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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-Q

(Mark One)

Quarterly report pursuant to Section 13 or 15(d) ofthe Securities Exchange Act of 1934
For the quarterly period ended April 30, 2015
OR

[0 Transition report pursuant to Section 13 or 15(d) 6the Securities Exchange Act of 1934
Commission File Number: 001-32224

salesforce.com, inc.

(Exact name of registrant as specified in its chaetr)

Delaware 94-3320693
(State or other jurisdiction of

(IRS Employer
incorporation or organization)

Identification No.)
The Landmark @ One Market, Suite 300

San Francisco, California 94105
(Address of principal executive offices)

Telephone Number (415) 901-7000

(Registrant’s telephone number, including area code

Indicate by check mark whether the Registrant &E)filed all reports required to be filed by Seetd® or 15(d) of the Securities Exchange
Act of 1934 (the “Exchange Act”) during the preagglil2 months (or for such shorter period that thgifrant was required to file such
reports), and (2) has been subject to such filkgmirements for the past 90 days: YES No O

Indicate by check mark whether the Registrant basnétted electronically and posted on its corpokleb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5(8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the Registrant reggiired to submit and post such files). Ye$ No [

Indicate by check mark whether the Registrantlé&sge accelerated filer, an accelerated filer, maccelerated filer, or a smaller reporting

company. See the definitions of “large acceleréited” “accelerated filer” and “smaller reportirgpmpany” in Rule 12b-2 of the Exchange
Act.

Large accelerated fileiix] Accelerated filer O

Non-accelerated filer 0 (Do not check if a smaller reporting company) dBer reporting company [

Indicate by check mark whether the Registrantdkedl company (as defined in Rule 12b-2 of the Exge Act). YesO No
As of April 30, 2015 , there were approximately @&bfillion shares of the Registrant's Common Stogtstanding.
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PART I. FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

salesforce.com, inc.

Condensed Consolidated Balance Sheets
(in thousands)

Assets
Current assets:
Cash and cash equivalents
Short-term marketable securities
Accounts receivable, net
Deferred commissions
Prepaid expenses and other current assets
Land and building improvements held for sale
Total current assets
Marketable securities, noncurrent
Property and equipment, net
Deferred commissions, noncurrent
Capitalized software, net
Goodwill
Other assets, net
Restricted cash
Total assets
Liabilities and stockholders’ equity
Current liabilities:
Accounts payable, accrued expenses and otheiitiedil
Deferred revenue
Total current liabilities
Convertible 0.25% senior notes, net
Loan assumed on 50 Fremont
Revolving credit facility
Deferred revenue, noncurrent
Other noncurrent liabilities
Total liabilities
Stockholders’ equity:
Common stock
Additional paid-in capital
Accumulated other comprehensive loss
Accumulated deficit
Total stockholders’ equity
Total liabilities and stockholders’ equity

April 30, January 31,
2015 2015
(unaudited)

941,95¢ $ 908,11
77,05¢ 87,31
926,38: 1,905,501
208,10: 225,38
310,98 280,55
140,34! 143,19
2,604,82! 3,550,07:
903,46 894,85!
1,737,009 1,125,86!
153,01¢ 162,79t
421,32 433,39¢
3,791,58: 3,782,66!
754,37¢ 628,32(

0 115,01!
10,365,68 $ 10,692,98
928,10 $ 1,103,33!
3,032,77. 3,286,76!
3,960,871 4,390,10:
1,076,72 1,070,609
198,77t 0

0 300,00t

24,04¢ 34,68
870,05: 922,32:
6,130,47 6,717,79'
65€ 651
4,864,65! 4,604,48!
(28,357 (24,109
(601,75)) (605,84!)
4,235,20: 3,975,18
10,365,68 $ 10,692,98




See accompanying Notes.

3




Table of Contents

salesforce.com, inc.

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

(unaudited)

Revenues:
Subscription and support
Professional services and other
Total revenues
Cost of revenues (1)(2):
Subscription and support
Professional services and other
Total cost of revenues
Gross profit
Operating expenses (1)(2):
Research and development
Marketing and sales
General and administrative
Operating lease termination resulting from purchaf$e0 Fremont, net
Total operating expenses
Income (loss) from operations
Investment income
Interest expense
Other expense (1)(3)
Income (loss) before provision for income taxes
Provision for income taxes
Net income (loss)
Basic net income (loss) per share
Diluted net income (loss) per share
Shares used in computing basic net income (lossshzee
Shares used in computing diluted net income (lpsskshare

(1) Amounts include amortization of purchased igiates from business combinations, as follows:

Cost of revenues
Marketing and sales
Other non-operating expense

(2) Amounts include stock-based expense, as follows

Cost of revenues

Research and development
Marketing and sales
General and administrative

Three Months Ended April 30,

2015 2014
$ 1,405,28 $ 1,147,301
105,88( 79,46¢
1,511,16 1,226,77.
274,24: 208,94
107,56: 83,35¢
381,80: 292,30!
1,129,36! 934,46°
222,12¢ 188,35¢
736,93 639,35!
175,81: 162,09!
(36,617 0
1,098,26! 989,80t
31,10¢ (55,34)
4,561 1,77¢
(16,67¢) (20,359
(91¢) (10,84
18,07: (84,769
(13,98) (12,147
$ 4,09 $ (96,91)
$ 0.01 $ (0.1¢)
$ 001 $ (0.1€)
653,80 612,51:
664,31( 612,51.
Three Months Ended April 30,
2015 2014
$ 19,69C $ 28,67
20,02% 14,96¢
81t 0
Three Months Ended April 30,
2015 2014
$ 15,38 $ 11,81(
31,24 27,28¢
70,53¢ 67,13
25,40: 24,86"

(3) Amount includes approximately $8.5 million lass conversions of our convertible 0.75% senioesale January 2015 recognized during the three

months ended April 30, 2014.



See accompanying Notes.
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salesforce.com, inc.

Condensed Consolidated Statements of Comprehensikvess
(in thousands)

(unaudited)
Three Months Ended April 30,
2015 2014
Net income (loss) $ 4,09 $ (96,91
Other comprehensive loss, before tax and net tdssification adjustments:
Foreign currency translation and other gains (&sse (1,85%) 3,11¢
Unrealized losses on investments (2,389 (5,499
Other comprehensive loss, before tax (4,24 (2,389
Tax effect 0 0
Other comprehensive loss, net of tax (4,249 (2,387)
Comprehensive loss $ (152) $ (99,297

See accompanying Notes.
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salesforce.com, inc.

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

Operating activities:
Net income (loss)

Adjustments to reconcile net income (loss) to mshcprovided by operating activities:

Depreciation and amortization
Amortization of debt discount and transaction costs
50 Fremont lease termination, net
Loss on conversions of convertible senior notes
Amortization of deferred commissions
Expenses related to employee stock plans
Excess tax benefits from employee stock plans
Changes in assets and liabilities, net of businesshinations:
Accounts receivable, net
Deferred commissions
Prepaid expenses and other current assets andastets
Accounts payable, accrued expenses and otheiitiedil
Deferred revenue
Net cash provided by operating activities
Investing activities:
Business combination, net of cash acquired
Purchase of 50 Fremont land and building
Deposit for purchase of 50 Fremont land and bujdin
Non-refundable amounts received for sale of larallable for sale
Strategic investments
Purchases of marketable securities
Sales of marketable securities
Maturities of marketable securities
Capital expenditures
Net cash used in investing activities
Financing activities:
Proceeds from employee stock plans
Excess tax benefits from employee stock plans
Payments on convertible senior notes
Principal payments on capital lease obligations
Payments on revolving credit facility and term loan
Net cash used in financing activities
Effect of exchange rate changes
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period
Cash and cash equivalents, end of period

Three Months Ended April 30,

2015 2014
4,09: $ (96,917)
127,92° 110,80¢
5,861 11,79:
(36,617 0
0 8,52¢
77,15¢ 59,85¢
142,56( 131,09:
(4,22¢) (9,041)
979,17( 676,68
(50,09:) (40,89¢)
(11,279 4,277
(239,07 (185,599
(264,629 (197,500
730,85 473,08
(12,470) 0
(425,37¢) 0
115,01 0
2,85. 30,00(
(144,46 (16,24¢)
(207,225 (250,53f)
192,18« 79,31
14,44¢ 7,19¢
(71,08 (60,09¢)
(536,12) (210,37()
155,01 73,79
4,221 9,041
0 (283,89:)
(16,825) (10,59
(300,00() (7,500)
(157,58() (219,15()
(3,309) 2,68¢
33,83¢ 46,25¢
908,11 781,63
941,95( $ 827,89




