market price of our securities couldideaue to the materialization of these
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 obtained,applications 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 transmissif our customersproprietary information, including personal or itiéfing
information regarding their employees, customeis suppliers, as well as their finance and payratadAs a result, unauthorized or exces
access or security breaches could result in treedbinformation, litigation, indemnity obligatiorsnd other liabilities. While we have secu
measures in place designed to protect customemiafiton and prevent data loss and other securégdires, if these measures are breache
result of third-party action, employee error, maffance or otherwise, and someone obtains unawgboaizcess to our customedsita, ou
reputation could be damaged, our business mayrsafid we could incur significant liabilities. Bes®uthe techniques used to ob
unauthorized access or sabotage systems changeritggand generally are not identified until themg launched against a target, we me
unable to anticipate these techniques or to impieradequate preventative measures. Any or all efdhissues could negatively affect
ability to attract new customers, cause existingt@uers to elect to terminate or not renew thdisstiptions, result in reputational dam:
cause us to issue refunds or service credits tmgss for prepaid and unused subscription servmesesult in lawsuits, regulatory fines
other action or liabilities, which could adversalject our operating results.

We depend on data centers and computing infrastuet operated by third parties and any disruption these operations could advers
affect our business.

We host our applications and serve all of our qusts from data centers located in Ashburn, Virgihithia Springs, Georgia; Portlar
Oregon; Dublin, Ireland; and Amsterdam, the Netradk. While we control and have access to our seared all of the components of
network that are located in our external data esntee do not control the operation of these faedi The owners of our data center facil
have no obligation to renew their agreements witlou commercially reasonable terms, or at all.dfare unable to renew these agreemer
commercially reasonable terms, or if one of ouradegénter operators is acquired, we may be requoedlansfer our servers and ot
infrastructure to new data center facilities, arelmay incur significant costs and possible seriiterruption in connection with doing so.

In addition, we rely upon Amazon Web Services (AWBhich provides a distributed computing infrastawe platform for busine
operations, to operate certain aspects of our@syisuch as environments for development tedtiaging and sales demonstrations. G
this, along with the fact that we cannot easilytstwiour AWS operations to another cloud provides; disruption of or interference with ¢
use of AWS would impact our operations and ourfeess could be adversely impacted.

Problems faced by our thingarty data center operations, with the telecomnatitins network providers with whom we or they caant
or with the systems by which our telecommunicatipraviders allocate capacity among their customearduding us, or problems faced
AWS, could adversely affect the experience of awstamers. Our thirgharty data center operators could decide to closie tacilities withou
adequate notice. In addition, any financial diffims, such as bankruptcy, faced by our tlpedty data center operators or any of the se
providers with whom we or they contract may havgatize effects on our business, the nature anchextewhich are difficult to predic
Additionally, if our data centers or AWS are unatilekeep up with our growing needs for capacitys ttould have an adverse effect on
business. Any changes in thipdaty service levels at our data centers or at AAWW&ny errors, defects, disruptions, or other perénce
problems with our applications could adversely atffeur reputation and may damage our customsie’ed files or result in lengt
interruptions in our services. Interruptions in sarvices might adversely affect our reputation @perating results, cause us to issue refun
service credits to customers for prepaid and ungsedcription services, subject us to potentiddiliizes, result in contract terminations,
adversely affect our renewal rates.

Furthermore, our financial management applicatisnessential to our customerBhancial projections, reporting and complia
programs, particularly customers who are publiorgépg companies. Any interruption in our servicaynaffect the
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availability, accuracy or timeliness of these adaaresult could damage our reputation, cause wstomers to terminate their use of
applications, require us to indemnify our custonaegainst certain losses and prevent us from gaiadititional business from current or ful
customers.

If we fail to manage our technical operations infstructure, or experience service outages or delaythe deployment of our applicatior
we may be subject to liabilities and our reputatiand operating results may be adversely affected.

We have experienced significant growth in the numdfeisers, transactions and data that our opeatidrastructure supports. We s
to maintain sufficient excess capacity in our ofiers infrastructure to meet the needs of all af @ustomers. We also seek to maintain e»
capacity to facilitate the rapid provision of neustomer deployments and the expansion of existiis¢peer deployments. In addition, we n
to properly manage our technological operationsasifucture in order to support version controgrades in hardware and software parame
the evolution of our applications and to reduceastructure latency associated with dispersed ggbig locations. However, the provisior
new hosting infrastructure requires significandi¢iane. If we do not accurately predict our infrasture requirements, our existing custor
may experience service outages. If our operatiofiastructure fails to scale, customers may expeealelays as we seek to obtain additi
capacity.

We have experienced, and may in the future expegiesystem disruptions, outages and other perfarenproblems. These proble
may be caused by a variety of factors, includinfyastructure changes, human or software errorsisgs, security attacks (internal
external), fraud, spikes in customer usage andatlehiservice issues. In some instances, we map@aible to identify the cause or cause
these performance problems within an acceptabl®gerf time. Our customer agreements typically fevservice level commitments o
monthly basis. If we are unable to meet the stagedice level commitments or suffer extended parimidunavailability for our applications,
may be contractually obligated to issue refundseswice credits to customers for prepaid and ungsédcription services, or we could f
contract terminations. Any extended service outagesd result in customer losses, and adversescttiur reputation, revenues and oper:
results.

Catastrophic events may disrupt our business.

Our corporate headquarters are located in Pleasa@alifornia and we have data centers locatedshbdirn, Virginia; Lithia Spring
Georgia; Portland, Oregon; Sacramento, CaliforDablin, Ireland; and Amsterdam, the Netherlands. &&o rely on AWSS distribute
computing infrastructure platform. The west codghe United States contains active earthquakeszand the southeast is subject to sea
hurricanes. Additionally, we rely on our networkdathird-party infrastructure and enterprise applicationgrnal technology systems and
website for our development, marketing, operatigugiport, hosted services and sales activitiethdrevent of a major earthquake, hurricar
catastrophic event such as fire, power loss, tet@eonications failure, cybeattack, war or terrorist attack, we may be unabledntinue ot
operations and may endure system interruptionsitaéipnal harm, delays in our application developimkngthy interruptions in our servic
breaches of data security and loss of critical ,dataf which could have an adverse effect onaperating results.

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

Our customers can use our applications to colless,and store personal or identifying informatiegarding their employees, custon
and suppliers. National and local governments ageheies in the countries in which our customersratpehave adopted, are conside
adopting, or may adopt laws and regulations reggrdhe collection, use, storage and disclosure eégnal information obtained frc
consumers and individuals. These laws are partigustringent in Europe. If Workday employees failadhere to adequate data protet
practices around the usage of our custosnpersonal data, it may damage our reputation aaddb In addition, the affected customer
government authorities could initiate legal or fagary action against us in connection with sucatidants, which could result in significi
fines, penalties and liabilities.

The costs of compliance with, and other burdensosed by, privacy laws and regulations that areiegiple to the businesses of
customers may adversely affect our customahdfity and willingness to process, handle, stargg and transmit demographic and pers
information of their employees, customers and sepplwhich could limit the use, effectiveness addption of our applications and red
overall demand. Even the perception of privacy eoms, whether or not valid, may inhibit market ailop effectiveness or use of «
applications.

In addition to government activity, privacy advogagroups and the technology and other industries cansidering various ne
additional or different selfegulatory standards that may place additional énsdcon us. If the processing of personal infornmati@re to b
curtailed in this manner, our software applicatisrmild be less effective, which may reduce demamdér applications and adversely af
our business.




Table of Contents

We have experienced rapid growth. If we fail to nsge our growth effectively, we may be unable to @xe our business plan, mainta
high levels of service and operational controls adequately address competitive challenges.

We have experienced, and are continuing to experiea period of rapid growth in our customers, leadt and operations.
particular, we grew from approximately 300 emplayas of December 31, 2008 to approximately 3,750l@mes as of January 31, 2015,
have also significantly increased the size of astemer base. We anticipate that we will signifthaexpand our operations and headcou
the near term, and will continue to expand our@ustr base. This growth has placed, and future dgrovilt place, a significant strain on ¢
management, general and administrative resourakeperational infrastructure. Our success will depm part on our ability to manage 1
growth effectively and to scale our operations.manage the expected growth of our operations argbpeel, we will need to continue
improve our operational, financial and managementrols and our reporting systems and procedurssvé\continue to grow, we also nee
ensure that our policies and procedures evolveetieat our current operations and are appropriabalsnmunicated to and observed
employees, and that we appropriately manage oyrocate information assets, including confidentiadl goroprietary information. Failure
effectively manage growth could result in diffiguibr delays in deploying customers, declines inliguar customer satisfaction, increase
costs, difficulties in introducing new featuresather operational difficulties, and any of thesHidlilties could adversely impact our busin
performance and results of operations.

We depend on our senior management team and the tfione or more key employees could adverselycaifer business.

Our success depends largely upon the continuedcsesrof our executive officers. We also rely on teadership team in the area
product development, marketing, sales, servicesgamral and administrative functions, and on missiitical individual contributors i
product development. From time to time, there maycbhanges in our executive management team regdiibm the hiring or departure
executives, which could disrupt our business. Waolbhave employment agreements with our execuiifieers or other key personnel t
require them to continue to work for us for anyafied period and, therefore, they could termirtieir employment with us at any time. -
loss of one or more of our executive officers oy kenployees and any failure to develop an apprtgsaccession plan for these persons ¢
have a serious adverse effect on our business.

An inability to attract and retain highly skilledmployees could adversely affect our business andfature growth prospects

To execute our growth plan, we must attract andimehighly qualified personnel, and our managerstnie successful in hiri
employees who are a good cultural fit and havectimapetencies to succeed at Workday. Competitiothiese personnel is intense, espec
for engineers with high levels of experience inigieing and developing software and Internglated services and senior sales executives.
time to time, we have experienced, and we expedotdinue to experience, difficulty in hiring andtaining employees with appropri
qualifications, and may not be able to fill pogitsoin desired geographic areas or at all.

Many of the companies with which we compete forezignced personnel have greater resources thanawe dnd some of the
companies may offer greater compensation packdggdicularly in the San Francisco Bay Area, jobdidates and existing employ:
carefully consider the value of the stock awaras/tieceive in connection with their employmentthié perceived value of our stock awi
declines, or if the mix of equity and cash compénsathat we offer is unattractive, it may adveysaffect our ability to recruit and ret:
highly skilled employees. Job candidates may aésthbeatened with legal action by their existingotayers if we hire them, which could hi
a chilling effect on hiring and result in a divensiof our time and resources. We must also contiouetain and motivate existing employ
through our compensation practices, company cubincecareer development opportunities. If we faiattract new personnel or to retain
current personnel, our business and future growdbgects could be adversely affected.

If we cannot maintain our corporate culture, we ctililose the innovation, teamwork and passion that Welieve contribute to our succe
and our business may be harmed.

We believe that a critical component of our sucdess been our corporate culture, as reflected fircote values: employees, custo
service, innovation, integrity and fun. We haveested substantial time and resources in buildingteam. As we continue to grow ¢
develop the infrastructure associated with beimlic company, we will need to maintain our cogierculture among a larger numbe
employees. Any failure to preserve our culture dmégatively affect our future success, including ability to retain and recruit personnel
to effectively focus on and pursue our corporateatives.




Table of Contents

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

The markets for financial management and HCM apfitios are highly competitive, with relatively lowarriers to entry for son
applications or services. Our primary competitore AP and Oracle, wedlstablished providers of financial management ar@v
applications, which have longfanding relationships with many customers. Sons¢éooters may be hesitant to switch vendors or tgpiadouc
applications such as ours, and prefer to maintagir £xisting relationships with competitors. SARI@racle are larger and have greater t
recognition, much longer operating histories, lamgarketing budgets and significantly greater resesithan we do. These vendors, as wi
other competitors, could offer financial managermemd HCM applications on a standalone basis awvapiice or bundled as part of a lar
product sale. In order to take advantage of custateenand for cloud applications, legacy vendors eqganding their cloud applicatic
through acquisitions, strategic alliances and dgdavelopment. Legacy vendors may also seek tmgawith other leading cloud provide
such as the alliance between Oracle and Salesforne We also face competition from custbmilt software vendors and from vendor:
specific applications, some of which offer clobased solutions. These vendors include, withoutdiion: The Ultimate Software Group, Ir
Automatic Data Processing and Infor Global Solwtioive also face competition from clobdsed vendors including providers of applicat
for HCM and payroll services such as Ceridian; ers of cloudbased expense management applications such asrCieahinologies, In
(which was acquired by SAP); and providers of ficiahmanagement applications such as NetSuite Wieemay also face competition fror
variety of vendors of cloud-based andmemise software applications that address onlgrdgm of one of our applications. In addition, e
companies that provide cloud applications in défdrtarget markets may develop applications or isequompanies that operate in our ta
markets, and some potential customers may eledevelop their own internal applications. With tmgroduction of new technologies ¢
market entrants, we expect this competition torisify in the future.

Many of our competitors are able to devote greegspurces to the development, promotion and saldeif products and servic
Furthermore, our current or potential competitoeyrbe acquired by third parties with greater abddlaesources and the ability to initiate
withstand substantial price competition. In additimany of our competitors have established margetlationships, access to larger custc
bases and major distribution agreements with ctensts, system integrators and resellers. Our cdtopetmay also establish coopera
relationships among themselves or with third partigt may further enhance their product offeriogsesources. If our competitongtoducts
services or technologies become more accepteddha@applications, if they are successful in briggtheir products or services to mal
earlier than ours, or if their products or serviees more technologically capable than ours, thenrevenues could be adversely affecte:
addition, some of our competitors may offer theoducts and services at a lower price. If we a@blsto 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 competitimarket position, any of which could adversely eiffeur business.

If the market for enterprise cloud computing growsore slowly than in recent years, our business abbke adversely affecte

The enterprise cloud computing market is not asureads the market for gmremise enterprise software. Our success will depers
substantial extent on the continued growth of cloathputing in general, and of financial managenamt HCM services in particular. Mé
enterprises have invested substantial personnelfinadcial resources to integrate traditional gmtise software into their businesses,
therefore may be reluctant or unwilling to migrédecloud computing. It is difficult to predict cesher adoption rates and demand for
applications, the future growth rate and size efdloud computing market or the entry of compatitapplications. The continued expansic
the cloud computing market depends on a numbemctbfs, including the cost, performance, and peeceialue associated with clc
computing, as well as the ability of cloud compgtoompanies to address security and privacy coacéurther, the cloud computing marke
less developed in many jurisdictions outside ofltilnited States. If we or other cloud computing fdevs experience security incidents, los
customer data, disruptions in delivery or otherbprms, the market for cloud computing applicatiassa whole, including our applicatic
may be negatively affected. If there is a reducfiordemand for cloud computing caused by a lackusftomer acceptance, technoloc
challenges, weakening economic conditions, secarifyrivacy concerns, competing technologies awoduyxts, decreases in corporate sper
or otherwise, it could result in decreased revemuggowth rates and our business could be adweadfected.

To date, we have derived a substantial majorityoafr subscription services revenues from our HCM dipption. Our efforts to increas
sales of our HCM application as well as our othepglications may not succeed, and may reduce oureraie growth rate

To date, we have derived a substantial majoritpwof subscription services revenues from our HCMliegion. Any factor adverse
affecting sales of this application, including apation release cycles, market acceptance, proclutipetition, performance and reliabil
reputation, price competition, and economic andketaconditions, could adversely affect our business
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and operating results. Our participation in thekats for our financial management and analyticdiegjions is more recent, and it is uncer
whether these areas will ever result in signifia@venues for us. Further, the introduction of ragplications beyond these markets may n
successful.

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

If we are unable to provide enhancements and natures for our existing applications or new appiares that achieve marl
acceptance or that keep pace with rapid technabdievelopments, our business could be adverstdgtati. For example, we are focuset
enhancing the features and functionality of ourliapfons to enhance their utility to larger custas with complex, dynamic and glo
operations. The success of enhancements, new desafmd applications depends on several factorduding the timely completio
introduction and market acceptance of the enhancenar new features or applications. Failure irs tligard may significantly impair ¢
revenue growth. In addition, because our applicati@are designed to operate on a variety of systemsyill need to continuously modify a
enhance our applications to keep pace with chaimgkgernet-related hardware, iOS, Android and ptnebilerelated technologies and ot
software, communication, browser and database tdohies. We may not be successful in either dewetppghese modifications a
enhancements or in bringing them to market in alniashion. We must also appropriately balancepifoeluct capability demands of
current customers with the capabilities requirecdddress the broader market. Furthermore, uncgesiabout the timing and nature of r
network platforms or technologies, or modificatidnsexisting platforms or technologies, could irage our product development exper
Any failure of our applications to operate effeetiv with future network platforms and technologiesuld reduce the demand for
applications, result in customer dissatisfactiod adversely affect our business.

Our applications must integrate with a variety dfitd-party technologies, and if we are unable to enstinat our solutions interoperate wi
such technologies, demand for our applications andr operating results could be adversely affect

Our applications must integrate with a varietyexftinologies and we will need to continuously modifyl enhance our applications to ada
changes in operating systems, hardware, softwaramnication, browser and database technologieg.failure of our solutions to oper:
effectively with future technologies or our failute respond to changes in a timely and effectivemmaa could reduce the demand for
applications, result in customer dissatisfactiod Barm our operating results and business.

If our applications fail to perform properly, oureputation could be adversely affected, our markieare could decline and we could |
subject to liability claims

Our applications are inherently complex and mayt@ionmaterial defects or errors. Any defects inctionality or that cause
interruptions in the availability of our applicati® could result in:

* loss or delayed market acceptance and ¢

e breach of warranty clairr

< issue refunds or service credits to customersrgpaid and unused subscription servi
* loss of customer

« diversion of development and customer service resstan

e injury to our reputatiol
The costs incurred in correcting any material dsfec errors might be substantial and could adWeeféect our operating results.

Because of the large amount of data that we cadledtmanage, it is possible that hardware failoresrors in our systems could re
in data loss or corruption, or cause the infornratibat we collect to be incomplete or contain inmacies that our customers regart
significant. Furthermore, the availability or perftance of our applications could be adversely #fitdoy a number of factors, includ
customersinability to access the Internet, the failure of aetwork or software systems, security breachesuaability in user traffic for ot
services. We may be required to issue creditsfands for prepaid amounts related to unused senvacetherwise be liable to our custon
for damages they may incur resulting from certdithese events. For example, our customers acaegsapplications through their Inter
service providers. If a service provider fails toyde sufficient capacity to support our applioas or otherwise experiences service out
such failure could interrupt our customers’ accesur applications, which could adversely affdutit perception of our applications’
reliability and our revenues. In addition to potehfiability, if we experience interruptions inghavailability of our applications, our reputal
could be adversely affected and we could lose ousts.
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Our errors and omissions insurance may be inadecuanay not be available in the future on accdetedyms, or at all. In addition, ¢
policy may not cover all claims made against usdefeénding a suit, regardless of its merit, coddbstly and divert management’s attention.

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

Our ability to increase revenues and achieve anthteia profitability depends, in large part, on e#pread acceptance of
applications by large businesses and other orgiémiza As we target our sales efforts at theseooosts, we face greater costs, longer :
cycles and less predictability in completing sorhewr sales. In the large enterprise market, ttetacuers decision to use our applications 1
be an enterprisedde decision and, therefore, these types of salgsire us to provide greater levels of educatemarding the use and bene
of our applications. In addition, our target cuséssnmay prefer to purchase applications that atieadrto their business from one of our lar
more established competitors. Our typical saledesyare six to twelve months, and we expect thatléngthy sales cycle may continue
increase as customers adopt our applications beli@id. Longer sales cycles could cause our operadimg) financial results to suffer ir
given period.

Our customersteployment timeframes vary based on many factasiding the number and type of applications beiegldyed, th
complexity and scale of the customebsisinesses, the configuration requirements, thebeurof integrations with other systems and ¢
factors, many of which are beyond our control.

The loss of one or more of our key customers, ofadure to renew our subscription agreements witme or more of our key custome
could negatively affect our ability to market oupglications.

We rely on our reputation and recommendations fkesncustomers in order to promote subscriptionsutoapplications. The loss of,
failure to renew by, any of our key customers colétve a significant impact on our revenues, reprtaand our ability to obtain ne
customers. In addition, acquisitions of our custameould lead to cancellation of our contracts whbse customers or by the acqui
companies, thereby reducing the number of ouriegistnd potential customers. Acquisitions of ourtipars could also result in a decreas
the number of our current and potential custonssgur partners may no longer facilitate the adopdif our applications.

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 satisfyaustomers, both with respect to our applicatiorrifigs and the professional serv
that are performed to help our customers use featamd functions that address their business nBeafessional services may be performe
our own staff, by a third party, or by a combinataf the two. Our strategy is to work with thirdrid@s to increase the breadth of capability
depth of capacity for delivery of these service®tio customers, and third parties provide a majarftour deployment services. If custon
are not satisfied with the quality of work performingy us or a third party or with the type of prafiemal services or applications delivered,
we could incur additional costs to address theasitn, the profitability of that work might be imipad, and the dissatisfaction with our serv
could damage our ability to expand the applicatisnbscribed to by our customers. We must also adign product development &
professional services operations in order to ensba¢ customersevolving needs are met. Negative publicity relatedour custome
relationships, regardless of its accuracy, mayh&rrlamage our business by affecting our abilitgampete for new business with current
prospective customers.

Any failure to offer higk-quality technical support services may adverseljeaf our relationships with our customers and ouinéncial
results.

Once our applications are deployed, our customepemd on our support organization to resolve teethrissues relating to c
applications. We may be unable to respond quicklyugh to accommodate shoetrm increases in customer demand for supportsEsvIW
also may be unable to modify the format of our supgervices to compete with changes in supporticeEs provided by our competitc
Increased customer demand for these services, wtit@responding revenues, could increase costadwersely affect our operating rest
In addition, our sales process is highly dependenbur applications and business reputation angbasitive recommendations from
existing customers. Any failure to maintain highatity technical support, or a market perceptiort tha do not maintain highuality suppor
could adversely affect our reputation, our abilidysell our applications to existing and prospectbustomers, and our business, oper
results and financial position.
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Sales to customers outside the United States ot viitternational operations expose us to risks inleet in international sales an
operations.

A key element of our growth strategy is to expandioternational operations and develop a worldwidstomer base. To date, we
not realized a substantial portion of our revenines customers headquartered outside the UnitettSt®perating in international mark
requires significant resources and managementtiatteand will subject us to regulatory, economial golitical risks that are different frc
those in the United States. Because of our liméggerience with international operations, our imdional expansion efforts may not
successful in creating demand for our applicatiaumside of the United States or in effectively isgllsubscriptions to our applications in al
the international markets we enter. In addition, witk face risks in doing business internationathat could adversely affect our busin
including:

» the need to localize and adapt our applicationssficific countries, including translation into d@gn languages and associ:
expenses;

< the need for a go-tmrarket strategy that aligns product managementtefémd the development of supporting infrastrue;

e data privacy laws which require that customer thatatored and processed in a designated ter

- difficulties in appropriately staffing and managifogeign operations and providing appropriate conspgion for local market

« difficulties in leveraging executive presence anthpany culture globall

« different pricing environments, longer sales cyelrd longer accounts receivable payment cyclegalhections issue

« new and different sources of competiti

« weaker protection for intellectual property andestlhegal rights than in the United States and pralcdifficulties in enforcin
intellectual property and other rights outsidehas tnited States;

« laws, customs and business practices favoring lmmapetitors

» compliance challenges related to the complexitynaftiple, conflicting and changing governmental $aand regulations, includi
employment, tax, privacy and data protection land regulations;

e increased financial accounting and reporting busderd complexitie

e restrictions on the transfer of fun

e ensuring compliance with argerruption laws including the Foreign Corrupt Piges Act
« the effects of currency fluctuations on our revenaed customer demand for our servi
« adverse tax consequences;

e unstable regional and economic political conditi

Today, our international contracts generally aredemominated in local currencies. However, theonmitgj of our international costs ¢
denominated in local currencies. We anticipate tivar time, an increasing portion of our internagibcontracts may be denominated in |
currencies. Therefore, fluctuations in the valughaf U.S. dollar and foreign currencies may impaot operating results when translated
U.S. dollars. We have a limited hedging programvieitcannot assure that this hedging program wikfhective and we will continue to he
risk of exchange rate fluctuations on the majooitpur foreign currency transactions.

We have acquired, and may in the future acquirehet companies, employee teams or technologies, wiiould divert our managemerd’
attention, result in additional dilution to our sttkholders and otherwise disrupt our operations aadversely affect our operating results.

We have acquired, and may in the future acquirkerotompanies, employee teams or technologies apleonent or expand ¢
applications, enhance our technical capabilitisaio personnel or otherwise offer growth opportiesi The pursuit of acquisitions may di
the attention of management and cause us to iranwus expenses in identifying, investigating andsping suitable acquisitions, whethe
not they are consummated.
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We have limited experience in acquisitions. We mal/be able to integrate acquired personnel, opasaand technologies successf
or effectively manage the combined operations ¥alhg the acquisition. We also may not achieve thiicgpated benefits from the acquisitic
due to a number of factors, including:

< inability to integrate or benefit from acquisitioimsa profitable manne

e incurrence of acquisitiorelated costs or liabilities, some of which mayubanticipatec

- difficulty integrating the intellectual propertyperations and accounting systems of the acquirsoh&se

« difficulty integrating and retaining the personoéthe acquired busine:

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

« difficulty converting the customers of the acquideasiness onto our applications and contract temediding disparities in tt
revenues, licensing, support or professional sesvinodel of the acquired company;

« diversion of managemestattention from other business conce
* adverse effects on our existing business relatipashith business partners and customers as & #ghke acquisitior
« use of resources that are needed in other padsrdiusiness; al

< use of substantial portions of our available castohsummate the acquisiti

In addition, a significant portion of the purchasece of companies we acquire may be allocatedctised goodwill and oth
intangible assets, which must be assessed for impat at least annually. In the future, if our dsdions do not yield expected returns,
may be required to take charges to our operatisigitsebased on this impairment assessment proghis) could adversely affect our result:
operations.

