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PART I. FINANCIAL INFORMATION

ITEM 1. FINANCIAL STATEMENTS

Condensed Consolidated Balance Sheets

Assets
Current assets:
Cash and cash equivalents
Marketable securities
Accounts receivable, net
Deferred costs
Prepaid expenses and other current assets
Total current assets
Property and equipment, net
Deferred costs, noncurrent
Goodwill and acquisition-related intangible assp&,
Other assets
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable
Accrued expenses and other current liabilities
Accrued compensation
Capital leases
Unearned revenue
Total current liabilities
Convertible senior notes, net
Unearned revenue, noncurrent
Other liabilities
Total liabilities
Stockholders’ equity:
Common stock
Additional paid-in capital

Accumulated other comprehensive income (loss)

Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

@ Amounts as of January 31, 2015 were derived fraatimuary 31, 2015 audited financial statem

See Notes to Condensed Consolidated Financialnstats.

Workday, Inc.

(in thousands)
(unaudited)

July 31, January 31,

2015 2015®
230,57¢ $ 298,19.
1,676,35. 1,559,51
156,28. 188,35
18,90¢ 20,47:
58,41: 42,50:
2,140,52! 2,109,03
172,70: 140,13t
20,78 20,99¢
42,95; 34,77¢
66,91¢ 53,68:
2,443,88. $ 2,358,63
23,66¢ $ 10,62
31,70¢ 24,13:
48,34, 56,15:
745 3,207
601,80° 547,15:
706,27 641,26!
502,04! 490,50:
81,28: 85,59
22,31 15,29¢
1,311,90! 1,232,65
19C 18€
2,084,81! 1,948,301
32C (240
(953,35() (822,37)
1,131,97! 1,125,97!
2,443,88. $ 2,358,63.
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Workday, Inc.

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

(unaudited)
Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014
Revenues:
Subscription services $ 223,74. % 143,65: 424,73! % 267,05¢
Professional services 58,95« 43,12¢ 108,91¢ 79,45¢
Total revenues 282,69t 186,78( 533,65: 346,51
Costs and expensés:
Costs of subscription services 35,28" 24,37: 67,06¢ 45,83:
Costs of professional services 56,79: 41,26 102,92 77,22’
Product development 115,34! 77,46¢ 214,68( 142,63!
Sales and marketing 106,43( 78,52 201,32! 146,69(
General and administrative 36,48: 26,92: 68,69¢ 47,98!
Total costs and expenses 350,33t 248,54 654,69 460,36
Operating loss (67,640 (61,769 (121,049 (113,85)
Other expense, net (3,779 (6,959 (12,01% (13,957
Loss before provision for (benefit from) incomedax (71,419 (68,727 (132,059 (127,809
Provision for (benefit from) income taxes (1,99¢) 492 (1,080 80C
Net loss $ (69,42) $ (69,215 (130,979 $ (128,609
Net loss per share, basic and diluted $ 0.37) $ (0.39) 0.70 $ (0.70)
Weighted-average shares used to compute net loss per sh
basic and diluted 189,36( 184,31¢ 188,38. 183,73:
@ Costs and expenses include share-based coatipensxpenses as follows:
Costs of subscription services $ 3,17: % 1,60¢ 5221 $ 2,66:
Costs of professional services 5,14¢ 3,51¢ 8,59¢ 5,71
Product development 28,63: 16,731 49,44: 27,60:
Sales and marketing 13,22: 7,37 21,58 14,12¢
General and administrative 14,59: 11,54: 27,18¢ 19,54:

See Notes to Condensed Consolidated Financialistats.
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Workday, Inc.

Condensed Consolidated Statements of Comprehensiless
(in thousands)

(unaudited)
Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014

Net loss $ (69,427) $ (69,21%) (130,979 $ (128,60,
Other comprehensive income (loss), net of tax:

Net change in foreign currency translation adjustime (227) (15) (200) 24

Net change in unrealized gains (losses) on avaHadst

sale investments (192) (509 (337) (330

Net change in market value of effective foreignreocy

forward exchange contracts 1,01¢ — 997 —
Other comprehensive income (loss), net of tax 59¢ (51¢) 46C (30¢)
Comprehensive loss $ (68,82) $ (69,73 (130,519 $ (128,910

See Notes to Condensed Consolidated Financialristats.
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Workday, Inc.

Condensed 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

Gain on sale of cost method investment

Other

Changes in operating assets and liabilities, neusiness
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

Purchases of cost method investments

Sale of cost method investment

Other

Net cash provided by (used in) investing activities
Cash flows from financing activities

Proceeds from issuance of common stock from emplegeity
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
Nor-cash investina and financina activitit

(unaudited)
Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014

$ (69,42) $ (69,215 (130,979 $ (128,60:)
19,88t¢ 14,47 38,45] 26,997
64,764 40,78 112,03t 69,65¢
7,73% 4,421 12,36( 8,37:
6,33¢ 6,00z 12,58¢ 11,92:
(3,220 — (3,220 —
(2,119 242 (1,382) 84¢
(27,570 (1,44 32,141 (8,459
(7,082 (6,439 (10,587) (9,896
(7,80€) (2,749 (15,476 (20,099
1,42¢ (23 4,18( (2,459
2,91 (14,607) 9,09¢ (13,51)
29,66¢ 19,53( 50,34« 67,90¢
15,51 (9,01 109,57( 12,68¢
(476,47() (365,779 (862,04Y (1,036,18)
429,18¢ 414,24 710,59: 767,47.
19,52« 8,13¢ 29,524 8,13¢
(7,967 —_ (7,967) (26,317
(25,797) (28,409 (55,977) (38,287)
(15,750 (20,000 (15,750 (20,000
3,53¢ — 3,53¢ —
— — — 1,00(
(73,725 18,19: (198,072 (334,17)
19,17: 15,16¢ 22,73¢ 18,16¢
(1,016 (4,419 (2,469 (7,162
— (3,289 — (8,29))
362 — 77¢ 6C
18,51¢ 7,467 21,05 2,772
(210 (15) (162) 24
(39,906 16,63 (67,619 (318,69))
270,48« 246,00: 298,19: 581,32t
$ 230,57 % 262,63¢ 230,57 $ 262,63¢
$ 3211 $ 3,36¢ 3,24¢  $ 3,55¢
41¢ 12C 1,03¢ 12C



Vesting of early exercise stock options $ 47z $ 471 % 944 $ 944

Purchases of property and equipment, accrued hu
paid 18,64: 12,17: 18,64: 12,17:

See Notes to Condensed Consolidated Financialnstats
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Workday, Inc.
Notes to Condensed Consolidated Financial Statement
Note 1. Overview and Basis of Presentation

Company and Background

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 capieslources. We were originally incorporated in Ma2€l05 in Nevada and in June 2012,
reincorporated in Delaware. As used in this repbet terms "Workday," "registrant,” "we," "us," afidur" mean Workday, Inc. and
subsidiaries unless the context indicates otherwise

Basis of Presentation

The accompanying unaudited condensed consolidateddial statements have been prepared in accaedaith generally accept
accounting principles in the United States (GAARY applicable rules and regulations of the Seesitind Exchange Commission (S
regarding interim financial reporting. The condehs®nsolidated financial statements include theltesf Workday, Inc. and its wholly-
owned subsidiaries. Certain information and noseldsures normally included in the financial statets prepared in accordance with G/
have been condensed or omitted pursuant to sueb auld regulations. In the opinion of our manageniae information contained her:
reflects all adjustments necessary for a fair priedion of Workdays results of operations, financial position andhcflews. All suct
adjustments are of a normal, recurring nature.réBalts of operations for the three and six moetided July 31, 2018hown in this report a
not necessarily indicative of results to be expdte the full year ending January 31, 2016. Thaugtited condensed consolidated finar
statements should be read in conjunction with tditad consolidated financial statements in our yairReport on Form 18-for the yea
ended January 31, 2015, filed on March 25, 201®rdhave been no changes to our significant actmupblicies described in the ann
report that have had a material impact on our coselg consolidated financial statements and relzdésk.

Certain prior year amounts related to cost methnedtments have been reclassified within Note @hef notes to the conden:
consolidated financial statements. The reclassifina had no effect on total Other assets as pusiyiaeported.

Use of Estimates

The preparation of condensed consolidated finanstalements in conformity with GAAP requires usn@ke certain estimat
judgments and assumptions that affect the rep@medunts of assets and liabilities and disclosureootingent assets and liabilities as of
date of the condensed consolidated financial setésnas well as the reported amounts of reveme®x@enses during the reporting pel
These estimates include, but are not limited te,dbtermination of the relative selling prices darr services, the recoverability of defel
commissions, certain assumptions used in the valuatff equity awards and the fair value of assetsumed and liabilities assumed thro
business combinations. Actual results could diffem those estimates and such differences coulthderial to our condensed consolidi
financial position and results of operations.

Segment Information

We operate in oneperating segment, cloud applications. Operatiggmeats are defined as components of an enterpizat avhict
separate financial information is evaluated redylay the chief operating decision maker, who is chief executive officer, in deciding how
allocate resources and assessing performance. lefr aperating decision maker allocates resources assesses performance based
discrete financial information at the consolidatedel. Since we operate in ooperating segment, all required financial segmefarimatior
can be found in the condensed consolidated finhstEgements.

Recent Accounting Pronouncements

On May 28, 2014, the FASB issued ASU 2014-9 regardiSC Topic 606Revenue from Contracts with CustomerEhe 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 discal year beginning February 1, 2C
Early adoption is permitted. We are currently emtihg the accounting, transition and disclosureuiregnents of the standard and cai
currently estimate the financial statement impéetdoption.
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In April 2015, the FASB issued Accounting Standakdisdate No. 2015-03, Interest - Imputation of lastr(Subtopic 8330):
Simplifying the Presentation of Debt Issuance C®tSU 2015-03"). The amendments in ASU 205require that debt issuance costs re
to a recognized debt liability be presented inlthkance sheet as a direct deduction from the cgyrgimount of that debt liability, consist
with debt discounts. ASU 20183 is effective for annual and interim periods Ibegig on or after December 15, 2015. Early adopis
permitted. As of July 31, 2015, we have $8 milliohnet deferred financing costs that would be i&sifeed from a longerm asset to
reduction in the carrying amount of our debt.

Note 2. Marketable Securities

At July 31, 2015, marketable securities consisfeti®following (in thousands):

Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value
U.S. agency obligations $ 1,380,031 $ 25¢ ¢ 40 $ 1,380,25!
U.S. treasury securities 115,27. 29 (12 115,29:
U.S. corporate securities 100,92¢ 2 (64) 100,86¢
Commercial paper 79,93¢ — — 79,93¢
Money market funds 141,24: — — 141,24:
$ 1,817,42 % 28¢ $ (11¢) $ 1,817,59.
Included in cash and cash equivalents $ 141,24: $ — % —  $ 141,24:
Included in marketable securities $ 1,676,170 § 28¢  § (116 $ 1,676,35

At January 31, 2015, marketable securities corsistehe following (in thousands):

Amortized Unrealized Unrealized Aggregate

Cost Gains Losses Fair Value
U.S. agency obligations $ 1,303,820 $ 42z % (1e) $ 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( % — % — 3 257,12
Included in marketable securities $ 1,559,000 $ 54C $ (30) $ 1,559,51

We do not believe the unrealized losses represhat-thantemporary impairments based on our evaluation aflabvie evidence, whit
includes our intent to hold these investments ttunity as of July 31, 2015The unrealized losses on marketable securitiéshAtave been
a net loss position for twelve months or greaterewet material as of July 31, 2015 . We classify marketable securities as available-dafe
at the time of purchase and reevaluate such dleesiin as of each balance sheet date. We mathesk securities at any time for use in cu
operations or for other purposes, such as congidertor acquisitions, even if they have not yedaleed maturity. As a result, we classify
investments, including securities with maturitieybnd twelve months as current assets in the aca@oyimy condensed consolidated bal:
sheets. Marketable securities on the condensedlidaited balance sheets consist of securities artjinal maturities at the time of purch
greater than three months and the remainder o$eharities is reflected in cash and cash equivaldntring the three ansix months ende
July 31, 2015 , we sold $20 million and $30 millipmespectively, of our marketable securities arel ribalized gains from the sales
immaterial.
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Note 3. Deferred Costs

Deferred costs consisted of the following (in thems):

Current:
Deferred professional service costs
Deferred sales commissions

Total

Noncurrent:
Deferred professional service costs
Deferred sales commissions

Total

Note 4. Property and Equipment, Net

Property and equipment, net consisted of the faligwin thousands):

Computers, equipment and software

Computers, equipment and software acquired ungetatdeases

Furniture and fixtures
Leasehold improvements

Less accumulated depreciation and amortization
Property and equipment, net

July 31, January 31,
2015 2015
$ 91t % 3,60¢
17,99( 16,86¢
$ 18,90 $ 20,47:
$ 801 $ 1,25¢
19,98¢ 19,74
$ 20,787 $ 20,99¢
July 31, January 31,
2015 2015
$ 178,94. $ 139,56
32,30: 34,11:
16,831 13,08:
69,157 47,49¢
297,23 234,25¢
(124,53 (94,127
$ 172,70 $ 140,13t

Depreciation expense totaled $17 million and $1Mioni for the three months ended July 31, 2015 a8d4 , respectively, an$i3:z

million and $21 million for the six months endedyJ81, 2015 and 2014 , respectively.