See accompanying Notes.
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salesforce.com, inc.
Condensed Consolidated Statements of Cash Flows

Supplemental Cash Flow Disclosure
(in thousands)

(unaudited)
Three Months Ended April 30,
2015 2014
Supplemental cash flow disclosure:
Cash paid during the period for:
Interest $ 4,25, $ 8,66
Income taxes, net of tax refunds $ 10,58. $ 9,99/
Non-cash financing and investing activities:
Fixed assets acquired under capital leases $ 2,96 $ 5,88¢
Building in progress - leased facility acquired entinancing obligation $ 19,96¢ $ 12,76(

&
o

Fair value of loan assumed on 50 Fremont $ 198,75



See accompanying Notes.
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salesforce.com, inc.
Notes to Condensed Consolidated Financial Statement

1. Summary of Business and Significant Accountingdicies
Description of Business

Salesforce.com, inc. (the “Company”) is a leadingviler of enterprise cloud computing services. Tloenpany is dedicated to helping
customers of all sizes and industries worldwidagfarm themselves into “customer companies” by emgring them to connect with their
customers, partners, employees and products ireBntiew ways. The Company provides customers thighsolutions they need to build a r
generation social front office with social and melaloud technologies.

Fiscal Year
The Company'’s fiscal year ends on January 31. Beées to fiscal 2016, for example, refer to thedfiyear ending January 31, 2016 .

Basis of Presentation

The accompanying condensed consolidated balane¢ atef April 30, 2015 and the condensed condelitistatements of operations,
the condensed consolidated statements of compiighdass and the condensed consolidated stateroboésh flows for the three months
ended April 30, 2015 and 2014 , respectively, ax@udited. The condensed consolidated balance ghtzeas of January 31, 2015 was derivec
from the audited consolidated financial statemémds are included in the Company’s Form 10-K far fiscal year ended January 31, 2015,
which was filed with the Securities and Exchangen@ussion (the “SEC”) on March 6, 2015 . The acconyag statements should be read in
conjunction with the audited consolidated finansiatements and related notes contained in the @oypfiscal 2015 Form 10-K.

The accompanying condensed consolidated finantitdraents have been prepared in accordance withgergrally accepted
accounting principles (“U.S. GAAP”) for interim famcial information. Accordingly, they do not inckudll of the financial information and
footnotes required by U.S. GAAP for complete finahstatements. In the opinion of the Company’s agement, the unaudited condensed
consolidated financial statements have been premare¢he same basis as the audited consolidateddi@ statements in the Form 10-K, and
include all adjustments necessary for the fairgmégtion of the Company’s balance sheet as of 802015 , and its results of operations,
including its comprehensive loss, and its cash $léov the three months ended April 30, 2015 andt204ll adjustments are of a normal
recurring nature. The results for the three moetited April 30, 2015 are not necessarily indicatif/the results to be expected for any
subsequent quarter or for the fiscal year endingdiy 31, 2016 .

Use of Estimates

The preparation of financial statements in conftymiith U.S. GAAP requires management to make esand assumptions in the
Company’s condensed consolidated financial stat&sramd notes thereto.

Significant estimates and assumptions made by nesmeigt include the determination of:
» the best estimate of selling price of the deliveFalincluded in multiple deliverable revenue aremegnts
« the fair value of assets acquired and liabilitissusned for business combinatic
« the recognition, measurement and valuation of ctiaad deferred income tax
» the fair value of convertible not:
» the fair value of stock awards issued and relatef@iture rate:
< the valuation of strategic investments and thtemination of other-thatemporary impairments, a

« the assessment of determination of impairmeiariglived assets (property and equipment, goodwill idedtified intangibles

Actual results could differ materially from thosstienates.
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Principles of Consolidation

The condensed consolidated financial statementsdadhe accounts of the Company and its wholly-@dvsubsidiaries. All significant
intercompany balances and transactions have beeimaled in consolidation.

Segments

The Company operates as one operating segmentafdgesegments are defined as components of arpestefor which separate
financial information is evaluated regularly by ttt@ef operating decision maker, who is the chiefaaitive officer, in deciding how to allocate
resources and assessing performance. Over théepagears, the Company has completed several atgngs These acquisitions have allov
the Company to expand its offerings, presence aadvin various market segments of the enterplissl computing market. While the
Company has offerings in multiple enterprise cloathputing market segments, the Company’s businesstes in one operating segment
because all of the Company's offerings operate gsingde platform and are deployed in an identicaywand the Company’s chief operating
decision maker evaluates the Company’s financfakimation and resources and assesses the perfoernétitese resources on a consolidatec
basis. Since the Company operates in one opersgigment, all required financial segment informatian be found in the condensed
consolidated financial statements.

Concentrations of Credit Risk and Significant Custers

The Company'’s financial instruments that are exgdseconcentrations of credit risk consist primadf cash and cash equivalents,
marketable securities and trade accounts receivaliflough the Company deposits its cash with rpldtfinancial institutions, its deposits, at
times, may exceed federally insured limits. CoHaltés not required for accounts receivable. ThenGany maintains an allowance for doubtful
accounts receivable balances. This allowance isthagon historical loss patterns, the number o diagt billings are past due and an
evaluation of the potential risk of loss associatétt delinquent accounts.

No single customer accounted for more than fivegmarof accounts receivable at April 30, 2015 aamtbary 31, 2015 . No single
customer accounted for five percent or more ofl teteenue during the three months ended April 1,52and 2014 .

Geographic Locations

As of April 30, 2015 and January 31, 2015 , aseetsted outside the Americas were 13 percent aruki@nt of total assets,
respectively.

Revenues by geographical region are as followthfasands):

Three Months Ended April 30,

2015 2014
Americas $ 1,115,121 $ 876,37
Europe 258,80! 230,81(
Asia Pacific 137,24. 119,58!
$ 1,511,16° $ 1,226,77,

Americas revenue attributed to the United States apgproximately 95 percent and 94 percent duriaghtee months ended April 30,
2015 and 2014 , respectively. No other countryesgnted more than ten percent of total revenuagltine three months ended April 30, 2015
and 2014 .

Revenue Recognition

The Company derives its revenues from two sourd@ssubscription revenues, which are comprisedubseription fees from customers
accessing the Company’s enterprise cloud compstngces and from customers paying for additionppsrt beyond the standard support
that is included in the basic subscription feesk @) related professional services such as praoegping, project management,
implementation services and other revenue. “Otbeemue” consists primarily of training fees.

The Company commences revenue recognition wheai ik following conditions are satisfied:
» there is persuasive evidence of an arrange

» the service has been or is being provided to tstoouer
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» the collection of the fees is reasonably assuned
» the amount of fees to be paid by the customexeéifor determinabl

The Company’s subscription service arrangementa@mnecancelable and do not contain refund-typeipians.

Subscription and Support Revenues

Subscription and support revenues are recognizallysover the contract terms beginning on the cemeement date of each contract,
which is the date the Company’s service is madéabla to customers.

Amounts that have been invoiced are recorded inwads receivable and in deferred revenue or revedegending on whether the
revenue recognition criteria have been met.

Professional Services and Other Revenues

The majority of the Company’s professional servicestracts are on a time and material basis. Wihesetservices are not combined
with subscription revenues as a single unit of anting, as discussed below, these revenues argnieed as the services are rendered for tinr
and material contracts, and when the milestoneadareved and accepted by the customer for fixae montracts. Training revenues are
recognized as the services are performed.

Multiple Deliverable Arrangements

The Company enters into arrangements with multipleverables that generally include multiple sulgons, premium support and
professional services. If the deliverables havadsbone value upon delivery, the Company accowrtedch deliverable separately.
Subscription services have standalone value assareices are often sold separately. In determinihgther professional services have
standalone value, the Company considers the faligiactors for each professional services agreeragatlability of the services from other
vendors, the nature of the professional servitestiming of when the professional services comtngs signed in comparison to the
subscription service start date and the contracteip¢éndence of the subscription service on th@mests satisfaction with the professional
services work. To date, the Company has concluukcal of the professional services included iritiple deliverable arrangements executed
have standalone value.