Acquisitions could also result in dilutive issuascef equity securities or the incurrence of debijolw could adversely affect ¢
operating results. In addition, if an acquired hass fails to meet our expectations, our operatsglts, business and financial position
suffer.

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

We have incurred significant losses in each pesimte our inception in 2005. These losses and ocuraulated deficit reflect tl
substantial investments we made to acquire newoests and develop our applications. We expect parating expenses to increase in
future due to anticipated increases in sales andkating expenses, product development expensesatapes costs and general |
administrative costs, and therefore we expect ossds to continue for the foreseeable future. Euribre, to the extent we are successt
increasing our customer base, we will also incargased losses in the acquisition period becausts agsociated with acquiring customer:
generally incurred up front, while subscription\dees revenues are generally recognized ratably theeterms of the agreements, which
typically three years. You should not consider maent growth in revenues as indicative of ourreitperformance. Accordingly, we can
assure you that we will achieve profitability iretfuture, nor that, if we do become profitable,wik sustain profitability.

We may not receive significant revenues from oumr@nt development efforts for several years, ifak

Developing software applications is expensive draitvestment in product development often involadeng return on investme
cycle. We have made and expect to continue to msaficant investments in development and relgisatluct opportunities. Accelera
product introductions and short product life cydleguire high levels of expenditures that couldeadely affect our operating results if
offset by revenue increases. We believe that wet mmstinue to dedicate a significant amount of veses to our development efforts
maintain our competitive position. However, we nmay receive significant revenues from these investsifor several years, if at all.

If we experience significant fluctuations in our ta of anticipated growth and fail to balance our penses with our revenue forecasts,
results could be harmed.
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Our ability to forecast our future rate of growthlimited and subject to a number of uncertaintissluding general economic &
market conditions. We plan our expense levels amestment on estimates of future revenue and fautieipated rates of growth. We may
be able to adjust our spending quickly enough ifgrowth rates fall short of our expectations.

Moreover, we have encountered and will encountgtsriand uncertainties frequently experienced byimgp companies in rapid
changing industries, such as the risks and uno¢igaidescribed herein. If our assumptions reggrthiese risks and uncertainties (which
use to plan our business) are incorrect or changeta changes in our markets, or if we do not atdtkese risks successfully, our oper:
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 dlovates as indicative of our future performancer @venue growth rates h:
declined, and may decline in future periods, assthe of our customer base increases and as wevachigher market penetration rates. C
factors may also contribute to declines in our dglorates, including slowing demand for our prodpittsreasing competition, a decrease ir
growth of our overall market, our failure to contnto capitalize on growth opportunities, and theuration of our business, among others
our growth rates decline, investors’ perceptionswfbusiness and the trading price of our seesritould be adversely affected.

Because we recognize subscription services revemwes the term of the contract, downturns or uptgtin 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 themtracts, which are typically thr
years. As a result, most of the subscription ses/i@venues we report in each quarter are derromal the recognition of unearned reve
relating to subscriptions entered into during poegi quarters. Consequently, a decline in new agwed subscriptions in any single quarter
likely have a minor impact on our revenue resudtstiiat quarter. However, such a decline will negdy affect our revenues in future quart
Accordingly, the effect of significant downturnssales and market acceptance of our applicatiorspatential changes in our pricing polic
or rate of renewals, may not be fully reflectedim results of operations until future periods. Way be unable to adjust our cost structu
reflect the changes in revenues. In addition, aifsg;nt majority of our costs are expensed astrirezr) while revenues are recognized ove
life of the customer agreement. As a result, iredagrowth in the number of our customers couldlrés our recognition of more costs tt
revenues in the earlier periods of the terms of agreements. Our subscription model also make#fitudt for us to rapidly increase o
revenues through additional sales in any periode@asnues from new customers generally are recedrozer the applicable subscription term.

Our quarterly results may fluctuate significantlyradl may not fully reflect the underlying performanaaf our business.

Our quarterly results of operations, including fieels of our revenues, gross margin, core opegatiargin, profitability, cash flow au
unearned revenue, may vary significantly in theufeitand period-t@eriod comparisons of our operating results may betmeaningfu
Accordingly, the results of any one quarter shawdtibe relied upon as an indication of future penfance. Our quarterly financial results r
fluctuate as a result of a variety of factors, mafiywhich are outside of our control, and as a ltesoay not fully reflect the underlyii
performance of our business. Fluctuation in qubrtezsults may negatively impact the value of oecisities. Factors that may ca
fluctuations in our quarterly financial resultslinde, without limitation, those listed below:

e our ability to attract new custome

< the addition or loss of large customers, includimpugh acquisitions or consolidatio

« the timing of recognition of revenu

< the amount and timing of operating expenses relatéise maintenance and expansion of our busiogssations and infrastructu

e network outages or security breacl

e general economic, industry and market conditi

. customer renewal ratt

* increases or decreases in the number of elemepts slrvices or pricing changes upon any reneefaisstomer agreemer
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< changes in our pricing policies or those of our petitors
« the mix of applications sold during a peri
e seasonal variations in sales of our applicatiofschvhave historically been highest in our fisaalith quarte

< the timing and success of new application and seriitroductions by us or our competitors or arhyeotthange in the competit
dynamics of our industry, including consolidation@ang competitors, customers or strategic partreers;

- the timing of expenses related to the developmeracguisition of technologies or businesses anéntal future charges f
impairment of goodwill from acquired companies.

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

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

In addition, our customers have no obligation toewe their subscriptions for our applications aftee expiration of the initii
subscription period. Our customers may renew faefeelements of our applications or on differentipg terms. Our customersénewal rate
may decline or fluctuate as a result of a numbefacfors, including their level of satisfaction ibur pricing or our applications and tt
ability to continue their operations and spendiexgls. If our customers do not renew their subsionig for our applications on similar prici
terms, our revenues may decline and our businagd saffer. In addition, over time the average terfiour contracts could change base
renewal rates or for other reasons.

Our future success also depends in part on ouityatul sell additional features or enhanced elem@fitour applications to our curr
customers. This may require increasingly costlesalfforts that are targeted at senior managerifetfitese efforts are not successful,
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 custobese and our business. We ple
continue to expand our direct sales force, bothekditally and internationally. Identifying and reiting qualified personnel and training th
in the use of our software requires significantejiraxpense and attention. It can take nine monthenger before our sales representative
fully trained and productive. Our business may teeasely affected if our efforts to expand andrtraiir direct sales force do not genere
corresponding increase in revenues. In particilawe are unable to hire, develop and retain taldrgales personnel or if new direct s
personnel are unable to achieve desired productavels in a reasonable period of time, we mayh®oable to realize the expected benefi
this investment or increase our revenues.

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 ceiééctive manner is critical to achiev
widespread acceptance of our applications andctitttanew customers. Brand promotion activities may generate customer awarenes
increase revenues, and even if they do, any inergasevenues may not offset the expenses we imcbuilding our brand. If we fail 1
successfully promote and maintain our brand, ourirsubstantial expenses, we may fail to attraatetain customers necessary to reali
sufficient return on our braniodilding efforts, or to achieve the widespread drawareness that is critical for broad customeptdo of ou
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 deploym
partners, and technology and content providersntiiying partners, and negotiating and documentiafationships with them, requi
significant time and resources. Our competitors tmaeffective in providing incentives to third pestto favor their products or services ¢
prevent or reduce subscriptions to our servicesaddition, acquisitions of our partners by our cetitprs could result in a decrease in
number of our current and potential customers,uapartners may no longer facilitate the adoptibow applications by potential customers.
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If we are unsuccessful in establishing or maintagnbur relationships with third parties, our akilib compete in the marketplace o
grow our revenues could be impaired and our opegatesults may suffer. Even if we are successfid, oannot assure you that th
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 custom
Any significant weakening of the economy in the tddi States or Europe and of the global economyenioited availability of credit,
reduction in business confidence and activity, eased government spending, and other difficultiay affect one or more of the sector:
countries in which we sell our applications. In #idd, a strong dollar could reduce demand for praducts in countries with relatively wea
currencies. These adverse conditions could resufeductions in sales of our applications, longaes cycles, reductions in subscrip
duration and value, slower adoption of new techgie® and increased price competition. Any of thesents would likely have an adve
effect on our business, operating results and &i@mposition. In addition, there can be no assceathat enterprise software spending le
would increase following any recovery.

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 o wur intellectual property. We rely on patewipyright, trade secret and traden
laws, trade secret protection and confidentialitylioense agreements with our employees, custonpemdners and others to protect
intellectual property rights. However, the stepstalee to protect our intellectual property rightaynbe inadequate.

We may be required to spend significant resour@esdnitor and protect our intellectual propertyhtigy Litigation brought to protect a
enforce our intellectual property rights could lmstty, timeeonsuming and distracting to management and caddltrin the impairment
loss of portions of our intellectual property. Fatmore, our efforts to enforce our intellectuabperty rights may be met with defen:
counterclaims and countersuits attacking the wglidnd enforceability of our intellectual properights. Our failure to secure, protect
enforce our intellectual property rights could easly adversely affect our brand and our business.

We may be sued by third parties for alleged inframgent of their proprietary rights.

There is considerable patent and other intelleqiugperty development activity in our industry. Gmpetitors, as well as a numbe
other entities and individuals, may own or clainoten intellectual property relating to our industBrom time to time, third parties may cle
that we are infringing upon their intellectual pesty rights, and we may be found to be infringingpn such rights. In the future, they r
claim that our applications and underlying techgglanfringe or violate their intellectual propertights, even if we are unaware of
intellectual property rights that others may claiover some or all of our technology or servicesy Blaims or litigation could cause us to in
significant expenses and, if successfully assextginst us, could require that we pay substandialaties or ongoing royalty payments, pre
us from offering our services, or require that wenply with other unfavorable terms. We may alsmbkgated to indemnify our customers
business partners or pay substantial settlemens,dosluding royalty payments, in connection watly such claim or litigation and to obt
licenses, modify applications, or refund fees, Whiould be costly. Even if we were to prevail irtlswa dispute, any litigation regarding
intellectual property could be costly and timeasuming and divert the attention of our managémaed key personnel from our busir
operations.

Some of our applications utilize open source softeigand any failure to comply with the terms of olee more of these open source licen
could negatively affect our business.

Some of our applications include software coverngoen source licenses, which may include, by wiagxample, GNU General Puk
License and the Apache License. The terms of varimen source licenses have not been interpretéthibyd States courts, and there is a
that such licenses could be construed in a mah@aéirhposes unanticipated conditions or restrigtion our ability to market our applicatic
By the terms of certain open source licenses, wadcbe required to release the source code of oyrigtary software, and to make
proprietary software available under open soubes, if we combine our proprietary software wjilen source software in a certain mar
In the event that portions of our proprietary seafitevare determined to be subject to an open sdicasese, we could be required to publ
release the affected portions of our source caglengineer all or a portion of our technologies, tireowise be limited in the licensing of
technologies, each of which could reduce or eliteinthe value of our technologies and services. dditen to risks related to licen
requirements, usage of open source software cdrtdegreater risks than use of third party comnasbftware, as open source licensors
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generally do not provide warranties or controlstlos origin of the software. Many of the risks asatax] with usage of open source softv
cannot be eliminated, and could negatively affectlusiness.

We employ thirdparty licensed software for use in or with our ajgdtions, and the inability to maintain these liceas or errors in th
software we license could result in increased costsreduced service levels, which would adversdfect our business

Our applications incorporate certain thjpdrty software obtained under licenses from ott@mpmanies. We anticipate that we °
continue to rely on such thingarty software and development tools from thirdtiparin the future. Although we believe that there
commercially reasonable alternatives to the thpiady software we currently license, this may netags be the case, or it may be difficul
costly to replace. In addition, integration of #aftware used in our applications with new thi@tty software may require significant work
require substantial investment of our time andweses. To the extent that our applications depgrwhuhe successful operation of thpdrty
software in conjunction with our software, any uledéed errors or defects in this thjpdsty software could prevent the deployment or iin
the functionality of our applications, delay newphgation introductions, result in a failure of capplications and injure our reputation. Our
of additional or alternative third-party softwarewld require us to enter into license agreements tlird parties.

Changes in laws and regulations related to the Imtet or changes in the Internet infrastructure itfemay diminish the demand for ot
applications, and could have a negative impact air business.

Federal, state or foreign government bodies or @éigerhave in the past adopted, and may in thedwdopt, laws or regulations relai
to Internet usage. Changes in these laws or régngatould require us to modify our applicationsaoirder to comply with these laws
regulations. In addition, government agencies iMape organizations may begin to impose taxes, de@ther charges for accessing the Inte
or commerce conducted via the Internet. These lawsharges could limit the growth of Intermetated commerce or communications
negatively impact demand for Internet-based apjidina such as ours.

In addition, businesses could be adversely affedtexdto delays in the development or adoption ©f siandards and protocols to hat
increased demands of Internet activity, secur@lability, cost, ease of use, accessibility, andliy of service. Businesses have been adve
affected by “viruses,” “wormsand similar malicious programs and have experiemceariety of outages and other delays as a reSdimag
to Internet infrastructure. These issues could teglg impact demand for our cloud-based appliazaio

We are obligated to develop and maintain proper aaftective internal controls over financial reporig. We may not complete our analy
of our internal controls over financial reportingri a timely manner, or these internal controls mayptnbe determined to be effective, wh
may adversely affect investor confidence in the @@y and completeness of our financial reports attfte market price of our securitit
may be negatively affected.

As a public company, we are required to maintaiarimal controls over financial reporting and toagmny material weaknesses in <
internal controls. Section 404 of the Sarbanes¥Dx¥et of 2002 (the Sarban&3xley Act) requires that we evaluate and deterrrilm
effectiveness of our internal controls over finaheceporting and provide a management report orintieenal controls over financial reportii
which must be attested to by our independent ragidtpublic accounting firm. If we have a mateviglakness in our internal controls c
financial reporting, we may not detect errors dimeely basis and our financial statements may beerizly misstated.

The process of compiling the system and procesdmgpumentation necessary to perform the evaluatieeded to comply wi
Section 404 is challenging and costly. In the fefwe may not be able to complete our evaluatiestirtg and any required remediation
timely fashion. If we identify material weaknessesour internal controls over financial reportindi,we are unable to comply with t
requirements of Section 404 in a timely mannewefare unable to assert that our internal contveés financial reporting are effective, o
our independent registered public accounting fisnuriable to express an opinion as to the effeats®f our internal controls over finan
reporting, investors may lose confidence in theusaxy and completeness of our financial reportstaadnarket price of our securities coult
negatively affected, and we could become subjedbuestigations by the New York Stock Exchange (MY, Sthe SEC, or other regulat
authorities, which could require additional finaalchnd management resources. In addition, becaasaese Workday's financial managen
application, any problems that we experience wiitlarfcial reporting and compliance could be negétiperceived by prospective or curr
customers, and negatively impact demand for ouliGgifons.

The requirements of being a public company may gtraur resources and divert management’s attention.
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We are subject to the reporting requirements ofSbeurities Exchange Act of 1934, as amended, E#tahange Act), the Sarbanes:
Oxley Act, the Wall Street Reform and Consumer &tion Act (the Doddrrank Act), the listing requirements of the NYSEdasthe
applicable securities rules and regulations. Coangk with these rules and regulations has incremsedvill continue to increase our legal
financial compliance costs, make some activitiesawifficult, time<consuming or costly, and increase demand on otersgsand resources.
particular, we have incurred and expect to contitmuécur significant expenses and devote substantanagement effort toward ensul
compliance with the requirements of Section 404hef Sarbanes-Oxley Act. The Sarbafedey Act requires, among other things, thai
maintain effective disclosure controls and procedwand internal control over financial reportingorder to maintain and, if required, impr
our disclosure controls and procedures and intexmadrol over financial reporting to meet this stard, significant resources and manage
oversight may be required. As a result, managemettention may be diverted from other businese@ars, which could harm our busin
and operating results.

In addition, changing laws, regulations and statislaelating to corporate governance and publiclaisce are creating uncertainty
public companies, increasing legal and financiahplance costs and making some activities more Goresuming. These laws, regulations
standards are subject to varying interpretatiamsnany cases due to their lack of specificity, a®la result, their application in practice |
evolve over time as new guidance is provided byulaggry and governing bodies. This could resultcontinuing uncertainty regardi
compliance matters and higher costs necessitatehdpging revisions to disclosure and governancetioes. We intend to invest resource
comply with evolving laws, regulations and standamhd this investment may result in increased rg¢r@ad administrative expenses ai
diversion of management’s time and attention fr@venuegenerating activities to compliance activitiesolfr efforts to comply with ne
laws, regulations and standards differ from theviigs intended by regulatory or governing boddse to ambiguities related to pract
regulatory authorities may initiate legal proceegimagainst us and our business may be harmed.

We will not be able to utilize a portion of our ne&fperating loss or research tax credit carryforwardwhich could adversely affect o
profitability.

As of January 31, 2015, we had federal and stat®perating loss carryforwards due to prior periasses, which if not utilized w
begin to expire in 2025 and 2016 for federal ardespurposes, respectively. We also have fedesahreh tax credit carryforwards, whic
not utilized will begin to expire in 2025. Theset perating loss and research tax credit carryfade/@ould expire unused and be unavail
to reduce future income tax liabilities, which abw@dversely affect our profitability. In additionnder Section 382 of the Internal Reve
Code of 1986, as amended (the Code), our abilitytitize net operating loss carryforwards or otteet attributes, such as research tax cre
in any taxable year may be limited if we experieané'ownership change.” A Section 382 “ownershiprae”generally occurs if one or mc
stockholders or groups of stockholders who owreasti 5% of our stock increase their ownership byentivan 50 percentage points over |
lowest ownership percentage within a rolling thyees period. Similar rules may apply under stakelaavs. It is possible that an owners
change, or any future ownership change, could banvmterial effect on the use of our net operatirsg lcarryforwards or other tax attribu
which could adversely affect our profitability.

Adverse tax laws or regulations could be enactedesisting 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 inéiomal tax laws to services provided electronjcalevolving. New income, sales, us:
other tax laws, statutes, rules, regulations oinamtes could be enacted at any time (possibly wetioactive effect), and could be app
solely or disproportionately to services providemothe Internet. These enactments could advesaddgt our sales activity due to the inhe
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, rulegulations or ordinances could be interpreted, cednghodified or applied adversely tc
(possibly with retroactive effect), which could u#e us or our customers to pay additional tax am&uas well as require us or our custot
to pay fines or penalties and interest for pastwar® If we are unsuccessful in collecting suctesaftom our customers, we could be |
liable for such costs, thereby adversely impactingoperating results and cash flows. If our cusianmust pay additional fines or penaltie
could adversely affect demand for our services.

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

Generally accepted accounting principles in thetééhiStates are subject to interpretation by thargial Accounting Standards Bo
(FASB), the SEC, and various bodies formed to pigate and interpret appropriate accounting primspA
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change in these principles or interpretations cddde a significant effect on our reported finahoésults, and could affect the reporting
transactions completed before the announcementlofiage.

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

As of January 31, 2015, our éounder and Chairman David Duffield, together witis affiliates, held voting rights with respec
67.7 million shares of Class B common stock andnfilRon shares of Class A common stock. In additidir. Duffield holds 0.1 millio
restricted stock units, which will be settled ineguivalent number of shares of Class A commorkstas of January 31, 2015, our éaunde
and CEO Aneel Bhusri, together with his affiliates|d voting rights with respect to 7.1 million sésiof Class B common stock and 0.1 mil
shares of Class A common stock. In addition, Mru&h holds exercisable options to acquire 3.2 onllshares of Class B common st
1.0 million shares of Class B restricted stock @r&imillion restricted stock units, which will betded in an equivalent number of share
Class A common stock. Further, Messrs. Duffield Bhdsri have entered into a voting agreement undiéech each has granted a voting pr
with respect to certain Class B common stock beizfy owned by him effective upon his death orapacity as described in our registra
statement on Form $4iled in connection with our initial public offery. Messrs. Duffield and Bhusri have each inijialesignated the other
their respective proxies. Accordingly, upon thetbea incapacity of either Mr. Duffield or Mr. Bhristhe other would individually continue
control the voting of shares subject to the vofingxy. Collectively, the shares described aboveesgnt a substantial majority of the vo
power of our outstanding capital stock. As a resuktssrs. Duffield and Bhusri have the ability tmtrol the outcome of matters submitte
our stockholders for approval, including the electof directors and any merger, consolidation,abe sf all or substantially all of our assets
addition, they have the ability to control the mgement and affairs of our company as a result @f ghositions as our Chairman and C
respectively, and their ability to control the ¢len of our directors. As board members and offcéviessrs. Duffield and Bhusri owt
fiduciary duty to our stockholders and must acj@od faith in a manner they reasonably believeetinithe best interests of our stockholc
As stockholders, even as controlling stockhold#rsy are entitled to vote their shares in their omterests, which may not always be in
interests of our stockholders generally.

The dual class structure of our common stock hag taffect of concentrating voting control with ourh@irman and CEO, and also wi
other executive officers, directors and affiliatet)is will limit or preclude the ability of non-affiates to influence corporate matters.

Our Class B common stock has ten votes per sharewanClass A common stock, which is the stock ihaurrently publicly traded, h
one vote per share. Stockholders who hold sharedlagfs B common stock, including our executiveceffs, directors and other affiliat
together hold a substantial majority of the votpayver of our outstanding capital stock as of JanBar 2015. Because of the tenene voting
ratio between our Class B and Class A common stbekholders of our Class B common stock colletfivéll continue to control a majori
of the combined voting power of our common stoclt #rerefore be able to control all matters submitteour stockholders for approval u
the conversion of all shares of all Class A ands€IB shares to a single class of common stock erd#te that is the first to occur
(i) October 11, 2032, (ii) such time as the share€lass B common stock represent less than 9% efotitstanding Class A and Clas
common stock, (iii) nine months following the deathboth Mr. Duffield and Mr. Bhusri, or (iv) theate on which the holders of a majority
the shares of Class B common stock elect to coraleghares of Class A common stock and Class Bnoomstock into a single class
common stock. This concentrated control will liroit preclude the ability of noaffiliates to influence corporate matters for tloeeEeeab
future.

Future transfers by holders of Class B common stdgtilgenerally result in those shares convertingtass A common stock, subjec
limited exceptions, such as certain transfers &ftefor estate planning purposes. The conversiddadgs B common stock to Class A comi
stock will have the effect, over time, of increasthe relative voting power of those holders ofg8I& common stock who retain their share
the long term. If, for example, our Chairman andQCietain a significant portion of their holdings ©fass B common stock for an exten
period of time, they could, in the future, contirtoecontrol a majority of the combined voting poveérour Class A common stock and Clas
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 hasnbvolatile historically, and could be subjectmide fluctuations in response
various factors described below. These factorsyels as the volatility of our Class A common stoaquld alsoimpact the price of o
convertible senior notes. The factors that maycatfee trading price of our securities, some ofalibare beyond our control, include:

« overall performance of the equity mark
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« fluctuations in the valuation of companies pereé by investors to be comparable to us, suchgisdgrowth or cloud companies,
in valuation metrics, such as our price to revemaés;

« changes in the estimates of our operating residtswe provide to the public, our failure to medetde projections or change:
recommendations by securities analysts that folawsecurities;

e announcements of technological innovations, newliggons or enhancements to services, acquisitistrategic alliances
significant agreements by us or by our competitors;

e disruptions in our services due to computer hardywsaftware or network probler

< announcements of customer additions and custonmeefiations or delays in customer purche
e recruitment or departure of key person

« the economy as a whole, market conditions in odustry, and the industries of our custorr

« trading activity by directors, executive officersdasignificant stockholders, or the perceptionhia market that the holders of a le
number of shares intend to sell their shares;

« the exercise of rights held by certain of our staglers, subject to some conditions, to requirg¢oufile registration statemel
covering their shares or to include their shareggistration statements that we may file for olwes or our stockholders;

« the size of our market float and significant optexercise:
e any future issuances of securit

« sales and purchases of any Class A common stog&dsagpon conversion of our convertible senior noteis connection with tt
convertible note hedge and warrant transactioréaelto such convertible senior notes;

e our operating performance and the performancet@raimilar companies; a

« the sale or availability for sale of a large numbkshares of our Class A common stock in the puflarket

Additionally, the stock markets have at times eigrered extreme price and volume fluctuations tlaathaffected and may in the fut
affect the market prices of equity securities ohgnaompanies. These fluctuations have, in somescasen unrelated or disproportionate tc

operating performance of these companies. Furthertrading prices of publicly traded shares of pames in our industry have bt
particularly volatile and may be very volatile letfuture.

In the past, some companies that have experierdatility in the market price of their stock havedn subject to securities class ac
litigation. We may be the target of this type digition in the future. Securities litigation agstius could result in substantial costs and ¢
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 $350.0iomi of 0.75% convertible senior notes due July 2618 (2018 Notes), and
concurrently issued an additional $250.0 milliorld0% convertible senior notes due July 15, 2@22Q Notes).