These amounts include depreciation of assets redardder capital leases of $1 million and $2 millfor thethree months ended J

31, 2015 and 2014 , respectively, and $2 milliod & million for the six months ended July 31, 2@h6l 2014 , respectively.

Note 5. Goodwill and Acquisition-related IntangibleAssets, Net

Developed technology from acquisitions is typicaliyortized over a useful life of thrgears. The future estimated amortization rel
to the acquired developed technology is $1 milko $2 millionfor fiscal 2016 and 2017, respectively. Goodwillamts are not amortize

but rather tested for impairment at least annudiliyng the last three months of the fiscal year.

Goodwill and acquisition-related intangible asse&,consisted of the following (in thousands):

Acquired developed technology
Customer relationship assets

Less accumulated amortization
Acquisition-related intangible assets, net

Goodwill

Goodwill and acquisition-related intangible asseé,

July 31, January 31,
2015 2015
$ 546( $ 4,20(
33¢ 33¢
5,79¢ 4,53¢
(2,775 (2,07))
3,02 2,467
39,93( 32,31:
$ 4295: $ 34,77¢




Table of Contents

Note 6. Other Assets
Other assets consisted of the following (in thodsan

July 31, January 31,
2015 2015
Cost method investments $ 27,89: $ 12,91(
Acquired land leasehold interest, net 9,83: 9,88¢
Issuance costs of convertible senior notes, net 7,50z 8,54:
Technology patents, net 3,481 3,94:
Other 18,201 18,40(
Total $ 66,91 $ 53,68:

Amortization expense on our land leasehold inteaest technology patents was $0.2 millfon the three months ended July 31, 2!
$0.3 million for the three months ended July 31£26td $0.5 million for each of the six month pesi@hded July 31, 2015 and 2014 .

Note 7. Fair Value Measurements

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 liabgitreactive markets.
Level 2 — Include other inputs that are directlyiratirectly observable in the marketplace.

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

Financial Assets

We value our marketable securities using quotecdeprfor identical instruments in active markets mnvhgailable. If we are unable
value our marketable securities using quoted prioesdentical instruments in active markets, wdueaour investments using indepent
reports that utilize quoted market prices for corape instruments. We validate, on a sample bakes,derived prices provided by
independent pricing vendors by comparing their gmsent of the fair values of our investments agairesfair values of the portfolio balan
of another third-party professional’pricing service. To date, all of our marketabkrwsities can be valued using one of these
methodologies.

10
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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 Lévmputs. The following tables present informatiabout our assets that are measured ¢
value on a recurring basis using the above inpgioaies (in thousands):

Fair Value Measurements as of

July 31, 2015

Description Level 1 Level 2 Total
U.S. agency obligations $ — 3 1,380,251 $ 1,380,25!
U.S. treasury securities 115,29: — 115,29:
U.S. corporate securities — 100, 86¢ 100,86¢
Commercial paper — 79,93¢ 79,93¢
Money market funds 141,24: — 141,24:

$ 256,53: $ 1,561,060 $ 1,817,59.
Included in cash and cash equivalents $ 141,24
Included in marketable securities $ 1,676,35

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

Financial Liabilities

The carrying amounts and estimated fair valuesnafitial instruments not recorded at fair valueagréollows (in thousands):

July 31, 2015 January 31, 2015
Carrying Estimated Carrying Estimated
Amount Fair Value Amount Fair Value
0.75% Convertible senior notes $ 302,53¢ $ 417,59: $ 29527t $ 407,75(
1.50% Convertible senior notes 199,50¢ 310,46¢ 195,22! 299,06:

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 valygeagents the unamortized debt discount (see Not&h#) 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 July 31, 2015 and January 31, 2015 .

Based on the closing price of our common stock8#f.3$3 on July 31, 2015 , the if-converted valu¢hef0.75%convertible senior not
and the if-converted value of the 1.50% convertd@aior notes was greater than their respectiveipal amounts.
Derivative Financial Instruments

We conduct business on a global basis in multipteiin currencies, subjecting the Company to fareigrrency risk. To mitigate tt
risk, we utilize hedging contracts as describedweWe do not enter into any derivatives for trgdan speculative purposes.

11
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We are subject to master netting agreements withinecounterparties of the foreign exchange catdgraunder which we are permit
to net settle transactions of the same currench wisingle net amount payable by one party to therolt is our policy to present |
derivatives gross in the condensed consolidateshbal sheets. Our foreign currency forward contragtsnot subject to any credit conting
features or collateral requirements and we do miieve we are subject to significant counterpaypaentration risk given the shdgrrr
nature, volume, and size of the derivative consracttstanding.

Cash flow hedges

We are exposed to foreign currency fluctuationsiltesgy from customer contracts denominated in fgmecurrencies. We initiatec
hedging program in the first quarter of the currgsital year by entering into foreign currency fang contracts related to certain custc
contracts. We designate these forward contractasts flow hedging instruments as the accountirtgréifor such designation have been
The effective portion of the gains or losses résglfrom changes in the fair value of these hedgesecorded in Accumulated otl
comprehensive income (loss) on the condensed ddatsd balance sheets and will be subsequentlgssified to the related revenue line i
in the condensed consolidated statements of opasain the same period that the underlying reveramesearned. Interest charges on
forward contracts are excluded from the assessofdmdge effectiveness and are recorded as incinr@ther expense, net in the condel
consolidated statements of operations.

As of July 31, 2015 , we had foreign currency fardveontracts designed as cash flow hedges witliah totional value 0$51 million
which have maturities not greater thanrhibnths. The notional value represents the amowttwill be bought or sold upon maturity of
forward contract. As of July 31, 2015 , the faituemamount of the derivative assets of $1 millisnncluded in Prepaid expenses and ¢
current assets, and the fair value amount of thieateve liabilities of $0.3 millionis included in Accrued expenses and other curiabtlities
on our condensed consolidated balance sheets.

We recognized an unrealized gain of $1 millionAccumulated other comprehensive income (loss)tlie effective portion of o
derivative instruments during the three and six therended July 31, 2015 The realized gains reclassified from Accumulatgte!
comprehensive income (loss) to the related revédineeitem in the condensed consolidated statemeftperations were immaterial for
three and six months ended July 31, 2015 .

During the three and six months ended July 31, 2@15cash flow hedges were considered effective.

Foreign currency forward contracts not designatedchadges

We also enter into foreign currency forward corsado hedge a portion of our net outstanding mogedasets and liabilities. The
forward contracts are not designated as hedgirtgumgnts under applicable accounting guidance tlasicfore all changes in the fair valut
the forward contracts are recorded in Other expemsein our condensed consolidated statementp@fations. These forward contracts
intended to offset the foreign currency gains ssé&s associated with the underlying monetary aasdtfiabilities.

As of July 31, 2015 and January 31, 2015 , we hastanding forward contracts with total notionalues of $9 million and $10 million
respectively. All contracts have terms of less th@rdaysto maturity. The fair value amount of the derivatiassets and derivative liabilit
was less than $0.1 million , respectively, as &y 34, 2015 . The fair value amount of the derivatassets was $0.4 milli@nd the derivativ
liabilities was less than $0.1 milliaas of January 31, 2015. These assets and liabiditie included in Prepaid expenses and other duasset
and in Accrued expenses and other current liadslitiespectively, on our condensed consolidatexhbalsheets.

We recognized a loss of less than $0.1 million arggin of less than $0.1 million during the thred aix months ended July 31, 2015
respectively, on derivative instruments not dedigthaas hedging instruments. We recognized a net gfaiess than $0.1 millioduring the
three months and six months ended July 31, 201dedrative instruments not designated as hedgisiguments. Gains or losses on derive
instruments not designated as hedging instrumemgsrecorded within Other expense, net, in our coseé consolidated statement:
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 8. Convertible Senior Notes, Net

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 obligati@md interest is payable in cash in arrearsfated rate of 0.75%on January 15 ai
July 15 of each year. The 2018 Notes mature on1ki2018unless repurchased or converted in accordancetmathterms prior to such da
We cannot redeem the 2018 Notes prior to maturity.
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Concurrently, we issued 1.50% convertible senidgesoue July 15, 2020 (2020 Notes) with a princgmabunt of $250 milliorftogethe
with the 2018 Notes, referred to as Notes). TheD20@tes are unsecured, unsubordinated obligatamts jnterest is payable in cash in arr
at a fixed rate of 1.50% on January 15 and Julpfl®ach year. The 2020 Notes mature on July 150 202ss repurchased or converte
accordance with their terms prior to such date.cafmot redeem the 2020 Notes prior to maturity.

The terms of the Notes are governed by Indentuyearnl between us and Wells Fargo Bank, Nationabéiation, as Trustee (t
Indentures). Upon conversion, holders of the Net#lsreceive cash, shares of Class A common stac combination of cash and share
Class A common stock, at our election.

For the 2018 Notes, the initial conversion rat&2075 shares of Class A common stock per $1pdid@ipal amount, which is equal
an initial conversion price of approximately $83& share of Class A common stock, subject to &dpist. 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 stockbpg00principal 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 onchlaB, 202Q the conversion is subject
the satisfaction of certain conditions, as describelow.

Holders of the Notes who convert their Notes inrertion with certain corporate events that constitu makewvhole 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 comenr a portion of their Notes prior to the cosf 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, nt
of which have occurred to date:

» if the last reported sale price of Class A commtock for at least twenty trading days duringedga of thirtyconsecutive tradir
days ending on the last trading day of the immedtliapreceding calendar quarter is greater thanqoraleto 130%of the
conversion price of the respective Notes on eagplicgble trading day;

» during the five business day period after amg fionsecutive trading day period in which the tradimige per $1,000 princig
amount of the respective Notes for each day offthhatday consecutive trading day period was lbas 98%of the product of tr
last reported sale price of Class A common stockthe conversion rate of the respective Notes ch sading day; or

» upon the occurrence of specified corporate evastspted in the Indentur

In accounting for the issuance of the Notes, weasgpd each of the Notes into liability and eqaynponents. 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 represgnthe conversion option was determined by dedgdiire fair value of the liabili
components from the par value of the respectiveedlothese differences represent debt discountstbamortized to interest expense ove
respective terms of the Notes. The equity compana@mé not remeasured as long as they continue ®& the conditions for equi
classification.

We allocated the total issuance costs incurrechéo2018 Notes and 2020 Notes on a prorated bawig tlsee aggregate princif
balances. In accounting for the issuance costterkta the 2018 Notes and 2020 Notes, we allodatedbtal amount of issuance costs incL
to liability and equity components. Issuance cadtgbutable to the liability components are bemmgortized 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 milliamd equity issuance costs of $2 million
Amortization expense for the liability issuancetsosas $0.4 million for each of the three monthigets ended July 31, 2015 and 2Q1dnc
$0.7 million for each of the six month periods eshdelly 31, 2015 and 2014 . For the 2020 Notes, egerded liability issuance costs $f
million and equity issuance costs of $2 million mértization expense for the liability issuance sosts $0.2 milliorfor each of the thre
month periods ended July 31, 2015 and 2014 , ar@irfillion for each of the six month periods endety 31, 2015 and 2014 .
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The Notes, net consisted of the following (in thenus):

July 31, 2015 January 31, 2015
2018 Notes 2020 Notes 2018 Notes 2020 Notes

Principal amounts:

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

Unamortized debt discoufit (47,46)) (50,499 (54,72¢) (54,77%)

Net carrying amount $ 302,53¢ $ 199,50t $ 29527t $ 195,22!

Carrying amount of the equity componéhnt $ 74,89 $ 66,000 $ 7489 $ 66,00'
@ Included in the condensed consolidated balancaskgthin Convertible senior notes, net and amedinver the remaining lives of 1

Notes on the straig-line basis as it approximates the effective irderate method.

@ Included in the condensed consolidated balancetshathin Additional paid-in capital, net of $2 idn and $2 millionfor the 201
Notes and 2020 Notes, respectively, in equity issea&osts

As of July 31, 2015, the remaining life of the 80otes and 2020 Notes is approximately 35 montks5® months, respectively.

The effective interest rates of the liability compots of the 2018 Notes and 2020 Notes are 5.75%6d85%, respectively. The:
interest rates were based on the interest rategrilfar liabilities at the time of issuance thatl diot have associated convertible features
following table sets forth total interest expenseognized related to the 2018 Notes and 2020 Nimtésousands):

Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014
2018 2020 2018 2020 2018 2020 2018 2020
Notes Notes Notes Notes Notes Notes Notes Notes

Contractual interest expens$ 657 $ 937 $ 657 $ 937 $ 131¢ $ 187 $ 1,31 $ 1,87

Interest cost related to

amortization of debt issuance

costs 352 16¢ 352 16¢ 704 337 704 337
Interest cost related to

amortization of the debt

discount 3,65¢ 2,157 3,45¢ 2,027 7,264 4,281 6,85¢ 4,022

Notes Hedges

In connection with the issuance of the 2018 Notes2020 Notes, we entered into convertible notgybdrhnsactions with respect to
Class A common stock (Purchased Options). The RaethOptions cover, subject to agitistion adjustments substantially identical togbar
the Notes, approximately 7.3 millighares of our Class A common stock and are exéieisgpon conversion of the Notes. The Purch
Options have initial exercise prices that corresptmthe initial conversion prices of the 2018 Notad 2020 Notes, subject to adlitistion
adjustments substantially similar to those in tleged. The Purchased Options will expire in 2018tlier 2018 Notes and in 2020 for the 2
Notes, if not earlier exercised. The Purchasedddptare intended to offset potential economic idituto our Class A common stock upon
conversion of the Notes. The Purchased Optionseparate transactions and are not part of the tefthe Notes.