Multiple deliverables included in an arrangemesetsaparated into different units of accounting tredarrangement consideration is
allocated to the identified separate units basea lative selling price hierarchy. The Compantedaines the relative selling price for a
deliverable based on its vendor-specific objectivielence of selling price (“VSOE"), if availabley, ibs best estimate of selling price (‘BESP”),
if VSOE is not available. The Company has deterohithat third-party evidence of selling price (“TBES not a practical alternative due to
differences in its service offerings compared toeotparties and the availability of relevant thiraty pricing information. The amount of
revenue allocated to delivered items is limiteccbptingent revenue, if any.

For certain professional services, the Companyektablished VSOE as a consistent number of stamelalales of these deliverables r
been priced within a reasonably narrow range. Tomiany has not established VSOE for its subscrig@rvices due to lack of pricing
consistency, the introduction of new services ahérmfactors. Accordingly, the Company uses its BESdetermine the relative selling price
for its subscription services.

The Company determines BESP by considering itsadivyericing objectives and market conditions. Sfgpaint pricing practices taken
into consideration include the Company’s discouppinactices, the size and volume of the Compamgisstctions, the customer demographic
the geographic area where services are sold, [Btseits go-to-market strategy, historical stdnda sales and contract prices. The
determination of BESP is made through consultatith and approval by the Company’s managementn¢pkito consideration the go-to-
market strategy. As the Company’s go-to-marketetlias evolve, the Company may modify its pricimgatices in the future, which could
result in changes in relative selling prices, idahg both VSOE and BESP.

Deferred Revenue

The deferred revenue balance does not represetudttieontract value of annual or multi-year, reamcelable subscription agreements.
Deferred revenue primarily consists of billingspalyments received in advance of revenue recogrfition subscription services described
above and is recognized as the revenue recogrtititatia are met. The Company generally invoicest@uers in annual installments. The
deferred revenue balance is influenced by sevactbfs, including seasonality, the compoundingot$fef renewals, invoice duration, invoice
timing, size and new business linearity within tluarter.

10
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Deferred revenue that will be recognized duringsheceeding twelve month period is recorded a®ntideferred revenue and the
remaining portion is recorded as noncurrent.

Deferred Commissions

Deferred commissions are the incremental costsatteadlirectly associated with non-cancelable sugtsmn contracts with customers and
consist of sales commissions paid to the Compattiyést sales force.

The commissions are deferred and amortized ovandhecancelable terms of the related customer actstrwhich are typically 12 to 36
months . The commission payments are paid infigllmhonth after the customer’s service commencesdéferred commission amounts are
recoverable through the future revenue streamsruhdenon-cancelable customer contracts. The Coynpeleves this is the preferable
method of accounting as the commission chargesactosely related to the revenue from the non-eaite customer contracts that they
should be recorded as an asset and charged tosexpeer the same period that the subscription tevenrecognized. Amortization of defer
commissions is included in marketing and sales es@én the accompanying condensed consolidatezhstats of operations.

Cash and Cash Equivalents

The Company considers all highly liquid investmegmnischased with an original maturity of three mandin less to be cash equivalents.
Cash and cash equivalents are stated at fair value.

Marketable Securities

Management determines the appropriate classifitrationarketable securities at the time of purcteamkreevaluates such determination
at each balance sheet date. Securities are ctabasiavailable for sale and are carried at fireyavith the change in unrealized gains and
losses, net of tax, reported as a separate componéhe condensed consolidated statements of @mapsive loss. Fair value is determined
based on quoted market rates when observableliaimgidata points that are observable, such aseguarices, interest rates and yield curves.
Declines in fair value judged to be other-than-terapy on securities available for sale are include@ component of investment income. In
order to determine whether a decline in valueieethan-temporary, the Company evaluates, amdrey édctors: the duration and extent to
which the fair value has been less than the cagryaue and its intent and ability to retain thegstment for a period of time sufficient to all
for any anticipated recovery in fair value. Thetaafssecurities sold is based on the specific-idfieation method. Interest on securities
classified as available for sale is also included @omponent of investment income.

Fair Value Measurement
The Company measures its cash equivalents, mal&etaburities and foreign currency derivative cacis at fair value.
The additional disclosures regarding the Compafaitsvalue measurements are included in Note 2éttments”.

Property and Equipment

Property and equipment are stated at cost. Depitia calculated on a straight-line basis overdktimated useful lives of those assets
as follows:

Computer, equipment and software 3 to 9 years
Furniture and fixtures 5 years
Leasehold improvements Shorter of the estimated lease term or 10 years

When assets are retired or otherwise disposeti®fdst and accumulated depreciation and amodizatie removed from their
respective accounts and any loss on such retireimegfiected in operating expenses.

Capitalized Internal-Use Software Costs

The Company capitalizes costs related to its erigergloud computing services and certain projiuntinternal use incurred during the
application development stage. Costs related tinpirery project activities and post implementat&ctivities are expensed as incurred.
Internal-use software is amortized on a straighg-lhasis over its estimated useful life, whichdeerally three to five years. Management
evaluates the useful lives of these assets onramehbasis and tests for impairment whenever evamnthanges in circumstances occur that
could impact the recoverability of these assets.

11
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Goodwill, Intangible Assets, Long-Lived Assets alngpairment Assessments

The Company evaluates and tests the recoverabilitg goodwill for impairment at least annuallyrohg the fourth quarter or more oft
if and when circumstances indicate that goodwilymat be recoverable.

Intangible assets are amortized over their usafes! Each period the Company evaluates the egtdmramaining useful life of its
intangible assets and whether events or changasciimstances warrant a revision to the remainergpp of amortization. The carrying
amounts of these assets are periodically reviemenfpairment whenever events or changes in cirtamegs indicate that the carrying value
of these assets may not be recoverable. Recovigralfithese assets is measured by comparisoreafdlrying amount of each asset to the
future undiscounted cash flows the asset is exgdotgenerate. If the undiscounted cash flows uséte test for recoverability are less than
the carrying amount of these assets, then theingramount of such assets is reduced to fair value.

The Company evaluates the recoverability of itgitined assets for possible impairment whenevenwsver circumstances indicate that
the carrying amount of such assets may not be egable. If such review indicates that the carryangpunt of long-lived assets is not
recoverable, the carrying amount of such asse&lisced to fair value.

Business Combinations

The Company uses its best estimates and assumptiagsurately assign fair value to the tangibleé imangible assets acquired and
liabilities assumed at the acquisition date. ThenBany’s estimates are inherently uncertain andestilbp refinement. During the measuremen
period, which may be up to one year from the adtjpiisdate, the Company may record adjustmentbeddir value of these tangible and
intangible assets acquired and liabilities assumitti,the corresponding offset to goodwill. In atifah, uncertain tax positions and tax-related
valuation allowances are initially established @mection with a business combination as of theliatepn date. The Company continues to
collect information and reevaluates these estimatesassumptions quarterly and records any adjussne@ the Company’s preliminary
estimates to goodwill provided that the Companyithin the measurement period. Upon the conclusifaihe measurement period or final
determination of the fair value of assets acquieliabilities assumed, whichever comes first, anlgsequent adjustments are recorded to the
Company’s condensed consolidated statements ohtipes.

Leases and Asset Retirement Obligations

The Company categorizes leases at their incepti@ither operating or capital leases. In certaasdeagreements, the Company may
receive rent holidays and other incentives. The Qamy recognizes lease costs on a straight-line loasie control of the space is achieved,
without regard to deferred payment terms such msh@idays that defer the commencement date afired payments. Additionally, incentiv
received are treated as a reduction of costs trectierm of the agreement.

The Company establishes assets and liabilitiethBpresent value of estimated future costs toer&inglived assets at the terminatior
expiration of a lease. Such assets are depre@atrdhe lease period of the operating expense.

The Company records assets and liabilities foetanated construction costs incurred under bwidttit lease arrangements to the
extent it is involved in the construction of stural improvements or takes construction risk priocommencement of a lease.