As a result of these convertible notes offerings,imcurred $350.0 million principal amount of intietiness, which we may be requ
to pay at maturity in 2018, and $250.0 million pipal amount of indebtedness, which we may be redub pay at maturity in 2020, or uf
the occurrence of a fundamental change (as defmélde applicable indenture). There can be no asserthat we will be able to repay
indebtedness when due, or that we will be ablefimance this indebtedness on acceptable termsaidk. &n addition, this indebtedness co
among other things:

< make it difficult for us to pay other obligatio

« make it difficult to obtain favorable terms for angcessary future financing for working capitalpital expenditures, debt serv
requirements or other purposes;

e require us to dedicate a substantial portion of @ash flow from operations to service and repayitigebtedness, reducing
amount of cash flow available for other purposest a

« 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

19




Table of Contents

In connection with our offering of the 2018 Noteg sold warrants to acquire up to approximatelyrdillon shares of our Class
common stock at an initial strike price of $107.@#ich become exercisable beginning on Octobe@%8. In connection with our offering
the 2020 Notes, we sold warrants to acquire uppfyaximately 3.1 million shares of our Class A coomstock at an initial strike price
$107.96, which become exercisable beginning on ligctd5, 2020. The warrants may be settled in shares cash. The exercise of
warrants could have a dilutive effect if the marggte per share of our Class A common stock exséeel strike price of the warrants. *
counterparties to the warrant transactions and netlge transactions relating to the 2018 Notestla@@®020 Notes are likely to enter intc
unwind various derivative instruments with respiecbur Class A common stock or purchase or selteshaf our Class A common stock
other securities linked to or referencing our Cldassommon stock in secondary market transactioits po the respective maturity of the 2(
Notes and the 2020 Notes. These activities couldraely affect the trading price of our Class A coom stock

Delaware law and provisions in our restated certdite of incorporation and restated bylaws could neakk merger, tender offer, or pro
contest difficult, thereby depressing the marketqer of our Class A common stock.

Our status as a Delaware corporation and thetakeiever provisions of the Delaware General Coipmra_aw may discourage, del;
or prevent a change in control by prohibiting usrfrengaging in a business combination with an ésted stockholder for a period of tF
years after the person becomes an interested stidekh even if a change of control would be beralfito our existing stockholders.
addition, our restated certificate of incorporatemd restated bylaws contain provisions that makentbe acquisition of our company m
difficult, including the following:

e any transaction that would result in a change imtrod of our company requires the approval of aarigj of our outstanding Class
common stock voting as a separate class;

e our dual class common stock structure, which pmwidur chairman and CEO with the ability to contla@ outcome of matte
requiring stockholder approval, even if they owgngicantly less than a majority of the shares wif outstanding Class A and ClI
B common stock;

e our board of directors is classified into thidasses of directors with staggered thyear terms and directors are only able t
removed from office for cause;

« when the outstanding shares of our Class B comrumk sepresent less than a majority of the combiaithg power of commc
stock:

« certain amendments to our restated certifichteamrporation or restated bylaws will require gggproval of twathirds of the
combined vote of our then-outstanding shares of<Chaand Class B common stock;

« our stockholders will only be able to take actibia aneeting of stockholders and not by written eoitisan:
* vacancies on our board of directors will be ablbddilled only by our board of directors and ngtdtockholder:

» only our chairman of the board, our chief executifficer, our president, or a majority of our boaiftdirectors are authorized to «
a special meeting of stockholders;

e certain litigation against us can only be broughbelaware

* we will have two classes of common stock until da¢e that is the first to occur of (i) October 2032, (ii) such time as the she
of Class B common stock represent less than 9%eobutstanding Class A and Class B common stogknifie months followin
the death of both Mr. Duffield and Mr. Bhusri, @v)(the date on which the holders of a majoritytlod shares of Class B comn
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 authasimadesignated preferred stock, the terms of winiai be established, and share
which may be issued, without the approval of thieléws of Class A common stock; and

* advance notice procedures apply for stockholdem®ininate candidates for election as director® daring matters before an ann
meeting of stockholders.

These anttakeover defenses could discourage, delay or ptewdransaction involving a change in control of @ompany. Thes
provisions could also discourage proxy contestsraakie it more difficult for stockholders to eledtettors of their choosing and to cause t
take other corporate actions they desire, any a¢hylunder certain circumstances, could depresmtr&et price of our securities.
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We have broad discretion in the use of the net @eds from our initial public offering, our conveitile senior notes offerings, and o
follow-on offering and may not use them effectively.

We have broad discretion in the application of rle¢ proceeds that we received from our initial ubffering, our convertible seni
notes offerings and our follown offering, including working capital, possibleqaésitions and other general corporate purposeaswenma
spend or invest these proceeds in a way with whictinvestors disagree. The failure by our manageneeapply these funds effectively co
adversely affect our business and financial comwlitPending their use, we may invest the net pasxé&®m these offerings in a manner
does not produce income or that loses value. Qugsiments may not yield a favorable return to owestors and may negatively impact
price of our securities.

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

The trading market for our securities will depengart on the research and reports that secuatiggdustry analysts publish about u
our business. If one or more of the analysts wheercas downgrade our Class A common stock or palitiaccurate or unfavorable rese:
about our business, the price of our securitieslaviikely decline. If one or more of these analystgise coverage of us or fail to publish rej
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 foreseledture.

We have never declared nor paid cash dividendsuorcapital stock. We currently intend to retain dafure earnings to finance 1
operation and expansion of our business, and waalioexpect to declare or pay any dividends in thiedeeable future. Consequet
stockholders must rely on sales of their commooksédter price appreciation as the only way toizeahny future gains on their investment.

ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our corporate headquarters, which includes opersitend product development facilities, is locatedPieasanton, California, a
consists of approximately 322,088 square feet atspnder multiple leases.

We also lease offices in various North American;dpean and Asian locations. We expect to expandaumilities capacity, including
our corporate headquarters and in certain fielatioos, during fiscal 2016. An affiliate of our Gtmaan, Mr. Duffield, acquired commerc
real estate in close proximity to our corporatedugmrters in 2013. At the time of this acquisitiore had existing leases in the buildi
acquired by an affiliate of Mr. Duffield. Duringehyear ended January 31, 2015, we leased appre@tjnizt0,000 of additional square foot
from the same affiliate of Mr. Duffield. We expeitt lease additional space at that site in the cgmyimar and beyond. We have and
continue to seek independent evaluations of curmmenket rates at the time we sign new leases Wwélgbal of leasing at a rate comparab
the current market price. In January 2014, we aedua 95 year lease for a 6.9 acre parcel of ldjatant to our existing Pleasanton, Califo
leased facilities. The lease affords us the oppdstito develop office space for employees in Pd@ésn, California. We paid $10 million
acquire the lease and $2 million in prepaid rendugh December 31, 2020. If construction does patrnence by June 30, 2015, we will
required to make additional payments to the legsmging from $0.2 million to $1 million based dretlength of the delay. We believe thai
will be able to obtain additional space at otheat®ns at commercially reasonable terms to supgportontinuing expansion.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we are involved in various legadceedings arising from the normal course ofrmes activities. We are not prese
a party to any litigation the outcome of which walibve, if determined adversely to us, would indially or taken together have a mate
adverse effect on our business, operating resiats flows or financial condition. Defending such
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proceedings is costly and can impose a signifibamtlen on management and employees, we may regefagorable preliminary or interi
rulings in the course of litigation, and there t@nno assurances that favorable final outcomedeithbtained.

ITEM 4. MINE SAFETY DISCLOSURES

Not applicable.
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PART II

ITEM 5. MARKET FOR REGISTRANT'S COMMON EQUITY, R ELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Market Information for Common Stock
Our Class A common stock has been listed on the Xenk Stock Exchange under the symbol “WDASihce October 12, 2012, the ¢
of our initial public offering.

The following table sets forth for the indicatedipds the high and low intrday sales prices of our Class A common stock asriregh b
the New York Stock Exchange.

High Low
Year ended January 31, 2015
First quarter $ 11647 $ 64.21
Second quarter $ 92.1t % 65.7¢
Third quarter $ 97.4C $ 75.2:
Fourth quarter $ 97.1¢ $ 76.3¢
Year ended January 31, 2014
First quarter $ 65.0C $ 50.2¢
Second quarter $ 69.7¢ 3 59.87
Third quarter $ 84.4: $ 67.7¢
Fourth quarter $ 945 % 70.8¢

Our Class B common stock is not listed or tradedmy stock exchange.

Dividend Policy

We have never declared or paid cash dividends orcapital stock. We currently intend to retain dafyure earnings for use in t
operation of our business and do not intend toaleabr pay any cash dividends in the foreseealileguAny further determination to f
dividends on our capital stock will be at the ditimm of our board of directors, subject to apgllealaws, and will depend on our finan
condition, results of operations, capital requirataggeneral business conditions and other fathatsour board of directors considers relevan

Stockholders

As of January 31, 2015, there were 44 stockholdérgcord of our Class A common stock, includingeTepository Trust Compat
which holds shares of our common stock on behadfnoihdeterminate number of beneficial owners, elé as 240 stockholders of record of
Class B common stock.

Securities Authorized for Issuance under Equity Comensation Plans

The information concerning our equity compensafiens is incorporated by reference herein to tratise of the Proxy Stateme
entitled “Equity Compensation Plan Information.”

Stock Performance Graph

The following shall not be deemed “fileddr purposes of Section 18 of the Exchange Acinoorporated by reference into any of
other filings under the Exchange Act or the SemsgifAct of 1933, as amended, except to the extenspecifically incorporate it by referer
into such filing.

This chart compares the cumulative total returnoan common stock with that of the S&P 500 Index #mel S&P 1500 Applicatic
Software Index. The chart assumes $100 was investin close of market on October 12, 2012, irGlass A
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common stock of Workday, Inc., the S&P 500 Index éime S&P 1500 Application Software Index, and asssithe reinvestment of €
dividends. The stock price performance on the ¥alhg graph is not necessarily indicative of futsteck price performance.

Comparison of Cumulative Total Return
190
170
i,
$150
=
$130 - -
$110 &
W
H90 T J 1
1012412 01731413 (/3114 0131715
—&— Workday, Inc — il S&P 500 Index
S&P 1300 Apphcation Software Index
Base
Period
Company/Index 10/12/2012 1/31/2013 1/31/2014 1/31/2015
Workday, Inc. $ 100.0¢ $ 109.7:  $ 183.9( 163.2(
S&P 500 Index 100.0( 105.5° 128.2¢ 146.5(
S&P 1500 Application Software Index 100.0( 110.4¢ 138.2¢ 151.3¢

ITEM 6. SELECTED CONSOLIDATED FINANCIAL DATA

We changed the end of our fiscal year from DecerBheto January 31, effective for our fiscal yeadesh January 31, 2012. 1
consolidated statements of operations data andcahsolidated balance sheets data are derived fremaodited consolidated financ
statements and should be read together with “Managgs Discussion and Analysis of Financial Comdiitend Results of Operationsiur
consolidated financial statements and the relat¢dsnincluded elsewhere in this filing. Our histatiresults are not necessarily indicativ
our results in any future period.
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One Month
Ended Year Ended
Year Ended January 31, January 31, December 31,
2015 2014 2013 2012 2011 2010
(in thousands, except per share data)

Consolidated Statements of Operations Date
Revenues:

Subscription services $ 61332 $ 354,16¢ $ 190,32t $ 88,63: $ 481, $ 36,59

Professional services 174,53. 114,76¢ 83,331 45,79 2,46¢ 31,46:
Total revenues 787,86( 468,93t 273,65 134,42° 7,282 68,05!
Costs and expensé's

Costs of subscription services 102,47t 69,19t 39,25! 22,34 1,187 11,41¢

Costs of professional services 162,32 107,61! 77,28¢ 43,02¢ 2,717 28,44!

Product development 316,86¢ 182,11¢ 102,66! 62,01« 3,96% 39,17¢

Sales and marketing 315,84( 197,37: 123,44( 70,35¢ 3,771 36,52«

General and administrative 106,05: 65,92: 48,88( 15,13 1,077 8,55
Total costs and expenses 1,003,56: 622,22( 391,52( 212,87: 12,71« 124,11¢
Operating loss (215,70)) (153,28) (117,86 (78,444 (5,432 (56,06))
Other income (expense), net (30,27() (17,549 (1,209 (1,019 (8) (57
Loss before provision for income taxes (245,97 (170,83) (119,06¢) (79,467) (5,440 (56,119
Provision for income taxes 2,01( 1,67¢ 124 167 10 97
Net loss (247,98) (172,509 (129,190 (79,629 (5,450 (56,21%
Accretion of redeemable convertible preferred
stock — — (56¢) (342) — —

Net loss attributable to common stockholdert$ (247,98) $ (172,509 $ (119,759 $ (79,97) $ (5,450 $ (56,219

Net loss per share attributable to Class A and
Class B common stockholders, basic and dil $ (.35 % (1.00) $ (1.62 $ 2.7) $ (0.200 $ (2.22)

Weighted-average shares used to compute r

loss per share attributable to Class A and
Class B common stockholders 183,70: 171,29 74,01: 29,475 27,64: 25,36-‘

@ Costs and expenses include shassed compensation expenses as follows (in thogk

One Month
Ended
Year Ended January 31, January 31, Year Ended December 31
2015 2014 2013 2012 2011 2010
Costs of subscription services $ 6,05 $ 2,40¢ $ 601 $ 23C % 4 3% 55
Costs of professional services 12,89( 4,81¢ 1,31z 39¢ 12 11¢
Product development 63,93¢ 21,64« 3,52¢ 1,12¢ 47 55€
Sales and marketing 29,87t 12,13: 2,71 83¢ 28 31C
General and administrative 43,29 20,85( 7,17( 1,591 10z 662
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Consolidated Balance Sheet Data:
Cash and cash equivalents
Marketable securities
Working capital (deficit)

Property and equipment, net

Total assets

Total unearned revenue

Convertible senior notes, net

Total liabilities

Redeemable convertible preferred stock
Total stockholders’ equity (deficit)

Cash Flow Data:

Net cash provided by (used in) operating
activities

Free cash flow®

As of
As of January 31, December 31,
2015 2014 2013 2012 2010
(in thousands)
$ 298,190 $ 581,32« $ 84,15¢ $ 57,52¢ $ 30,88
1,559,51 1,305,25: 706,18: 53,63« 4,49¢
1,467,77. 1,601,76! 629,52¢ 37,93¢ (4,065
140,13¢ 77,664 44,58¢ 25,86! 12,89¢
2,358,63. 2,176,26! 959,08( 232,63¢ 100,60!
632,74« 413,56 285,26( 188,09 97,40
490,50: 468,41: — —_ —
1,232,65! 989,04¢ 366,79 237,29: 122,68
— — — 170,90t 75,55¢
1,125,97! 1,187,21 592,28: (175,56) (97,639
One Month
Year Ended Ended Year Ended
January 31, January 31 December 31,
2015 2014 2013 2012 2011 2010
(in thousands)
102,00: $ 46,26: $ 11,21« $ (13,779 $ (1,069 $ (15,339
(1,647 (29,577 (23,40)) (34,756 (1,139 (24,109

@ Free cash flows, a ndBAAP financial measure, is defined as net cashigeavby (used in) operating activities minus pusgsaao
property and equipment, property and equipment ieedjwinder capital leases and purchase of othangilble assets. Each adjus
item is separately presented on our consolidatgdraents of cash flows. See Item 7 of Part Il, “Bigament Discussion and Analy:
of Financial Condition and Results of Operations-AN&®AAP Financial Measures” for further information.
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ITEM 7. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of oumfiicial condition and results of operations in camgtion with the consolidat
financial statements and notes thereto includedvefere in this report. The following discussion teams forwarclooking statements tr
reflect our plans, estimates and beliefs. Our actesults could differ materially from those dissed in the forwardeoking statement
Factors that could cause or contribute to thesded#nces include those discussed below and elsewhehis report, particularly ir* Risk
Factors”

Overview

Workday provides financial management, human chpitanagement, and analytics applications desigmedttfe world's large
companies, educational institutions, and governragencies. We offer innovative and adaptable tdolggdfocused on the consumer Inte
experience and cloud delivery model. Our appliceti@re designed for global enterprises to manageplex and dynamic operati
environments. We provide our customers highly aalalpt accessible and reliable applications to mawmaiical business functions that en:
them to optimize their financial and human capislources.

We were founded in 2005 to deliver cloud appliaagito global enterprises. Our applications aregihesi around the way people w
today — in an environment that is global, collativeg fastpaced and mobile. Our cycle of frequent updateddwktated rapid innovation al
the introduction of new applications throughout distory. We began offering our Human Capital Maragnt (HCM) application in 20C
Since then we have continued to invest in innovatind have consistently introduced new servicasutocustomers, including our Finan
Management application in 2007, our Procurement Bniployee Expense Management applications in 2008, Payroll and mobi
applications in 2009, our Talent Management apptioain 2010, our native iPad application and Warkdntegration platform in 2011, ¢
Time Tracking and Grants Management applicatiorZih?, Big Data Analytics in 2013, Recruiting in120and Insight Applications in 2015.

We offer Workday applications to our customers oneaterprise-wide subscription basis, typicallyhamhreeyear terms and wi
subscription fees largely based on the size ottlsomers workforce. We generally recognize revenues frabseription fees ratably over |
term of the contract. We currently derive a sultsahrmajority of our subscription services revenudesm subscriptions to our HC
application. We market our applications primarbyaugh our direct sales force.

We have achieved significant growth in a relativetiyrt period of time. Our diverse customer baskides large, global companies
our direct sales force generally targets orgaromnatiwith more than 1,000 workers. A substantialamityj of our growth comes from n¢
customers. Our current financial focus is on grgnmur revenues and expanding our customer basde\Whi are incurring losses today,
strive to invest in a disciplined manner acrosélbur functional areas to sustain continued riean revenue growth and support our lonc
term initiatives. Our operating expenses have asd significantly in absolute dollars in recermigus, primarily due to our significant grov
in employees. We had approximately 3,750 and apmately 2,600 employees as of January 31, 2012281d, respectively.

We intend to continue investing for longrm growth. We have invested, and expect to caoatito invest, heavily in our applicat
development efforts to deliver additional compeliapplications and to address customewsilving needs. In addition, we plan to continu
expand our sales and marketing organizations tooselapplications globally. We expect to make liert significant investments in our d
center infrastructure in fiscal 2016 as we planffure growth. We are also investing in persoriaedervice our growing customer base. Tl
investments will increase our costs on an absdiasis in the neaerm. Many of these investments will occur in advanf experiencing ai
direct benefit from them and will make it difficutb determine if we are allocating our resourceficiehtly. We expect our prodt
development, sales and marketing, and general émihestrative expenses as a percentage of revaousscrease over time as we grow
revenues, and we anticipate that we will gain eotre of scale by increasing our customer base wittwect incremental development ct
and by utilizing more of the capacity of our dataters.

Since inception, we have invested heavily in owfgssional services organization to help ensuredhstomers successfully deploy
adopt our applications. Additionally, we continweexpand our professional services partner ecasytiefurther support our customers.
believe our investment in professional servicesy@ls as partners building consulting practicesuatbWorkday, will drive additional custon
subscriptions and continued growth in revenuesaddition, over time we expect professional serviea@nues and the cost of professi
services as a percentage of total revenues tangess we increasingly rely on our partners to deWorkday applications and as the numbe
our existing customers continues to grow.
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Fiscal Year End

Our fiscal year ends on January 31. Referencdsdal 2015, for example, refer to the year endedidiy 31, 2015.

Components of Results of Operations
Revenue:

We primarily derive our revenues from subscriptsemvices fees and professional services fees. 8ptisc services revenues prima
consist of fees that give our customers accessutoctoud applications, which include routine cusgsnsupport at no additional cc
Professional services fees include deployment sesyioptimization services, and training.

Subscription services revenues accounted for o8& @f our total revenues during fiscal 2015 andesented over 96% of our tc
unearned revenue as of January 31, 2015. Subscripérvices revenues are driven primarily by thenlmer of customers, the numbel
workers at each customer, the number of applicatioscribed to by each customer, and the prioerradipplications.

The mix of the applications to which a customerssuibes can affect our financial performance duerice differentials in ot
applications. Compared to our other offerings, H@M application has been available for a longeiiquenf time, is more established in
marketplace and has benefited from continued emmaeants of the functionality over a longer periodiofe, all of which help us to impro
our pricing for that application. However, new puots or services offerings by competitors in thieife could impact the mix and pricing
our offerings.

Subscription services fees are recognized ratabhgwenues over the contract term beginning onldte the application is made availz
to the customer, which is generally within one weékontract signing. Our subscription contracisicglly have a term of three years and
non-cancelable. We generally invoice our customergdiraace, in annual installments. Amounts that haaenlinvoiced are initially record
as unearned revenue. Amounts that have not beeit@d/represent backlog and are not reflected irconsolidated financial statements.

The majority of our consulting engagements aredithn a time and materials basis, and revenudyioally recognized as the servi
are performed. We offer a number of training optiartended to support our customers in configurirging and administering our services
some cases, we supplement our consulting teamsaulingostracting resources from our service partnas @deploying them on custon
engagements. As Workday’s professional servicearozgtion and the Workdaglated consulting practices of our partner firnstue t
develop, we expect the partners to increasinglyraondirectly with our subscription customers.&gesult of this trend, and the increase o
subscription services revenues, we expect profieakgervices revenues as a percentage of totatlueseo decline over time.

Costs and Expenses

Costs of subscription services revenu@ssts of subscription services revenues consistapily of employeeelated expenses relatec
hosting our applications and providing customerpsup the costs of data center capacity, and d&iiec of owned and leased compi
equipment and software.

Costs of professional services revenu€ssts of professional services revenues congisaply of employeerelated expenses associs
with these services, the cost of subcontractorsti@wvel. The percentage of total revenues deriveuh fprofessional services was 22% in fi
2015. The cost of providing professional servicessignificantly higher as a percentage of the eelatevenues than for our subscrip
services.

Product development Product development expenses consist primarilgroployeerelated costs. We continue to focus our pra
development efforts on adding new features andi@dfns, increasing the functionality and enhagcthe ease of use of our cl
applications.

Sales and marketingales and marketing expenses consist primarilyrgfl@yeerelated costs, sales commissions, marketing prag
and travel. Marketing programs consist of advertjsievents, corporate communications, brand buyjldind product marketing activiti
Commissions earned by our sales force that casdmmted specifically with a naancelable subscription contract are deferred amuttizec
over the same period that revenues are recognizetd related non-cancelable contract.
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General and administrative General and administrative expenses consist @l@meerelated costs for finance and accounting, It
human resources and management information sygterasnnel, legal costs, professional fees and otivporate expenses.

Results of Operations
Revenues

Our total revenues for fiscal 2015, 2014 and 20&8:vas follows:

Year Ended January 31,

2014 to 2015 2013 to 2014
2015 2014 2013 % Change % Change
(in thousands)
Subscription services $ 613,32( $ 354,16¢ $ 190,32 73% 86%
Professional services 174,53. 114,76! 83,33 52 38
Total revenues $ 787,86( $ 468,93t $ 273,65 68 71

Fiscal 2015 compared to fiscal 201%otal revenues were $788 million for fiscal 2016mpared to $469 million for fiscal 2014,
increase of $319 million, or 68%. Subscription &g revenues were $613 million for fiscal 2015npared to $354 million for fiscal 2014,
increase of $259 million, or 73%. The increase ubssription revenues was due primarily to an ineedanumber of customer contract:
compared to the prior year period. Professionalises revenues were $175 million for fiscal 201&mpared to $115 million for the prior yi
period, an increase of $60 million, or 52%. Theréase in professional services revenues was doeply to a greater number of custon
requesting deployment and integration services.

Fiscal 2014 compared to fiscal 201Botal revenues were $469 million for fiscal 201émpared to $274 million for fiscal 2013,
increase of $195 million, or 71%. Subscription gz#s revenues were $354 million for fiscal 2014766 of total revenues, compared to $
million, or 70% of total revenues, for fiscal 20E8) increase of $164 million or 86%. The increassubscription services revenues was
primarily to the addition of new customers as coragato the prior year period. Professional serviemgnues were $115 million for fis
2014, compared to $83 million for fiscal 2013, acrease of $32 million, or 38%. The increase infgssional services revenues was
primarily to the addition of new customers and @ager number of customers requesting deploymening@gration services.

Core Operating Expenses

We use the noGAAP financial measure of core operating expenseanderstand and compare operating results acezsaIating
periods, for internal budgeting and forecastingopses, for short- and lortgrm operating plans, and to evaluate our finarpgaformance ar
the ability of operations to generate cash. Weelelithat core operating expenses reflects our ngdoiisiness in a manner that allows
meaningful period-tgeriod comparisons and analysis of trends in owinmss, as it excludes expenses that are not tiefleaf ongoing
operating results. We also believe that core operagxpenses provides useful information to investand others in understanding
evaluating our operating results and future prospicthe same manner as management and in corgdarancial results across accoun
periods and to those of peer companies.

The following discussion of our core operating exges and the components comprising our core opgratipenses highlights the fac
that we focus upon in evaluating our operating nmeagd operating expenses. The increases or desrgasperating expenses discussed i
section do not include changes relating to shased@ompensation, and certain other expenses, whittist of employer payroll tevelatec
items on employee stock transactions, amortizaifacquisition-related intangible assets and aritgguant to the Workday Foundation.