We paid an aggregate amount of $144 million forRoechased Options, which is included in Additiopaidin capital in the condens
consolidated balance sheets.

Warrants

In connection with the issuance of the Notes, vge &intered into warrant transactions to sell wasréthe Warrants) to acquire, sub
to anti-dilution adjustments, up to approximatelg #illion shares in July 2018 and 3.1 millishares in July 2020 of our Class A comi
stock at an exercise price of $10794 share. If the Warrants are not exercised an ¢lxercise dates, they will expire. If the markatue pe
share of our Class A common stock exceeds the caiphli exercise price of the Warrants, the Warrarnlishave a dilutive effect on o
earnings per share assuming that we are profitdlile. Warrants are separate transactions, and angantoof the terms of the Notes or
Purchased Options.

We received aggregate proceeds of $93 million ftbhe sale of the Warrants, which is recorded in Addal paidin capital in th
condensed consolidated balance sheets.
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Note 9. 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 ChairmBavid Duffield, who is also a significant stockdier (see Note 14).

The facility lease agreements generally providerémtal payments on a graduated basis and forreptim 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 totaled $7 million andh#fion for the three months ended Ji
31, 2015 and 2014 , respectively, and $13 milliod &9 million for the six months ended July 31, 2@hd 2014 , respectively.

In January 2014, we entered into a 95 -year leasa 6.9 -acre parcel of vacant land in Pleasar@atifornia, under which we pai?
million for base rent from commencement through éwelser 31, 2020. Annual rent payments of $0.2 milptus increases based on incre
in the consumer price index begin on January 11282d continue through the end of the lease. Istantion does not commence
December 31, 2015, we will be required to make taaithl payments to the lessor, ranging from $0.Bignito $1 millionbased on the lenc
of the delay.

Legal Matters

We are a party to various legal proceedings aniehslavhich arise in the ordinary course of businéssur opinion, there was not
least a reasonable possibility that we had incuaredaterial loss, or a material loss in excess i@&carded accrual, with respect to such
contingencies.

Note 10. Common Stock and Stockholders’ Equity

Common Stock

As of July 31, 2015 , there were 111 million shaoésClass A common stock and 81 milliehares 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 als@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.

Employee Equity Plans

Our 2012 Equity Incentive Plan (EIP) serves asstieeessor to our 2005 Stock Plan (together wittEiRe the Stock Plans). Pursuar
the terms of the EIP, the share reserve increaged rpillion shares on March 25, 2015, and as oy 3dl, 2015 , we had approximately
million shares of Class A common stock availableffdure grants.

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. Pursuant totéhms of the ESPP, the share reserve increas@dniillion shares on March 25, 2015.
May 29, 2015, 0.2 million shares of Class A commsbares were purchased under the ESPP at a weiglhteage price of $67.08r share
resulting in cash proceeds of $17 million . AswlfyB1, 2015 , 5 milliorshares of Class A common stock were availablesirance under t
ESPP.
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Stock Options

The Stock Plans provide for the issuance of ingengéind nonstatutory options to employees andamployees. 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 ovfive years. A summary of information related to stockia@pactivity during the six months ended July 3Q@15 it
as follows (in millions, except share and per sluat):

Weighted-
Outstanding Average Aggregate
Stock Exercise Intrinsic
Options Price Value
Balance as of January 31, 2015 16,66355 $ 406 $ 1,25¢
Stock option grants — —
Stock options exercised (1,927,41) 3.22
Stock options canceled (113,88 9.51
Balance as of July 31, 2015 14,622,25 $ 4.1z % 1,17:
Vested and expected to vest as of July 31, 2015 14,44562 $ 408 $ 1,15¢
Exercisable as of July 31, 2015 12,25335 % 3.3 % 992

As of July 31, 2015 , there was a total of $27 ionillin unrecognized compensation cost related to uadestock options which
expected to be recognized over a weighted-averagedoof approximately 1.7 years.

Common Stock Subject to Repurchase

The Stock Plans allow for the early exercise oflstoptions for certain individuals as determinecthyy board of directors. We have
right to purchase at the original exercise price amvested (but issued) common shares during tnachase period following termination
services of an employee. The consideration recefwedn exercise of an option is considered to lmeposit of the exercise price and
related dollar amount is recorded as a liabilitte Bhares and liabilities are reclassified intoitgcas the awards vest. As of bathly 31, 201
and January 31, 2015 , we had $4 million recorddibilities related to early exercises of stogitions.

Restricted Stock Awards

The Stock Plans provide for the issuance of rdettistock awards to employees. Restricted stockdsagenerally vest over fiwgears
Under the EIP, 1 million restricted awards of ClBssommon stock are outstanding with weighted ayegrant date fair value of $12.9all
of which are subject to forfeiture as of July 3@13 . During the three months ended July 31, 2@L5 millionshares of restricted stock awe
vested with weighted average grant date fair vafugl2.73 .

As of July 31, 2015 , there was a total of $8 millin unrecognized compensation cost related to uadeststricted stock awards, wh
is expected to be recognized over a weighted-aeguagod of approximately 2.3 years.

Restricted Stock Units

The Stock Plans provide for the issuance of rdstlictock units ("RSUs") to employees. RSUs geheradst over fouryears. /
summary of information related to RSU activity chgrithe six months ended July 31, 2015 is as follows

Weighted-Average
Number of Shares Grant Date Fair Value

Balance as of January 31, 2015 6,409,13. $ 76.9:
RSUs granted 4,330,22. 87.21
RSUs vested (1,017,06i) 78.02
RSUs forfeited (259,17() 80.6¢
Balance as of July 31, 2015 9,463,12! $ 81.4%

As of July 31, 2015, there was a total of $674diamilin unrecognized compensation cost related to uadeRSUs, which is expectec
be recognized over a weighted-average period aoxppately 3.1 years.
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Performance-based Restricted Stock Awards

As of July 31, 2015 . there are 0.1 million shasEperformancedased restricted stock units (PRSUs) outstandirighmiere granted
all employees and include performance conditiofsted to companyvide goals and service conditions. We expect totgadditional shart
related to this program for employees hired indist016. These PRSU awards will vest if the perforoe conditions are achieved for the fi
year ended January 31, 2016 and if the individoglleyee continues to provide service through trsting date oMarch 15, 2016 .

As of July 31, 2015 , there was a total of $8 millin unrecognized compensation cost related teethperformancéased restricte
stock units, which will be recognized over a wegghtiverage period of approximately 8 months.

Note 11. Other Expense, Net

Other expense, net consisted of the followinglfousands):

Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014
Interest income $ 99¢ % 66 $ 195: $ 1,36¢
Interest expensé (7,952) (7,765 (15,83) (15,479
Gain from sale of cost method investment 3,22( — 3,22( —
Other income (expense) (45) 14z (35]) 157
Other expense, net $ (3,779 $ (6,959 $ (11,019 $ (13,957
@ Interest expense includes the contractual intesgpénse related to the 2018 Notes and 2020 Nowsancash interest related

amortization of the debt discount and debt issuaonsts (See Note 8).

Note 12. Income Taxes

We compute the year-to-date income tax provisiomglying the estimated annual effective tax ratthe year-to-date prtax incomi
or loss and adjust for discrete tax items in theoge We reported a tax benefit of $1 milliéor the six months ended July 31, 2015, and
provision of $1 million for the six months endedyJ81,2014. The income tax benefit for the six nenénded July 31, 2015 consisted of:

»  $2 million provision primarily resulting from income tax expenin profitable foreign jurisdictions and U.S.dnee tax expen:
on estimated taxable income before consideringahkzation of excess tax benefits from stock basedpensation;

»  $3 million tax benefit from the release of an acquired untett position including interest and penaltie® da the lapse
statute of limitations.

The tax expense of $1 million for the six monthsleth July 31, 2014vas primarily attributable to the income tax expems profitablt
foreign jurisdictions.

We are subject to income tax audits in the U.S. fanelign jurisdictions. We record liabilities redaf to uncertain tax positions.
believe that we have provided adequate reservemdome tax uncertainties in all open tax yearse Dw our history of tax losses, all ye
remain open to tax audit.

On July 27, 2015, the United States Tax Court dsueaxpayer-favorable opinion with respect to e litigation with the Intern
Revenue Service (“IRS”). The litigation relates ttee treatment of share-based compensation expensa iinter-company cosharing
arrangement with the taxpayer’s foreign subsidfaryfiscal years 2004 through 2007. In its opinitiie Court accepted Altesaposition @
excluding shardased compensation in its cost sharing arrangeamehtoncluded that the related IRS Regulations wenadid. The Court h¢
yet to issue its decision, the timing of which recartain. Once the Cor's decision is issued, the IRS has 90 days to dedidgher to appe
the Court’s decision.

We are monitoring this case and its potential falste implications to the Company’s cost-sharingrgement. We currently estimate
that this court case will not have a material intgamur effective tax rate and income tax expahgeto our current full valuation allowance
position.
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Note 13. Net Loss Per Share

Basic net loss per share attributable to commoekktaders is computed by dividing the net losslaitable 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 teested restricted stock awards and convertibleosamites to the extent dilutive, &
common stock issuable pursuant to the ESPP. Badidituted net loss per share was the same for pagbd presented, as the inclusion o
potential common shares outstanding would have begsdilutive.

The net loss per share attributable to common btadkrs is allocated based on the contractual gigation rights of the Class
common shares and Class B common shares as iidhddr the year had been distributed. As thedigiion and dividend rights are identi
the net loss attributable to common stockholdegdliscated on a proportionate basis.

We consider shares issued upon the early exertigations subject to repurchase and unvested cesdrstock awards to be participa
securities because holders of such shares havéorfeitable dividend rights in the event of our @eation of a dividend for common shares
future periods, to the extent we are profitable,wile subtract earnings allocated to these parétiiy securities from net income to detern
net income attributable to common stockholders.

The following table presents the calculation ofiband diluted net loss attributable to common ldtotders per share (in thousar
except per share data):

Three Months Ended July 31, Six Months Ended July 31,
2015 2014 2015 2014
Class A Class B Class A Class B Class A Class B Class A Class B

Net loss per share, basic at
diluted:

Numerator:
Allocation of distributed net
loss $ (40,38) $ (29,039 $ (36,52 $ (32,68) $ (75,37¢) $ (55,607 $ (66,91 $ (61,689

Denominator:
Weighted-average commor
shares outstanding 110,15( 79,21( 97,27" 87,04 108,41: 79,97 95,60: 88,13:
Basic and diluted net loss per
share $ (0.379) $ (0.37) $ (0.39) $ (0.3¢) $ (0.70) $ (0.70) $ 0.70) $ (0.70

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

As of July 31,
2015 2014
Outstanding common stock options 14,62: 18,571
Shares subject to repurchase 892 1,43t
Unvested restricted stock awards, units, and PRSUs 10,22° 7,411
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
Shares issuable pursuant to the ESPP 264 257
40,527 42,20:

Note 14. Related-Party Transactions

We currently lease certain office space from ailiaé# of our Chairman, Mr. Duffield, adjacent tarocorporate headquarters
Pleasanton, California under various lease agretsm€&he term of the agreements is 10 years antbthkrent due under the agreement$és
million for the fiscal year ended January 31, 2046d $65 million in total. Rent expense under ¢hegreements was $2 million asitl million
for the three months ended July 31, 2015 and 204dd, $3 million and $2 million for the six montheded July 31, 2015 and 2014
respectively.
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Note 15. Geographic Information
Revenue by geography is generally based on theessldif the customer as defined in our master spkiscr agreement. The followil

tables set forth revenue by geographic area (indtads):

Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014
United States $ 237,05 % 156,28{ $ 447,33¢ $ 288,81
International 45,63¢ 30,49: 86,31« 57,70(
Total $ 282,69¢ $ 186,78( $ 533,65: $ 346,51

No single country other than the United States teaénues greater than 10% of total revenues fothitee andsix months ended Ju
31, 2015 and 2014 . No customer individually act¢edrfor more than 10% of our accounts receivald¢,as of July 31, 2015 danuary 3:

2015.
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forwardoking statements. All statements contained is teport other than statements of historical faciudinc
statements regarding our future results of opematiand financial position, our business strategy pians, and our objectives for fut
operations, are forward-looking statements. Theda6believe,” “may,” “will,” “estimate,” “continu€, “anticipate,” “intend,” “expect,” “seek,”
“strive,” and similar expressions are intendeddeniify forward-looking statements. We have baseté forwardeoking statements large
on our current expectations and projections abaturé events and trends that we believe may affectfinancial condition, results
operations, business strategy, short-term and ferrg- business operations and objectives, and fiabmeeds. These forwaltdeking
statements are subject to a number of risks, usiotigs and assumptions, including those desciibéuke “Risk Factorssection. Moreover, v
operate in a very competitive and rapidly changingironment. New risks emerge from time to timds Ihot possible for our managemer
predict all risks, nor can we assess the impaetidactors on our business or the extent to wiaini factor, or combination of factors, n
cause actual results to differ materially from #hantained in any forwarddoking statements we may make. In light of thesks
uncertainties and assumptions, the future everddrands discussed in this report may not occuraamdal results could differ materially ¢
adversely from those anticipated or implied byftivevard-looking statements.