The Company additionally has entered into sublefmsamoccupied leased office space. Losses amgnized in the period the sublease
is executed. Any sublease payments received insexafethe straighline rent payments for the sublease are recordethir income (expens

Accounting for Stock-Based Expense

The Company recognizes stock-based expenses rébeséatck options and restricted stock awards stmaaght-line basis over the
requisite service period of the awards, which isegelly the vesting term of four years . The Conypaatognizes stock-based expenses relate
to shares issued pursuant to its 2004 Employe&k $tochase Plan ("ESPP”) on a straight-line bagés the offering period, which is 12
months . Stock-based expenses are recognized astiwfated forfeiture activity. The estimated fdtiee rate applied is based on historical
forfeiture rates. The Company does not anticipaigrg any cash dividends in the foreseeable fudnrktherefore uses an expected dividend
yield of zero in the option pricing model.

12
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The fair value of each stock option grant was estith on the date of grant using the Black-Schagbéism pricing model with the
following assumptions and fair value per share:

Three Months Ended

April 30,
Stock Options 2015 2014
Volatility 374 % 37.C %
Estimated life 3.6 year 3.5 year
Risk-free interest rate 1.1341.3€ % 1.2041.3¢ %
Weighted-average fair value per share of grants $ 19.52 $ 16.9:

There were no stock purchase rights granted uheégEEPP in the three months ended April 30, 202Dd4 as these stock purchase
rights are only granted in June and December.

The Company estimated its future stock price vithattonsidering both its observed option-impliealatilities and its historical volatility
calculations. Management believes this is the ésttnate of the expected volatility over the expddife of its stock options and stock
purchase rights.

Income Taxes

The Company uses the asset and liability meth@todunting for income taxes. Under this methodemletl tax assets and liabilities are
determined based on temporary differences betweefirtancial statement and tax basis of asset$iaitities using enacted tax rates in effect
for the year in which the differences are expetbegtverse. The effect on deferred tax assetsiahtities of a change in tax laws is recogni
in the condensed consolidated statement of opagtiothe period that includes the enactment date.

Valuation allowances are established when necessaeguce deferred tax assets to the amountsteahore likely than not expectec
be realized based on the weighting of positive reeghtive evidence. Future realization of defereadassets ultimately depends on the
existence of sufficient taxable income of the appiate character (for example, ordinary incomeapitl gain) within the carryback or
carryforward periods available under the applicaielaw. The Company regularly reviews the defiétex assets for recoverability based on
historical taxable income, projected future taxabt®mme, the expected timing of the reversals ddtiag temporary differences and tax
planning strategies. The Company’s judgments reéggufditure profitability may change due to manytéas, including future market
conditions and the ability to successfully exedtgdusiness plans and/or tax planning strate@keuld there be a change in the ability to
recover deferred tax assets, the tax provision evmdrease or decrease in the period in which $sessment is changed.

The Company’s tax positions are subject to incameaudits by multiple tax jurisdictions throughoi¢ world. The Company
recognizes the tax benefit of an uncertain taxtfwsonly if it is more likely than not that the gition is sustainable upon examination by the
taxing authority, solely based on its technicalitseiThe tax benefit recognized is measured atatigest amount of benefit which is greater
than 50 percent likely to be realized upon settlemeth the taxing authority. The Company recogsizgerest accrued and penalties related t
unrecognized tax benefits in the income tax prowisi

Foreign Currency Translation

The functional currency of the Company’s major fgnesubsidiaries is generally the local currencgijustments resulting from
translating foreign functional currency financitements into U.S. dollars are recorded as a aegpaomponent on the condensed consolit
statements of comprehensive loss. Foreign currsaagaction gains and losses are included in setftor the period. All assets and liabilities
denominated in a foreign currency are translatemihS. dollars at the exchange rate on the balgheet date. Revenues and expenses are
translated at the average exchange rate duringetied. Equity transactions are translated usistphical exchange rates.
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Warranties and Indemnification

The Company’s enterprise cloud computing servicegypically warranted to perform in a manner cetesit with general industry
standards that are reasonably applicable and ralyeri accordance with the Company’s online hedguimentation under normal use and
circumstances.

The Company’s arrangements generally include eepaivisions for indemnifying customers againgbilisies if its products or services
infringe a third party’s intellectual property righ To date, the Company has not incurred any maatarsts as a result of such obligations and
has not accrued any liabilities related to suclgakibns in the accompanying condensed consolidatadcial statements.

The Company has also agreed to indemnify its direand executive officers for costs associatel aity fees, expenses, judgments,
fines and settlement amounts incurred by any cfethersons in any action or proceeding to whichaditiyose persons is, or is threatened to
be, made a party by reason of the person’s seagi@director or officer, including any action hg Company, arising out of that person’s
services as the Company’s director or officer at frerson’s services provided to any other compargnterprise at the Company’s request.
The Company maintains director and officer insueacaverage that would generally enable the Compangcover a portion of any future
amounts paid. The Company may also be subjectieninification obligations by law with respect te thctions of its employees under certair
circumstances and in certain jurisdictions.

New Accounting Pronouncement

In May 2014 , the Financial Accounting Standardsula“FASB”) issued Accounting Standards Update Rl4-09, “Revenue from
Contracts with Customers (Topic 606)” (“ASU 201430&hich amended the existing FASB Accounting Staigid Codification. This standard
establishes a principle for recognizing revenuenupe transfer of promised goods or services ttoousrs, in an amount that reflects the
expected consideration received in exchange faetlypods or services. The standard also providdamge on the recognition of costs relatec
to obtaining and fulfilling customer contracts.April 2015, the FASB proposed a one-year deferféhe effective date for the new revenue
reporting standard for entities reporting under.\GBAP. In accordance with the deferral, ASU 20B4vill be effective for fiscal 2019 ,
including interim periods within that reporting et. The Company is currently in the process oéssisig the adoption methodology, which
allows the amendment to be applied retrospectiteeach prior period presented, or with the cunwdagffect recognized as of the date of
initial application. The Company is also evaluatihg impact of the adoption of ASU 2014-09 on @adensed consolidated financial
statements and has not determined whether thet effikbe material to either its revenue resultsterdeferred commissions balances.

2. Investments
Marketable Securities
At April 30, 2015, marketable securities consistéthe following (in thousands):

Amortized Unrealized Unrealized

Investments classified as Marketable Securities Cost Gains Losses Fair Value

Corporate notes and obligations $ 582,68: $ 1,887 $ (327 $ 584,24
U.S. treasury securities 85,97" 162 (12 86,12"
Mortgage backed obligations 65,24" 142 (559) 64,83:
Asset backed securities 170,98: 14z (76) 171,04¢
Municipal securities 36,41¢ 98 (19 36,49"
Foreign government obligations 524 17 0 541
U.S. agency obligations 15,83 12 3 15,84:
Covered bonds 20,89: 49t 0 21,38t
Total marketable securities $ 978,55( % 2,95t % 991) $ 980,52(
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At January 31, 2015 , marketable securities cagbist the following (in thousands):

Amortized Unrealized Unrealized

Investments classified as Marketable Securities Cost Gains Losses Fair Value

Corporate notes and obligations $ 605,72: $ 3,031 % (481 ¢ 608,27:
U.S. treasury securities 73,22¢ 257 (D] 73,48
Mortgage backed obligations 44,18 15¢ (41%) 43,92!
Asset backed securities 120,04 131 (43 120,13
Municipal securities 36,44" 11t (25) 36,53"
Foreign government obligations 12,02: 27¢ 0 12,30:
U.S. agency obligations 19,48¢ 26 4 19,51(
Covered bonds 66,81¢ 1,18¢ 0 68,00:
Total marketable securities $ 977,95 & 518z $ (969 $ 982,16

The duration of the investments classified as ntalke securities is as follows (in thousands):

As of
April 30, January 31,
2015 2015
Recorded as follows:
Short-term (due in one year or less) $ 77,05¢ % 87,31
Long-term (due after one year) 903,46 894,85!
$ 980,52( $ 982,16
As of April 30, 2015 , the following marketable seities were in an unrealized loss position (inubends):
Less than 12 Months 12 Months or Greater Total
Unrealized Unrealized Unrealized
Fair Value Losses Fair Value Losses Fair Value Losses
Corporate notes and obligations $ 201,86: $ (312 $ 585: $ (15 $ 207,71¢ % (327)
U.S. treasury securities 27,41¢ (12 0 0 27,41¢ (12
Mortgage backed obligations 48,28¢ (460) 7,081 (94) 55,37( (559
Asset backed securities 85,73( (70 3,48¢ (6) 89,21 (76)
Municipal securities 13,15 (19 0 0 13,15: (19
U.S. agency obligations 2,17z 3 0 0 2,172 ©)]
$ 378,62: $ 87¢) $ 16,41¢ $ (115 ¢ 395,04 $ (997

The unrealized losses for each of the fixed ratekatable securities were less than $100,000 . Tdregany does not believe any of the
unrealized losses represent an other-than-tempomggirment based on its evaluation of availablidewce as of April 30, 2015 . The
Company expects to receive the full principal antdriest on all of these marketable securities.