Reconciliations of our core operating expensehémearest GAAP measure, total operating expeasess follows:
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Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total

Operating loss
Operating margin

Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total

Operating loss
Operating margin

Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total

Operating loss

Operating margin

Year Ended January 31, 2015

Core Share-Based Other Total
Operating Compensation Operating Operating
Expenses” Expenses Expenses Expenses

(in thousands)

96,21¢ $ 6,05: $ 204 % 102,47¢
148,98t 12,89( 451 162,32
249,70¢ 63,93¢ 3,221 316,86¢
284,54! 29,87t 1,42( 315,84(

61,557 43,29: 1,20z 106,05:
841,01t $ 156,04 $ 6,49¢ $ 1,003,56.
(53,156 $ (156,049 $ (6,49¢) $ (215,705

(7% (20)% —% (27)%
Year Ended January 31, 2014

Core Share-Based Other Total
Operating Compensation Operating Operating
Expenses” Expenses Expenses Expenses

(in thousands)

66,77( $ 2,40¢ $ 17 $ 69,19:
102,14 4,81¢ 65€ $ 107,61!
158,92¢ 21,64 1,544 $ 182,11¢
184,35¢ 12,13: 88: $ 197,37

43,77: 20,85( 1,29¢ $ 65,92!
555,97 $ 61,85!: $ 4,39¢ $ 622,22(
(87,03) $ (61,85) $ (439%) $  (153,28)

(19% (13)% (D)% (33%
Year Ended January 31, 2013

Core Share-Based Other Total
Operating Compensation Operating Operating
Expenses” Expenses Expenses Expenses

(in thousands)

38,65( $ 601 $ = $ 39,25

75,97 1,312 — $ 77,28¢

99,13 3,52¢ — $ 102,66!
120,72: 2,717 — $ 123,44(

30,46( 7,17( 11,25( $ 48,88(
364,94 $ 15,32¢ $ 11,25( $ 391,52(
(91,285 $ (15,329 $ (12,250 $ (117,867

(33 % (6)% (4)% (43%

(1) See “Non-GAAP Financial Measurdsglow for further informatiol
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Core operating margin

Core operating margins, calculated using GAAP reesmand core operating expenses, improved fron¥(18) fiscal 2014 to (7)% f
fiscal 2015 and from (33)% for fiscal 2013 to (19jét6 fiscal 2014. The improvement in our operatmgrgin was primarily due to higt
subscription services revenues in both fiscal 2848 2014 compared to prior fiscal years. The impneent in fiscal 2015 was also dut
higher professional services revenues driven byronrgd utilization rates and increased demand foriges, and improvements to opera
leverage. In evaluating our results, we generaillu$ on core operating expenses. We believe thatare operating expenses reflect
ongoing business in a manner that allows meaninggulod-toperiod comparisons. Our core operating expenseseamciled to the mc
comparable U.S. generally accepted accounting iptexc(GAAP) measure, “total operating expensasthe table above.

Core operating expenses increased by $285 miltinB1% for fiscal 2015 compared to fiscal 2014, bp$191 million, or 52% for fisc
2014 compared to fiscal 2013. As quantified belthese increases for both periods were primarilytdusigher employeeelated costs drive
by higher headcount.

Costs of subscription services

Fiscal 2015 compared to fiscal 201@ore operating expenses in costs of subscriptionces were $96 million for fiscal 2015, compe
to $67 million for fiscal 2014, an increase of $28lion, or 43%. The increase was primarily dueatoincrease of $10 million in employee:
related costs driven by higher headcount, an isere $9 million in depreciation expense relateduo data centers, an increase of $6 mi
in service contracts expense to expand data cempercity, and an increase of $3 million in facibiyd IT-related expense.

Fiscal 2014 compared to fiscal 2013ore operating expenses in costs of subscriptionces were $67 million for fiscal 2014, compe
to $39 million for fiscal 2013, an increase of $B8lion, or 72%. The increase was primarily dueatoincrease of $10 million in deprecial
expense related to our data centers, an incregk@ million in employeeelated costs driven by higher headcount and aease of $7 millio
in service contracts expense to expand data cempacity.

We expect that core operating expenses in costslzdcription services will continue to increasalisolute dollars as we improve .
expand our data center capacity and operations.

Costs of professional services

Fiscal 2015 compared to fiscal 201€ore operating expenses in costs of professiormaices were $149 million for fiscal 20:
compared to $102 million for fiscal 2014, a $47liwil increase, or 46%. This increase was primatilg to increases of $36 million to staff
deployment and integration engagements and $4omiti facility and IT-related expenses.

Fiscal 2014 compared to fiscal 2018ore operating expenses in costs of professionaices were $102 million for fiscal 20:
compared to $76 million for fiscal 2013, a $26 mill increase, or 34%. This increase was primaitily th increases of $21 million to staff
deployment and integration engagements and $2omifi facility and IT-related expense.

Due to the large increase in demand for our pradess$ services versus the prior year, we have aszd both our internal professic
service staff as well as thiggarty supplemental staff. Over time, we expectsostprofessional services as a percentage of teta@nues |
continue to decline as we increasingly rely ondlgarties to deploy our applications and as thebrarof our customers continues to grow.
fiscal 2016, we anticipate professional servicesgina to be lower than fiscal 2015 as we investé@ploying our financial managem
applications, and in building our partnership estasy in the education and government sectors, hasvimternationally.

Product development

Fiscal 2015 compared to fiscal 201@ore operating expenses in product development $266 million for fiscal 2015, compared
$159 million for fiscal 2014, an increase of $91liom, or 57%. The increase was primarily due torgases of $66 million in employ
compensation costs due to higher headcount, $9omilh facility and ITrelated expenses, $6 million in depreciation expefts ou
development cloud data center and $5 million inctipiarty costs for hardware maintenance and datiiceapacity.

Fiscal 2014 compared to fiscal 201Bore operating expenses in product development $&58 million for fiscal 2014, compared to ¢
million for fiscal 2013, an increase of $60 millioor 61%. The increase was primarily due to in@easf $45 million in employt
compensation costs due to higher headcount, $&milh facility and ITrelated expenses and $4 million in contracted céstsoul
development cloud data center.
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We expect that product development expenses williwoe to increase in absolute dollars as we impianvd extend our applications .
develop new technologies.

Sales and marketing

Fiscal 2015 compared to fiscal 201dore operating expenses in sales and marketing $28% million for fiscal 2015, compared to $.
million for fiscal 2014, an increase of $101 millioor 55%. The increase was primarily due to ingesaof $68 million in employ:
compensation costs due to higher headcount anéhggmmissionable sales volume, $17 million in atisiag, marketing and event costs,
million in facility and IT-related expenses andr@flion in travel.

Fiscal 2014 compared to fiscal 2013ore operating expenses in sales and marketing $1&4 million for fiscal 2014, compared to $.
million for fiscal 2013, an increase of $63 millioor 52%. The increase was primarily due to inaeeasf $47 million in employt
compensation costs due to higher headcount anéhgimmissionable sales volume, $6 million in atisielg, marketing and event costs,
million in travel and $4 million in facility and Frelated expenses.

We expect that sales and marketing expenses witirage to increase in absolute dollars as we cagtio invest in the expansion of
domestic and international selling and marketiniyaies to build brand awareness and attract nestamers.

General and administrative

Fiscal 2015 compared to fiscal 201@ore operating expenses in general and adminigratere $62 million for fiscal 2015, compare:
$44 million for fiscal 2014, an increase of $18lmil, or 41%. The increase was primarily due to $iilfion in higher employee compensat
costs due to higher headcount, $4 million in higbrefessional services costs including consultiagal and audit and $2 million in facility a
IT-related expenses.

Fiscal 2014 compared to fiscal 2013Gore operating expenses in general and adminigtratere $44 million for fiscal 2014, compare:
$30 million for fiscal 2013, an increase of $14lmoil, or 47%. The increase was primarily due to $dillion in higher compensation costs 1
to higher headcount and $2 million in higher prefesal services costs including consulting, legal audit.

We expect general and administrative expensescaiitinue to increase in absolute dollars as wééarinvest in our infrastructure &
support our global expansion.

Share-Based Compensation Expenses

Sharebased compensation expenses were $156 million,n#iB®n and $15 million in fiscal 2015, 2014 and13) respectively. Tt
increase in sharkased compensation expenses for fiscal 2015 couhgaréiscal 2014 was primarily due to an increasahie number «
employees, as well as a change in the timing otttlode in which we grant additional equity awardsekisting employees which resultec
grants that were made earlier in the fiscal yediiscal 2015 relative to fiscal 2014. The incre@sesharebased compensation expense:
fiscal 2014 compared to fiscal 2013 was primarigdo an increase in the number of employees ddisegl 2014. During fiscal 2015, 20
and 2013, the realized excess tax benefits retatetarebased compensation were immaterial. The next goagxisting employees is planr
for the first quarter of fiscal 2016.

Other Operating Expenses

Other operating expenses, which consist of emplpggroll taxrelated items on employee stock transactions fmafi2015 and 201
amortization of acquisition-related intangible dsder fiscal 2015 and a oriane charge related to our contribution of 500,88@res of Cla:
A common stock to the Workday Foundation in fis2@l3, were $6 million, $4 million and $11 milliorespectively. Employer payroll tax-
related items on employee stock transactions suotiliyt increased beginning in April 2013 after tbepiration of the locksp period for ot
initial public offering. Before fiscal 2014, the efoyer payroll taxrelated charges on employee stock transactions marencluded in othe
operating expenses as they were not material.

Other Expense, Net

Other expense, net, was $30 million, $18 milliord &1 million for fiscal 2015, 2014 and 2013, redpety. The increase in oth
expense, net for fiscal 2015 and 2014 comparedito periods was primarily due to the interest exqeerelated to our June 2013 issuant
0.75% convertible senior notes due October 15, 20088 Notes) and 1.50% convertible senior notes@atober 15, 2020 (2020 Notes,
together with the 2018 Notes, the Notes), as waried a full period of interest expense in fiscal2.We issued the Notes in June 2013,
therefore incurred interest on the Notes for onfyogtion of fiscal 2014. We did not incur interestoense for the Notes in fiscal 2013 as
had not yet been issued. The contractual castesitexkpense
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was $6 million and $4 million, respectively, fosdal 2015 and 2014. The noash interest expense related to amortizationeotigbt discoul
and amortization of debt issuance costs was $2ibmand $14 million, respectively, for fiscal 20a6d 2014.

Liquidity and Capital Resources

As of January 31, 2015, our principal sourcesafitlity were cash, cash equivalents and marketsaarities totaling $1.9 billion, whi
were held for working capital purposes. Our caghivedents and marketable securities are compodeathgly of U.S. agency obligations, U
treasury securities, U.S. corporate securities,neernial paper, and money market funds.

We have financed our operations primarily througles of equity securities, customer payments, ssubince of debt. Our future caf
requirements will depend on many factors, includwg customer growth rate, subscription renewalvitgt the timing and extent
development efforts, the expansion of sales andeatiag activities, the introduction of new and emted services offerings, and the contin
market acceptance of our services. We may in thedienter into arrangements to acquire or invesbmplementary businesses, services
technologies, and intellectual property rights. W&y choose to seek additional equity or debt filmanc

Our cash flows for fiscal 2015, 2014 and 2013 vexéollows:

Year Ended January 31,
2015 2014 2013

(in thousands)

Net cash provided by (used in):

Operating activities $ 102,00: $ 46,26 $ 11,21
Investing activities (404,16) (682,63.) (670,119
Financing activities 19,45t 1,133,611 685,53
Effect of exchange rate changes (42%) (72 4
Net increase (decrease) in cash and cash equisalent $ (283,139 % 497,16¢ $ 26,62¢

In evaluating our performance internally, we foomslong-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 prijpand equipment, property ¢
equipment acquired under capital leases and pusha$ other (non-acquisition-related) intangibleseds. See “NoGAAP Financia
Measures” below for further information.

Our free cash flows for fiscal 2015, 2014 and 2@/&Be as follows:

Year Ended January 31,

2015 2014 2013
(in thousands)
Net cash provided by operating activities $ 102,00: $ 46,26 $ 11,21
Purchases of property and equipment (103,646 (60,725 (15,899
Property and equipment acquired under capital fease — (11%) (18,717
Purchase of other intangible assets — (15,000 —
Free cash flows $ (1,649 $ (29,57) $ (23,40

Operating Activities

We use cash provided by operating activities asyafikancial metric. Cash provided by operatingwvétées was $102 million, $46 millic
and $11 million, respectively, for fiscal 2015, 20d4nd 2013. The increase in cash flows compargxido fiscal years resulted primarily frc
increased cash collections driven by growth in @ustr demand for our services. This increase irecttins in both fiscal 2015 and 2014
partially offset by increases in our headcountteelaand other operational expenses.
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Investing Activities

Cash used in investing activities for fiscal 2026814 and 2013 was $404 million, $683 million and@@énillion respectively, which w.
primarily the result of the timing of purchases amdturities of marketable securities and capitpleexitures of $104 million, $61 million a
$16 million, respectively. Following the initial plic offering of our Class A common stock in Octo2012, the issuance of our Notes in .
2013 and our followsn offering of Class A common stock in January 204é purchased a significant amount of marketabusties. i
addition, during fiscal 2015, we paid $10 milliampurchase 1.4 million shares of series D prefestedk in a private company, and rece
proceeds of $53 million from the sale of availafdlesale securities. During fiscal 2014, we paid $10ioni to purchase a leasehold interes
land in Pleasanton adjacent to our existing offipace and $5 million to acquire patents. We exgapital expenditures will be approximai
$150 million for fiscal 2016. We expect that thesgital outlays will largely be used to expanditifeastructure of our data centers and to k
out additional office space to support our growtfe are actively evaluating construction alternatif@r the leasehold land in Pleasanton
have not yet factored related development costyif into our expected capital expenditures.

Financing Activities

For fiscal 2015, cash provided by financing aciggtwas $19 million, primarily as a result of $3@lion of proceeds from the issuar
of common stock from employee equity plans, paytiaffset by $10 million in principal payments omrocapital lease obligations and
million of Class A common share repurchases fomtalholdings on vesting of restricted stock.

For fiscal 2014, cash provided by financing adesgtwas $1 billion, primarily as a result of $584lion in net proceeds from issuance
the Notes, $592 million in net proceeds from oulofe-on offering of Class A common stock, $93 millionproceeds from the issuance
warrants related to the Notes and $24 million iaceeds from employee equity plans. These proceeds partially offset by $144 million
purchase convertible senior notes hedges and $llidmin principal payments on our capital leasdigdtions. We purchased the convert
senior notes hedges to offset potential econonhitial to our Class A common stock upon any coriearsf the Notes.

For fiscal 2013, financing activities provided $68flion, primarily as a result of $685 million afet proceeds from our initial puk
offering of Class A common stock in October 2012 $10 million in proceeds from employee equity glapartially offset by $9 million
principal payments on our capital lease obligations

Free Cash Flows

In addition to cash provided by operating actigtiee use free cash flows as a key financial mefiiee cash flows increased by
million to $(2) million for fiscal 2015, compared $(30) million for fiscal 2014 and decreased byn$iflion to $(30) million for fiscal 201:
compared to $(23) million for fiscal 2013. The impement in fiscal 2015 as compared to fiscal 2044 primarily due to increased sales
related cash collections, partially offset by iresed capital expenditures and higher operating rsqse driven primarily by increas
headcount. The reduction in free cash flows inalif914 as compared to fiscal 2013 was primarily ttua significant increase in cash paic
property and equipment and payments made for alieds interest and patents, partially offset byeéased sales and related cash collections.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of non-GAAP finaadaineasures in Commission filingsléfines and prescribes the conditions for u:
non-GAAP financial information. Our measures of coremgiing expenses, core operating margin and frele ff@ws each meet the definit
of a non-GAAP financial measure.

Core Operating Expenses

We define core operating expenses as our totalatipgrexpenses excluding the following componenisich we believe are n
reflective of our ongoing operational expensesednh case, for the reasons set forth below, weugethat excluding the component prov
useful information to investors and others in ustherding and evaluating our operating results amagré prospects in the same mann¢
management, in comparing financial results acressunting periods and to those of peer companidstaretter understand the lotegr
performance of our core business.

. Share-Based Compensation Expens&khough shardsased compensation is an important aspect of thgeonsation of ol
employees and executives, we believe it is usef@xclude share-based compensation in order terbetiderstand the long-
term performance of our core business and to fatglicomparison of our results to those of peerpaomies. For restricted sh
awards, the amount of share-based compensatiomsape
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is not reflective of the value ultimately receivieg the grant recipients. Moreover, determining fdie value of certain of tt
sharebased instruments we utilize involves a high degifejgdgment and estimation and the expense redamtiey bear littl
resemblance to the actual value realized upon #sting or future exercise of the related sHased awards. Unlike ce
compensation, the value of stock options and shisseed under the Employee Stock Purchase Plachvidiian element of o
ongoing shardrased compensation expenses, is determined usingiplex formula that incorporates factors, suctmaske
volatility and forfeiture rates, that are beyond oantrol.

. Other Operating ExpensesOther operating expenses included employer payothelated items on employee st
transactions for fiscal 2015, and 2014, amortizatibacquisition-related intangible assets fordls2015 and a ontme charg
related to our contribution of equity to the Workdaoundation for fiscal 2013. The amount of emptogayroll taxrelatec
items on shardased compensation is dependent on our stock arideother factors that are beyond our control amchal
correlate to the operation of the business. Fomless combinations, we generally allocate a portibthe purchase price
intangible assets. The amount of the allocatiobaised on estimates and assumptions made by marnsganteis subject
amortization. The amount of purchase price allatdteintangible assets and the term of its relaeubrtization can va
significantly and are unique to each acquisitiod #mus we do not believe it is reflective of ourgoing operations. Durir
fiscal 2013, Workday granted 500,000 shares of comstock to the Workday Foundation. The Workdayrfeation is a non-
profit organization established to provide grantsl daumanitarian relief, employer matching contribng and to suppc
volunteerism and social development projects. Ghast resulted in a onéme charge of $11 million, which was recordedtte
General and administrative expenses line of thedatated statements of operations. We do not éxpeunake future grants
shares to the Workday Foundation and thereforeidenthis charge as narcurring. As such, we believe it is useful to exie
this onetime charge in order to better understand the angekpenses of our core business and to facilitateparison of ot
results across periods.

Free cash flows

We define free cash flows as net cash provided fgrading activities minus purchases of property angdipment, property a
equipment acquired under capital leases and pusshafsother (non-acquisitiorelated) intangible assets. We use free cash fasiws measu
of financial progress in our business, as it badarmperating results, cash management and caffitgrcy. When calculating free cash flo
we subtract the gross value of all equipment aequin the period, even when acquired under cafgtdes, so that we can evaluate
progress on free cash flows independent of outta@dimancing decisions. We believe informationaetjng free cash flows provides inves
and others with an important perspective on thé easilable to make strategic acquisitions andstiments, to fund ongoing operations ar
fund other capital expenditures.

Limitations on the use of non-GAAP financial measur

A limitation of our nonGAAP financial measures of core operating expercs®s, operating margin and free cash flows istiey do nc
have uniform definitions. Our definitions will like differ from the definitions used by other comp including peer companies,
therefore comparability may be limited. In additiasther peer companies may not publish these oilasimmetrics. Thus, our noGAAP
measures of core operating expenses, core operatingin and free cash flows should be consideredidition to, not as a substitute for, ¢
isolation from, measures prepared in accordance @AAP. Additionally, in the case of shabased compensation, if we did not pay c
portion of compensation in the form of share-basethpensation and related employer payroll related items, the cash salary exp
included in costs of revenues and operating exganseld be higher, which would affect our cash fiosi Further, the noGAAP measure «
core operating expenses has certain limitationsumex it does not reflect all items of income anpeese that affect our operations anc
reflected in the GAAP measure of total operatingesses.

We compensate for these limitations by reconcildoge operating expenses to the most comparable GiwgPcial measure a
reviewing these measures in conjunction with GAARaricial information. We encourage investors anderst to review our financi
information in its entirety, not to rely on any gie financial measure and to view our n@AAP financial measures in conjunction with
most comparable GAAP financial measures.

See “Results of Operations—Core Operating Expenfms’a reconciliation of the noGAAP financial measure of core opera
expenses to the most comparable GAAP measure| tipgrating expenses,” for fiscal 2015, 2014 anti20

See “Liquidity and Capital Resources” for a rectiation of free cash flows to the most comparabRAB measure, fiet cash provide
by (used in) operating activities,” for fiscal 202914 and 2013.
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Backlog

We generally sign multiplgear subscription contracts for our applicatiorse Timing of our invoices to the customer is a nieged tern
and varies among our subscription contracts. Foltipleryear agreements, it is common to invoice an iniialount at contract signi
followed by subsequent annual invoices. At any poirthe contract term, there can be amounts tlahave not yet been contractually abl
invoice. Until such time as these amounts are teaithey are not recorded in revenues, unearngshue or elsewhere in our consolid:
financial statements. To the extent future invaicie determined to be certain, we consider thoserdéusubscription invoices to be non
cancelable backlog. Future invoicing is determiteedbe certain when we have a fully executed caneelable contract and invoicing is
dependent on a future event such as customer fgmdithe delivery of a product. The amount of mamcelable subscription contract bacl
was $965 million as of January 31, 2015.

We expect that the amount of backlog relative t® tbtal value of our contracts will change from ryé&a year for several reaso
including the amount of cash collected early in ¢batract term, the specific timing and durationasfje customer subscription agreems
varying invoicing cycles of subscription agreemettte specific timing of customer renewals, charigesistomer financial circumstances
foreign currency fluctuations. Backlog may alsoywaased on changes in the average canmcelable term of our subscription agreem
Accordingly, we believe that fluctuations in baaklare not a reliable indicator of future revenuad we do not utilize backlog as a |
management metric internally.

Contractual Obligations

The following table summarizes our consolidatesigigal contractual cash obligations as of Janu&n2815:

Payments Due by Period

Less than 1-3 3-5 More than

Total 1 Year Years Years 5 Years
0.75% Convertible Senior Notes due 2018 $ 350,000 $ — % — % 350,000 $ —
1.50% Convertible Senior Notes due 2620 250,00( — — — 250,00(
Aggregate interest obligatidh 29,52¢ 6,37t 12,75( 8,69¢ 1,70¢
Capital lease obligatiori$ 3,29: 3,29: — — —

Operating lease obligations:

Facilities spac@ 119,27: 16,68¢ 44,00 24,77¢ 33,80«
Facilities space with related party 50,99( 4,86¢ 10,96¢ 11,45¢ 23,69¢
Contractual commitments 6,89¢ 6,89¢ — — —
Total $ 809,97¢ $ 38,11¢ $ 67,72. $ 394,93( $ 309,21(

(1)  Represents aggregate principal amount of the naidsyut the effect of associated discou

(20  Represents estimated aggregate interest obligatomsir outstanding Notes that are payable in

(3)  Includes principal and imputed inter:

(4)  For the 95year lease we entered in January 2013, the cagjatibhs exclude the potential annual rental ineesebased on the incree
to the Consumer Price Index (CPI). (See more in&ion under “commitmentdielow). We expect to make higher rent payments
the lease term due to increases in the CPI.

Commitments

Our principal commitments primarily consist of @ations under leases for office space antbcation facilities for data center capa
and our development and test data center, and dempguipment. For fiscal 2016, we anticipate legsadditional office space near
headquarters and in various other locations artlsdvorld to support our growth.

In January 2014, Workday acquired a\@&r lease for a 6.9 acre parcel of land adjaceimtut existing Pleasanton, California lee
facilities. The lease affords us the opportunitydévelop office space for employees in Pleasar@atifornia. We paid $10 million to acqu
the lease and $2 million in prepaid rent througleédeber 31, 2020. If construction does not commégcéune 30, 2015, we will be requiret
make additional payments to the lessor, ranging 6.2 million to $1 million based on the lengthtioé delay.
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Purchase orders are not included in the table abOue purchase orders represent authorizationsutehpse rather than bind
agreements. The contractual commitment amountgeiable above are associated with agreementarianforceable and legally binding
that specify all significant terms, including fixet minimum services to be used, fixed, minimumvariable price provisions, and -
approximate timing of the transaction. Obligatiamsler contracts that we can cancel without a diganit penalty are not included in the te
above. In addition, future obligations relatingfte lease described above for construction costsequired extension payments, if any, are
included in the above table because the costs ayrmignts are dependent on the timing and scopenstretion, which is not yet known.

Off-Balance Sheet Arrangements

Through January 31, 2015, we did not have any iosships with unconsolidated organizations or firiah partnerships, such
structured finance or special purpose entities wwaild have been established for the purpose ditémg off-balance sheet arrangement
other contractually narrow or limited purposes.

Critical Accounting Policies and Estimates

Our consolidated financial statements are preparedcordance with accounting principles generatlgepted in the United States.
preparation of these consolidated financial statémeequires us to make estimates and assumptiahaffect the reported amounts of as
liabilities, revenues, costs and expenses, andeteBisclosures. On an ongoing basis, we evaluatestimates and assumptions. Our a
results may differ from these estimates under giffeassumptions or conditions.

We believe that of our significant accounting pieli; which are described in Note 2 to our constdidafinancial statements, 1
following accounting policies involve a greater deagof judgment and complexity. Accordingly, these the policies we believe are the r
critical to aid in fully understanding and evalwmatiour consolidated financial condition and resaftsperations.

Revenue Recognition

We derive our revenues primarily from subscriptiegrvices fees and from professional services feediding training. We se
subscriptions to our cloud applications throughteaots that are generally three years in length. @angements do not contain general ri
of return. Our subscription contracts do not previdistomers with the right to take possession e@stftware supporting the applications |
as a result, are accounted for as service contracts

We commence revenue recognition for our cloud appbns and professional services when all of tlewing criteria are met:

. There is persuasive evidence of an arrange!

. The service has been or is being provided to tistoouer

. Collection of the fees is reasonably assured

. The amount of fees to be paid by the customexedfor determinabl

Subscription Services Revenues

Subscription services revenues are recognizedlyatabr the contractual term of the arrangementrirégg on the date that our servic
made available to the customer, assuming all athamue recognition criteria have been met.

Professional Services Revenues

Professional services revenues are generally récadjas the services are rendered for time andrialat®ntracts, or on a proportiol
performance basis for fixed price contracts. Thgontg of our professional services contracts areaotime and materials basis. Trair
revenues are recognized as the services are reindere

Multiple Deliverable Arrangements

For arrangements with multiple deliverables, welwat® whether the individual deliverables qualiy separate units of accounting
order to treat deliverables in a multiple delivéeahrrangement as separate units of accountingddheerables must have standalone v
upon delivery. If the deliverables have standaleslee upon delivery, we account for each deliverabl
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separately and revenue is recognized for the réspedeliverables as they are delivered. If onemmre of the deliverables does not
standalone value upon delivery, the deliverables do not have standalone value are generally awedbivith the final deliverable within t
arrangement and treated as a single unit of accmurRevenue for arrangements treated as a similesuaccounting is generally recogni:
over the period commencing upon delivery of thalfteliverable and over the remaining term of tilessription contract.

Subscription contracts have standalone value asell¢he subscriptions separately. In determinitngtiver professional services car
accounted for separately from subscription seryiegsconsider the availability of the professiosatvices from other vendors, the natur
our professional services and whether we sell ppti@ations to new customers without professioravises. All of our professional servic
have standalone value as of February 1, 2012.