You should not rely upon forwaildoking statements as predictions of future evefite events and circumstances reflected i
forward-looking statements may not be achievedcoun Although we believe that the expectationkodéd in the forwardeoking statemen
are reasonable, we cannot guarantee future relveds of activity, performance, or achievemeki¥g are under no duty to update any of t
forward-looking statements after the date of thjgort or to conform these statements to actualtsesurevised expectations.
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion of oumfficial condition and results of operations in camjtion with the condens
consolidated financial statements and notes therettuded elsewhere in this report. The followingcdssion contains forwardoking
statements that reflect our plans, estimates arligfse Our actual results could differ materiallyoin those discussed in the forwdabking
statements. Factors that could cause or contrittotthese differences include those discussed bafalrelsewhere in this report, as well a
the section entitled “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 application®2®12, Recruiting in 2014, and Insight Applicatioaad Professional Servic
Automation 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 through divect 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 smed significantly in absolute dollars in receniges, primarily due to the significant grov
of our employee population. We had approximatebp@,and approximately 3,150 employees as of JulY@15 and 2014 , 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 ability to sell our applications glopaparticularly in Europe and Asia, through invesits in product development and custc
support to address the business needs of localetsaikcreasing our sales and marketing organizsitiadding new offices, and expanding
ecosystem of services partners to support locdbgleyents. We expect to make further significanteistinents in our data center infrastruc
in fiscal 2016 as we plan for future growth. We atgo investing in personnel to service our groningtomer base. These investments
increase our costs on an absolute basis in thetaear Many of these investments will occur in acd&nf experiencing any direct benefit fr
them and will make it difficult to determine if ware allocating our resources efficiently. We expeat product development, sales
marketing, and general and administrative expeases percentage of total revenues to decreasetimeias we grow our revenues, anc
anticipate that we will gain economies of scaleifmreasing our customer base without direct increaledevelopment costs and by utiliz
more of the capacity of our data centers.

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 wilirdeas we increasingly rely on our partners toloepVorkday applications and as the nun
of our existing customers continues to grow.
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Components of Results of Operations

Revenues

We primarily derive our revenues from subscriptiemvices fees and professional services fees. Bptise 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 798tiofotal revenues during the three months endd31, 2015and represented 97
of our total unearned revenue as of July 31, 2088bscription services revenues are driven prignbyi the number of customers, the nun
of workers at each customer, the number of apicatsubscribed to by each customer, and the pfioar applications.

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 ratablyegenues over the contract term beginning onddte the application is me
available to the customer, which is generally witbhe week of contract signing. Our subscriptiont@axrts typically have a term of three ye
and are nortancelable. We generally invoice our customersdvaace, in annual installments. Amounts that haaenbinvoiced are initial
recorded as unearned revenue. Amounts that havgehtseen invoiced represent backlog and are rileicted in our condensed consolide
financial statements.

The majority of our consulting engagements aredithn a time and materials basis, and revenudypaioally recognized as the servi
are performed. We offer a number of training opgtiartended to support our customers in configurirging and administering our services
some cases, we supplement our consulting teamsaulingostracting resources from our service partnas @eploying them on custon
engagements. As Workday’s professional servicearozgtion and the Workdaglated consulting practices of our partner firmstue 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 employeeaelated expenses relatec
hosting our applications and providing customerpsufy the costs of data center capacity, and degirec of computer equipment &
software.

Costs of professional services revenue€osts of professional services revenues consigtaply of employeerelated expens
associated with these services, the cost of sutatiots and travel.

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

Sales and marketingales and marketing expenses consist primarilyngfl@yeerelated costs, sales commissions, marketing prcs
and travel. Marketing programs consist of advertjsievents, corporate communications, brand buyjldind product marketing activiti
Commissions earned by our sales force that casdmcemted specifically with a naancelable subscription contract are generallyrdedean:
amortized over the same period that revenues aogmnézed for the related non-cancelable contract.

General and administrative General and administrative expenses consist @l@merelated costs for finance and accounting, i
human resources and management information sygterasnnel, legal costs, professional fees and otinporate expenses.
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Results of Operations

Revenues

Our total revenues for the three and six montheéddly 31, 2015 and 2014 were as follows:

Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 % Change 2015 2014 % Change
(in thousands, except percentages)
Revenues:
Subscription services $ 223,74: $ 143,65. 56% $ 424,73' $ 267,05¢ 59%
Professional services 58,95« 43,12¢ 37% 108,91¢ 79,45¢ 37%
Total revenues $ 282,69t $ 186,78( 519, $ 533,65! $ 346,51 54%

Total revenues were $283 million for the three rhergnded July 31, 2015 , compared to $187 millioring the prior year period,
increase of $96 million , or 51% . Subscriptionveegs revenues were $224 million for the three merénded July 31, 201,5compared 1
$144 million for the prior year period, an increa$e$80 million , or 56% The increase in subscription services revenuesdua primarily t
the recognition of revenue for an increased nunab@ustomer contracts as compared to the prior pedod. Professional services rever
were $59 million for the three months ended July 115 , compared to $43 million for the prior ygeriod, an increase of $16 milliror
37% . The increase in professional services revenuasdua primarily to the addition of new customerd angreater number of custorn
requesting deployment and integration services.

Total revenues were $534 million for the six monémsled July 31, 2015 , compared to $347 milloming the prior year period,
increase of $187 million , or 54% . Subscriptiorvgses revenues were $425 million for the six merghded July 31, 2015 , compare$26
million for the prior year period, an increase 468 million , or 59% The increase in subscription services revenuesdua primarily to tk
recognition of revenue for an increased numbewustamer contracts as compared to the prior yeaogheProfessional services revenues \
$109 million for the six months ended July 31, 20X®mpared to $79 million for the prior year peri@an increase of $30 million , or 37%
The increase in professional services revenuesiwagprimarily to the addition of new customers argreater number of customers reque:
deployment and integration services.

Core Operating Expenses

We use the no®AAP financial measure of core operating expensesnderstand and compare operating results acezssiting
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. Weelrelithat 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 trefleaf ongoing
operating results. We also believe that core opmyagxpenses provide 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 of our core operating sgpdrighlights the factors that
focus upon in evaluating our operating margin aperating expenses. The increases or decreasesriatiog expenses discussed in this se
do not include changes relating to share-based ensgpion expenses, and certain other expensed) winsist of employer payroll taxelatec
items on employee stock transactions and amounizati acquisition-related intangible assets.
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Reconciliation of our core operating expenses ¢onisarest GAAP measure, total operating expersas,follows:

Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total costs and expenses

Operating loss

Operating margin

Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total costs and expenses

Operating loss

Operating margin

Costs of subscription services

Costs of professional services

Product development

Sales and marketing

General and administrative
Total costs and expenses

Operating loss

Operating margin

Three Months Ended July 31, 2015

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

(in thousands, except percentages)
32,03¢ $ 3,17: $ 76 $ 35,285
51,47¢ 5,14« 17C 56,79:
85,64 28,63: 1,06¢ 115,34!
92,88! 13,22: 327 106,43(
21,37: 14,59 51€ 36,48:
283,41! $ 64,76 $ 2,157 $ 350,33¢
(719 $ (64,764) $ (2,157 $ (67,640
— % (23)% (1)% (24)%
Three Months Ended July 31, 2014

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

(in thousands, except percentages)
22,72¢ $ 1,60¢ $ 42 $ 24,37:
37,702 3,61¢ 46 $ 41,26
59,93¢ 16,73: 78¢ $ 77,464
70,90¢ 7,371 23¢ $ 78,52
14,61« 11,54: 767 $ 26,92:
205,88¢ $ 40,78: $ 1,881 $ 248,54¢
(19,106 $ (40,787) $ (1,88)) $ (61,769
(10)% (22)% (1)% (339%
Six Months Ended July 31, 2015

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

(in thousands, except percentages)
61,58¢ $ 5,221 $ 262 $ 67,06¢
93,80: 8,59¢ 524 102,92
161,85¢ 49,44: 3,381 214,68(
178,78( 21,58° 95¢ 201,32!
40,40 27,18¢ 1,10¢ 68,69¢
536,43 $ 112,03t $ 6,22¢ $ 654,69°
(2,779 $ (112,039 $ (6,22°) $ (121,04
(D)% (21)% (D)% (23)%
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Six Months Ended July 31, 2014

Core Share-Based Other Total
Operating Compensation Operating Operating
Expenses” Expenses Expenses Expenses
(in thousands, except percentages)
Costs of subscription services $ 43,08: $ 2,66 $ 88 $ 45,83:
Costs of professional services 71,37¢ 5,71 13t 77,22,
Product development 113,56( 27,60¢ 1,47(C 142,63!
Sales and marketing 132,05( 14,12¢ 511 146,69(
General and administrative 28,08t 19,54: 35¢ 47,98t
Total costs and expenses $ 388,15: $ 69,65¢ $ 2,56: $ 460,36

Operating loss $ (41,63) $ (69,656 $ (25679 $ (113,85))
Operating margin (12)% (20)% ()% (33)%
@ See “Non-GAAP Financial Measurelsglow for further informatiol

Core operating margins

Core operating margins, calculated using GAAP reesrand core operating expenses, improved fron¥(160) thethree months end
July 31, 2014 to (0.3)% for the three months entidyg 31, 2015 , and from (12)% for the six monthdesl July 31, 2014 to (0.5)% for thix
months ended July 31, 2015 . The improvements ircote operating margins in the three and six noetided July 31, 20hBere primaril
due to higher subscription services revenues, higtedessional services revenues and improvemardpérating leverage.

In evaluating our results, we generally focus oreaaperating expenses. We believe that our coreatipg expenses reflect our ongc
business in a manner that allows meaningful petdgoleriod comparisons. Our core operating expenseseaoaciled to the most compare
GAAP measure, “total operating expenses,” in tidetabove.

Core operating expenses increased by $78 millmn38% and $148 million , or 38% for the three andmonths ended July 31, 2015
respectively, compared to the prior year periode ihcreases were primarily due to higher emplogésted costs driven by higher headcount.

Costs of subscription services

Core operating expenses in costs of subscriptiorices were $32 million for the three months endety 31, 2015 , compared §23
million for the prior year period, an increase &f ®illion , or 39%. The increase was primarily doean increase of $3 million in employee:
related costs driven by higher headcount, an isereé $3 million in depreciation expense relateduo data centers, an increase of $1 mi
in facilities and IT expenses and an increase ah#llon in service contracts expense to expand danter capacity.

Core operating expenses in costs of subscriptiovices were $62 million for the six months endetly B1, 2015 , compared 943
million for the prior year period, an increase dBdmillion , or 44%. The increase was primarily daean increase of $6 million in employee:
related costs driven by higher headcount, an isereé $6 million in depreciation expense relateduo data centers, an increase of $3 mi
in facilities and IT expenses and an increase ahifon in service contracts expense to expand danter capacity.

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

Costs of professional services

Core operating expenses in costs of professiomaices were $51 million for the three months endety 31, 2015 , compared $3¢
million for the prior year period, an increase of $13 wnillior 34%. This increase was primarily due toeases of $8 million to staff c
deployment and integration engagements and $lomiifi facility and IT-related expenses.

Core operating expenses in costs of professionalces were $94 million for the six months endety B4, 2015, compared tH71
million for the prior year period, an increase of $23 wmillior 32%. This increase was primarily due toeéases of $17 million to staff ¢
deployment and integration engagements and $3omifi facility and IT-related expenses.
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Over time, we expect costs of professional servaces percentage of total revenues to continuettingd as we increasingly rely
third parties to deploy our applications and as thenber of our customers continues to grow. Farafi®016, we anticipate professic
services margins to be lower than fiscal 2015 agwest in building our partnership ecosystem iw mearket segments and geographies.

Product development

Core operating expenses in product development $&8emillion for the three months ended July 31120compared to $60 millicior
the prior year period, an increase of $26 millimr 43% . The increase was primarily due to ineeax $18 million in employeeelated cos
driven by higher headcount and $5 million in fagitnd IT-related expenses.

Core operating expenses in product development §&62 million for the six months ended July 31, 20kompared t$114 millior
for the prior year period, an increase of $48 will, or 42%. The increase was primarily due todases of $34 million in employeelatec
costs driven by higher headcount and $9 milliofacility and IT-related expenses.

We expect that product development expenses williwoe to increase in absolute dollars as we impEvd extend our applications .
develop new technologies.

Sales and marketing

Core operating expenses in sales and marketing $@&enillion for the three months ended July 31120compared to $71 millicior
the prior year period, an increase of $22 millimr 31% . The increase was primarily due to ineeax $13 million in employeeelated cos
driven by higher headcount and higher commissianahles volume, $4 million in advertising, markgtand event costs and $3 millior
facility and IT-related expenses.