Fair Value Measurement

All of the Company’s cash equivalents, marketakleusities and foreign currency derivative contracts classified within Level 1 or
Level 2 because the Compasyash equivalents, marketable securities andgior@irrency derivative contracts are valued usimged marke
prices or alternative pricing sources and modélizing observable market inputs.

The Company uses a three-tier fair value hieraratijch prioritizes the inputs used in the valuatmethodologies in measuring fair
value:

Level 1. Quoted prices (unadjusted) in active markets fenidtal assets or liabilities.

Level 2. Other inputs that are directly or indirectly obsdrle in the marketplace.
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Level 3.

Unobservable inputs which are supported by little@market activity.

The following table presents information about @@mpany’s assets and liabilities that are measairéair value as of April 30, 201dnc

indicates the fair value hierarchy of the valuatfionthousands):

Quoted Prices in Significant Other Significant
Active Markets Observable Unobservable
for Identical Assets Inputs Inputs Balances as of

Description (Level 1) (Level 2) (Level 3) April 30, 2015
Cash equivalents (1):

Time deposits $ O 57,84¢ 0 % 57,84¢

Money market mutual funds 40,43: 0 0 40,43:.
Marketable securities:

Corporate notes and obligations 0 584,24 0 584,24

U.S. treasury securities 0 86,12° 0 86,12°

Mortgage backed obligations 0 64,83: 0 64,83:

Asset backed securities 0 171,04¢ 0 171,04¢

Municipal securities 0 36,49" 0 36,49°

Foreign government obligations 0 541 0 541

U.S. agency obligations 0 15,84: 0 15,84:

Covered bonds 0 21,38¢ 0 21,38¢
Foreign currency derivative contracts (2) 0 9,46¢ 0 9,46¢
Total Assets $ 40,43. $ 1,047,83. 0 3 1,088,26
Liabilities
Foreign currency derivative contracts (3) $ 0 $ 2,581 0 % 2,581
Total Liabilities $ 0 $ 2,581 0 $ 2,581
(1) Included in “cash and cash equivalents” inagheompanying condensed consolidated balance sheétgril 30, 2015, in addition to
$843.7 million of cash.
(2 Included in “prepaid expenses and other curaeréts” in the accompanying condensed consolitetedce sheet as of April 30, 2015
3 Included in “accounts payable, accrued expeandsother liabilities” in the condensed consokdibalance sheet as of April 30, 2015
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The following table presents information about @@mpany’s assets and liabilities that are measairéair value as of January 31, 2015
and indicates the fair value hierarchy of the viadua(in thousands):

Quoted Prices in Significant
Active Markets Significant Other Unobservable
for Identical Assets Observable Inputs Inputs Balances as of
Description (Level 1) (Level 2) (Level 3) January 31, 2015
Cash equivalents (1):
Time deposits $ O 292,48 $ 0 % 292,48
Money market mutual funds 13,98: 0 0 13,98
Marketable securities:
Corporate notes and obligations 0 608,27 0 608,27
U.S. treasury securities 0 73,48: 0 73,48:
Mortgage backed obligations 0 43,92¢ 0 43,92¢
Asset backed securities 0 120,13 0 120,13
Municipal securities 0 36,53} 0 36,53"
Foreign government obligations 0 12,30: 0 12,30:
U.S. agency obligations 0 19,51( 0 19,51(
Covered bonds 0 68,00: 0 68,00:
Foreign currency derivative contracts (2) 0 10,61: 0 10,61:
Total Assets $ 13,98: $ 1,285,26! $ 0 3 1,299,24
Liabilities
Foreign currency derivative contracts (3) $ 0 $ 5,69/ § 0 % 5,69¢
Total Liabilities $ 0 % 569/ $ 0 $ 5,69¢
Q) Included in “cash and cash equivalents” inagheompanying condensed consolidated balance sheétlanuary 31, 2015, in addition
to $601.6 million of cash.
(2) Included in “prepaid expenses and other curaseéts” in the accompanying condensed consolidatedce sheet as of January 31,
2015.
) Included in “accounts payable, accrued expeasdsother liabilities” in the accompanying condmhsonsolidated balance sheet as of

January 31, 2015.

Derivative Financial Instruments

The Company enters into foreign currency derivatiwetracts with financial institutions to reduce ttisk that its cash flows and earnit
will be adversely affected by foreign currency exahe rate fluctuations. The Company uses forwanetinay derivative contracts to minimize
the Companys exposure to balances primarily denominated itidBrpounds, Euros, Japanese yen, Canadian dafldréwustralian dollars. Tl
Company’s foreign currency derivative contractsiclifare not designated as hedging instruments)sse to reduce the exchange rate risk
associated primarily with intercompany receivalaled payables. The Company'’s derivative financistruments program is not designated fo
trading or speculative purposes. As of April 3012@&nd January 31, 2015, the foreign currencydsvie contracts that were not settled were
recorded at fair value on the condensed consotidadéance sheets.

Foreign currency derivative contracts are markenéwket at the end of each reporting period witingjand losses recognized as other
expense to offset the gains or losses resulting fre settlement or remeasurement of the underfgireggn currency denominated receivables
and payables. While the contract or notional am@unften used to express the volume of foreigmenay derivative contracts, the amounts
potentially subject to credit risk are generaliyitied to the amounts, if any, by which the courdetips’ obligations under the agreements
exceed the obligations of the Company to the copatées.
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Details on outstanding foreign currency derivatieatracts related primarily to intercompany recblea and payables are presented
below (in thousands):

As of
April 30, 2015 January 31, 2015
Notional amount of foreign currency derivative aawts $ 731,14¢ $ 942,08t
Fair value of foreign currency derivative contracts $ 6,882 $ 4,917

The fair value of the Company’s outstanding densainstruments are summarized below (in thousands)

Fair Value of Derivative Instruments
As of

Balance Sheet Location April 30, 2015 January 31, 2015

Derivative Assets
Derivatives not designated as hedging instruments:

Foreign currency derivative contracts Prepaid expenses and other current assets$ 9,46t $ 10,61:
Derivative Liabilities

Derivatives not designated as hedging instrume

Foreign currency derivative contracts Accountsaiidy, accrued expenses and
other liabilities $ 2,581 $ 5,69

The effect of the derivative instruments not deatgd as hedging instruments on the condensed ddaitsal statements of operations
during the three months ended April 30, 2015 arith20espectively, are summarized below (in thodsgan

Gains (Losses) on Derivative Instruments

Derivatives Not Designated as Hedging Instruments Recognized in Income
Three Months Ended April 30,
Location 2015 2014
Foreign currency derivative contracts Other income (expense) % 11,45¢  § (12)

Strategic Investments

As of April 30, 2015 , the Company has four invesitits in marketable equity securities measured wgioged prices in their respective
active markets and certain interests in non-mablketaquity and debt securities that are collecyiveinsidered strategic investments. As of
April 30, 2015 , the fair value of the Company’sriketable equity securities of $17.7 million inclsden unrealized gain of $12.9 million . As
of January 31, 2015 , the Company had four investsie marketable equity securities that had avaime of $17.8 million , which included
an unrealized gain of $13.1 million . These invesits are recorded at fair value in other assetgymthe condensed consolidated balance
sheets.