When multiple deliverables included in an arrangetnage separable into different units of accountithg arrangement consideratio
allocated to the identified separate units of aotiog based on their relative selling price. Mukipleliverable arrangement accoun
guidance provides a hierarchy to use when detengitiie relative selling price for each unit of aaeting. Vendorspecific objective eviden
(VSOE) of selling price, based on the price at \Wwhtlee item is regularly sold by the vendor on ad#one basis, should be used if it exist
VSOE of selling price is not available, thipduty evidence (TPE) of selling price is used talelssh the selling price if it exists. VSOE andE
do not currently exist for any of our deliverabl@ecordingly, for arrangements with multiple deligbles that can be separated into diffe
units of accounting, we allocate the arrangementdethe separate units of accounting based obe@satrestimate of selling price. The amc
of arrangement fee allocated is limited by contirigevenues, if any.

We determine our best estimate of selling pricedor deliverables based on our overall pricing ofyes, taking into considerati
market conditions and entigpecific factors. We evaluate our best estimatsetiing price by reviewing historical data relatedsales of ot
deliverables, including comparing the percentagesuo contract prices to our list prices. We alsmsider several other data points in
evaluation, including the size of our arrangemetits, cloud applications sold, customer demographius the numbers and types of u
within our arrangements.

Deferred Commissions

Direct sales commissions are deferred when eameédumortized over the same period that revenuescaognized for the related non-
cancelable cloud application services contract. ddmamission payments are paid in full after thet@mer has paid for its first year of serv
During fiscal 2015, we deferred $23 million of coissions and we amortized $16 million to sales aadketing expenses in the accompan
consolidated statements of operations. During [fi2044, we deferred $19 million of commission exgieures and we amortized $10 millior
sales and marketing expenses in the accompanyimgplidated statements of operations. Deferred casionis on our consolidated bala
sheets totaled $37 million and $29 million at Jayl, 2015 and 2014, respectively.

Convertible Senior Notes

In accounting for the issuance of the Notes, weaisgpd the Notes into liability and equity compdsefThe carrying amount of t
liability component was calculated by measuring fiie value of a similar liability that does notJygan associated convertible feature.
carrying amount of the equity component represgntire conversion option was determined by deductireg fair value of the liabilit
component from the par value of the Notes as a evhidtis difference represents a debt discountishamortized to interest expense ovel
terms of the Notes. The equity component is note@sured as long as it continues to meet the condifor equity classification. In account
for the issuance costs related to the Notes, wecatiktd the total amount incurred to the liabilitydaequity components. Issuance c
attributable to the liability components are beamgortized to expense over the respective termieofNbtes, and issuance costs attributat
the equity components were netted with the respeetijuity component in additional paid-in capital.

Recent Accounting Pronouncements

On May 28, 2014, the FASB issued ASU 2014-9 regarddSC Topic 606Revenue from Contracts with CustomerBhe standal
provides principles for recognizing revenue for ttesfer of promised goods or services to custemith the consideration to which the er
expects to be entitled in exchange for those gaodservices. The guidance will be effective for @iscal year beginning February 1, 2C
Early adoption is not permitted. We are currentrgleating the accounting, transition and disclos@@uirements of the standard and ca
currently estimate the financial statement impdetdoption.
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ITEM 7A. Quantitative and Qualitative Disclosures about Market Risk

Foreign currency exchange risk

Our results of operations and cash flows are stltfedluctuations due to changes in foreign curyeegchange rates, particule
changes in the Euro and British Pound Sterling. fduthe relative size of our international openagido date and the fact that the majorit
our international contracts are currently in U.8llats, our foreign currency exposure has beeiyfiimited. We anticipate that our exposur
foreign currency fluctuations will increase ovandi, and we initiated a limited hedging program 8sxlion certain currencies in fiscal 2(
For fiscal 2016 and beyond, we expect the numbeonofracts denominated in currencies other thatutBe dollars to increase.

Interest rate sensitivity

We had cash, cash equivalents and marketable Sesuotaling $1.9 billion as of January 31, 20C&sh equivalents and marketz
securities were invested primarily in U.S. agenbligations, U.S. treasury securities, U.S. corposacurities, commercial paper, and mc
market funds. The cash, cash equivalents and nadulkeesecurities are held for working capital pugsogOur investments are made for ca
preservation purposes. We do not enter into invesstenfor trading or speculative purposes.

Our cash equivalents and our portfolio of marketad#curities are subject to market risk due to ghsinin interest rates. Fixed r
securities may have their market value adversdbctdd due to a rise in interest rates, while figptrate securities may produce less inc
than expected if interest rates fall. Due in partiese factors, our future investment income rhagtdate due to changes in interest rates ¢
may suffer losses in principal if we are forcedétl securities that decline in market value duehtanges in interest rates. However, becau:
classify our marketable securities as “availablesfe,”no gains or losses are recognized due to changetenest rates unless such secul
are sold prior to maturity or declines in fair valare determined to be other-than-temporary.

An immediate increase of 10fasis points in interest rates would have resuitead $2 million market value reduction in our intrasn
portfolio as of January 31, 2015. All of our inwesints earn less than 100-basis points and asl& wsimmediate decrease of 1B8sis point
in interest rates would have increased the marletevby $2 million as of January 31, 2015. Thisneste is based on a sensitivity model
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 carryingeyadre recorded in other comprehensive incomeaandealized only if we sell the underly
securities.

At January 31, 2014, we had cash, cash equivatarisnarketable securities totaling $1.9 billioneTtxedincome portfolio was als
subject to interest rate risk; however, the risls wat material.
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Workdag,

We have audited the accompanying consolidated balaheets of Workday, Inc. as of January 31, 20852814, and the related consolid:
statements of operations, comprehensive loss, ftash, and redeemable convertible preferred stouk stockholders' equity (deficit) for et
of the three years in the period ended Januarp@15. These financial statements are the respdihsiti the Company's management.
responsibility is to express an opinion on thesarftial statements based on our audits.

We conducted our audits in accordance with thedstats of the Public Company Accounting OversightuBiogUnited States). Those stand.
require that we plan and perform the audit to obtaasonable assurance about whether the finastééments are free of mate
misstatement. An audit includes examining, on aldasis, evidence supporting the amounts and digidg in the financial statements. An @
also includes assessing the accounting princigded and significant estimates made by managenmemtelhas evaluating the overall finan
statement presentation. We believe that our apditgide a reasonable basis for our opinion.

In our opinion, the financial statements referre@ibove present fairly, in all material respedis, ¢onsolidated financial position of Workc
Inc. at January 31, 2015 and 2014, and the coraelidesults of its operations and its cash flawsfch of the three years in the period e
January 31, 2015, in conformity with U.S. generaltgepted accounting principles.

We also have audited, in accordance with the stadsdaf the Public Company Accounting Oversight Bo@dnited States), Workday, Ins.

internal control over financial reporting as of dary 31, 2015, based on criteria established werial Controlntegrated Framework issued
the Committee of Sponsoring Organizations of theatlvay Commission (2013 framework), and our regated March 25, 2015 expresse:
unqualified opinion thereon.

/sl Ernst & Young LLP
San Francisco, California
March 25, 2015
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Report of Independent Registered Public Accountingrirm
The Board of Directors and Stockholders of Workdag,

We have audited Workday, Ins.internal control over financial reporting as ahdary 31, 2015, based on criteria establishedterna
Controlintegrated Framework issued by the Committee ofnSpang Organizations of the Treadway Commissiddil®framework), (th
COSO criteria). Workday, Ins’management is responsible for maintaining effecinternal control over financial reporting, anat fts
assessment of the effectiveness of internal comivel financial reporting included in the accomgagyManagemen$ Report on Intern
Control Over Financial Reporting. Our responsibilg to express an opinion on the Comparipternal control over financial reporting ba
on our audit.

We conducted our audit in accordance with the statglof the Public Company Accounting Oversight @ nited States). Those stand:
require that we plan and perform the audit to ebtaasonable assurance about whether effectivenaiteontrol over financial reporting w
maintained in all material respects. Our auditudeld obtaining an understanding of internal cordgrar financial reporting, assessing the
that a material weakness exists, testing and etiafuthe design and operating effectiveness ofriratiecontrol based on the assessed risk
performing such other procedures as we considezeessary in the circumstances. We believe thahadit provides a reasonable basis fol
opinion.

A companys internal control over financial reporting is @@ess designed to provide reasonable assuranaeiregthe reliability of financi:
reporting and the preparation of financial stateimidor external purposes in accordance with gelyeealcepted accounting principles
companys internal control over financial reporting inclgddose policies and procedures that (1) pertatheéanaintenance of records tha
reasonable detail, accurately and fairly refleet ttansactions and dispositions of the assetseotdmpany; (2) provide reasonable assui
that transactions are recorded as necessary toitpgraparation of financial statements in accor@amdgth generally accepted accoun
principles, and that receipts and expenditureshef dompany are being made only in accordance withosizations of management :
directors of the company; and (3) provide reasanalssurance regarding prevention or timely deteatiounauthorized acquisition, use
disposition of the company’s assets that could lzanweterial effect on the financial statements.

Because of its inheretititations, internal control over financial repiog may not prevent or detect misstatements. Atsojections of an
evaluation of effectiveness to future periods atgexct to the risk that controls may become inadégjbecause of changes in conditions, o
the degree of compliance with the policies or pdoces may deteriorate.

In our opinion, Workday, Incmaintained, in all material respects, effectiveeinal control over financial reporting as of Jayuat, 201&
based on the COSO criteria.

We also have audited, in accordance with the stasdaf the Public Company Accounting Oversight Bo#united States), the fiscal 2(
consolidated financial statements of Workday, &rad our report dated March 25, 2015 expressed qualified opinion thereon.

/sl Ernst & Young LLP
San Francisco, California
March 25, 2015
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WORKDAY, INC.

CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)

January 31,
2015 2014
Assets
Current assets:
Cash and cash equivalents $ 298,19 $ 581,32¢
Marketable securities 1,559,51 1,305,25:
Accounts receivable, net of allowance for doub#fttounts of $1,262 and $783 188,35 92,18
Deferred costs 20,47 16,44¢
Prepaid expenses and other current assets 42,50: 28,44
Total current assets 2,109,03! 2,023,65
Property and equipment, net 140,13t 77,66¢
Deferred costs, noncurrent 20,99¢ 20,79:
Goodwill and acquisition-related intangible asseé, 34,77¢ 8,48¢
Other assets 53,68: 45,65¢
Total assets $ 2,358,63. $ 2,176,26!
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable $ 10,62: $ 6,21:
Accrued expenses and other current liabilities 24,13: 17,99¢
Accrued compensation 56,15 55,62(
Capital leases 3,201 9,371
Unearned revenue 547,15: 332,68.
Total current liabilities 641,26! 421,89(
Convertible senior notes, net 490,50: 468,41.
Capital leases, noncurrent — 3,58¢
Unearned revenue, noncurrent 85,59 80,88:
Other liabilities 15,29¢ 14,27:
Total liabilities 1,232,65 989,04
Commitments and contingencies (Note 11)
Stockholders’ equity:
Preferred stock, $0.001 par value; 10 million shaethorized as of January 31, 2015 and
January 31, 2014; no shares issued and outstaadiafjJanuary 31, 2015 and January 31, 2( — —
Class A common stock, $0.001 par value; 750 milibares authorized as of January 31, 2015 and
January 31, 2014; 105 million and 91 million shasssied and outstanding as of January 31,
2015 and January 31, 2014 104 aC
Class B common stock, $0.001 par value; 240 mikibares authorized as of January 31, 2015
January 31, 2014; 83 million and 92 million shasssied and outstanding as of January 31, 2
and January 31, 2014 (including 1 million and 2lioml shares subject to repurchase, legally
issued and outstanding as of January 31, 2015amdhdy 31, 2014) 82 91
Additional paid-in capital 1,948,301 1,761,15
Accumulated other comprehensive income (loss) (140) 26¢
Accumulated deficit (822,37) (574,389
Total stockholders’ equity 1,125,97! 1,187,21
Total liabilities and stockholders’ equity $ 2,358,63 $ 2,176,26!

See Notes to Consolidated Financial Statements
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WORKDAY, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(in thousands, except per share data)

Year Ended January 31,

2015 2014 2013

Revenues:

Subscription services $ 613,32( $ 354,16¢ $ 190,32(

Professional services 174,53. 114,76¢ 83,331
Total revenues 787,86( 468,93¢ 273,65
Costs and expensé's

Costs of subscription services 102,47t 69,19: 39,25

Costs of professional services 162,32 107,61! 77,28¢

Product development 316,86¢ 182,11¢ 102,66!

Sales and marketing 315,84( 197,37: 123,44(

General and administrative 106,05: 65,92: 48,88(
Total costs and expenses 1,003,56. 622,22( 391,52(
Operating loss (215,707 (153,28) (117,86
Other expense, net (30,27() (17,549 (1,209
Loss before provision for income taxes (245,97)) (170,83) (119,06¢)
Provision for income taxes 2,01( 1,67¢ 124
Net loss (247,98) (172,509 (119,190
Accretion of redeemable convertible preferred stock — — (56¢)
Net loss attributable to Class A and Class B comstookholders $ (247,98) $ (172,509 $ (119,759
Net loss per share attributable to Class A andsasommon stockholders, basit
and diluted $ (1.35) $ (1.0 $ (1.62)
Weighted-average shares used to compute net loshaee attributable to Class A
and Class B common stockholders 183,70: 171,29 74,01
@ Costs and expenses include shiaased compensation expenses as foll

Year Ended January 31,
2015 2014 2013

Costs of subscription services $ 6,05 $ 2,40¢ $ 601
Costs of professional services 12,89( 4,81¢ 1,31z
Product development 63,93¢ 21,64+ 3,52¢
Sales and marketing 29,87¢ 12,13 2,717
General and administrative 43,29:. 20,85( 7,17(

See Notes to Consolidated Financial Statements
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WORKDAY, INC.

CONSOLIDATED STATEMENTS OF COMPREHENSIVE LOSS
(in thousands)

Year Ended January 31,

2015 2014 2013

Net loss $ (247,98) $ (272,509 $ (119,190
Other comprehensive income (loss), net of tax:

Changes in foreign currency translation adjustment (52%) (72 4

Net change in unrealized gains on available-fog-galestments 11¢€ 273 69

Other comprehensive income (loss), net of tax: (409) 201 65

Comprehensive loss $ (248,39) $ (172,309 % (119,129

See Notes to Consolidated Financial Statements
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WORKDAY, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net loss to net cash plexviby (used in) operating
activities:
Depreciation and amortization
Share-based compensation expenses
Amortization of deferred costs
Amortization of debt discount and issuance costs
Donation of common stock to Workday Foundation
Other
Changes in operating assets and liabilities, nbusiness combinations:
Accounts receivable
Deferred costs
Prepaid expenses and other assets
Accounts payable
Accrued expense and other liabilities
Unearned revenue
Net cash provided by (used in) operating activities
Cash flows from investing activities:
Purchases of marketable securities
Maturities of marketable securities
Sales of available-for-sale securities
Business combinations, net of cash acquired
Purchases of property and equipment
Purchase of cost method investment
Purchase of other intangible assets
Other
Net cash provided by (used in) investing activities
Cash flows from financing activities:
Proceeds from initial public offering, net of issga costs
Proceeds from follow-on offering, net of issuanosts
Proceeds from borrowings on convertible senior siatet of issuance costs
Proceeds from issuance of warrants
Purchase of convertible senior notes hedges
Proceeds from issuance of common stock from empleggity plans
Principal payments on capital lease obligations
Shares repurchased for tax withholdings on vesifigstricted stock
Other
Net cash provided by (used in) financing activities
Effect of exchange rate changes
Net increase (decrease) in cash and cash equisalent
Cash and cash equivalents at the beginning of gherio
Cash and cash equivalents at the end of period
Supplemental cash flow data:
Cash paid for interest
Cash paid for taxes
Non-cash investing and financing activiti

Year Ended January 31,

2015 2014 2013
(247,98) $ (172,509 $ (119,191
59,20 34,69 17,72:
156,04¢ 61,85 15,32¢
19,28¢ 12,21¢ 11,36¢
24,17 14,39¢ —
— — 11,25(
2,92¢ 67¢ 56
(96,876) (25,03 (12,970)
(23,519 (21,077) (17,159
(15,529 (25,876) (9,877)
1,12¢ 3,547 (65)
3,96¢ 35,06¢ 17,58:
219,17 128,30! 97,16:
102,00: 46,26: 11,21
(1,737,84) (1,587,24)) (765,79
1,419,45. 983,24 111,57
53,18: — —
(26,317 — —
(103,64f) (60,725) (15,89¢)
(10,000 (2,000 —
— (15,000) —
1,00( (910) —
(404,16 (682,63 (670,119
— — 684,62
— 592,24 —
— 584,29 —
— 92,70¢ —
— (143,729 —
36,23¢ 23,69: 10,37(
(9,759 (12,129 (9,459
(8,291) (3,806) —
1,26€ 342 —
19,45t 1,133,61 685,53
(425) (72) 4
(283,13 497,16t 26,62¢
581,32 84,15¢ 57,52¢
298,19 $ 581,32( $ 84,15¢
6,86¢ $ 488 $ 1,31¢
94z — —



Property and equipment acquired under capital fease $ — ¢ 11%
Accretion of redeemable convertible preferred stock — —
Vesting of early exercised stock options 1,881 3,04:
Purchases of property and equipment, accrued lytaid 8,77¢ 1,61

See Notes to Consolidated Financial Statements
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WORKDAY, INC.
CONSOLIDATED STATEMENTS OF REDEEMABLE CONVERTIBLE P REFERRED STOCK

AND STOCKHOLDERS’ EQUITY (DEFICIT)
(in thousands, except share data)

Redeemable Accumulated Total
Convertible Convertible Other Stockholders’
Preferred Stock Preferred Stock Common Stock Additional Comprehensive Accumulated
Paid-In Equity
Shares Amounts Shares Amount Shares Amount Capital Income (Loss) Deficit (Deficit)
Balances as of January 31, 201230 389,69  $170,90  67,586,39 $ 68 3592437 $ 33 $ 10645 $ 3 $(282,12) $ (175,56)
Issuance of common stoc
under employee equity
plans — — — — 4,621,90: 8 2,41¢ — — 2,41¢
Vesting of early exercised
stock options — — — — — 2 2,44¢ — — 2,445
Grant of restricted stock
awards — — — — 1,240,00 — — — —
Share-based compensation _ _ _ — — — 15,32¢ — — 15,32¢
Conversion of preferred
stock to common stock  (30,389,69) (171,47) (67,586,39) (68) 97,976,08 98 171,44 — — 171,47:
Initial public offering, net
of issuance costs — — — — 26,162,50 26 684,59: — — 684,62(
Donation of shares to
Workday Foundation — — — — 500,00t — 11,25( — — 11,25(

Accretion of redeemable
convertible preferred stock

issuance costs — 56¢ — — — — — — (56€) (56¢)

Other comprehensive

income — — — — — — — 65 — 65

Net loss — — — — — — — — (119,191 (119,191
Balances as of January 31, 20 — % — — $ — 166,424,87 $16z $ 993,93 $ 68 $(401,88() $ 592,28

Issuance of common stock
under employee equity
plans — — — — 8,689,38. 10 23,68: — — 23,69:

Follow-on offering, net of
issuance costs — — — — 6,900,00! 7 592,23. — — 592,24:

Vesting of early exercised
stock options — — — — — 1 3,042 — — 3,04:

Vested restricted stock
units, net — — — — 41,77" — — — — _

Shares withheld for tax
withholding on vesting of

restricted stock — — — — — — (3,80€6) — — (3,80¢)

Share-based compensati — — = = — — 61,85 — — 61,85

Exercise of warrants _ — — — 1,350,001 1 _ _ _ 1

Excess tax benefits from

share-based compensati — — — — — — 34z — — 34z

Purchase of convertible

senior notes hedges — — — — — — (143,729 — — (143,729

Issuance of warrants — — — — — — 92,70¢ — — 92,70¢

Equity component of

convertible senior notes — — — — — — 140,89¢ — — 140,89¢

Other comprehensive

income — — — — — — — 201 — 201

Net loss — — — — — — — — (172,509 (172,509
Balances as of January 31, 20 — — — — 183,406,03 $181 $1,761,15 $ 26 $(574,38) $1,187,21

Issuance of common stock

under employee equity

plans — — — — 3,952,17. 4 36,23¢ — — 36,23¢

Vesting of early exercisel

stock options — — — — — — 1,881 — — 1,887

Vested restricted stock

units, net — — — — 1,057,85 1 — — — 1

Shares withheld for tax

withholding on vesting of

restricted stock — — — — — — (8,297) — — (8,2972)

Share-based compensation _ — — — _ _ 156,04 _ _ 156,04

Excess tax benefits from

chavi hacrAad AArmAnANnA~A +is 1 17C 1 17C



Other

— — — — — — 91 — — 91
Other comprehensive
income — — — — — — — (409 — (409
Net loss — — — — — — — — (247,98:) (247,98))
Balances as of January 31, 20 — — — — 188,416,05 $18¢ $1,94830 $ (140) $(822,37) $1,125,97

See Notes to Consolidated Financial Statements
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Note 1. Overview and Basis of Presentation

Company and Background

Workday provides financial management, human chpitanagement, and analytics applications desigredttfe world's large
companies, educational institutions, and governrmagencies. We offer innovative and adaptable tdolggdfocused on the consumer Inte
experience and cloud delivery model. Our appliceti@re designed for global enterprises to manageplex and dynamic operati
environments. We provide our customers highly aalalpt accessible and reliable applications to mawmaiical business functions that en:
them to optimize their financial and human capi¢slources. We were originally incorporated in Ma2€l05 in Nevada and in June 201\®&e
reincorporated in Delaware.

Fiscal Year

Our fiscal year ends on January 31. Referencdsdal 2015, for example, refer to the year endedidiy 31, 2015.

Basis of Presentation

These consolidated financial statements have bespaged in accordance with U.S. generally acceptedunting principles (GAAF
The consolidated financial statements include éselts of Workday, Inc. and its wholly-owned submiigs.

Use of Estimates

The preparation of consolidated financial stateméntconformity with GAAP requires us to make certastimates, judgments &
assumptions that affect the reported amounts aftsasmnd liabilities and disclosure of contingergeds and liabilities as of the date of
consolidated financial statements, as well as¢pented amounts of revenues and expenses duringpbeting period. These estimates incl
but are not limited to, the determination of théatige selling prices for our services, the recabdity of deferred commissions, cert
assumptions used in the valuation of equity awardsthe fair value of assets acquired and liagdiissumed through business combina
Actual results could differ from those estimates aoach differences could be material to our codstdid financial position and results
operations.

Segment information

We operate in oneperating segment, cloud applications. Operatirgmeats are defined as components of an enterpboiset avhict
separate financial information is evaluated redylby the chief operating decision maker, who s dhief executive officer, in deciding how
allocate resources and assessing performance. l@efr aperating decision maker allocates resources assesses performance based
discrete financial information at the consolidatedel. Since we operate in one operating segmdnteguired financial segment informati
can be found in the consolidated financial statémen

Note 2.  Summary of Significant Accounting Poligs

Revenue Recognition

We derive our revenues primarily from subscriptiegrvices fees and from professional services fiediding training. We se
subscriptions to our cloud applications throughtats that are generally thrgears in length. Our arrangements do not contaieig right:
of return. Our subscription contracts do not previdistomers with the right to take possession @stftware supporting the applications i
as a result, are accounted for as service contracts

We commence revenue recognition for our cloud apptins and professional services when all of tfiewing criteria are met:

e There is persuasive evidence of an arrangel

* The service has been or is being provided to tistoouer

» Collection of the fees is reasonably assured

» The amount of fees to be paid by the customexé&lfor determinabl

Subscription Services Revenues
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Subscription services revenues are recognizedlyadabr the contractual term of the arrangementrirégg on the date that our servic
made available to the customer, assuming all reveacognition criteria have been met.

Professional Services Revenues

Professional services revenues are generally réedjias the services are rendered for time andrialsteontracts, or on a proportio
performance basis for fixed price contracts. Thgontg of our professional services contracts areaotime and materials basis. Trair
revenues are recognized as the services are reldere

Multiple Deliverable Arrangements

For arrangements with multiple deliverables, wel@at® whether the individual deliverables qualiyy separate units of accounting
order to treat deliverables in a multiple delivéeabrrangement as separate units of accountingdehieerables must have standalone v
upon delivery. If the deliverables have standalealee upon delivery, we account for each deliveraaparately and revenue is recognize
the respective deliverables as they are delivelfiedne or more of the deliverables does not haanddlone value upon delivery,
deliverables that do not have standalone valugeanerally combined with the final deliverable witlthe arrangement and treated as a <
unit of accounting. Revenue for arrangements tceasea single unit of accounting is generally redoed over the subscription services pel
which is considered the final deliverable.

Subscription services contracts have standalones\ad we sell the subscriptions separately. Iraéténg whether professional servi
can be accounted for separately from subscript@mices, we consider the availability of the prsfesal services from other vendors,
nature of our professional services and whetheselleour applications to new customers without @ssfonal services. All of our professic
services have standalone value as of Februaryl?.20

When multiple deliverables included in an arrangetnage separable into different units of accountithg arrangement consideratio
allocated to the identified separate units of antiog based on their relative selling price. Mukigeliverable arrangements accoun
guidance provides a hierarchy to use when detengitiie relative selling price for each unit of aaeting. Vendorspecific objective eviden
(VSOE) of selling price, based on the price at \Wwhtlwe item is regularly sold by the vendor on ad#one basis, should be used if it exist
VSOE of selling price is not available, thipduty evidence (TPE) of selling price is used talelssh the selling price if it exists. VSOE andE
do not currently exist for any of our deliverabl@ecordingly, for arrangements with multiple deligbles that can be separated into diffe
units of accounting, we allocate the arrangementdethe separate units of accounting based obesatrestimate of selling price. The amc
of arrangement fee allocated is limited by contirigevenues, if any.