Core operating expenses in sales and marketing $&t@ million for the six months ended July 31, 20tompared to $132 millicior
the prior year period, an increase of $47 millimr 36% . The increase was primarily due to ineeax $27 million in employeeelated cos
driven by higher headcount and higher commissianalales volume, $10 million in advertising, mankgtiand event costs, $5 million
facility and IT-related expenses and $3 milliorirewvel 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

Core operating expenses in general and adminigratere $21 million for the three months ended Bily 2015 , compared t®1-
million for the prior year period, an increase &f @illion, or 40%. The increase was primarily doe$8 million in higher employegelatec
costs driven by higher headcount and $3 milliohigher consulting fees.

Core operating expenses in general and adminigtratere $40 million for the six months ended July 3015 , compared to ti&2€
million for the prior year period, an increase d2%million , or 43%. The increase was primarily daes7 million in higher employegslatec
costs driven by higher headcount and $5 milliohigher professional fees.

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

Share-Based Compensation Expenses

Share-based compensation expenses were $65 natidri$112 million for the three and six months endialgt 31, 2015 respectively
compared to $41 million and $70 million for the goriyear periods, respectively. The increase ineshased compensation expenses
primarily due to grants of RSUs to existing and reawployees during the six months ended July 3152@uring the three ansix month:
ended July 31, 2015, the realized excess tax ibemelated to share-based compensation were intialate

Other Operating Expenses

Other operating expenses include employer payagtdlated items on employee stock transactions ahiion and $6 million for th
three and six months ended July 31, 20féspectively, and $2 million for each of the mxsjve prior year periods. In addition, other opieg
expenses included amortization of acquisition-egldahtangible assets of $0.4 million and $0.7 wnillfor the three ansix months ended Ju
31, 2015, respectively, and $0.3 million and $@ibion for the three and six months ended JulyZ114, respectively.
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Other Expense, Net

Other expense, net, decreased $3 million for theetand six months ended July 31, 2015 as comparéuk respective prior ye
periods. The decrease is primarily due to the gaisale of a cost method investment in the cumgeatter of $3 million. The contractual c.
interest expense related to the 2018 and 2020 Ne#ss$2 million and $3 million for the three and snhonths ended July 31, 2015
respectively, and $2 million and $3 million for ttieee and six months ended July 31, 2014, resdetiThe noncash interest expense rele
to amortization of the debt discount and amortizraf debt issuance costs with respect to the 20182020 Notes was $6 million and :
million for the three and six months ended July 115, respectively, and $6 million and $12 million fiwe three and six months ended .
31, 2014, respectively.

Liquidity and Capital Resources

As of July 31, 2015 our principal sources of liquidity were cash,cagjuivalents and marketable securities totaling $illion, whict
were held for working capital purposes. Our caghivadents and marketable securities are comprisi@dapily 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 andketiag activities, the introduction of new and emted services offerings, the contint
market acceptance of our services, the possiblstariion on the leased land in Pleasanton, Caidioand acquisition activities. We may e
into arrangements to acquire or invest in complaargrbusinesses, services, technologies or intak¢property rights in the future. We &
may choose to seek additional equity or debt filvanc

Our cash flows for the three and six months endéd3Il, 2015 and 2014 were as follows:
Three Months Ended Six Months Ended
July 31, July 31,

2015 2014 2015 2014
(in thousands)

Net cash provided by (used in):

Operating activities $ 1551 $ (9,01)) $ 109,57( $ 12,68t¢
Investing activities (73,725 18,19: (198,072 (334,17:)
Financing activities 18,51¢ 7,46 21,05: 2,77:
Effect of exchange rate changes (210) (15) (162) 24

Net increase (decrease) in cash and cash equisalent $ (39,90¢) $ 16,637 $ (67,619 $ (318,69

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 priypand equipment, property and
equipment acquired under capital leases and pwstather (non-acquisition-related) intangiblsets. See “Non-GAAP Financial
Measures” below for further information.

Three Months Ended Six Months Ended
July 31, July 31,
2015 2014 2015 2014
(in thousands)
Net cash provided by (used in) operating activities $ 1551. $ (9,010 $ 109,57( $ 12,68t¢
Purchases of property and equipment (25,797 (28,409 (55,977 (38,287
Free cash flows $ (10,28) $ (37,4200 $ 53,59¢ $ (25,59¢)

Trailing Twelve Months Ended

July 31,
2015 2014
(in thousands)
Net cash provided by (used in) operating activities $ 198,88 $ 54,55¢
Purchases of property and equipment (121,336 (67,38()
Purchases of other intangible assets — (15,000
Free cash flows $ 77,55, $ (27,82Y
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Operating Activities

We use net cash provided by operating activitiea ksy financial metric. Cash provided by operaticgvities was $16 millioffior the
three months ended July 31, 2015 , and cash usegdrating activities was $9 million for the threnths ended July 31, 2014The
improvement in cash flow provided by operating datiés was primarily due to increased cash col@exidriven by growth in our custor
sales contracts, partially offset by increasesuinfeeadcount and other operational expenses.

Net cash provided by operating activities was $hdilion and $13 million for the six months endedlyJ31, 2015 and 2014
respectively. The improvement in cash flow was priflg due to increased cash collections driven byagh in our customer sales contra
partially offset by increases in our headcount atineér operational expenses.

Investing Activities

Cash used in investing activities for the three therended July 31, 2015 was $74 milliowhich was primarily the result of the tim
of purchases and maturities of marketable secsyitiapital expenditures of $26 million, purchaskesast method investments of $16 milli
and a net cash outflow of $8 million related toaaquisition in May 2015. These payments were giridfset by proceeds of $20 million frc
the sale of available-fasale securities, and proceeds of $4 million from shle of a cost method investment. We expectalagipenditure
will be approximately $150 million for the year eng January 31, 2016We expect that these capital outlays will largedyused to expand |
infrastructure of our data centers and to build additional office space to support our growth. ¥égjuired a leasehold interest in lan
Pleasanton, California in January 31, 2014. Weaatiwely evaluating construction alternatives foistsite and therefore have not yet fact
any related development costs into our expectetfad@xpenditures described above.

Cash provided by investing activities for the threenths ended July 31, 2014 was $18 milljomhich was primarily the result of t
timing of purchases and maturities of marketabtisges and the $8 million proceeds from the sdlene available-fosale security, partial
offset by capital expenditures of $28 million anfil® million cost method investment.

Cash used in investing activities for the six merghded July 31, 2015 was $198 milliomhich was primarily the result of the timing
purchases and maturities of marketable securitggsfal expenditures of $56 million, purchasesastenethod investments of $16 million, .
a net cash outflow of $8 million related to an asifion. These payments were partially offset bpgeeds of $30 million from the sale
available-for-sale securities, and proceeds of #fomfrom the sale of a cost method investment.

Cash used in investing activities for the six merghded July 31, 2014 was $334 milliomhich was primarily the result of the timing
purchases and maturities of marketable securdagstal expenditures of $38 million and a $10 roillicost method investment. These payn
were partially offset by proceeds of $8 millionridhe sale of available-for-sale securities.

Financing Activities

For the three months ended July 31, 2015 , cashdad by financing activities was $19 millignvhich was primarily due to $19 milli
of proceeds from the issuance of common stock feamployee equity plans, partially offset by $1 ro#fliin principal payments on our cap
lease obligations.

For the three months ended July 31, 2014 , cashd&d by financing activities was $7 milligrwhich was primarily due to $15 milli
of proceeds from the issuance of common stock fomployee equity plans, partially offset by $3 roitliof Class A common share repurch
for tax withholdings on vesting of restricted st@aid $4 million in principal payments on our capliéase obligations.

For the six months ended July 31, 2015 , cash deavby financing activities was $21 millionvhich was primarily due to $23 milli
of proceeds from the issuance of common stock feamployee equity plans, partially offset by $2 roitliin principal payments on our cap
lease obligations.

For the six months ended July 31, 2014 , cash geavby financing activities was $3 milligwhich was primarily due to $18 million
proceeds from the issuance of common stock froml@rep equity plans, partially offset by $8 millioh Class A common share repurchi
for tax withholdings on vesting of restricted staaid $7 million in principal payments on our capigase obligations.

Free Cash Flows

In addition to net cash provided by (used in) opiegaactivities, management uses free cash flows sy financial metric. Free c¢
flows improved by $27 million to $(10) million fahe three months ended July 31, 2015 , compar&@3@) million for the prior year perio
The improvement was primarily due to increasedssated the related cash collections and decreasgthlcaxpenditures resulting from ¢
million of property and equipment acquired but patd for as of July 31, 2015, partially offset hgtrer operating expenses, driven prims
by increased headcount.
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Free cash flows increased by $80 million to $54iamlfor the six months ended July 31, 2015 , coragdao $(26) millionfor the prio
year period. The improvement was primarily due rioréased sales and the related cash collectiomsallyaoffset by increased capi
expenditures and higher operating expenses, dgrierarily by increased headcount.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of non-GAAP finaaicmeasures in Commission filinggiéfines and prescribes the conditions fot
of non-GAAP financial information. Our measures of coreei@ging expenses, core operating margin and free @aws each meet t
definition of a non-GAAP financial measure.

Core Operating Expenses

We define core operating expenses as our totalatipgrexpenses excluding the following componentsich we believe are n
reflective of our ongoing operational expensesdoh case, for the reasons set forth below, maregdmlieves that excluding the compol
provides useful information to investors and othiersinderstanding and evaluating our operating lt®sand future prospects in the si
manner as management, in comparing financial iesuitoss accounting periods and to those of peepanies and to better understanc
long-term performance of our core business.

» Share-Based Compensation Expensékhough sharésased compensation is an important aspect of thgpensation of ol
employees and executives, management believesiseisl to exclude shateased compensation in order to better understaa
longterm performance of our core business and to fatdlicomparison of our results to those of peerpzonies. For restricts
stock unit awards, the amount of shbhesed compensation expenses is not reflectiveeofdtue ultimately received by the gt
recipients. Moreover, determining the fair valueceftain of the sharkased instruments we utilize involves a high degri
judgment and estimation and the expense recordgdbmar little resemblance to the actual value zedliupon the vesting
future exercise of the related shéw@sed awards. Unlike cash compensation, the vdlgtook options and shares offered ul
the ESPP, which are elements of our ongoing sbased compensation expenses, is determined usiogplex formula th:
incorporates factors, such as market volatility torteiture rates, that are beyond our control.

» Other Operating Expense®©ther operating expenses include employer payashdlated items on employee stock transac
and amortization of acquisition-related intangilslesets. The amount of employer payroll tax-reldteths on shardase:
compensation is dependent on our stock price amet dactors that are beyond our control and dacoatelate to the operation
the business. For business combinations, we génathldcate a portion of the purchase price tongible assets. The amoun
the allocation is based on estimates and assunsptiae by management and is subject to amortizatioe amount of purcha
price allocated to intangible assets and the tdrits oelated amortization can vary significantlydsare unique to each acquisit
and thus we do not believe it is reflective of oagoing operations.

Free Cash Flows

We define free cash flows as net cash providedubgd in) operating activities minus purchases operty and equipment, property i
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 caffitarcy. When calculating free cash flo
we subtract the gross value of all equipment paidof acquired under capital leases, so that weewatuate our progress on free cash f
independent of our capital financing decisions. Wgkeve information regarding free cash flows pda& investors and others with an impol
perspective on the cash available to make stratagipisitions and investments, to fund ongoing afpems and to fund other cap
expenditures.

Limitations on the Use of Non-GAAP Financial Measas

A limitation of our nonGAAP financial measures of core operating expensa® operating margin and free cash flows is they dc
not have uniform definitions. Our definitions wilkely differ from the definitions used by othermpanies, including peer companies,
therefore comparability may be limited. Thus, oonGAAP measures of core operating expenses, coratpgmargin and free cash flo
should be considered in addition to, not as a gubstfor, or in isolation from, measures prepairedccordance with GAAP. Additionally,
the case of share-based compensation, if we digpayptout a portion of compensation in the form lodirebased compensation and rel:
employer payroll taxelated items, the cash salary expense includedsts of revenues and operating expenses woulé@gherhwhich woul
affect our cash position. Further, the MTBAAP measure of core operating expenses has cdirtaiations because it does not reflect all it
of expense that affect our operations and areatefiein the GAAP measure of total operating expgnse
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We compensate for these limitations by reconcilioge operating expenses to the most comparable GiwePcial 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 gle financial measure and to view our n@AAP financial measures in conjunction with
most comparable GAAP financial measures.

See “Results of Operations—Core Operating Expenfas@a reconciliation of the noBAAP financial measure of core opera
expenses to the most comparable GAAP measure| tipgmating expenses,” for the three and six moatited July 31, 2015 and 2014.

See “Liquidity and Capital Resources” for a rectiation of free cash flows to the most comparableAB measure, Net cash provide
by (used in) operating activities,” for the thremaix months ended July 31, 2015 and 2014.