The Company'’s interest in non-marketable equity @elot securities consists of noncontrolling eqaitg debt investments in privately-
held companies. The Company’s investments in thasately-held companies are reported at cost akethdown to fair value when an event
or circumstance indicates an other-than-temporagjirte in value has occurred. These investmentsadued using significant unobservable
inputs or data in an inactive market and the vanatquires the Company’s judgment due to theratesef market prices and inherent lack of
liquidity.

As of April 30, 2015 and January 31, 2015 , theyag value of the Company’s investments in prilateeld companies was $301.0
million and $158.0 million , respectively. Theseéstments are recorded in other assets, net aotiiensed consolidated balance sheets. Tt
estimated fair value of the Company's investmentwivately-held companies was $452.0 million agpfil 30, 2015 . The estimated fair
value of the Company's investments in privatelydfempanies was $280.0 million as of January 31520
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Investment Income

Investment income consists of interest incomejzedlgains, and realized losses on the Compargsh, cash equivalents and market
securities. The components of investment incom@eeented below (in thousands):

Three Months Ended April 30,

2015 2014
Interest income $ 3,04¢ 3 1,764
Realized gains 2,12¢ 117
Realized losses (61€) (203)
Total investment income $ 4561 $ 1,77¢

Reclassification adjustments out of accumulate@értbmprehensive loss into net income (loss) wareaterial for the three months
ended April 30, 2015 and 2014 , respectively.

3. Property and Equipment
Property and Equipment
Property and equipment consisted of the followingl{ousands):

As of
April 30, 2015 January 31, 2015

Land $ 183,88{ $ 0
Buildings 572,16« 125,28¢
Computers, equipment and software 1,203,41. 1,171,76
Furniture and fixtures 75,72¢ 71,88:
Leasehold improvements 394,67 376,76.
2,429,86: $ 1,745,69:

Less accumulated depreciation and amortization (692,769 (619,82)
$ 1,737,09. $ 1,125,86

Depreciation and amortization expense totaled $@ln and $56.4 million during the three montitsded April 30, 2015 and 2014 ,
respectively.

Computers, equipment and software at April 30, 28i& January 31, 2015 included a total of $737IBamiand $734.7 millioracquirec
under capital lease agreements, respectively. Aatated amortization relating to computers, equiphagl software under capital leases
totaled $233.3 million and $206.7 million , respesly, at April 30, 2015 and January 31, 2015 . Atization of assets under capital leases is
included in depreciation and amortization expense.

In April 2014 , the Company entered into an agregrnesell 8.8 net acres of undeveloped real egtei@an Francisco, California, and a
portion of associated perpetual parking rightsyibich the Company received a nonrefundable depo#iie amount of $30.0 million . As of
April 30, 2015 , these 8.8 net acres and perp@arking rights met the criteria to be classifiechakl for sale. As a result, the Company
classified this portion of the Company's land aoiding improvements, which totaled $137.7 millipand the perpetual parking rights of $5.5
million , net of $2.9 million reimbursed for propgtaxes and other items, as land and building anpments held for sale in the current asset:
section of the accompanying condensed consolidstkthce sheets. The sale of this portion of the j@my's undeveloped real estate is
expected to close within twelve months and is stthiecertain closing conditions. As of April 3015 , the fair value of the Company's land,
building improvements and perpetual parking rightssed on the expected sale proceeds, exceedsrthimg value.
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In December 2012, the Company entered into a legqement for approximately 445,000 rentable sqiggteof office space at 350
Mission Street (“350 Mission”) in San Francisco/ifdania. The space rented is for the total offgggce available in the building, which is in
the process of being constructed. As a result®fdbmpany’s involvement during the constructioniqukrthe Company is considered for
accounting purposes to be the owner of the construproject. As of April 30, 2015 , the Companydtaapitalized $136.5 million of
construction costs, based on the construction dostsred to date by the landlord, and recordedreesponding noncurrent financing
obligation liability of $136.5 million. The finaneg obligation carrying value also includes $8.3lioml of tenant improvement obligations
offset by $0.4 million of imputed interest. Theabé&xpected financing obligation associated with lase upon completion of the constructior
of the building, inclusive of the amounts curremidgorded, is $335.8 million , including interes¢€ Note 10 “Commitments” for future
commitment details). The obligation will be setttbdough monthly lease payments to the landlonghiases as the office space becomes reac
for occupancy. In April 2015, the building was mddnto service.

There was no impairment of long-lived assets dutiiregthree months ended April 30, 2015 and 20&4pectively.

4. Business Combinations

50 Fremont

In February 2015, the Company acquired 50 Fremtyeeg a 41 -story building totaling approximat8ly7,000 rentable square feet
located in San Francisco, California (“50 Fremongj) the time of the acquisition, the Company weesing approximately 500,000 square fee
of the available space in 50 Fremont. As of Ap@J 3015 , the Company occupied approximately 51bgtflare feet. The Company acquired
50 Fremont for the purpose of expanding its gldteldquarters in San Francisco. Pursuant to thesitigpu agreement, the Company also
acquired existing third-party leases and othemigitale property and terminated the Company’s exgstiffice leases with the seller. In
accordance with ASC 808usiness Combinationghe Company accounted for the building purchasa lausiness combination.

The purchase consideration for the corporate heatins building was as follows (in thousands):

Fair Value
Cash $ 435,18
Loan assumed on 50 Fremont 200,00
Prorations due to ownership transfer midmonth 2,411
Total purchase consideration $ 637,60(

The following table summarizes the fair values eff tangible and intangible assets acquired (indands):

Fair Value
Building $ 435,39
Land 183,88t
Termination of salesforce operating lease 9,48:
Acquired lease intangibles 7,59(
Loan assumed on 50 Fremont fair market value adpist 1,24¢
Total $ 637,60!

To fund the purchase of 50 Fremont, the Compangt $#3&5.0 million of restricted cash that the Comphad on the balance sheet as of
January 31, 2015.
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In connection with the purchase, the Company reizeghna net non-cash gain totaling approximately.&3illion on the termination of
the lease signed in January 2012. This amountctefiegain of $46.1 million for the reversal ofdaahincentives provided from the previous
landlord at the inception of the lease and a 69 million related to the termination of ther@Gpany's operating lease. The tax impact as a
result of the difference between tax and book bafsibe building is insignificant after considerittge impact of the Company's valuation
allowance. These amounts above have been inclodibeé iCompany's condensed consolidated statemieopemtions and condensed
consolidated balance sheets. The Company has etthing rental income from third party leases witileotenants in the building, and the
proportionate share of building expenses for theases, in other expense in the Company's condenssdlidated results of operations from
the date of acquisition. These amounts are recardether expense as this net rental income ipadtof our core operations. These amounts
were not material for the periods presented. Thag@amy expects to finalize the depreciable lifehaf building as soon as practicable, but not
later than one year from the acquisition date.

Other Business Combination

During the three months ended April 30, 2015 ,Gloenpany acquired one company for an aggregate#3iillion in cash, net of cash
acquired, and has included the financial resulthisfcompany in its condensed consolidated firerstatements from the date of acquisition.
The Company accounted for this transaction as mé&ss combination. In allocating the purchase dmration based on estimated fair values,
the Company recorded $8.9 million of goodwill. Soofi¢his goodwill balance is not deductible for Uilcome tax purposes.

Goodwill

Gooduwill represents the excess of the purchase pria business combination over the fair valueeatftangible and intangible assets
acquired. Goodwill amounts are not amortized, bthar tested for impairment at least annually dutire fourth quarter.

Gooduwill consisted of the following (in thousands):

Balance as of January 31, 2015 $ 3,782,66!

Other business combination 8,92:
Balance as of April 30, 2015 $ 3,791,58:
5. Debt

Convertible Senior Notes

Equity Liability Component of Par Value as of
Component
Par Value Recorded at April 30, January 31,
(In thousands) Outstanding Issuance 2015 2015
0.25% Convertible Senior Notes due April 1, 2018 $ 1,150,000 $ 122,42: (1) $ 1,076,72° % 1,070,69:

(1) This amount represents the equity componemtrded at the initial issuance of the 0.25% conlakrtsenior notes.

In March 2013, the Company issued at par value3Hiillion of 0.25% convertible senior notes (th@.25% Senior Notes”, or the
“Notes”) due April 1, 2018 , unless earlier puratdidy the Company or converted. Interest is paysdaiei-annually, in arrears on April 1 and
October 1 of each year.