We determine our best estimate of selling pricedor deliverables based on our overall pricing ofyes, taking into considerati
market conditions and entigpecific factors. We evaluate our best estimatsetiing price by reviewing historical data relatedsales of ot
deliverables, including comparing the percentagesuo contract prices to our list prices. We alsmsider several other data points in
evaluation, including the size of our arrangemetits, cloud applications sold, customer demographius the numbers and types of u
within our arrangements.

Costs of Subscription Services

Costs of subscription services primarily consistosts related to providing our cloud applicatiocsmpensation and other employee
related expenses for data center staff, paymertatside service providers, data center and neinwgrxpenses and depreciation expenses.

Costs of Professional Services

Costs of professional services primarily consistadts related to providing deployment servicesingpation services and training &
include compensation and other employee-relatedreses for professional services staff, costs of@utbactors and travel.

Cash and Cash Equivalents

Cash and cash equivalents consist of highly ligoicestments with original maturities of three manthr less. Our cash equivaler
generally consist of investments in U.S. treaseqgusties, U.S. agency obligations, money marketifuand commercial paper. Cash and
equivalents are stated at fair value.
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Marketable Securities

Our marketable securities consist of U.S. agendigations, U.S. treasury securities, U.S. corpos#eurities, commercial paper, |
money market funds. We classify our marketable stes as available-fosale at the time of purchase and reevaluate sassification as «
each balance sheet date. We may sell these sesuatitiany time for use in current operations orotber purposes, such as consideratio
acquisitions, even if they have not yet reachedunitst As a result, we classify our investmentgluding securities with maturities beyc
twelve monthsas current assets in the accompanying consolidatizthce sheets. All marketable securities are decbat their estimated f
value. Unrealized gains and losses for availablesébe securities are recorded in other compreherisiz@me (loss). We evaluate |
investments to assess whether those with unrealas=sdpositions are other-théemporarily impaired. We consider impairments tootiee
than temporary if they are related to deteriorationredit risk or if it is likely we will sell thesecurities before the recovery of their cost b
Realized gains and losses and declines in valugeido be other-thatemporary are determined based on the specifidifaetion methor
and are reported in other expense, net in the tidased statements of operations.

Accounts Receivable and Allowance for Doubtful Acotus

Accounts receivable are recorded at the invoiceduanty) net of an allowance for doubtful accountse BHowance for doubtful accou
is based on our assessment of the collectabilitpazbunts. We regularly review the adequacy ofat@wvance for doubtful accounts
considering the age of each outstanding invoice tedcollection history of each customer to detaemihe appropriate amount of
allowance. Accounts receivable deemed uncollectatdecharged against the allowance for doubtfubacts when identified. For all peric
presented, the allowance for doubtful accountvidigtivas not significant.

Deferred Commissions

Deferred commissions earned by our sales forc¢hase that can be associated specifically with raaamcelable subscription contr:
Direct sales commissions are deferred when earnddaaortized over the same period that revenuesem@gnized for the related non-
cancelable subscription contract. The commissigmgants are paid in full after the customer has faidts first year of service.

Amortization of deferred commissions is includedgates and marketing in the accompanying conselibistatements of operations.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation. Depreciation is recordedgufiie straightine method over tf
estimated useful lives of the respective assetséleold improvements are depreciated over theeshafrthe estimated useful lives of the as
or the lease term.

Business Combinations

We use our best estimates and assumptions to &lguessign fair value to the tangible and intafggiissets acquired and liabilii
assumed as of the acquisition date. Our estimageimlaerently uncertain and subject to refinemBnuitting the measurement period, which |
be up to one year from the acquisition date, we neaprd adjustments to the fair value of theseitdagnd intangible assets acquired
liabilities assumed, with the corresponding oftsegoodwill.

In addition, uncertain tax positions and t&ated valuation allowances are initially estai#id in connection with a business combine
as of the acquisition date. We continue to colieédrmation and reevaluate these estimates andmgEns quarterly and record ¢
adjustments to our preliminary estimates to goddmibvided that we are within the measurement pkeridpon the conclusion of t
measurement period or final determination of the ¥alue of assets acquired or liabilities assumellichever comes first, any subseq
adjustments are recorded to our consolidated statenof operations.

Goodwill and Acquisition-Related Intangible Assets

Acquisitiontelated intangible assets with a finite life areoatized over their estimated useful lives. Goodusiltested for impairment
least annually, and more frequently upon the oenwoe of certain events. We completed our annuahimmgnt test in our fourth quarter, wh
did not result in any impairment of the goodwilldoace.

Unearned Revenue
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Unearned revenue primarily consists of customdinpd in advance of revenues being recognized foumsubscription contracts. \
generally invoice our customers for our subscripttntracts in annual or mulear installments. Our typical payment terms previda
customers pay a portion of the total arrangemenwfighin 30days of the contract date. Unearned revenue thattisipated to be recogniz
during the succeeding 12-month period is recordecliarent unearned revenue and the remaining pdgticecorded as noncurrent.

Convertible Senior Notes

In June 2013, we issued 0.75% convertible senidesndue July 15, 2018 (2018 Notes) with a princgmalount of $350.0 million
Concurrently, we issued 1.50% convertible senidesdue July 15, 2020 (2020 Notes) with a princgmabunt of $250.0 millioftogether witl
the 2018 Notes, referred to as the Notes). In adooy for the Notes, we separated them into liab#ind equity components. The carry
amount of the liability component was calculatednbgasuring the fair value of a similar liabilityathdoes not have an associated conve
feature. The carrying amount of the equity compomepresenting the conversion option was determimededucting the fair value of 1
liability component from the par value of the Notesa whole. This difference represents a debbdigcthat is amortized to interest expe
over the terms of the Notes. The equity comporemnibi remeasured as long as it continues to meatdhditions for equity classification.
accounting for the issuance costs related to thies\ave allocated the total amount incurred tolihiglity and equity components. Issua
costs attributable to the liability components &eing amortized to expense over the respectivestasfnthe Notes, and issuance c
attributable to the equity components were nettiéd the respective equity component in additioretign capital.

Advertising Expenses

Advertising is expensed as incurred. Advertisingemse was $20 million , $9 million and $7 millifor fiscal 2015, 2014 and 20:
respectively.

Share-Based Compensation

All share-based compensation to employees is medsbased on the gradate fair value of the awards and recognized ir
consolidated statements of operations over theogaturing which the employee is required to perf@@nvices in exchange for the aw
(generally the vesting period of the award). Wensstie the fair value of stock options granted ahdress issued under our employee s
purchase plan using the Black-Scholes option-pgiciodel. For restricted stock awards and unitsprtbrmancebased restricted stock un
fair value is based on the closing price of our own stock on the grant date. Compensation expsngedgnized over the vesting perior
the applicable award using the straight-line method

Compensation expense for non-employee stock opt#oaalculated using the Black-Scholes optwiting model and is recorded as
options vest. Noremployee options subject to vesting are requireldetperiodically revalued over their service peritiich is generally tt
same as the vesting period.

Income Taxes

We record a provision for income taxes for the @péited tax consequences of the reported resultpefations using the asset
liability method. Under this method, we recognizfailred tax assets and liabilities for the expedtgdre tax consequences of tempo
differences between the financial reporting and liagis of assets and liabilities, as well as fograpng loss and tax credit carryforwa
Deferred tax assets and liabilities are measurgd)uke tax rates that are expected to apply taltlexincome for the years in which those
assets and liabilities are expected to be realizesbttled. We record a valuation allowance to cedour deferred tax assets to the net an
that we believe is more likely than not to be rzedi.

We recognize tax benefits from uncertain tax posgionly if we believe that it is more likely thaot that the tax position will |
sustained on examination by the taxing authoriti@sed on the technical merits of the position. éutsh we believe that we have adequ
reserved for our uncertain tax positions, we cavige no assurance that the final tax outcome edahmatters will not be materially differe
As we expand internationally, we will face increi@®mplexity in determining the appropriate tavgdictions for revenue and expense ite
as a result, our unrecognized tax benefits wiktlijfkincrease in the future. We make adjustmentbdee reserves when facts and circumst:
change, such as the closing of a tax audit orefieament of an estimate. To the extent that thel fiax outcome of these matters is diffe
than the amounts recorded, such differences wiicathe provision for income taxes in the perindaihich such determination is made
could have a material impact on our financial ctindiand operating results. The provision for ineot@xes includes the effects of any acci
that we believe are appropriate, as well as tlaadInet interest and penalties.
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Warranties and Indemnification

Our cloud applications are generally warrantedegdgsm materially in accordance with our onlineghdbcumentation under normal
and circumstances. Additionally, our contracts gaihe include provisions for indemnifying customeegjainst liabilities if our cloL
applications contracts infringe a third pastyihtellectual property rights, and we may alsocumkabilities if we breach the security anc
confidentiality obligations in our contracts. Totelawe have not incurred any material costs, anchawe not accrued any liabilities in
accompanying consolidated financial statements, r@Esult of these obligations. We have entereddntwicelevel agreements with a majol
of our customers warranting defined levels of uptiraliability and performance and permitting thoastomers to receive credits or refund:
prepaid amounts related to unused subscriptioricesr to terminate their agreements in the etrattwe fail to meet those levels. To d
we have not experienced any significant failuresnet defined levels of reliability and performarasea result of those agreements and.
result, we have not accrued any liabilities reldtethese agreements in the consolidated finantaééments.

Foreign Currency Exchange

The functional currency for certain of our foreignbsidiaries is the U.S. dollar, while others useal currencies as their functio
currency. Adjustments resulting from translatingefgn functional currency financial statements ibt&. dollars for those entities that do
have U.S. dollars as their functional currencyragorded as part of a separate component of theolidated statements of comprehensive
Foreign currency transaction gains and lossesnateded in the consolidated statements of operaitionthe period. All assets and liabilit
denominated in a foreign currency are translatéol thS. dollars at the exchange rate on the balaheet date. Revenues and expense
translated at the average exchange rate duringathed. Equity transactions are translated usistphical exchange rates.

Concentrations of Risk and Significant Customers

Our financial instruments that are exposed to coimadons of credit risk consist primarily of caahd cash equivalents, market:
securities and accounts receivable. Our depositsegkfederally insured limits.

No single customer represented over 18f%ccounts receivable in the consolidated findrat@ements as of January 31, 2015 or 2
No single customer represented 010% of total revenues for any of the periods indbesolidated financial statements.

In order to reduce the risk aown time of our cloud applications, we have establd data centers in various geographic regiore
have internal procedures to restore services iretieat of disaster at one of our current data cdatdlities. We serve our customers and L
from data center facilities operated by third pestilocated in Ashburn, Virginia; Lithia Springss@gia; Portland, Oregon; Dublin, Ireland,;
Amsterdam, the Netherlands. Even with these praesdior disaster recovery in place, our cloud aagibns could be significantly interrup
during the implementation of the procedures tooresservices.

In addition, we rely on Amazon Web Services (AW&hich provides a distributed computing infrastruetyplatform for busine:
operations, to operate certain aspects of our @&syisuch as environments for development testiaming and sales demonstrations. .
disruption of or interference with our use of AW8wid impact our operations.

Recently Issued and Adopted Accounting Pronounceisen

On May 28, 2014, the FASB issued ASU 2014-9 regarddASC Topic 606Revenue from Contracts with CustomerEhe standal
provides principles for recognizing revenue for ttasfer of promised goods or services to custeméh the consideration to which the er
expects to be entitled in exchange for those gawdservices. The guidance will be effective for discal year beginning February 1, 2C
Early adoption is not permitted. We are currenthgleating the accounting, transition and discloseguirements of the standard and ca
currently estimate the financial statement impéetdoption.

Note 3. Marketable Securities

At January 31, 2015, marketable securities corssistehe following (in thousands):
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Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value
U.S. agency obligations $ 1,303,82° $ 422 (26) $ 1,304,23!
U.S. treasury securities 180,55¢ 91 (D] 180,64
U.S. corporate securities 99,61¢ 27 (13 99,63:
Commercial paper 89,98 — — 89,98
Money market funds 142,13 — — 142,13
$ 1,816,127 $ 54C (3C) $ 1,816,63
Included in cash and cash equivalents $ 257,12( % = —  $ 257,12(
Included in marketable securities $ 1,559,000 $ 54C (30) $ 1,559,51

At January 31, 2014, marketable securities corssistehe following (in thousands):

Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value
U.S. agency obligations $ 1,125,171 $ 334 (5C) $ 1,125,45.
U.S. treasury securities 536,74 88 47 536,78t
Commercial paper 62,99° — — 62,99°
U.S. corporate securities 11,77: 6 — 11,777
Money market funds 90,15¢ — — 90,15¢
$ 1,826,84. $ 42¢ 97 $ 1,827,117
Included in cash and cash equivalents $ 521,95¢ $ 3 37 $ 521,92;
Included in marketable securities $ 1,304,883 $ 42~ (6C) $ 1,305,25:

We do not believe the unrealized losses repregbat-thantemporary impairments based on our evaluation aflahle evidence, whic
includes our intent to hold these investments ttunitgt as of January 31, 2015. No marketable sé@esrheld as of January 31, 2015 have bee
in a continuous unrealized loss position for miwant12 months. During fiscal 2015, we sold $53iamilbf our available-fosale securities ar
the realized gain from the sale is immaterial.

Note 4. Deferred Costs

Deferred costs consisted of the following (in thends):

January 31,
2015 2014

Current:

Deferred professional service costs $ 3,60¢ $ 3,55¢

Deferred sales commissions 16,86" 12,89:
Total $ 20,47 $ 16,44¢
Noncurrent:

Deferred professional service costs $ 1,25¢ § 4,357

Deferred sales commissions 19,74« 16,44(
Total $ 20,99¢ $ 20,79°
Note 5. Property and Equipment

Property and equipment, net consisted of the fatigwin thousands):
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January 31,
2015 2014
Computers, equipment and software $ 139,56¢ $ 75,86
Computers, equipment and software acquired ungetatdeases 34,11 38,91:
Furniture and fixtures 13,08: 7,78
Leasehold improvements 47,49¢ 15,88t
234,25¢ 138,44¢
Less accumulated depreciation and amortization (94,129 (60,78:)
Property and equipment, net $ 140,13t $ 77,66¢

Depreciation expense was $46 million , $29 milleord $16 million for fiscal 2015, 2014 and 2Q¥8spectively. These amounts incl
depreciation of assets recorded under capital $eafs®9 million , $12 million and $10 million foistal 2015, 2014 and 2013, respectively.

Note 6. Business Combinations
Identified, Inc.

In February 2014, we acquired Identified, Inc., tfee purpose of enhancing search capabilities acelerating the delivery of predicti
analytics and machine learning throughout our softapplications. We have included the financiaules of the acquired company in
consolidated financial statements from the dateagjuisition. The consideration paid for this actjiois was $26 million, not including cas
acquired.

The following table summarizes the estimated failugs of assets acquired and liabilities assumedf dse date of acquisition |
thousands):

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

Developed technology 3,60(
Goodwill 23,82:

Total assets acquired 27,64¢
Accrued expenses and other current liabilities (1,257%)
Deferred tax liabilities —

Total liabilities assumed (1,257%)
Net assets acquired $ 26,39:

The excess of purchase consideration over thevidire of net tangible and identifiable intangiblesets acquired was recordec
goodwill. The fair values assigned to tangible atehtifiable intangible assets acquired and litibi assumed are based on managemer
estimates and assumptions.

Developed technology represents the estimated/édire of the acquired existing technology and imdpe@mortized over its estimai
remaining useful life of three years . The futustirmated amortization expense related to the dpeeldechnology is $1 milliofor each @
fiscal 2016 and 2017. Goodwill amounts are not dimed, but rather tested for impairment at leastuatly during the last three months of
fiscal year. The goodwill balance is not deductiioleU.S. income tax purposes.

Note 7. Goodwill and Acquisition-related Intangble Assets, Net

In February 2008, we acquired Cape Clear, an efigerpoftware company. In February 2014, we acduidentified, Inc. (see Note |
Our goodwill and a portion of our intangible assats attributed to these tva@quisitions. The intangible assets related t@tpiisition relate
to Cape Clear were fully amortized as of January2813.
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Goodwill and acquisition-related intangible assetssisted of the following (in thousands):

January 31,

2015 2014
Acquired developed technology $ 4,200 $ 60C
Customer relationship assets 33¢ 33¢

4,53¢ 93¢
Less accumulated amortization (2,077 (93¢
Acquisition-related intangible assets, net 2,461 —
Goodwill 32,31: 8,48¢
Goodwill and acquisition-related intangible asset, $ 3477¢ § 8,48¢
Note 8. Other Assets
Other assets consisted of the following (in thodsgn
January 31,
2015 2014

Issuance cost of convertible senior notes 854: % 10,62¢
Acquired land leasehold interest, net 9,88¢ 9,991
Technology patents, net 3,94 4,86¢
Cost method investment 10,00¢( —
Other 21,31( 20,17;
Total 53,68. $ 45,65¢

In fiscal 2015, we purchased 1.4 million sharesearies D preferred stock in a private company i@ #illion . The investment wi
recorded at cost as we do not have significanaémite over the company's operational or finan@hties.

In fiscal 2014, we acquired a 95 -year lease fér%acre parcel of land adjacent to our existing Pletmsg California leased facilitie
The lease affords us the opportunity to develogefépace for employees in Pleasanton, Califoivia.paid $10 milliorto acquire the lea
and $2 millionin prepaid rent through December 31, 2020. If carsibn does not commence by June 30, 2015, webeiltequired to mal
additional payments to the lessor, ranging fron2 $fillion to $1 millionbased on the length of the delay. In additionjsodl 2014, we signt
an agreement to acquire a portfolio of patent$fomillion with weighted-average useful remaining$ of six years.

As of January 31, 2015, our future estimated amatittn expense related to the acquired land leédéthierest and technology pate
are as follows (in thousands):

2016 $ 1,027
2017 1,025
2018 88¢
2019 52(
2020 467
Thereafter 9,90:
Total $ 13,82¢

Note 9. Fair Value Measurements
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We measure our financial assets and liabilitiefamtvalue at each reporting period using a failugahierarchy that requires that
maximize the use of observable inputs and minintiee use of unobservable inputs when measuringvigite. A financial instrumerg’
classification within the fair value hierarchy iaded upon the lowest level of input that is sigaifit to the fair value measurement. Three I
of inputs may be used to measure fair value:

Level 1 — Observable inputs that reflect quotedgsi(unadjusted) for identical assets or liabgitieactive 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 quotedeprfor identical instruments in active markets nvheailable. If we are unable
value our marketable securities using quoted prioesdentical instruments in active markets, wdueaour investments using indepent
pricing vendors’reports that utilize quoted market prices for corapke instruments. We validate, on a sample balsées,derived price
provided by the independent pricing vendors by canimg their assessment of the fair values of ouestments against the fair values of
portfolio balances of another third-party professiis pricing service. To date, all of our marketalgewsities can be valued using one of tl
two methodologies.

Based on our valuation of our marketable securities concluded that they are classified in eithevdl 1 or Level 2 and we have
financial assets or liabilities measured using Lévimputs. The following tables present informatiabout our assets that are measured ¢
value on a recurring basis using the above inpggoaies (in thousands):

Fair Value Measurements as of
January 31, 2015

Description Level 1 Level 2 Total
U.S. agency obligations $ — 1,304,23! $ 1,304,23!
U.S. treasury securities 180,64 — 180,64
U.S. corporate securities — 99,63: 99,63:
Commercial paper — 89,98 89,98«
Money market funds 142,13 — 142,13
$ 322,78t % 1,493,85 $ 1,816,63
Included in cash and cash equivalents $ 257,12(
Included in marketable securities $ 1,559,51

Fair Value Measurements as of
January 31, 2014

Description Level 1 Level 2 Total
U.S. agency obligations $ — 3 1,125,45. $ 1,125,45.
U.S. treasury securities 536,78t — 536,78t
Commercial paper — 62,997 62,99"
U.S. corporate securities — 11,777 11,777
Money market funds 90,15¢ — 90,15¢
$ 626,94 $ 1,200,221 $ 1,827,17
Included in cash and cash equivalents $ 521,92:
Included in marketable securities $ 1,305,25:
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Financial liabilities

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

January 31, 2015 January 31, 2014
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
0.75% Convertible senior notes $ 29527t $ 407,75( $ 281,35¢ $ 434,87
1.50% Convertible senior notes 195,22! 299,06 187,05: 319,21¢

The difference between the principal amount ofrtbtes, $350 million for the 0.75% convertible semotes and $250 milliofor the
1.50%convertible senior notes, and the carrying valygeasents the unamortized debt discount (see NQteTh@ estimated fair value of 1
convertible senior notes, which we have classifisdLevel 2 financial instruments, was determinesedaon the quoted bid price of
convertible senior notes in an over-the-counterketaon January 31, 2015 and January 31, 2014.

Based on the closing price of our common stock #4.46 on January 31, 2015, the if-converted valuth® 0.75%convertible senic
notes and the if-converted value of the 1.50% cdible senior notes were less than their respegtiirecipal amounts.

Derivative Financial Instruments

In order to manage certain exposures to currengstutions, we initiated a limited hedging programJuly 2014 by entering in
foreign currency forward contracts to hedge a partf our net outstanding monetary assets anditiabi These forward contracts are
designated as hedging instruments under applieaddeunting guidance, and therefore all changekerfair value of the forward contracts
reported in Other expense, net in our consolidatattments of operations. These forward contraetinéended to offset the foreign curre
gains or losses associated with the underlying taopeassets and liabilities. We do not enter img derivatives for trading or speculat
purposes.

As of January 31, 2015, we had outstanding forveamtracts with a total notional value of $10 mitliand all contracts have terms
less than sixty days to maturity. The fair valueoants of the derivative assets of $0.4 million aimel derivative liabilities of less tha$0.1
million as of January 31, 2015 are included in Prepaidresgseand other current assets and in Accrued aed airrent liabilities, respective
on our consolidated balance sheet. We are nottg fmaa master netting agreement with the respeatounterparties of the foreign excha
contracts and thus we are not permitted to ndegesinsactions of the same currency with a singteamount payable by one party to the o
We do not believe we are subject to significantnterparty concentration risk given the shirm nature, volume, and size of the derive
contracts outstanding.

During fiscal 2015, we recognized a net gain o#t#@illion on nonedesignated derivative instruments within Other esge net, in ol
consolidated statements of operations.

Our foreign currency contracts are classified withievel 2 because the valuation inputs are basedjumted prices and marl
observable data of similar instruments in activekegs, such as currency spot and forward rates.

Note 10. Convertible Senior Notes
Convertible Senior Notes

In June 2013, we issued 0.75% convertible senitesndue July 15, 2018 (2018 Notes) with a princgrabunt of $350 million The
2018 Notes are unsecured, unsubordinated obligatimd interest is payable in cash in arrearsfated rate of 0.75% on January 15
July 15 of each year, beginning on January 15, 2004e 2018 Notes mature on July 15, 2@ib8ess repurchased or converted in accorc
with their terms prior to such date. We cannot ezdéhe 2018 Notes prior to maturity.

Concurrently, we issued 1.50% convertible senidesidlue July 15, 2020 (2020 Notes) with a princgmabunt of $250 milliorftogethe
with the 2018 Notes, referred to as the Notes). 2020 Notes are unsecured, unsubordinated obligatib\Workday, and interest is payabl
cash in arrears at a fixed rate of 1.50% on Janifargnd July 15 of each year, beginning on Jani®n2014. The 2020 Notes mature
July 15, 202Qunless repurchased or converted in accordancethath terms prior to such date. We cannot redeesn2?0 Notes prior
maturity.
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The terms of the Notes are governed by Indentuyearinl between us and Wells Fargo Bank, Nationabéiation, as Trustee (t
Indentures). Upon conversion, holders of the Nui#isreceive cash, shares of Class A Common Stack combination of cash and share
Class A Common Stock, at our election.

For the 2018 Notes, the initial conversion rat&éd0075 shares of Class A Common Stock per $1p@@@ipal amount, which is equal
an initial conversion price of approximately $83(#8 share of Class A Common Stock, subject to adgrst. Prior to the close of busines:
March 14, 2018 the conversion is subject to the satisfactionesfain conditions as described below. For the 20@@s, the initial conversi
rate is 12.2340 shares of Class A Common Stocksp@&00principal amount, which is equal to an initial cension price of approximate
$81.74 per share of Class A Common Stock, subjeatijustment. Prior to the close of business ornchlaB, 202Q the conversion is subject
the satisfaction of certain conditions, as describelow.

Holders of the Notes who convert their Notes inrmrion with certain corporate events that constitu makewhole fundament
change (as defined in the Indentures) are, und&@iceircumstances, entitled to an increase irctiveversion rate. Additionally, in the even
a corporate event that constitutes a fundamentaigsh (as defined in the Indentures), holders ofthk=s may require us to repurchase all
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 comeor a portion of their Notes prior to the atosf business on March 14, 2018
the 2018 Notes and March 13, 2020 for the 2020 $yatemultiples of $1,000 principal amount, onlyden the following circumstances:

. if the last reported sale price of Class A Comnstock for at least twenty trading days duringeaiqr of thirty consecutiv
trading days ending on the last trading day ofitimaediately preceding calendar quarter is gredi@n br equal to 130%f the
conversion price of the respective Notes on eagpliagble trading day;

. during the five business day period after amg éionsecutive trading day period in which the tradinige per $1,000 princig
amount of the respective Notes for each day offtliatday consecutive trading day period was lbas 1998%of the product ¢
the last reported sale price of Class A CommonkSamel the conversion rate of the respective Natesuch trading day; or

. upon the occurrence of specified corporate evastspted in the Indentur

In accounting for the issuance of the Notes, weusgpd each of the Notes into liability and eqeitynponents. The carrying amount
the liability components were calculated by meagyuthe fair value of similar liabilities that do theave associated convertible features.
carrying amount of the equity components represgntihe conversion option were determined by dedgcthe fair value of the liabili
components from the par value of the respectivedlothese differences represent debt discountstbamortized to interest expense ove
respective terms of the Notes. The equity compan@mé not remeasured as long as they continue ®& the conditions for equi
classification.