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, as wealbaputer equipment. As of July 31, 2015 , tharuinoneancelable minimum payme
under operating leases were $ 198 million. Durimg ttemainder of the year ended January 31, 2046 anticipate leasing additional off
space near our headquarters and in various othatidas around the world to support our growthadiition, our existing lease agreem
often provide us with an option to renew. We exmectfuture operating lease obligations will inceas we expand our operations.

In January 2014, we entered into a 95-year leasa f9acre parcel of vacant land in Pleasanton, Califgrander which we paid .
million for base rent from commencement through éwelser 31, 2020. Annual rent payments of $0.2 milfius increases based on incre
in the consumer price index begin on January 1128&2d continue through the end of the lease. Istantion does not commence
December 31, 2015, we will be required to make taafthl payments to the lessor, ranging from $0.Bignito $1 million based on the leng
of the delay.

We are not required to make principal payments utitke Notes prior to maturity. If the Notes are notverted to Class A comm
stock prior to their maturity dates, we are requite repay $350 million in principal on July 15,18and $250 million in principal on July :
2020. We are also required to make interest paysnenta semannual basis at the interest rates described i ISobf the notes to t
condensed consolidated financial statements.

We do not consider outstanding purchase orderstpuschase commitments as they represent authorigatio purchase rather tt
binding agreements.

Off-Balance Sheet Arrangements

Through July 31, 2015we did not have any relationships with unconsd#d organizations or financial partnerships, agktructure
finance or special purpose entities that would hlasen established for the purpose of facilitatifighalance sheet arrangements or ¢
contractually narrow or limited purposes.

Critical Accounting Policies and Estimates

Our condensed consolidated financial statements paepared in accordance with GAAP. The preparatidnthese condens
consolidated financial statements requires us tkent@rtain estimates and assumptions that affectahorted amounts of assets, liabili
revenues, costs and expenses, and related diss$o€din an ongoing basis, we evaluate our estinaait@@ssumptions. Our actual results
differ from these estimates under different assionptor conditions.

During the six months ended July 31, 2018ere were no significant changes to our crit@atounting policies and estimate:
described in financial statements contained inAheual Report on Form 10-K for the year ended Jan84, 2015fled with the Securities al
Exchange Commission (SEC) on March 25, 2015.
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB OUT MARKET RISK

Foreign Currency Exchange Risk

We transact business globally in multiple curresciss a result, our results of operations and #asfs are subject to fluctuations due
changes in foreign currency exchange rates. Out sigsificant currency exposures are the Euro aritisB Pound Sterling. Due to the relal
size of our international operations to date armdfétct that the majority of our international cawtis are currently in U.S. dollars, our fore
currency exposure has been fairly limited. We @vdite that our exposure to foreign currency flutares will increase over time, and, &
result, we initiated a hedging program focusedenain currencies in fiscal 2015.

Interest Rate Sensitivity

We had cash, cash equivalents and marketable Sesudtaling $1.9 billion as of July 31, 2018Cash equivalents and market:
securities were invested primarily in U.S. agenbiigations, U.S. treasury securities, corporateisges, commercial paper, and money me
funds. The cash, cash equivalents and marketallarises are held for working capital purposes. Qurestments are made for cag
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 forcedsétl securities that decline in market value duehtanges in interest rates. However, becau:
classify our marketable securities as “availablesfde,”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 $7 million market value reduction in our intrasn
portfolio as of July 31, 2015 . All of our investnie earn less than 100-basis points and as a,rasuthmediate decrease of 18&sis points i
interest rates would have increased the marketevhju$2 million as of July 31, 2015This estimate is based on a sensitivity modet
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.

Market Risk and Market Interest Risk

In June 2013, we issued $350 million of 2018 N@ted $250 million of 2020 Notes. Holders may convke Notes prior to maturi
upon the occurrence of certain circumstances. WWoowersion, holders of the 2018 Notes and 2020 $\wi# receive cash, shares of Clas
common stock or a combination of cash and shar&asis A common stock, at our election.

Concurrently with the issuance of the Notes, wesiet into separate note hedge and warrant traoeactThese separate transaci
were completed to reduce the potential economididit from the conversion of the Notes.

Our Notes have fixed annual interest rates at 0.85% 1.50% and, therefore, we do not have econartécest rate exposure on
Notes. However, the values of the Notes are expuséuerest rate risk. Generally, the fair markalue of our fixed interest rate Notes 1
increase as interest rates fall and decreaseeagsttrates rise. In addition, the fair valueshef 2018 Notes and the 2020 Notes are affect
our stock price. The carrying values of our 2018d¥@nd 2020 Notes were $303 million and $200 onilli respectively, as of July 31, 2015
These represent the liability component of the ggpal balance of our Notes as of July 31, 20T%e total estimated fair values of the 2
Notes and 2020 Notes July 31, 2015 were $418 million and $310 milliorespectively, and the fair value was determireseld on the quot
bid price of the Notes in an over-the-counter made of the last day of trading for the three merghded at July 31, 2015wvhich wert
$119.31 and $124.19 , respectively. For furthesrimiation, see Note 8 of the notes to condensedtidated financial statements.
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ITEM 4. CONTROLS AND PROCEDURES

(a) Evaluation of Disclosure Controls and Procedurg

Under the supervision and with the participationoaf management, including our principal executiwiicer 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 13db(e) under the Securities Exchange Act of 1934nasnded, (the Exchange Act), as of the end opéhied covere
by this report (Evaluation Date).

In designing and evaluating our disclosure contamld procedures, management recognizes that acigsiise 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 possibletada and procedures relative to their co

Based on managemesittvaluation, our principal executive officer anthpipal financial officer concluded that our disstre contro
and procedures are designed to, and are effectjy@dvide assurance at a reasonable level thahtbenation we are required to disclosi
reports that we file or submit under the Exchangeisrecorded, processed, summarized and repaithth the time periods specified in S
and forms, and that such information is accumulated communicated to our management, includingpsincipal executive officer ai
principal financial officer, as appropriate, tooall timely decisions regarding required disclosures.

(b) Changes in Internal Control Over Financial Repating

Under the supervision and with the participationoaf management, including our principal executiwiicer and principal financi
officer, we conducted an evaluation of any charigesur internal control over financial reportings(auch term is defined in Rules 1B5()
and 15d15(f) under the Exchange Act) that occurred dudng most recently completed fiscal quarter. Basedhat evaluation, our princig
executive officer and principal financial officeorrcluded that there has not been any material éhangur internal control over financ
reporting during the quarter covered by this reploat materially affected, or is reasonably likedymaterially affect, our internal control o
financial reporting.
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PART Il. OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS

In the ordinary course of business, we are invoivedarious legal proceedings and claims relatedllgged infringement of thirgarty
patents and other intellectual property rights, emrcial, employment and other claims.

We have been, and may in the future be, put orceathd/or sued by third parties for alleged infeimgnt of their proprietary righ
including patent infringement. We evaluate thesagintd and lawsuits with respect to their potentiadrits, our potential defenses i
counterclaims, and the expected effect on us. €chnologies may be subject to injunction if theg Bound to infringe the rights of a th
party. In addition, many of our subscription agreets require us to indemnify our customers fordtpiarty intellectual property infringeme
claims, which could increase the cost to us ofdreese ruling on such a claim.

The outcome of any litigation, regardless of itgitseis inherently uncertain. Any intellectual pesty claims and other lawsuits, and
disposition of such claims and lawsuits, could ib@etconsuming and expensive to resolve, divert manageatéention from executing ¢
business plan, lead to attempts on the part ofr gihdies to seek similar claims and, in the cdsiatellectual property claims, require us
change our technology, change our business practind/or pay monetary damages or enter into slbortengterm royalty or licensin
agreements.

In general, the resolution of a legal matter coptdvent us from offering our services to othersjléde material to our financ
condition or cash flows, or both, or could othemvélversely affect our operating results.

We make a provision for a liability relating to Egnatters when it is both probable that a liapitias been incurred and the amoul
the loss can be reasonably estimated. These poosisire reviewed at least quarterly and adjusteckftect the impacts of negotiatio
settlements, rulings, advice of legal counsel atiteroinformation and events pertaining to a paldicunatter. In managemestopinion
resolution of these matters is not expected to laneterial adverse impact on our condensed caadetl results of operations, cash flow
financial position. However, depending on the rmatand timing of any such dispute, an unfavorabé®ltgion of a matter could materie
affect our future results of operations or castwépor both, of a particular quarter.

33




Table of Contents

ITEM 1A. RISK FACTORS

Investing in our securities involves a high degodeisk. You should consider carefully the risksl amcertainties described belc
together with all of the other information in thisport, including the condensed consolidated finalnstatements and the related notes inclt
elsewhere in this report, before making an inveatntkecision. The risks and uncertainties describetbw are not the only ones we f:
Additional risks and uncertainties that we are uaasvof, or that we currently believe are not maderimay also become important factors
materially and adversely affect our business. if ahthe following risks actually occurs, our buesis operations, financial condition, result
operations, and prospects could be materially addeasely affected. The market price of our se@sitiould decline due to the materializa
of these or any other risks, and you could losé paall of your 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 itiéring
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 obligatiorsd 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 tmess 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 diffi@s, such as bankruptcy, faced by our tlpetty data center operators or any of the se
providers with whom we or they contract may havgatiee effects on our business, the nature anchextewhich are difficult to predic
Additionally, if our data centers or AWS are unatiekeep up with our needs for capacity, this cchdsle an adverse effect on our busir
Any changes in thirgbarty service levels at our data centers or at AMW&ny errors, defects, disruptions, or other peréoce problems wi
our applications could adversely affect our repatatand may damage our customesgired files or result in lengthy interruptions aar
services. Interruptions in our services might adghyr affect our reputation and operating resulisise us to issue refunds or service cred
customers for prepaid and unused subscription sesysubject us to potential liabilities, resultontract terminations, or adversely affect
renewal rates.
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Furthermore, our financial management applicatisnessential to our customerBhancial projections, reporting and complia
programs, particularly customers who are publiorépg companies. Any interruption in our servicayraffect the availability, accuracy
timeliness of these and as a result could damageeputation, cause our customers to terminate theg of our applications, require ut
indemnify our customers against certain lossespaedent us from gaining additional business fromrent or future 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 @stomers. 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 pearimidunavailability 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 adversedcttiur 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, Califor@Dablin, Ireland; and Amsterdam, the Netherlands. &0 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 degary action against us in connection with suatidents, 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, stargge and transmit demographic and pers
information of their employees, customers and sepplwhich could limit the use, effectiveness adption of our applications and red
overall demand. Even the perception of privacy eoms, whether or not valid, may inhibit market aitop effectiveness or use of «
applications.

In addition to government activity, privacy advogagroups and the technology and other industriescansidering 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.
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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, keadt and operations.
particular, we grew from approximately 300 emplay@s of December 31, 2008 to approximately 4,50pl@mees as of July 31, 2015nc
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 appropriabelsnmunicated 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 anycdfied period and they could terminate their empheynt with us at any time. The loss of
or more of our executive officers or key employaes any failure to develop an appropriate succegsian for these persons could ha
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/tleceive 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 dmdgatively affect our future success, including ability to retain and recruit personnel
to effectively focus on and pursue our corporateatives.
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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 appitios 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. Sonstéooters 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 custbmiit 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; fers 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 saleif 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 accepteddhaapplications, 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 qmremise 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 competitapplications. 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 ofltlnited 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 adweadfcted.

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 HCMiliegion. 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 busireasd operating results. Our participa
in the markets for our financial management andyéina applications is more recent, and it is utaierwhether these areas will ever rest
significant revenues for us. Further, the introdutbf new applications beyond these markets maypasuccessful.
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If we are not able to provide successful enhancensenew features and modifications, our businessiicbbe 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 varietyaxfltnologies and we must continuously modify anchané our applications to adap
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 effectivaxmea could reduce the demand for
applications, result in customer dissatisfactiod Barm our operating results and business.

If our applications fail to perform properly, our eputation could be adversely affected, our markbase could decline and we could
subject to liability claims

Our applications are inherently complex and maytaionmaterial defects or errors. Any defects inclionality or that caus
interruptions in the availability of our applicati® could result in:

* loss or delayed market acceptance and ¢
» breach of warranty clairr
» issue refunds or service credits to customersrigpgid and unused subscription servi
* loss of customer
» diversion of development and customer service mess;an
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 calledtmanage, 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.

Our errors and omissions insurance may be inadequahay not be available in the future on accdetyms, or at all. In addition, ¢
policy may not cover all claims made against us@efénding a suit, regardless of its merit, coddbstly and divert management’s attention.
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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 anidhteia profitability depends, in large part, on w#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
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 featmd 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 prafiesal services or applications delivered,
we could incur additional costs to address theatitn, the revenue profile of the contract couldirbpacted, and the dissatisfaction with
services could damage our ability to expand thdiegtpns subscribed to by our customers. We misst align our product development i
professional services operations in order to ensbaé customersevolving needs are met. Negative publicity relatedour custome
relationships, regardless of its accuracy, mayh&rrdamage our business by affecting our abilitgdmpete 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
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 supportices provided by our competitc
Increased customer demand for these services, wtitwresponding 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.

Sales to customers outside the United States ot viitternational operations expose us to risks inle@t in international sales an
operations.