The 0.25% Senior Notes are governed by an indebetxgeen the Company, as issuer, and U.S. BankiNdtAssociation, as trustee.
The 0.25% Senior Notes are unsecured and do ntainamy financial covenants or any restrictionglmpayment of dividends, the
incurrence of senior debt or other indebtednestheissuance or repurchase of securities by tmepaay.

If converted, holders of the 0.25% Senior Note$ reiteive cash equal to the principal amount, anleaCompany’s election, cash,
shares of the Company’s common stock, or a cornibimaf cash and shares, for any amounts in exdebe @rincipal amounts.
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Certain terms of the conversion features of th&%.Benior Notes are as follows:

Initial
Conversion Conversion
Rate per $1,000 Price per
Par Value Share Convertible Date
0.25% Senior Notes 15.051: $ 66.44 January 1, 201

Throughout the term of the 0.25% Senior Notesctheversion rate may be adjusted upon the occurmehoertain events, including any
cash dividends. Holders of the 0.25% Senior Not#isat receive any cash payment representing atand unpaid interest upon conversion
of a Note. Accrued but unpaid interest will be dedrto be paid in full upon conversion rather thanceled, extinguished or forfeited.

Holders may convert the 0.25% Senior Notes undefdtiowing circumstances:

» during any fiscal quarter, if, for at least 28ding days during the 30 consecutive trading dajod ending on the last trading day of
the immediately preceding fiscal quarter, the tapbrted sales price of the Company’s common dkac&uch trading day is greater
than or equal to 130% of the applicable converpiice on such trading day;

* in certain situations, when the trading pricehaf 0.25% Senior Notes is less than 98% of thdymoof the sale price of the
Company’s common stock and the conversion rate;

» upon the occurrence of specified corporate fretisns described under the 0.25% Senior Noteshinde, such as a consolidation,
merger or binding share exchange; or

» atany time on or after the convertible date natiedve

Holders of the 0.25% Senior Notes have the righetpire the Company to purchase with cash allmoréon of the Notes upon the
occurrence of a fundamental change, such as a etedrmpntrol, at a purchase price equal to 100%h®principal amount of the 0.25% Senior
Notes plus accrued and unpaid interest. Followartain corporate transactions that constitute aghaf control, the Company will incree
the conversion rate for a holder who elects to eornthe 0.25% Senior Notes in connection with sttidinge of control.

In accounting for the issuances of the 0.25% Sexates, the Company separated the 0.25% SeniosNuteliability and equity
components. The carrying amount of the liabilitynpmnent was calculated by measuring the fair vafueesimilar liability that does not have
an associated convertible feature. The carryingusnnof the equity component representing the caiwrroption was determined by deduc
the fair value of the liability component from tpar value of the 0.25% Senior Notes as a whole.€kcess of the principal amount of the
liability component over its carrying amount (“defiscount”) is amortized to interest expense okierterm of the 0.25% Senior Notes. The
equity component is not remeasured as long asittrages to meet the conditions for equity clasatiin.

In accounting for the transaction costs relateith¢00.25% Senior Notes issuance, the Company &diddhe total amount incurred to the
liability and equity components based on theirtreéavalues. Transaction costs attributable toliktslity component are being amortized to
expense over the terms of the 0.25% Senior Notgbstransaction costs attributable to the equity poment were netted with the equity
component in temporary stockholders’ equity andldtolders’ equity.

The 0.25% Senior Notes consisted of the followingtousands):

As of
April 30, January 31,
2015 2015
Liability component :
Principal:
0.25% Senior Notes (1) $ 1,150,000 $ 1,150,001
Less: debt discount, net
0.25% Senior Notes (2) (73,277 (79,309
Net carrying amount $ 1,076,72 % 1,070,69:

(1) The effective interest rate of the 0.25% Sehlotes is 2.53% . The interest rate is based omtkeest rates of similar liabilities at the
time of issuance that did not have an associatedectible feature.
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(2 Included in the condensed consolidated balaheets within Convertible 0.25% Senior Notes (wligctliassified as a noncurrent
liability) and is amortized over the life of the26% Senior Notes using the effective interest ma¢hod.

The total estimated fair value of the Company’'$@:2Senior Notes at April 30, 2015 was $1.4 billiorhe fair value was determined
based on the closing trading price per $100 oftR&% Senior Notes as of the last day of tradimgdte first quarter of fiscal 2016 .

Based on the closing price of the Company’s comstook of $72.82 on April 30, 2015 , the if-convertalue of the 0.25% Senior
Notes exceeded their principal amount by approxtg$110.4 million . Based on the terms of the 0.25%i&@eNotes, the Senior Notes were
not convertible for the three months ended Aprijl 3W15.

Note Hedges

To minimize the impact of potential economic ditutiupon conversion of the Notes, the Company edhi@te convertible note hedge
transactions with respect to its common stock (th&25% Note Hedges”).

(in thousands, except for shares) Date Purchase Shares

0.25% Note Hedges March 2013  $ 153,80( 17,308,88

The 0.25% Note Hedges cover shares of the Compaoysnon stock at a strike price that correspondbeadnitial conversion price of
the 0.25% Notes, also subject to adjustment, améxarcisable upon conversion of the Notes. Thg%8.Rote Hedges will expire upon the
maturity of the 0.25% Notes. The 0.25% Note Hedgesntended to reduce the potential economicidiluipon conversion of the 0.25%
Notes in the event that the market value per shiaifee Compan’s common stock, as measured under the 0.25% Nattése time of exercise
is greater than the conversion price of the 0.258te8l The 0.25% Note Hedges are separate transaetiml are not part of the terms of the
0.25% Notes. Holders of the 0.25% Notes will notéhany rights with respect to the 0.25% Note Hed@ke 0.25% Note Hedges do not
impact earnings per share.

Warrants
Proceeds Strike
Date (in thousands) Shares Price
0.25% Warrants March 2013  $ 84,80( 17,308,888 $ 90.4(

In March 2013, the Company also entered into aamsrtransaction (the “ 0.25% Warrants”), wherdtey@ompany sold warrants to
acquire, subject to anti-dilution adjustments, eskaf the Company’s common stock. The 0.25% Wasnarte anti-dilutive for the periods
presented. The 0.25% Warrants are separate traorsaentered into by the Company and are not gahtecterms of the 0.25% Notes or the
0.25% Note Hedges. Holders of the 0.25% Notes a2fb0 Note Hedges will not have any rights with exgpio the 0.25% Warrants.

Revolving Credit Facility

In October 2014, the Company entered into an ageae(the “Credit Agreement”) with Wells Fargo, N.Znd certain other institutional
lenders that provides for a $650.0 million unsedurolving credit facility that matures in Octol2419 (the “Credit Facility”). Immediately
upon closing, the Company borrowed $300.0 millioder the Credit Facility. The Borrowings under @redit Facility bear interest, at the
Company’s option at either a base rate, as definétk Credit Agreement, plus a margin of 0.00%.%6% or LIBOR plus a margin of 1.00%
to 1.75% . The Company is obligated to pay ongemmgmitment fees at a rate between 0.125% and 0.Z5%6h interest rate margins and
commitment fees are based on the Company’s comsetideverage ratio for the preceding four fisearter periods. Interest and the
commitment fees are payable in arrears quartedg. Company may use amounts borrowed under the tGracility for working capital,
capital expenditures and other general corporatggses, including permitted acquisitions. Subjedatdrtain conditions stated in the Credit
Agreement, the Company may borrow amounts undeCthdit Facility at any time during the term of feedit Agreement. The Company
may also prepay borrowings under the Credit Agragme whole or in part, at any time without premiwr penalty, subject to certain
conditions, and amounts repaid or prepaid may berrewed.

The Credit Agreement contains certain customatynaditive and negative covenants, including a cadateéd leverage ratio covenant, a
consolidated interest coverage ratio covenanimi éin the Company'’s ability to incur additionatigbtedness, dispose of assets, make certai
acquisition transactions, pay dividends or distiins, and certain other restrictions on the Corgjsaactivities each defined specifically in the
Credit Agreement. The Company was in compliancé wieé Credit Agreement’s covenants as of AprilZm.5 .
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In March 2015, the Company paid down $300.0 millidroutstanding borrowings under the Credit Facilithere are currently no
outstanding borrowings held under the Credit Fgcis of April 30, 2015 .