We allocated the total issuance costs incurretlé®?018 Notes and 2020 Notes on a prorated basig e aggregate principal balan:
In accounting for the issuance costs related to2BE8 Notes and 2020 Notes, we allocated the totadunt of issuance costs incurre:
liability and equity components. Issuance costshaitable to the liability components are being #ized to interest expense over
respective terms of the Notes, and the issuands atisibutable to the equity components were dedtgainst the respective equity compon
in additional paid-in capital. For the 2018 Notes& recorded liability issuance costs of $7 milliand equity issuance costs of $2 million
Amortization expense for the liability issuancetsowas $1 millionfor both fiscal 2015 and 2014. For the 2020 Notes,recorded liabilit
issuance costs of $5 million and equity issuanatscof $2 million . Amortization expense for thalility issuance costs was $ 0.7 millianc
$0.4 million , respectively, for fiscal 2015 and120

The Notes consisted of the following (in thousands)
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January 31, 2015 January 31, 2014
2018 Notes 2020 Notes 2018 Notes 2020 Notes

Principal amounts:

Principal $ 350,000 $ 250,000 $ 350,000 $ 250,00(

Unamortized debt discoufit (54,72 (54,77Y (68,647) (62,947

Net carrying amount $ 295,27¢ $ 195,22 $ 281,35¢ $ 187,05:
Carrying amount of the equity componénht $ 74,89: $ 66,007 $ 74,89: $ 66,00"
@ Included in the consolidated balance sheets witlinvertible senior notes, net and amortized overémaining lives of the Notes

the straight-line basis as it approximates thectffe interest rate method.

@ Included in the consolidated balance sheets wihbutitional paid-in capital, net of $2 million and &illion for the 2018 Notes and 2C

Notes, respectively, in equity issuance cc
As of January 31, 2015, the remaining life of tB&& Notes and 2020 Notes is approximately 41 moentls65 months , respectively.
The effective interest rates of the liability compats of the 2018 Notes and 2020 Notes are 5.75%6#&b%, respectively. The:

interest rates were based on the interest ratesyifr liabilities at the time of issuance thadl diot have associated convertible features
following table sets forth total interest expenseognized related to the 2018 Notes and 2020 Nimtésousands):

Year Ended January 31,

2015 2014

2018 Notes 2020 Notes 2018 Notes 2020 Notes

Contractual interest expense $ 2628 $§ 375 $ 163t $ 2,33
Interest cost related to amortization of debt isseacosts 1,40¢ 674 87¢ 42(
Interest cost related to amortization of the dédtalint 13,91¢ 8,17 8,26¢ 4,83¢

Notes Hedges

In connection with the issuance of the 2018 Notes 2020 Notes, we entered into convertible notegghdchnsactions with respect to
Class A common stock (Purchased Options). The ReechOptions cover, subject to adhtiition adjustments substantially identical togaar
the Notes, approximately 7.3 millihares of our Class A common stock and are exéteisgon conversion of the Notes. The Purch
Options have initial exercise prices that corresptmthe initial conversion prices of the 2018 Notad 2020 Notes, respectively, subje:
anti-dilution adjustments substantially similarthmse in the Notes. The Purchased Options willrexipi 2018 for the 2018 Notes and2f2(
for the 2020 Notes, if not earlier exercised. ThecRased Options are intended to offset potentiahemic dilution to our Class A comrr
stock upon any conversion of the Notes. The Puszh@ptions are separate transactions and are riaifghe terms of the Notes.

We paid an aggregate amount of $144 million for Eherchased Options, which is included in Additiopaidin capital in th
consolidated balance sheets.

Warrants

In connection with the issuance of the 2018 Noted 2020 Notes, we also entered into warrant traimsecto sell warrants (tl
Warrants) to acquire, subject to anti-dilution adljnents, up to approximately 4.2 million shareguty 2018 and 3.1 million shares Jaly
2020 of our Class A common stock at an exerciseewf $107.96er share. If the warrants are not exercised on ¢ixercise dates, they w
expire. If the market value per share of our ClRRg®mmon stock exceeds the applicable exercise pfiche Warrants, the Warrants will h
a dilutive effect on our earnings per share assgrthiat we are profitable. The Warrants are separatsactions, and are not part of the t
of the Notes or the Purchased Options.

We received aggregate proceeds of $93 million ftbm sale of the Warrants, which is recorded in Addal paidin capital in th
consolidated balance sheets.
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Note 11. Commitments and Contingencies

Leases

We lease office space under noamcelable operating leases in the U.S. and othertdes with various expiration dates. Certairooi
office leases are with an affiliate of our Chairmiin. Duffield, who is also a significant stockheld(see Note 17).

In January, 2014 , we entered into a 95 -year leaase a 6.9 -acre parcel of vacant land, umtiech we paid $2 milliorfor base ret
from commencement through December 31, 2020. Amamilpayments of $0.2 millioplus increases based on increases in the consuine
index begin on January 1, 2021 and continue thrahghend of the lease. If construction does notroente by June 30, 2015, we will
required to make additional payments to the legsmging from $0.2 million to $1 milliobased on the length of the delay. As of Januat
2015, the future minimum lease payments by yeaeundn-cancelable leases are as follows (in thalgyan

Operating Operating Leases
Capital Leases Leases with Related Party
2016 $ 3,29: $ 16,68 $ 4,86¢
2017 — 22,58¢ 5,42¢
2018 — 21,42( 5,54¢
2019 — 15,22 5,66
2020 — 9,55¢ 5,78¢
Thereafter — 33,80« 23,69¢
329: $ 119,27: $ 50,99(
Less amount representing interest and taxes (86)
3,207
Less current portion 3,20i
Noncurrent $ —

The facility lease agreements generally providerémtal payments on a graduated basis and forrgptim renew, which could incre:
future minimum lease payments if exercised. We gaize rent expense on a straidihe basis over the period in which we benefit frime
lease and have accrued for rent expense incurreddbypaid. Rent expense was $21 million , $11liamilland $6 millionfor fiscal 2015, 201
and 2013, respectively.

Legal Matters

We are a party to various legal proceedings anighslavhich arise in the ordinary course of busin&sur opinion, as of January :
2015, there was not at least a reasonable possithiit we had incurred a material loss, or a nltéyss in excess of a recorded accrual,
respect to such loss contingencies.

Note 12. Common Stock and Stockholders’ Equity

Common Stock

In connection with our initial public offering inag@ober 2012 (IPO), we amended our certificate obiporation to provide for Class
common stock, Class B common stock and preferredkstUpon the closing of the IPO, all shares of thenoutstanding redeemal
convertible preferred stock and convertible preférstock automatically converted into an aggregh&8.0 millionshares of Class B comn
stock and an aggregate of 42.1 million shares pfteen-outstanding common stock converted intocaraenumber of Class B common stock.

In January 2014, we completed our follow-on offgrim which we issued 6.9 millioshares of our Class A common stock at a p
offering price of $89.00 per share. We receivedpreteeds of $592 million after deducting underwgtdiscounts and commissions i1
million and other offering expenses of $1 million .
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As of January 31, 2015, there were 105 million shanf Class A common stock and 83 millishares of Class B common st
outstanding. The rights of the holders of Classofnmon stock and Class B common stock are identialept with respect to voting &
conversion. Each share of Class A common stocktiler] to one vote per share and each share ais@acommon stock is entitled ter
votes per share. Each share of Class B common stothe converted into a share of Class A commmeksit any time at the option of
holder. All of our Class A and Class B shares wihvert to a single class of common stock upondhte that is the first to occur
(i) October 11, 2032, (ii) such time as the share€lass B common stock represent less thand®%he outstanding Class A and Clas
common stock, (iii) nine montHsllowing the death of both Mr. Duffield and Mr. Béri, and (iv) the date on which the holders of garity
of the shares of Class B common stock elect to edrall shares of Class A common stock and ClassrBmon stock into a single class
common stock.

Employee Equity Plans

Our board of directors adopted the 2012 Equity mtiwe Plan (EIP) in August 2012 which became efiecon October 10, 2012 a
serves as the successor to our 2005 Stock Plaatlfergwith the EIP, the Stock Plans). Pursuanh&térms of the EIP, the share res
increased by 9.2 million and 8.3 million sharespesctively on March 31, 2014 and 2013. As of JanBar 2015, we had approximate9.i
million shares of Class A common stock availablef@bure grants under the EIP.

We also have a 2012 Employee Stock Purchase PBIRRE Under the ESPP, eligible employees are gtamgons to purchase she
at the lower of 85% of the fair market value of #teck at the time of grant or 8564 the fair market value at the time of exercispti@ns tc
purchase shares are granted twice yearly on ortahme 1 and December 1 and exercisable on or dheutucceeding November 30
May 31, respectively, of each year. We commenceadficat purchase period under the ESPP on Jun®13.2Pursuant to the terms of
ESPP, the share reserve increased by 1.8 milliareston March 31, 2014. As of January 31, 2015ptlibn shares of Class A common st
were available for issuance under the ESPP. Foalfd015, 400,9868hares of Class A common shares were purchased thedl&SPP at
weighted-average price of $65.33 per share, resuiti cash proceeds of $26 million .

Donation to the Workday Foundation

In August 2012, with approval of the board of dioes, we donated 500,08Dares of Class B common stock to the Workday Fatiwra
We incurred a share-based charge of $11 mifiirthe value of the donated shares, which wasrdecbin general and administrative expt
in fiscal 2013.

Stock Options

The Stock Plans provide for the issuance of ingenéind nonstatutory options to employees andemployees. We have also iss
nonstatutory options outside of the Stock Plangiddp issued under the Stock Plans generally agecesable for periods not to exce#d
years and generally vest o\five years. A summary of information related to stock optawetivity during fiscal 2015 is as follows (in mdins
except share and per share data):

Weighted-
Outstanding Average Aggregate
Stock Exercise Intrinsic
Options Price Value
Balance as of January 31, 2014 20,706,20 $ 3.9 $ 1,77:
Stock option grants — —
Stock options exercised (3,668,93) 2.74
Stock options canceled (373,719 9.5¢€
Balance as of January 31, 2015 16,663,555 $ 406 $ 1,25¢
Vested and expected to vest as of January 31, 2015 16,371,99 $ 3.9¢ $ 1,23¢
Exercisable as of January 31, 2015 13,054,23 $ 3.1z $ 997

The total grant-date fair value of stock optionsted during fiscal 2015, 2014 and 2013 was $20Ganil] $27 million and $7 million
respectively. The total intrinsic value of the ops exercised during fiscal 2015, 2014 and 2013 $&isl million , $566 million an&7C
million , respectively. The intrinsic value is the diffecerbetween the current fair value of the stock thedexercise price of the stock opt
The weighted-average remaining contractual lifgested and expected to vest options as of Janda3035 is approximately 6.0 years.
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As of January 31, 2015, there was a total of $3iamiin unrecognized compensation cost related to uadestock options, which
expected to be recognized over a weighted-averagedoof approximately 2.2 years.

The options that are exercisable as of Januarg@15 have a weighted-average remaining contratifeabf approximately 5.8ears
The weighted-average remaining contractual lifewstanding options at January 31, 2015 is appratein 6.0 years.

Common Stock Subject to Repurchase

The Stock Plans allow for the early exercise otlstoptions for certain individuals as determinedtfsy board of directors. We have
right to purchase at the original exercise pricg amvested (but issued) common shares during {merchase period following termination
services of an employee. The consideration recefoedn exercise of an option is considered to lmeposit of the exercise price and
related dollar amount is recorded as a liabilithe Bhares and liabilities are reclassified intoitgcas the awards vest. As of January 31, !
and 2014, we had $4 million and $6 million respedi, recorded in liabilities related to early esises of stock options.

Restricted Stock Awards

The Stock Plans provide for the issuance of rasttistock awards to employees. Restricted stockdsagenerally vest over five years
Under the EIP, 1.0 million restricted awards of$5l&8 common stock are outstanding with weightedameegrant date fair value of $12.88ll
of which are subject to forfeiture as of JanuaryZ115. During fiscal 2015, 0.3 millioshares of restricted stock awards vested with vieg
average grant date fair value of $12.73 .

As of January 31, 2015, there was a total of $20amiin unrecognized compensation cost related to otstristock awards, which i
expected to be recognized over a weighted-averagedoof approximately 2.8 years.

Restricted Stock Units

The Stock Plans provide for the issuance of résttistock units to employees. Restricted stocksugénerally vest over four years
During fiscal 2015, we issued 3.7 millisestricted stock units of Class A common stock uride EIP with a weighted average grant date
value of $81.65 .

A summary of information related to restricted &toaoits activity during fiscal 2015 is as follows:

Weighted-Average

Number of Shares Grant Date Fair Value
Balance as of January 31, 2014 3,966,721 $ 70.72
Restricted stock units granted 3,724,13 81.6¢
Restricted stock units vested (1,055,78) 70.6¢4
Restricted stock units forfeited (225,94 75.11
Balance as of January 31, 2015 6,409,133, $ 76.9:¢

As of January 31, 2015, there was a total of $41Bom in unrecognized compensation cost related to o#sttistock units, which
expected to be recognized over a weighted-averagedoof approximately 3.0 years.
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Performance-based Restricted Stock Units

We granted 106,320 shares of performalbased restricted stock units (PRSUs) during the geded January 31, 2015, with a weig
average grant date fair value per share of $83Te PRSU awards, which were granted to all engdsy include performance conditi
related to companyde goals and service conditions. Following a deaim the performance condition in January 2018s¢hPRSU awar
will vest if the performance conditions are achiver the year ended January 31, 2016 and if thevichual employee continues to prov
service through the vesting date of March 15, 2016.

As of January 31, 2015, there was a total of $8aniin unrecognized compensation cost relatedltpeaformancebased restricted st
units, which is expected to be recognized over ighted-average period of approximately one year.

Share-Based Compensation to Employees

All sharebased payments to employees are measured baskd grant date fair value of the awards and receghiz the consolidat:
statements of operations over the period duringclvitihe employee is required to perform servicesxichange for the award (generally
vesting period of the award). We estimate the value of stock option awards and shares issuedruhdeESPP using the Bla8ehole
option-pricing model. We determine the assumptifonghe option-pricing model as follows:

Fair Value of Common Stock

Prior to our IPO, our board of directors considemedherous objective and subjective factors to deter the fair value of our comm
stock at each meeting at which awards were approMagl factors included, but were not limited t):c@ntemporaneous thingharty valuation
of our common stock; (ii) the prices, rights, prefeces and privileges of our preferred stock nedetid those of our common stock; (iii) the |
of marketability of our common stock; (iv) our agkwperating and financial results; (v) currentibass conditions and projections; and (Vi)
likelihood of achieving a liquidity event, suchas IPO or sale of our company, given prevailingkaaconditions.

Since our IPO, we have used the market closingedoc our Class A common stock as reported on tee Nork Stock Exchange
determine the fair value of our common stock aheaeeting at which awards were approved.

Risk-Free Interest Rate

The weighted-average, risk-free interest rate getan the rate for a U.S. Treasury zevopon issue with a term that approximate:
expected life of the option grant at the date dosethe option grant date.

Expected Term

The expected term represents the period that @reblased awards are expected to be outstanding. Teetex term assumptions w
determined based on the vesting terms, exercisestand contractual lives of the options.

Volatility

We determine the price volatility factor based lo@ historical volatility of our peer group's commnsinck.

Dividend Yield

We have not paid and do not expect to pay dividends

Assumptions

The estimation of stock awards that will ultimatelst requires judgment, and to the extent actsllts or updated estimates differ fi
our current estimates, such amounts will be recbiae a cumulative adjustment in the period themegtis are revised. We consider r
factors when estimating expected forfeitures, idirlg the types of awards and employee class. Acasallts, and future changes in estimi
may differ substantially from our current estimates

The assumptions used for the periods presentedageialows:
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Year Ended January 31,

Stock Options 2015 2014 2013
Expected volatility n/a 54.8% — 55.8% 54.3% — 61.1%
Expected term (in years) n/a 6.11 5-6.4
Risk-free interest rate n/a 0.9% - 1.8% 0.8% - 1.0%
Dividend yield n/a —% —%
Year Ended January 31,
ESPP 2015 2014 2013
Expected volatility 32.8% — 37.7% 27.7% — 30.4% n/a
Expected term (in years) 0.5 0.5 n/a
Risk-free interest rate 0.01% - 0.1% 0.1% n/a
Dividend yield —% —% n/a
Weighted-average grant date fair value per share $64.12 — 72.26 $52.88 — 68.43 n/a

Note 13. Other Expense, Net

Other expense, net consisted of the following lfusands):

Year Ended January 31,

2015 2014 2013

Interest income $ 296 $ 1,992 $ 56(
Interest expensé (31,060 (19,619 (1,369
Other income (expense) (2,170 77 (400
Other expense, net $ (30,270 % (17,549 $ (1,209

@ During fiscal 2015 and 2014, interest expense gesuthe contractual interest expense related t@Q@h8 Notes and 2020 Notes, non
cash interest related to amortization of the dé&dstalint and amortization of debt issuance costsKgge 10).

Note 14. Income Taxes

The components of income (loss) before provisiarifoome taxes were as follows (in thousands):

Year Ended January 31,

2015 2014 2013

Domestic $ (93,619 $ (49,657 $ (119,79)
Foreign (152,35) (121,179 727
Total $ (245,97) $ (170,83) $ (119,06¢)

The provision (benefit) for income taxes consistéthe following (in thousands):
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Year Ended January 31,

2015 2014 2013

Current:

Federal $ 9 3 60 $ (160

State 10€ 17¢ 42

Foreign 2,12¢ 1,44( 242

Total $ 232, $ 1,67¢ $ 124
Deferred:

Federal $ —  $ — % —

State — — —

Foreign (319 — _

Total (319 — _
Provision for income taxes $ 2,01C $ 1,67¢ $ 124

The items accounting for the difference betweernme taxes computed at the federal statutory inctaxeate and the provision -
income taxes consisted of the following:

Year Ended January 31,

2015 2014 2013
Federal statutory rate 35.C% 35.C% 35.C%
Effect of:
Foreign income at other than U.S. rates (22.5) (25.9) 0.2
Intercompany transactions (0.2 (36.9) —
Research tax credits 6.C 12.7% —
State taxes, net of federal benefit 0.€ 1.6 5.C
Changes in valuation allowance (15.9) 16.1 (37.9
Stock compensation (4.0 (3.9 (2.9
Other (0.7) (0.€) (0.2)
(0.% 1.0% (0.)%

As a result of our history of net operating losgbg, current federal and current state provisicenéit) for income taxes relates
accruals and adjustments to the interest and pes&ir uncertain tax positions and state minimuna eapital based income taxes. Current
deferred foreign income taxes are associated witmon-U.S. operations.

We had unrecorded excess stock option tax ber®f267 millionas of January 31, 2015. These amounts will be te@dd addition:
paid-in capital when the tax deduction is realinadhe income tax returns.
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Significant components of our deferred tax assedisliabilities were as follows (in thousands):

January 31, January 31,
2015 2014
Deferred tax assets:
Unearned revenue $ 29,090 $ 26,07¢
Other reserves and accruals 16,331 16,75:
Federal net operating loss carryforwards 82,43 82,00¢
State and foreign net operating loss carryforwards 23,04% 23,22:
Property and equipment 18,86¢ 11,75:
Share-based compensation 34,00¢ 12,09:
Research and development credits 38,73¢ 21,76
Other 4,767 2,64
247,28 196,30
Valuation allowance (177,217 (130,467
Deferred tax assets, net of valuation allowance 70,07¢ 65,84¢
Deferred tax liabilities:
Intercompany transactions (61,389 (61,707
Other prepaid assets (7,25%) (4,149
Other (789) —
(69,427 (65,844
Net deferred tax assets $ 651 $ —

We regularly assess the need for a valuation alleeagainst its deferred tax assets by considédtiy positive and negative evide
related to whether it is more-likely-thamot that our deferred tax assets will be realizecevaluating the need for a valuation allowance
consider the cumulative loss in recent years agréfisant piece of negative evidence.

As of January 31, 2015, we recorded a valuatiamwalhce of $177 milliorior the portion of the deferred tax asset that wendt expec
to be realized. The valuation allowance on ourdedérred tax assets increased by $47 million awcdedsed by $28 millioduring fiscal 201
and 2014, respectively. We will continue to reasstee future realization of the deferred tax assed adjust the valuation allowal
accordingly.

As of January 31, 2015, we had approximately $98[fom of federal, $650 million of state and $83lkoin of foreign net operating lo
carryforwards available to offset future taxableame. If not utilized, the federal and state netrafing loss carryforwards expire in vary
amounts between the years 2016 and 2035 . Theyfongit operating losses do not expire and may treeddorward indefinitely.

The net operating losses include amounts relating to the excess tax benefit of stuion exercises, which when realized will
recorded as a credit to additional paideapital. In December 2014, the Tax Increasevdmtion Act of 2014 was signed into law, wt
retroactively renewed expired provisions, includiegearch and development tax credits, througletioeof calendar year 2014. The ena
law did not impact our tax provision as the rettnec benefit of the research tax credit was fullyset by an increase in the valual
allowance. We also had approximately $35 milliorfeaferal and $33 millionf California research and development tax creatityforwards &
of January 31, 2015. The federal credits expirgarying amounts between the years 2025 and 203% California research credits do
expire and may be carried forward indefinitely.

Our ability to utilize the net operating loss amat tredit carryforwards in the future may be subjecsubstantial restrictions in the ey
of past or future ownership changes as defineckati@n 382 of the Internal Revenue Code of 198@masnded and similar state tax law.

We consider all undistributed earnings of our fgnesubsidiaries to be permanently invested in fpreiperations unless such earn
are subject to federal income taxes. Undistribaadhings of our foreign subsidiaries amounted for@apmately $0.2 millionat January 3
2015. Accordingly, no deferred tax liabilities haween recorded with respect to undistributed egmin
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of the foreign subsidiaries. Upon repatriationtadde earnings, in the form of dividends or otheewige would be subject to both U.S. ince
taxes (subject to an adjustment for foreign taxlitsg and potentially withholding taxes payablétie various foreign countries. Determina
of the amount of unrecognized deferred U.S. incaaxeliability is not practicable due to the comptes associated with its hypotheti
calculation.

A reconciliation of the gross unrecognized tax ligieas follows (in thousands):

Year Ended January 31,

2015 2014 2013
Unrecognized tax benefits at the beginning of gl $ 77,090 $ 15577 $ 10,70¢
Additions for tax positions taken in prior years 3,94¢ 1,92¢ 1,392
Reductions for tax positions taken in prior years (49 (20,987 —
Additions for tax positions related to the currgear 7,67¢ 70,56" 3,48(
Unrecognized tax benefits at the end of the period $ 88,66: $ 77,09C $ 15,57

Our policy is to include interest and penaltiesated to unrecognized tax benefits within our priovisfor income taxes. At each
January 31, 2015, 2014 and 2013 we had accruesghtef $1 million , $1 million and $0.4 millionrespectively. We had accrued penaltie
$1 million as of January 31, 2015, 2014 and 2013.

There are $2 milliorof potential benefits included in the balance ofewognized tax benefits at each January 31, 2001854 2and 201:
which if recognized, would affect the tax rate arrengs. We believe that it is reasonably possibi a decrease of up to $2 milliam
unrecognized tax benefits related to an acquirédidiary may be recognized due to a lapse in gtatulimitations which may occur within t
next 12 months.

We file federal, state and foreign income tax nesuin jurisdictions with varying statutes of lintitens. Due to our net operating |
carryforwards, our income tax returns generally aensubject to examination by federal and mostestatd foreign tax authorities. Dur
fiscal year 2015, the Internal Revenue Service loaieel its audit of our calendar 2011 and omenth period ended January 31, 2012 fel
tax returns and issued a final determination lefibe audit adjustments were immaterial.

Note 15. Net loss per share

Basic net loss per share attributable to commockbtmders is computed by dividing the net lossiaitable to common stockholders
the weightedaverage number of shares of common stock outstgrtliring the period. Diluted net loss per shareoimputed by giving effe
to all potential shares of common stock, including outstanding stock options, outstanding wartasdsimon stock related to unvested ¢
exercised stock options, common stock related t@sted restricted stock awards and convertibleoserttes to the extent dilutive. Basic
diluted net loss per share was the same for eadbdperesented, as the inclusion of all potent@hmon shares outstanding would have
anti-dilutive.

The net loss per share attributable to common bktidkrs is allocated based on the contractual gigation rights of the Class
common shares and Class B common shares as thshddr the year has been distributed. As thedafion and dividend rights are identi
the net loss attributable to common stockholdegdlisated on a proportionate basis.