A key element of our growth strategy is to expandinternational operations and develop a worldwidstomer base. To date, we
not realized a substantial portion of our revenines customers headquartered outside the UnitetbSt®perating in international mark
requires significant resources and managementtatteand will subject us to regulatory, economial golitical risks that are different frc
those in the United States. Because of our limégperience with international operations, our inétional expansion efforts may not
successful in creating demand for our applicatimmside 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:
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» the need to localize and adapt our applicationssfparcific countries, including translation into dan languages and associi
expenses;

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

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

» difficulties in appropriately staffing and managifageign operations and providing appropriate consagion for local market
« difficulties in leveraging executive presence anthpany culture globall

» different pricing environments, longer sales cyelad longer accounts receivable payment cyclesalhections issue

» new and different sources of competit

» weaker protection for intellectual property andeastkegal rights than in the United States and pralctifficulties in enforcin
intellectual property and other rights outsidehs tnited States;

» laws, customs and business practices favoring arapetitors

» compliance challenges related to the complexitymufltiple, conflicting and changing governmental sawnd regulation
including employment, tax, privacy and data pratectaws and regulations;

» increased financial accounting and reporting busderd complexitie

» 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 economic and political conditic

Some of our international contracts are not denateih in local currencies. However, the majority cafr 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 impmaot operating results when translated
U.S. dollars. We have a hedging program but we aassure that this hedging program will be effecand we will continue to have risk
exchange rate fluctuations.

We have acquired, and may in the future acquirehet companies, employee teams or technologies, isiculd 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 c
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.

We have limited experience in acquisitions. We malybe able to integrate acquired personnel, opasaand technologies successf
or effectively manage the combined operations Yalhgy the acquisition. We also may not achieve thiicgoated benefits from the acquisitic
due to a number of factors, including:

« inability to integrate or benefit from acquisitioimsa profitable manne

« incurrence of acquisitiorelated costs or liabilities, some of which mayub@nticipatec

» difficulty integrating the intellectual propertyperations and accounting systems of the acquireihése

» difficulty integrating and retaining the personoéthe acquired busine:

+ difficulties and additional expenses associatetl sitpporting legacy products and hosting infrastmecof the acquired busine

» difficulty converting the customers of the acquilagsiness onto our applications and contract temmefding disparities in tt
revenues, licensing, support or professional sesvinodel of the acquired company;

» diversion of managemestattention from other business conce
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» adverse effects on our existing business relatipsshith business partners and customers as a mdghe acquisitior
» use of resources that are needed in other paagrdfusiness; ai
» use of substantial portions of our available castonsummate 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 issuasicef equity securities or the incurrence of debijolwv 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 futur

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 newomests and develop our applications. We expect parating expenses to increase in
future due to anticipated increases in sales antkating expenses, product development expensegsatopes costs and general |
administrative costs, and therefore we expect osgds to continue for the foreseeable future. Eurtbre, to the extent we are successf
increasing our customer base, we will also incardased losses in the acquisition period becauste agsociated with acquiring customer:
generally incurred up front, while subscriptionvsees 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 ouri@nt development efforts for several years, ifadk

Developing software applications is expensive draihvestment in product development often involaeleng 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 mastinue to dedicate a significant amount of weses to our development efforts
maintain our competitive position. However, we nmay receive significant revenues from these investsfor 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.

Our ability to forecast our future rate of growthlimited and subject to a number of uncertaintiesluding 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 dglowates, including slowing demand for our servjéesreasing 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 seesritobuld be adversely affected.
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Because we recognize subscription services revemwes the term of the contract, downturns or uptiwgiin 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 awed 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 applicatiospatential changes in our pricing polic
or rate of renewals, may not be fully reflectedim results of operations until future periods. Wvay be unable to adjust our cost structu
reflect the changes in revenues. In addition, aifsg;nt majority of our costs are expensed astrirer) 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 periodeasnues 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 theurfeitand period-t@eriod comparisons of our operating results may betmeaningfu
Accordingly, the results of any one quarter shadtibe 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 oecwsities. Factors that may ca
fluctuations in our quarterly financial resultslinde, without limitation, those listed below:

» our ability to attract new custome
» the addition or loss of large customers, includlmpugh acquisitions or consolidatio
» the timing of recognition of revenu

« the amount and timing of operating expenses relatedhe maintenance and expansion of our businggsrations ar
infrastructure;

* network outages or security breacl

e general economic, industry and market conditi

» customer renewal rats

* increases or decreases in the number of elementy services or pricing changes upon any reneafadsstomer agreemer
» changes in our pricing policies or those of our petitors

» the mix of applications sold during a peri

» seasonal variations in sales of our applicatiodsclvhave historically been highest in our fis@irth quarte

» the timing and success of new application and servitroductions by us or our competitors or ariyeothange in the competit
dynamics of our industry, including consolidation@ag competitors, customers or strategic partrzers;

» the timing of expenses related to the developmerdcquisition of technologies or businesses anérmiatl future charges f
impairment of goodwill from acquired companies.

Our ability to predict the rate of customer subsgtion 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 tompete 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 deingmeater price concessions. As a result, in therduve may be required to reduce
prices, which could adversely affect our revengesss margin, profitability, financial position andsh flow.
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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 differerntipg terms. Our customers2newal rate
may decline or fluctuate as a result of a numbefaofors, including their level of satisfaction wibur pricing or our applications and tt
ability to continue their operations and spendiengls. If our customers do not renew their subsorig for our applications on similar prici
terms, our revenues may decline and our businagd soffer. In addition, over time the average tafmur 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 costhesalfforts that are targeted at senior managenfetiitese 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 gales infrastructure in order to grow our custobase and our business. We ple
continue to expand our direct sales force, bothektimally 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 andrtrair direct sales force do not genere
corresponding increase in revenues. In particilawe are unable to hire, develop and retain taldrdales personnel or if new direct s
personnel are unable to achieve desired productevels in a reasonable period of time, we mayh®able 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 oef§éctive manner is critical to achiev
widespread acceptance of our applications andctititnnew customers. Brand promotion activities may generate customer awarenes
increase revenues, and even if they do, any ineraasevenues 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 branidilding 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 providersntiiging partners, and negotiating and documentiatationships with them, requii
significant time and resources. Our competitors imaeffective 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.

If we are unsuccessful in establishing or maintagnbur relationships with third parties, our ailib 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 i#idd, a strong dollar could reduce demand for praducts in countries with relatively wea
currencies. These adverse conditions could reaufeductions 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@duposition. 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 e wur intellectual property. We rely on patewpyright, trade secret and traden
laws, trade secret protection and confidentialitylioense agreements with our employees, custonpendners and others to protect
intellectual property rights. However, the stepstale to protect our intellectual property rightaynbe inadequate.
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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. Faatmore, 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 techgglaenfringe 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 assextinst 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 wathy 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 managérmaed 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 covengoen source licenses, which may include, by wiagxample, GNU General Puk
License and the Apache License. The terms of varamen source licenses have not been interpretéthibyd States courts, and there is a
that such licenses could be construed in a mah@aeirhposes 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 oyprigtary software, and to make
proprietary software available under open sounbes, if we combine our proprietary software wjikn source software in a certain mar
In the event that portions of our proprietary seftevare determined to be subject to an open sdigerese, we could be required to publ
release the affected portions of our source caglengineer all or a portion of our technologies, threowise be limited in the licensing of
technologies, each of which could reduce or elitginthe value of our technologies and services. ddit®n to risks related to licen
requirements, usage of open source software cahttegreater risks than use of third party comnadrsoftware, as open source licen
generally do not provide warranties or controlsttoa origin of the software. Many of the risks asataxl with usage of open source softv
cannot be eliminated, and could negatively affectlusiness.

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

Our applications incorporate certain thjpdrty software obtained under licenses from ott@mmanies. 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@rty software may require significant work
require substantial investment of our time andweses. To the extent that our applications depgruwhuhe 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 Inmtet or changes in the Internet infrastructure itfemay diminish the demand for ot
applications, and could have a negative impact amr business.

Federal, state or foreign government bodies or éigerhave in the past adopted, and may in thedwtdopt, laws or regulations relai
to Internet usage. Changes in these laws or reégogatould require us to modify our applicationsairer to comply with these laws
regulations. In addition, government agencies iMape organizations may begin to impose taxes, ée@her 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 aptptina such as ours.
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In addition, businesses could be adversely affedtedto delays in the development or adoption @f sndards and protocols to hai
increased demands of Internet activity, securélability, 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 reSdhmag
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 attte 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 reportil
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 procesdmgpmentation 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 subjedhvestigations by the New York Stock Exchange (MY, Sthe SEC, or other regulat
authorities, which could require additional finaalcatnd management resources. In addition, becaaseses Workday's financial managen
application, any problems that we experience wiitlhricial 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 &traur resources and divert management’s attention.

We are subject to the reporting requirements of Eikehange Act, the Sarban®xley Act, the Wall Street Reform and Consu
Protection Act (the Dodé&rank Act), the listing requirements of the NYSElather applicable securities rules and regulati@mmplianc
with these rules and regulations has increasedwilhdontinue to increase our legal and financiainpliance costs, make some activities r
difficult, time-consuming or costly, and increase demand on otersygsand resources. In particular, we have incuanetlexpect to continue
incur significant expenses and devote substantéalagement effort toward ensuring compliance with rdquirements of Section 404 of
Sarbanes-Oxley Act. The Sarbar@sley Act requires, among other things, that wentzain effective disclosure controls and procedanec
internal control over financial reporting. In ordEr maintain and, if required, improve our discl@sontrols and procedures and inte
control over financial reporting to meet this stard significant resources and management oversighy be required. As a res
management’s attention may be diverted from othsintess concerns, which could harm our businessp@ihting 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 byulagry 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@dd 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 theviiets intended by regulatory or governing boddsee to ambiguities related to pract
regulatory authorities may initiate legal proceegimgainst us and our business may be harmed.
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We will not be able to utilize a portion of our nefperating loss or research tax credit carryforwardwhich could adversely affect o
profitability.

As of July 31, 2015 we had federal and state net operating loss foawsgrds due to prior period losses, which if ntiized will begin tc
expire in 2025 and 2016 for federal and state ppeporespectively. We also have federal reseaxctrédit carryforwards, which if not utiliz
will begin to expire in 2025. These net operatiogsl and research tax credit carryforwards couldrexmused and be unavailable to rec
future income tax liabilities, which could advessaffect our profitability. In addition, under Sewt 382 of the Internal Revenue Code of 1
as amended (the Code), our ability to utilize n@rating loss carryforwards or other tax attribugesh as research tax credits, in any ta:
year may be limited if we experience “ownership change.” A Section 382 “ownership chénggnerally occurs if one or more stockholdel
groups of stockholders who own at least 5% of docksincrease their ownership by more than 50 pgage points over their low:
ownership percentage within a rolling thngear period. Similar rules may apply under statddas. It is possible that an ownership chang
any future ownership change, could have a matefiatt on the use of our net operating loss carwéods or other tax attributes, which cc
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.

We operate and are subject to taxes in the UnitateSand numerous foreign jurisdictions throughbatworld. Changes to fede
state, local or international tax laws on incorrades, use, indirect or other tax laws, statutdesyuegulations or ordinances on multinati
corporations are currently being considered by Uinéed States and other countries where we do bssinThese contemplated legisle
initiatives include, but not limited to, changesttansfer pricing policies and definitional changegermanent establishment could be ap
solely or disproportionately to services providegmthe Internet. These contemplated tax initigjvefinalized and adopted by countries, 1
ultimately impact our effective tax rate and coafiiversely affect our sales activity resulting inemative impact on our operating results
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 pastwts If we are unsuccessful in collecting suchesaftom our customers, we could be |
liable for such costs, thereby adversely impactingoperating results and cash flows. If our cusiammust pay additional fines or penaltie
could adversely affect demand for our services.

Our reported financial results may be adverselyadffed by changes in accounting principles generaltcepted in the United States.

Generally accepted accounting principles in theté¢hiStates are subject to interpretation by tharkial Accounting Standards Bo
(FASB), the SEC, and various bodies formed to pigate and interpret appropriate accounting primsplA change in these principles
interpretations could have a significant effectoam reported financial results, and could affeet teporting of transactions completed be
the announcement of a change.

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 July 31, 2015, our cfmunder and Chairman Mr. Duffield, together witls hiffiliates, held voting rights with respect to ®ilion
shares of Class B common stock and 0.2 millioneshaf Class A common stock. In addition, Mr. DUffi@olds 0.2 million RSUs, which w
be settled in an equivalent number of shares a§sCdacommon stock. As of July 31, 2015 , ourfaender and CEO Aneel Bhusri, togel
with his affiliates, held voting rights with respeo 7 million shares of Class B common stock.ddition, Mr. Bhusri holds exercisable optit
to acquire 3 million shares of Class B common stdchiillion shares of Class B restricted stock @rgimillion RSUs, which will be settled
an equivalent number of shares of Class A commockst-urther, Messrs. Duffield and Bhusri have mdento a voting agreement un
which each has granted a voting proxy with respeatertain Class B common stock beneficially owhgdhim effective upon his death
incapacity as described in our registration statéroa Form St filed in connection with our initial public offerg. Messrs. Duffield and Bhu
have each initially designated the other as thespective proxies. Accordingly, upon the death rarapacity of either Mr. Duffield
Mr. Bhusri, the other would individually continue tontrol the voting of shares subject to the \gp{imoxy. Collectively, the shares descri
above represent a substantial majority of the gopiower of our outstanding capital stock. As a lteddiessrs. Duffield and Bhusri have
ability to control the outcome of matters submittedour stockholders for approval, including theaotion of directors and any merg
consolidation, or sale of all or substantially aflour assets. In addition, they have the abilitycontrol the management and affairs of
company as a result of their positions as our @teirand CEO, respectively, and their ability totomirthe election of our directors. As bo
members and officers, Messrs. Duffield and Bhusve @ fiduciary duty to our stockholders and mudtiacgood faith in a manner th
reasonably believe to be in the best interestaipstiockholders. As stockholders, even as comiglitockholders, they are entitled to vote 1
shares in their own interests, which may not alwag/n the interests of our stockholders generally.
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The dual class structure of our common stock ha® thffect of concentrating voting control with ourh@irman and CEO, and also wi
other executive officers, directors and affiliatetis 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 votpayer of our outstanding capital stock as of July015 . Because of the tendoe 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 stdglilgenerally result in those shares convertingtass A common stock, subjec
limited exceptions, such as certain transfers &ftefor estate planning purposes. The conversiddads B common stock to Class A comi
stock will have the effect, over time, of increasthe relative voting power of those holders ofs8I& 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 hesnbvolatile historically, and could be subjecimide fluctuations in response
various factors described below. These factorsyels as the volatility of our Class A common stodquld also impact the price of «
convertible senior notes. The factors that maycatiee trading price of our securities, some ofalibare beyond our control, include:

» overall performance of the equity mark

» fluctuations in the valuation of companies pereé by investors to be comparable to us, suchigtsdrowth or cloud companie
or in valuation metrics, such as our price to rexratio;

» changes in the estimates of our operating redudtiswe provide to the public, our failure to mdetde projections or change:
recommendations by securities analysts that folawsecurities;

« announcements of technological innovations, newli@gmns or enhancements to services, acquisitistrategic alliances
significant agreements by us or by our competitors;

» disruptions in our services due to computer hardwsaftware or network probler

e announcements of customer additions and custonmeelttations 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 officensdasignificant stockholders, or the perceptionhia imarket that the holders ¢
large number of shares intend to sell their shares;

» the exercise of rights held by certain of our staillers, subject to some conditions, to requiréoufile registration statemel
covering their shares or to include their shareggistration statements that we may file for olwesor our stockholders;

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

» sales and purchases of any Class A common staskdagoon conversion of our convertible senior notes connection with tt
convertible note hedge and warrant transactioréa@lto such convertible senior notes;

» 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 guinlarket
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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 t
operating performance of these companies. Furthertrading prices of publicly traded shares of pamies in our industry have b
particularly volatile and may be very volatile hetfuture.

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

We have indebtedness in the form of convertibleisemotes.

In June 2013, we completed an offering of $350.0iani of 0.75% convertible senior notes due July 2618 (2018 Notes), and
concurrently issued an additional $250.0 milliorld§0% convertible senior notes due July 15, 2@22Q Notes).

As a result of these convertible notes offerings,imcurred $350.0 million principal amount of ingietiness, which we may be requ
to pay at maturity in 2018, and $250.0 million gipal amount of indebtedness, which we may be redub pay at maturity in 2020, or ug
the occurrence of a fundamental change (as defindlte applicable indenture). There can be no asserthat we will be able to repay
indebtedness when due, or that we will be abletimance this indebtedness on acceptable termsaik én 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 capitalpita 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 2018tBk or our 2020 Notes may affect the price of @lass A common stocl

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.@#jich become exercisable beginning on Octobe@%8. In connection with our offering
the 2020 Notes, we sold warrants to acquire uppfyaimately 3.1 million shares of our Class A coamstock at an initial strike price
$107.96, which become exercisable beginning on l&2etd5, 2020. The warrants may be settled in sharea cash. The exercise of
warrants could have a dilutive effect if the margdte per share of our Class A common stock excéleel strike price of the warrants. -
counterparties to the warrant transactions and netige transactions relating to the 2018 Notestla@@®020 Notes are likely to enter intc
unwind various derivative instruments with respcbur Class A common stock or purchase or selteshaf our Class A common stock
other securities linked to or referencing our Classommon stock in secondary market transactioits po the respective maturity of the 2(
Notes and the 2020 Notes. These activities couwdraely affect the trading price of our Class A coom stock

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

Our status as a Delaware corporation and thetakeiover provisions of the Delaware General Coipmrd_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 mtrod of our company requires the approval of aargj of our outstanding Cla
B common stock voting as a separate class;

e our dual class common stock structure, which presidur chairman and CEO with the ability to conth& outcome of matte
requiring stockholder approval, even if they owgndficantly less than a majority of the shares of outstanding Class A a
Class B common stock;

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

48




Table of Contents

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

» certain amendments to our restated certifichteamrporation or restated bylaws will require #iygproval of twathirds o
the combined vote of our then-outstanding sharédads A and Class B common stock;

« our stockholders will only be able to take actibia aneeting of stockholders and not by written emitisan:
» vacancies on our board of directors will be ablbédilled only by our board of directors and ngtdbockholder:

« only our chairman of the board, chief execut¥icer, either copresident, or a majority of our board of directars authorized
call a special meeting of stockholders;

e certain litigation against us can only be broughbelaware

» we will have two classes of common stock until diage 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%hefoutstanding Class A and Class B common stodknifie month
following the death of both Mr. Duffield and Mr. Béri, or (iv) the date on which the holders of garity of the shares of Class
common stock elect to convert all shares of Clagommon stock and Class B common stock into a aintss of commc
stock;

» our restated certificate of incorporation authasinadesignated preferred stock, the terms of wimat be established, and shi
of which may be issued, without the approval oftib&ders of Class A common stock; and

» advance notice procedures apply for stockholdensotninate candidates for election as directorsodoring matters before
annual 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 eledtetttors of their choosing and to cause t
take other corporate actions they desire, any a¢hylunder certain circumstances, could depresmtir&et price of our securities.

We have broad discretion in the use of our cashdades and may not use them effectively.

We have broad discretion in the use of our casangals and may not use them effectively. The faibyreur management to apply th
funds effectively could adversely affect our busgend financial condition. Pending their use, way rimvest the net proceeds from tf
offerings in a manner that does not produce incomthat loses value. Our investments may not yéefdvorable return to our investors
may negatively impact the price of our securities.

If securities or industry analysts publish inaccut@ 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 secuatigglustry analysts publish about u
our business. If one or more of the analysts wheaercas downgrade our Class A common stock or paliiaccurate 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 dagure 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.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

a) Sales of Unregistered Securities

Not applicable.

b) Use of Proceeds from Public Offerings of Comm8tock

On October 17, 2012, we closed our initial publifeing (IPO), in which we sold 26.2 million sharet Class A common stock a
price to the public of $28.00 per share pursuart tegistration statement on Form S-1 (File No.-883640), which was declared effective
the SEC on October 11, 2012.

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

ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.

ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.

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

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

Incorporation by Reference

Exhibit
Number Form File No. Filing Date Exhibit No. Filed Herewith
3.1 Amended and Restated Bylaws of the 8-K 001-35680 June 5, 2015 3.1
Registrant
31.1 Certification of Principal Executive Officer
Required Under Rule 13a-14(a) and 15d-14
(a) of the Securities Exchange Act of 1934,
as amended.
31.2 Certification of Principal Financial Officer
Required Under Rule 13a-14(a) and 15d-14
(a) of the Securities Exchange Act of 1934,
as amended.
32.1 Certification of Principal Executive Officer

pursuant to 18 U.S.C. Section 1350, as
adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002.

32.2 Certification of Principal 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

101.SCH  XBRL Taxonomy Schema Linkbase
Document

101.CAL XBRL Taxonomy Calculation Linkbase
Document

101.DEF XBRL Taxonomy Definition Linkbase
Document

101.LAB XBRL Taxonomy Labels Linkbase
Document

101.PRE XBRL Taxonomy Presentation Linkbase
Document
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SIGNATURES

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

Dated: September 4, 2015

Workday, Inc.

/sl Mark S. Peek
Mark S. Peek

Co-President and Chief Financial Officer
(Principal Financial Officer)
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Exhibit
Number

3.1

31.1

31.z

32.1

32.2

101.INS
101.SCH

101.CAL

101.DEF

101.LAB

101.PRE

Exhibit Index
Incorporation by Reference
Form File No. Filing Date Exhibit No. Filed Herewith
Amended and Restated Bylaws of the 8-K 001-35680  June 5, 2015 3.1

Registrant

Certification of Principal Executive
Officer Required Under Rule 13a-14(a)
and 15d-14(a) of the Securities
Exchange Act of 1934, as amended.

Certification of Principal Financial
Officer Required Under Rule 13a-14(a)
and 15d-14(a) of the Securities
Exchange Act of 1934, as amended.

Certification of Principal Executive
Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section
906 of the Sarbanedxley Act of 2002

Certification of Principal Financial
Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section
906 of the Sarbanedxley Act of 2002

XBRL Instance Document
XBRL Taxonomy Schema Linkbase
Document

XBRL Taxonomy Calculation
Linkbase Document

XBRL Taxonomy Definition Linkbase
Document

XBRL Taxonomy Labels Linkbase
Document

XBRL Taxonomy Presentation
Linkbase Document
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Exhibit 31.1

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

I, Aneel Bhusri, certify that:
1. | have reviewed this quarterly report on Foil®H of Workday, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

3. Based on my knowledge, the financial statementd,ather financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amgtfe periods presented in this report;

4, The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
15a-15(f) and 15d-15(f)) for the registrant andéiav

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidghsubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmuce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registsagdisclosure controls and procedures and pres@ntb report our conclusions ab
the effectiveness of the disclosure controls armteutures, as of the end of the period covered tsyréport based on st
evaluation; and

d. Disclosed in this report any change in thestegnt’'s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbm® that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrang other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrast’board of directors (or persons performing theveden:
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contradofinancial 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 invedvmanagement or other employees who have a smmiifrole in the registrarst
internal control over financial reporting.

Date: September 4, 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 quarterly report on Foil®HL of Workday, Inc

2. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

3. Based on my knowledge, this report does not corgajnuntrue statement of a material fact or omittde a material fact necessar
make the statements made, in light of the circunt&s under which such statements were made, ntgadisg with respect to t
period covered by this report;

4, The registrans other certifying officer(s) and | are responsifile establishing and maintaining disclosure cdstand procedures {
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
15a-15(f) and 15d-15(f)) for the registrant andéiav

a. Designed such disclosure controls and proceduresawsed such disclosure controls and proceduré tdesigned under ¢
supervision, to ensure that material informatidatieg to the registrant, including its consolidghsubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pneszh

b. Designed such internal control over financial réipgr; or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable amsaraegarding the reliability of financial repogirand the preparation
financial statements for external purposes in atmuce with generally accepted accounting princjples

c. Evaluated the effectiveness of the registsadisclosure controls and procedures and pres@ntbs report our conclusions ab
the effectiveness of the disclosure controls armteutures, as of the end of the period covered tsyréport based on st
evaluation; and

d. Disclosed in this report any change in thestegnt’'s internal control over financial reportitigat occurred during the registrant’
most recent fiscal quarter (the registrarfourth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regasit's internal control over financial reporting;dan

5. The registrang other certifying officer(s) and | have disclosedsed on our most recent evaluation of internatrob over financie
reporting, to the registrant’s auditors and theitacoimmittee of the registrastboard of directors (or persons performing theveden:
functions):

a. All significant deficiencies and material weaknessethe design or operation of internal contradofinancial 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 invedvmanagement or other employees who have a s@miifrole in the registrarst
internal control over financial reporting.

Date: September 4, 2015 By: /s/ Mark S. Peek
Mark S. Peek
Co-President and Chief Financial Officer
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF PRINCIPAL 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. $aretl350, as adopted pursuant to Section 906 oStHibane©xley Act of 2002, tha
to my knowledge, the Quarterly Report of Workday;.lon Form 10-Q for the fiscal quarter ended 3dly2015fully complies with th
requirements of Section 13(a) or 15(d) of the S&earExchange Act of 1934 and the information eamgd in such Form 1Q-fairly present:
in all material respects, the financial conditiodaesults of operations of Workday, Inc.

Date: September 4, 2015 By: /s/ Aneel Bhusri
Aneel Bhusri
Chief Executive Officer
(Principal Executive Officer)




Exhibit 32.2

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

I, Mark S. Peek, certify pursuant to 18 U.S.C. Bec1350, as adopted pursuant to Section 906 oSdrbane®xley Act of 2002, tha
to my knowledge, the Quarterly Report of Workday;.lon Form 10-Q for the fiscal quarter ended 3dly2015fully complies with th
requirements of Section 13(a) or 15(d) of the S&earExchange Act of 1934 and the information eamgd in such Form 1Q-fairly present:
in all material respects, the financial conditiodaesults of operations of Workday, Inc.

Date: September 4, 2015 By: /s/ Mark S. Peek
Mark S. Peek
Co-President and Chief Financial Officer
(Principal Financial Officer)