We consider shares issued upon the early exertiggtions subject to repurchase and unvested ctstrstock awards to be participa
securities because holders of such shares havéorfeitable dividend rights in the event of our @&ation of a dividend for common shares
future periods, to the extent we are profitable,wile subtract earnings allocated to these paréitig securities from net income to detern
net income attributable to common stockholders.
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The following table presents the calculation ofibasid diluted net loss attributable to common ldtotders per share (in thousands,
except per share data):

Year Ended January 31,
2015 2014 2013
Class A Class B Class A Class B Class A Class B

Basic and diluted net loss attributable
Class A and Class B common
stockholders per share:

Numerator:

Allocation of distributed net loss
attributable to common stockholders $  (133,73() $ (114,24 $ (64,987 $ (107,52) $ (12,95) $ (106,809

Denominator:

Weighted-average common shares
outstanding 99,07( 84,63: 64,52¢ 106,76¢ 8,00¢ 66,00¢

Basic and diluted net loss per shate (1.35) $ (.35 $ (1.0) % (1.0) % (1.62) % (1.62)

The anti-dilutive securities excluded from the Weagaverage shares used to calculate the diluted sstder common share were
follows (in thousands):

Year Ended January 31,

2015 2014 2013

Outstanding common stock options and warrants (1) 16,66 20,70¢ 31,20¢
Shares subject to repurchase 1,16¢ 1,70¢ 2,91¢
Unvested restricted stock awards, units, and PRSUs 7,28 4,99¢ 1,50¢
Shares related to the convertible senior notes 7,261 7,261 —
Shares subject to warrants related to the issuainoenvertible senior notes 7,261 7,261 —
39,63t 41,93¢ 35,62t

@ Warrants to purchase 1.4 millighares were outstanding as of January 31, 201%arelexercised during fiscal 20

Note 16. Geographic Information

Revenue by geography is generally based on theessldif the customer as specified in our mastercsptisn agreement. The followil
tables set forth revenue by geographic area (inséads):

Year Ended January 31,

2015 2014 2013
United States $ 657,08 $ 39456: $ 226,00t
International 130,77! 74,37¢ 47,65
Total $ 787,86( $ 468,93t $ 273,65

Note 17. Related-Party Transactions

We currently lease certain office space from ailiaté# of our Chairman, Mr. Duffield, adjacent tarocorporate headquarters
Pleasanton, California under various lease agremmé€he term of the agreements is ten years antbtherent due under the agreement$3s
million for the fiscal year ended January 31, 20drid $ 56 million in total. Rent expense under éhagreements for fiscal 2015 and 2@dak
$4 million and $1 million , respectively.
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In June 2010, we entered into a capital lease aggeewith an affiliate of Mr. Duffield. The leasgraement provides for an equipn
lease financing facility to be drawn upon for puasés of certain equipment for use in our businpssations. The capital lease under
agreement was paid in full during the three moethded July 31, 2014 and the total amount paidsicafi2015 was less than $1 millioiThe
amounts paid under this agreement in fiscal 20042813 were $2 million and $4 million , respectel

Note 18. 401(k) Plan

We have a qualified defined contribution plan un8ection 401(k) of the Internal Revenue Code coggeligible employees. To de
we have not made any matching contributions toptss.

Note 19. Selected Quarterly Financial Data (unalited)

The following tables set forth selected unauditedrterly consolidated statements of operations fimtaach of the eight quarters
fiscal 2015 and 2014 (in thousands except per shete:

Quarter ended

January 31, October 31, July 31, April 30, January 31, October 31, July 31, April 30,
2015 2014 2014 2014 2014 2013 2013 2013

Consolidated
Statements of
Operations Data:

Total revenues  § 226,27. $ 215,07C % 186,78( $ 159,73 $ 141,86t $ 127,87. $ 107,55 $ 91,64¢

Operating loss (50,389 (51,46¢) (61,769 (52,089) (47,97¢) (40,399 (32,287 (32,629
Net loss (59,46¢) (59,91) (69,21%) (59,389 (55,98 (47,539 (35,979 (33,01H
Net loss per share (0.39) (0.39) (0.3¢) (0.39) (0.32) (0.27) (0.21) (0.20

ITEM 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTA NTS ON ACCOUNTING AND FINANCIAL DISCLOSURE

None.

ITEM 9A. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedurg

Under the supervision and with the participationoof management, including our principal executiféicer and principal financi
officer, we conducted an evaluation of the effemtigss of the design and operation of our disclosargrols and procedures, as define
Rules 13a-15(e) and 15d-15(e) under the Exchangiea8of the end of the period covered by this refibe Evaluation Date).

In designing and evaluating our disclosure contamld procedures, management recognizes that aclpslise controls and procedul
no matter how well designed and operated, can geownly reasonable assurance of achieving theedksontrol objectives. In addition,
design of disclosure controls and procedures naflgat the fact that there are resource constraindsthat management is required to app
judgment in evaluating the benefits of possibletagda and procedures relative to their co

Based on managemesitevaluation, our principal executive officer anthgipal financial officer concluded that our digslre contro
and procedures are designed to, and are effectjy@rdvide assurance at a reasonable level thahtbenation we are required to disclosi
reports that we file or submit under the Exchange i& recorded, processed, summarized and repuiithih the time periods specified
Securities and Exchange Commission rules and foand, that such information is accumulated and conicated to our manageme
including our CEO and chief financial officer, ggpaopriate, to allow timely decisions regardinguiegd disclosures.
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(b) Management’s Report on Internal Control Over Fnhancial Reporting

Our management is responsible for establishingnaaidtaining adequate internal control over finah@aorting (as defined in Rule 13a-

15(f) under the Exchange Act). Management conduatedssessment of the effectiveness of our inteordtol over financial reporting bas
on the criteria set forth in Internal Controlategrated Framework issued by the Committee ofnSpong Organizations of the Tready
Commission (2013 framework). Based on the assedsmemagement has concluded that its internal obwiver financial reporting wi
effective as of January 31, 2015 to provide reaslenassurance regarding the reliability of finahcéporting and the preparation of finan
statements in accordance with GAAP. Our independegistered public accounting firm, Ernst & YoungR, has issued an audit report v
respect to our internal control over financial ngy, which appears in Part Il, Item 8 of this Amh Report on Form 185 and is incorporate
herein by reference.

(c) Changes in Internal Control Over Financial Repating

Under the supervision and with the participationoof management, including our principal executiféicer and principal financi
officer, we conducted an evaluation of any charigesur internal control over financial reportings(auch term is defined in Rules 1Ba(d’
and 15d15(d) under the Exchange Act) that occurred duoangmost recently completed fiscal quarter. Basethat evaluation, our princig
executive officer and principal financial officeorrcluded that there has not been any material éhangur internal control over financ
reporting during our most recent quarter coveredhisy report that materially affected, or is reesay likely to materially affect, our interr
control over financial reporting.

(d) Limitations on Effectiveness of Controls and Pocedures and Internal Control over Financial Reporing

In designing and evaluating the disclosure contanld procedures and internal control over finan@abrting, management recogni
that any controls and procedures, no matter how dedigned and operated, can provide only reaseraddurance of achieving the des
control objectives. In addition, the design of thsare controls and procedures and internal cowotret financial reporting must reflect the
that there are resource constraints and that maregeis required to apply judgment in evaluating tienefits of possible controls :
procedures relative to their costs.

See Managemerst’ Report on Internal Control over Financial Repaytiabove and the Report of Independent Registerdiic
Accounting Firm on our internal control over fingaeporting in Item 8, which are incorporateddierby reference.

ITEM 9B. OTHER INFORMATION

None.

69




Table of Contents
PART IlI

ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPO RATE GOVERNANCE

The information concerning our directors, complamdgth Section 16(a) of the Exchange Act, our Alitmmittee and any change:
the process by which stockholders may recommendirme®s to the Board required by this Item are inomafed herein by reference
information contained in the Proxy Statement, ideig “Proposal No 1: Election of Directors”, “Diteecs and Corporate Governancaric
“Section 16(a) Beneficial Ownership Reporting Coiaipte.”

The information concerning our executive officegquired by this Item is incorporated herein by nerfiee to information contained in
Proxy Statement including “Named Executive Officensl Other Executive Management.”

We have adopted a code of ethics, our Code of Gundinich applies to all employees, including ounpipal executive officer, o
principal financial officer, and all other execwiv officers. The Code of Conduct is available on oWeb site ¢
http://www.workday.com/company/investor_relationgforate_governance.phpA copy may also be obtained without charge bytacing
Investor Relations, Workday, Inc., 6230 Stoneritigdl Road, Pleasanton, California 94588 or by ogll{925) 951-9000.

We plan to post on our Web site at the addresgitdescabove any future amendments or waivers ofdagte of Conduct.

ITEM 11. EXECUTIVE COMPENSATION

The information required by this Item is incorpadtherein by reference to information containedhie Proxy Statement, includi
“Directors and Corporate Governance” and “Execu@aenpensation.”

ITEM 12, SECURITY OWNERSHIP OF CERTAIN BENEFICIA L OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The information required by this Item is incorpadtherein by reference to information containedhie Proxy Statement, includi
“Security Ownership of Certain Beneficial Ownerslddanagement. ”

ITEM 13. CERTAIN RELATIONSHIPS AND RELATED TRANS ACTIONS AND DIRECTOR INDEPENDENCE

The information required by this Item is incorpedtherein by reference to information containedhie Proxy Statement, includi
“Directors and Corporate Governance” “Related Pargnsactions” and “Employment Arrangements aneimaification Agreements.”

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES

The information required by this Item is incorpadtherein by reference to information containedhie Proxy Statement, includi
“Proposal No. 2: Ratification of Appointment of kendent Registered Public Accounting Firm.”
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ITEM 15.

(a) Exhibits.The following exhibits are included herein or inporated herein by reference:

PART IV

EXHIBITS AND FINANCIAL STATEMENT SCHEDU LES

Incorporated by Reference

Exhibit Filed
No. Exhibit Form File No. Filing Date Exhibit No. Herewith
Restated Certificate of Incorporation of the
3.1 Registrant 10-Q 001-35680 October 31, 2012 3.1
3.2 Restated Bylaws of the Registrant 8-K 001-35680 March 13, 2013 3.1
4.1 Form of Registrant's Class A common S-UA 333183640  October 1, 2012 4.1
stock certificate
Form of Registrant’s Class B common
4.2 stock certificate S-8 333-184395 October 12, 2012 4.9
2018 Indenture dated June 17, 2013
4.3 between Workday, Inc. and Wells Fargo 8-K 001-35680 June 17, 2013 4.1
Bank, National Association
2020 Indenture dated June 17, 2013
4.4 between Workday, Inc. and Wells Fargo 8-K 001-35680 June 17, 2013 4.2
Bank, National Association
10.1 Form of Indemnification Agreement S-1 333-183640 August 30, 2012 10.1
2005 Stock Plan, as amended and form of
10.2t stock option and stock option exercise 10-Q 001-35680 June 5, 2013 10.12
agreement
10.3t 2012 Equity Incentive Plan S-8 333-187665 April 1, 2013 4.4
10.4 2012 Equity Incentive Plan form of S-1 333-183640  August 30, 2012 10.3
agreements
10.5t 2012 Employee Stock Purchase Plan S-1 333-183640 August 30, 2012 104
Offer Letter between Michael A. Stankey
10.67 and the Registrant, dated September 4, S-1 333-183640 August 30, 2012 10.5
Offer Letter between James P. Shaughnessy
10.77 and the Registrant, dated July 7, 2011 S-1 333-183640 August 30, 2012 10.6
Offer Letter between Mark S. Peek and the
10.8t Registrant, dated April 9, 2012, as amended S-1 333-183640 August 30, 2012 10.7
May 22, 2012
Offer Letter between James J. Bozzini and
10.9 the Registrant dated December 4, 2006 10-K 001-365680 March 31, 2014 10.9
Office Lease Agreement, dated
September 18, 2008, between Registrant
10.1 and 6200 Stoneridge Mall Road Investors, S-1 333-183640 August 30, 2012 10.8
LLC
Restated and Amended Pleasanton Ground
Lease by and between San Francisco Bay
Area Rapid Transit District and
10.1 CREA/Windstar Pleasanton, LLC and 10-K 001-365680 March 31, 2014 10.11
related assignment agreement dated Jar
30, 2014
10.1 Sub-Sublease, dated September 22, 2008, g ) 333-183640  August30,2012  10.9

between Registrant and E-Loan, Inc
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Incorporated by Reference

Exhibit Filed
No. Exhibit Form File No. Filing Date Exhibit No. Herewith
Stock Restriction Agreement, by and
10.1 among the Registrant, David A. Duffield S-1/A 333-183640 October 1, 2012 10.11
and Aneel Bhusri
Form of Convertible Bond Hedge
10.2 Confirmation (2018) 8-K 001-35680 June 17, 2013 99.1
10.2 Form of Warrant Confirmation (2018) 8-K 001-35680 June 17, 2013 99.2
Form of Convertible Bond Hedge
10.2 Confirmation (2020) 8-K 001-35680 June 17, 2013 99.3
10.2 Form of Warrant Confirmation (2020) 8-K 001-35680 June 17, 2013 99.4
Form of Additional Convertible Bond
10.2 Hedge Confirmation (2018) 8-K 001-35680 June 24, 2013 99.1
10.2 (FZO(I)’TS)Of Additional Warrant Confirmation 8-K 001-35680 June 24, 2013 99.2
Form of Additional Convertible Bond
10.2 Hedge Confirmation (2020) 8-K 001-35680 June 24, 2013 99.3
10.2 l(zzoor;no)of Additional Warrant Confirmation 8-K 001-35680 June 24, 2013 994
21.1 List of Subsidiaries of Registrant
231 Consent of Independent Registered Public
’ Accounting Firm
041 Power of Attorney (see page 81 to this X
Report)
Certification of Periodic Report by
311 Principal Executive Officer under X
' Section 302 of the Sarbanes-Oxley Act of
2002
Certification of Periodic Report by
312 Principal Financial Officer under X
' Section 302 of the Sarbanes-Oxley Act of
2002
Certification of Chief Executive Officer
39 1 Pursuant to 18 U.S.C. Section 1350 as X
' Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer
30 o Pursuant to 18 U.S.C. Section 1350 as X
' Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
101.INS XBRL Instance Document
XBRL Taxonomy Extension Schema
101.SCH Document
101.CAL X_BRL Taxonomy Extension Calculation X
Linkbase Document
101.DEE X_BRL Taxonomy Extension Definition X
Linkbase Document
XBRL Taxonomy Extension Label
101.LAB Linkbase Document X
XBRL Taxonomy Extension Presentation
101.PRE Linkbase Document X
T Indicates a management contract or compensatom
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*

As contemplated by SEC Release No. 33-8212¢tkekibits are furnished with this Annual ReportFammm 10-K and are not deemed
filed with the Securities and Exchange Commissiodh @e not incorporated by reference in any filigVorkday, Inc. under the

Securities Act of 1933 or the Exchange Act of 198Hether made before or after the date hereofmesipective of any general
incorporation language in such filings.
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SIGNATURES

Pursuant to the requirements of Section 13 or 186{dhe Securities Exchange Act of 1934, the Regsthas duly caused this Ann
Report on Form 16 to be signed on its behalf by the undersigneeleinto duly authorized, in the City of Pleasanftiate of California, ¢
this 25th day of March, 2015.

WORKDAY, INC.

/sl Mark S. Peek

Mark S. Peek
Chief Financial Officer

POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each pergbose signature appears below constitutes anoirgpMark S. Pee
or James P. Shaughnessy, or any of them, his ayteinfact, for such person in any and all capacitiesigm any amendments to this re|
and to file the same, with exhibits thereto, arfteotdocuments in connection therewith, with theuides and Exchange Commission, hel
ratifying and confirming all that either of said@neys-in-fact, or substitute or substitutes, rdayr cause to be done by virtue hereof.

Pursuant to the requirements of the Securities &xgh Act of 1934, this report has been signed bélpthe following persons on bet
of the Registrant and in the capacities and ord#tes indicated.

Signature Title Date

/s/ David A. Duffield Chairman March 25, 2015
David A. Duffield

/sl Aneel Bhusri Chief Executive Officer March 25, 2015
Aneel Bhusri (Principal Executive Officer)
Is/ Mark S. Peek Chief Financial Officer March 25, 2015
Mark S. Peek (Principal Financial and Accounting Officer)
/sl A. George Battle Director March 25, 2015

A. George Battle

/sl Christa Davies Director March 25, 2015

Christa Davies

/s/ Michael M. McNamara Director March 25, 2015

Michael M. McNamara

/sl George J. Still, Jr. Director March 25, 2015
George J. Still, Jr.

/sl Jerry Yang Director March 25, 2015
Jerry Yang
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Exhibit

Exhibit

EXHIBIT INDEX

Incorporated by Reference

Form

File No.

Filing Date

Exhibit No.

Filed
Herewith

3.1
3.2
4.1

4.2

4.3

4.4

10.1

10.2%

10.3f
10.4
10.5t

10.61

10.7t

10.8t

10.9

10.10

10.11

10.12

10.14

Restated Certificate of Incorporation of
the Registrant

Restated Bylaws of the Registrant
Form of Registrant’s Class A common
stock certificate

Form of Registrant’s Class B common
stock certificate

2018 Indenture dated June 17, 2013
between Workday, Inc. and Wells Fargo
Bank, National Association

2020 Indenture dated June 17, 2013
between Workday, Inc. and Wells Fargo
Bank, National Association

Form of Indemnification Agreement
2005 Stock Plan, as amended and form

of stock option and stock option exercise

agreement
2012 Equity Incentive Plan

2012 Equity Incentive Plan form of
agreements

2012 Employee Stock Purchase Plan

Offer Letter between Michael A.
Stankey and the Registrant, dated
September 4, 2009

Offer Letter between James P.
Shaughnessy and the Registrant, dated
July 7, 2011

Offer Letter between Mark S. Peek and
the Registrant, dated April 9, 2012, as
amended May 22, 2012

Offer Letter between James J. Bozzini
and the Registrant dated December 4,
2006

Office Lease Agreement, dated

September 18, 2008, between Registrant

and 6200 Stoneridge Mall Road
Investors, LLC

Restated and Amended Pleasanton
Ground Lease by and between San
Francisco Bay Area Rapid Transit
District and CREA/Windstar Pleasanton,
LLC and related assignment agreement
dated January 30, 2014

Sub-Sublease, dated September 22,
2008, between Registrant and E-Loan,
Inc

Stock Restriction Agreement, by and
among the Registrant, David A. Duffield
and Aneel Bhusri

10-Q
8-K
S-1/A

S-8

8-K

8-K
S-1
10-Q

S-8
S-1
S-1

S-1

S-1

S-1

10-K

S-1

10-K

S-1

S-1/A

75

001-35680
001-35680
333-183640

333-184395

001-35680

001-35680

333-183640

001-35680

333-187665
333-183640
333-183640

333-183640

333-183640

333-183640

001-365680

333-183640

001-365680

333-183640

333-183640

October 31, 2012
March 13, 2013
October 1, 2012

October 12, 2012

June 17, 2013

June 17, 2013
August 30, 2012
June 5, 2013

April 1, 2013
August 30, 2012
August 30, 2012

August 30, 2012

August 30, 2012

August 30, 2012

March 31, 2014

August 30, 2012

March 31, 2014

August 30, 2012

October 1, 2012

3.1
3.1
4.1

4.9

41

4.2

10.1

10.12

4.4
10.3
10.4

10.5

10.6

10.7

10.9

10.8

10.11

10.9

10.1
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Exhibit Exhibit Incorporated by Reference Filed
No. Form File No. Filing Date Exhibit No. Herewith
10.15 Form of Convertible Bond Hedge 8-K 001-35680  June 17, 2013 99.1

Confirmation (2018)
10.16 Form of Warrant Confirmation (2018) 8-K 001-35680 June 17, 2013 99.2

Form of Convertible Bond Hedge
Confirmation (2020)

10.18 Form of Warrant Confirmation (2020) 8-K 001-35680 June 17, 2013 99.4
Form of Additional Convertible Bond

10.17 8-K 001-35680 June 17, 2013 99.3

10.19 Hedge Confirmation (2018) 8-K 001-35680 June 24, 2013 99.1
Form of Additional Warrant

10.20 Confirmation (2018) 8-K 001-35680 June 24, 2013 99.2
Form of Additional Convertible Bond

10.21 Hedge Confirmation (2020) 8-K 001-35680 June 24, 2013 99.3

10.22 Form of Additional Warrant 8-K 001-35680  June 24, 2013 99.4

Confirmation (2020)
21.10 List of Subsidiaries of Registrant. X

Consent of Independent Registered
Public Accounting Firm

Power of Attorney (see page 81 to this
Report)

Certification of Periodic Report by
Principal Executive Officer under
Section 302 of the Sarbanes-Oxley Act
of 2002

Certification of Periodic Report by
Principal Financial Officer under
Section 302 of the Sarbanes-Oxley Act
of 2002

Certification of Chief Executive Officer
Pursuant to 18 U.S.C. Section 1350 as
Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

Certification of Chief Financial Officer
Pursuant to 18 U.S.C. Section 1350 as
Adopted Pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document X

XBRL Taxonomy Extension Schema
Document

XBRL Taxonomy Extension Calculation
Linkbase Document

XBRL Taxonomy Extension Definition
Linkbase Document

XBRL Taxonomy Extension Label
Linkbase Document

XBRL Taxonomy Extension
Presentation Linkbase Document

23.10

24.10

31.10

31.20

32.1*

32.2*

101.SCH
101.CAL
101.DEF
101.LAB

101.PRE

t Indicates a management contract or compensatom
* As contemplated by SEC Release No. 33-8212¢tkehibits are furnished with this Annual Reportrammm 10-K and are not deemed
filed with the Securities and Exchange Commissiadh @e not incorporated by reference in any filing
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of Workday, Inc. under the Securities Act of 1933he Exchange Act of 1934, whether made befomter the date hereof and
irrespective of any general incorporation languiagguch filings.

77



SUBSIDIARIES AS OF JANUARY 31, 2015

Exhibit 21.1

Name Jurisdiction
Canada Workday ULC Canada
Identified, Inc. Delaware
Tri-Valley Reseller, LLC Delaware
Vineyard Sound, LLC Delaware
Workday (Beijing) Co., Ltd China

Workday (NZ) Unlimited
Workday (UK) Limited
Workday Asia Pacific Limited
Workday Australia Pty. Ltd.
Workday B.V.

Workday Denmark Aps
Workday Espafia SL
Workday France

Workday Global, Inc
Workday GmbH

Workday International Limited
Workday K.K.

Workday Limited

Workday Polska sp. z.0.0
Workday Sweden Aktiebolag

New Zealand
United Kingdom
Hong Kong
Australia
Netherlands
Denmark
Spain
France
Delaware
Germany
Ireland
Japan
Ireland
Poland
Sweden



Consent of Independent Registered Public Accountingirm
We consent to the incorporation by reference irfalewing Registration Statements:

1) Registration Statement (Form S-8 No. 3#4#395) pertaining to the 2012 Equity IncentivenPthe 2012 Employee Stc
Purchase Plan, the 2005 Stock Plan, as amendethahtbn-Plan Stock Option Agreements of Workday, |

2) Registration Statement (Form S-8 No. 3##665) pertaining to the 2012 Equity IncentivenRé&Workday, Inc

3) Registration Statement (Form S-3ASR No. 383332) and related Prospectus of Workday, InctHerregistration «
Class A common stock, and

4) Registration Statement (Form S-8 No. 3394934) pertaining to the 2012 Equity IncentivarPand the 2012 Employ
Stock Purchase Plan of Workday, Inc.;

of our reports dated March 25, 2015, with respethé consolidated financial statements of Workdiay, and the effectiveness
internal control over financial reporting of Workdanc. included in this Annual Report (Form K§-of Workday, Inc. for the ye
ended January 31, 2015.

/sl Ernst & Young LLP

San Francisco, California
March 25, 2015



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 annual report on FornK16F Workday, Inc.

2. Based on my knowledge, this report does not cortaynuntrue statement of a material fact or omgtéde a material fact necessary to
make the statements made, in light of the circuntsts under which such statements were made, niatauisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statememd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtfe periods presented in this report;

4, The registrant’s other certifying officer(s)danare responsible for establishing and maintgmisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant anddiav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedatee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being preszh

b. Designed such internal control over finanagglarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princjples

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

d. Disclosed in this report any change in thegtegnt's internal control over financial reportitigt 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 regasit's internal control over financial reporting;dan

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

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: March 25, 2015 By: /s/ Aneel Bhusri

Aneel Bhusri
Chief Executive Officer
(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 annual report on FornK16F Workday, Inc.

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortamstate a material fact necessary to
make the statements made, in light of the circuntsts under which such statements were made, nistauisg with respect to the
period covered by this report;

3. Based on my knowledge, the financial statemeamd other financial information included in théport, fairly present in all material
respects the financial condition, results of operstand cash flows of the registrant as of, amgtfe periods presented in this report;

4, The registrant’s other certifying officer(s)dainare responsible for establishing and maintgimisclosure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15@))%nd internal control over financial reportirag @efined in Exchange Act Rules
13a-15(f) and 15d-15(f)) for the registrant andéiav

a. Designed such disclosure controls and procedareaused such disclosure controls and procedaorge designed under our
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made known to
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b. Designed such internal control over finanaggiarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repogiand the preparation of
financial statements for external purposes in atmuce with generally accepted accounting princijples

c. Evaluated the effectiveness of the registradisslosure controls and procedures and presenttisi report our conclusions about
the effectiveness of the disclosure controls adguiures, as of the end of the period coveredibydport based on such
evaluation; and

d. Disclosed in this report any change in thegtegnt’s internal control over financial reportitigat 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 regsit's internal control over financial reporting;dan

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

a. All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which a
reasonably likely to adversely affect the regisfeaability to record, process, summarize and refioancial information; and

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

Date: March 25, 2015 By: /s/ Mark S. Peek
Mark S. Peek
Chief Financial Officer
(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. $&etl350, as adopted pursuant to Section 906 db#tbane®xley Act of 2002, that, t
my knowledge, the Annual Report of Workday, Inc.Fammm 10-K for the year ended January 31, 201Y ftdimplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh1934 and the information contained in suchnt@0-K fairly presents, in all material
respects, the financial condition and results @rapons of Workday, Inc.

Date: March 25, 2015 By: /s/ Aneel Bhusri
Aneel Bhusri
Chief Executive Officer
(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. Becl350, as adopted pursuant to Section 906 cb#ibane®©xley Act of 2002, that, 1
my knowledge, the Annual Report of Workday, Inc.Fammm 10-K for the year ended January 31, 201Y ftdimplies with the requirements of
Section 13(a) or 15(d) of the Securities Exchangeoh1934 and the information contained in suchnt@0-K fairly presents, in all material
respects, the financial condition and results @rapons of Workday, Inc.

Date: March 25, 2015 By: /s/ Mark S. Peek
Mark S. Peek
Chief Financial Officer
(Principal Financial Officer)