The weighted average interest rate on borrowingeuthe Credit Facility was 1.6%er the period beginning in October 2014 and er
April 30, 2015 .

Loan Assumed on 50 Fremont

The Company assumed a $200.0 million loan withaettgisition of 50 Fremont (the “Loan”). The Loarak®an interest rate of 3.75%
per annum and is due in June 2023. The Loan rexjiniterest only payments with the remaining priatigue at maturity. The Loan can be
prepaid at any time subject to a yield maintendaeeThe agreement governing the Loan containgaicectistomary affirmative and negative
covenants that the Company was in compliance vgithf &pril 30, 2015 .

Interest Expense on Convertible Senior Notes, Reirg Credit Facility and Loan Secured by 50 Fremont

The following table sets forth total interest expemnecognized related to the Notes, the Creditifyaand the Loan prior to capitalization
of interest (in thousands):

Three Months Ended April 30,

2015 2014
Contractual interest expense $ 3,35C $ 2,90
Amortization of debt issuance costs 1,01¢ 1,22¢
Amortization of debt discount 6,05¢ 10,98¢
$ 10,427 % 15,11t
6. Other Balance Sheet Accounts
Prepaid Expenses and Other Current Assets
Prepaid expenses and other current assets consfdteglfollowing (in thousands):
As of
April 30, January 31,
2015 2015
Deferred income taxes, net $ 4434 % 35,52¢
Prepaid income taxes 21,36: 21,51«
Customer contract asset 10,49: 16,62(
Other taxes receivable 25,59. 27,54(
Prepaid expenses and other current assets 209,19! 179,35:
$ 310,98! $ 280,55:

Customer contract asset reflects future billingambunts that are contractually committed by Exagi&t’s existing customers as of the
acquisition date in July 2013 that will be billedthe next 12 months. As the Company bills thestorners this balance will reduce and
accounts receivable will increase.
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Capitalized Software, net
Capitalized software consisted of the following tfiousands):

As of
April 30, January 31,
2015 2015

Capitalized internal-use software development ¢ostsof accumulated amortization of $147,6
and $136,314, respectively $ 102,43( $ 96,61"
Acquired developed technology, net of accumulatedréization of $414,634 and $392,736,
respectively 318,89 336,78

$ 421,320 % 433,39

Capitalized internal-use software amortization ergeetotaled $11.3 million and $8.3 million for tieee months ended April 30, 2015
and 2014 , respectively. Acquired developed teamohlmortization expense totaled $21.9 million &86.4 million for the three months

ended April 30, 2015 and 2014 , respectively.

The Company capitalized $1.6 million and $1.0 roilliof stock-based expenses related to capitalitednial-use software development

and deferred professional services during the thmeieths ended April 30, 2015 and 2014 , respegtivel

Other Assets, net
Other assets consisted of the following (in thodsgn

As of
April 30, January 31,
2015 2015

Deferred income taxes, noncurrent, net $ 8,93( $ 9,27¢
Long-term deposits 19,16: 19,71t
Purchased intangible assets, net of accumulatedtiaatmn of $150,963 and $130,968,
respectively 317,56! 329,97:
Acquired intellectual property, net of accumulasedortization of $17,409 and $15,695,
respectively 15,59t 15,87¢
Strategic investments 318,71t 175,77:
Customer contract asset 407 1,44,
Other 74,00: 76,25¢

$ 754,37¢ 3 628,32(

Customer contract asset reflects future billingarabunts that were contractually committed by Ekagiet's existing customers as of the
acquisition date in July 2013. As the Company liilsse customers, this balance will decrease araliats receivable will increase.

Purchased intangible assets amortization expemnsbddhree months ended April 30, 2015 and 201<1$29.0 million and $15.2
million , respectively. Acquired intellectual prapeamortization expense for the three months egmd 30, 2015 and 2014 was $1.7 million

and $1.2 million , respectively.
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Accounts Payable, Accrued Expenses and Other Liibi

Accounts payable, accrued expenses and otheiitiebitonsisted of the following (in thousands):

As of
April 30, January 31,
2015 2015
Accounts payable $ 60,227 $ 95,531
Accrued compensation 308,58t 457,10:
Accrued other liabilities 380,22 321,03.
Accrued income and other taxes payable 128,73« 184,84
Accrued professional costs 27,81« 16,88¢
Customer liability, current 10,56: 13,08
Accrued rent 11,95 14,847
$ 928,10 $ 1,103,33

Customer liability reflects the legal obligationgoovide future services that are contractually wotted to ExactTarget's existing
customers but unbilled as of the acquisition datduly 2013. As these services are invoiced, thiarize will decrease and deferred revenue
will increase.

Other Noncurrent Liabilities
Other noncurrent liabilities consisted of the fallng (in thousands):

As of
April 30, January 31,
2015 2015
Deferred income taxes and income taxes payable $ 106,49¢ $ 94,39¢
Customer liability, noncurrent 28¢ 1,02¢
Financing obligation, building in progress-leasadilfty 145,25! 125,28
Long-term lease liabilities and other 618,00¢ 701,61.
$ 870,05. $ 922,32:

7. Stockholders’ Equity

The Company maintains the following stock plans: BSPP, the 2013 Equity Incentive Plan and the &@didcement Equity Incentive
Plan (the “2014 Inducement Plan”). The expiratibthe 1999 Stock Option Plan (“1999 Plami)fiscal 2010 did not affect awards outstanc
which continue to be governed by the terms and itiond of the 1999 Plan. Offerings under the ESB®raenced in December 2011.

As of April 30, 2015, $70.5 million has been wighth on behalf of employees for future purchasesutite ESPP and is recorded in
accounts payable, accrued expenses and otheitieshil

Prior to February 1, 2006, options issued undeCii@pany’s stock option plans generally had a teftOyears. From February 1, 20
through July 2013, options issued had a term &f yigars. After July 2013, options issued havera tdrseven years.
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Stock activity excluding the ESPP is as follows:

Options Outstanding

Shares Outstanding Weighted-
Available for Stock Average Aggregate
Grant Options Exercise Price Intrinsic Value
Balance as of January 31, 2015 30,789,53 29,458,36 $ 44.3¢
Increase in shares authorized:
2013 Equity Incentive Plan 908,40! 0 0.0C
2014 Inducement Equity Incentive Plan 109,66t 0 0.0C
Options granted under all plans (597,58 597,58¢ 66.9¢
Restricted stock activity (653,02) 0 0.0C
Stock grants to board and advisory board members (53,817 0 0.0C
Exercised 0 (3,365,91) 33.5¢
Plan shares expired (858,61() 0 0.0C
Canceled 782,73: (782,73) 43.3¢
Balance as of April 30, 2015 30,427,30 25,907,30 $ 46.32 $ 686,590,08
Vested or expected to vest 24,031,622 $ 45.6¢ $ 653,176,38
Exercisable as of January 31, 2015 9,22435 % 35.3¢ $ 345,386,98

The total intrinsic value of the options exercisiening the three months ended April 30, 2015 arith20as $113.3 million and $68.8
million , respectively. The intrinsic value is t#ference between the current market value oftbek and the exercise price of the stock
option.

The weighted-average remaining contractual lifeesfted and expected to vest options is approxignédtélyears .

As of April 30, 2015, options to purchase 9,228,36ares were vested at a weighted average exeraseof $35.3%er share and hac
remaining weighted-average contractual life of agpnately 2.6 years . The total intrinsic valueludse vested options as of April 30, 2015
was $345.4 million .

The following table summarizes information abowic&toptions outstanding as of April 30, 2015 :

Options Outstanding Options Exercisable

Weighted-

Average Weighted- Weighted-

Remaining Average Average

Range of Exercise Number Contractual Life Exercise Number of Exercise

Prices Outstanding (Years) Price Shares Price

$0.86 to $27.56 3,757,74! 29 $ 22.8¢ 2,777,04! $ 22.6:
$27.66 to $37.95 4,583,43! 1.7 36.0z 3,377,98! 35.7¢
$38.03 to $52.14 3,020,28! 3.0 39.9¢ 1,484,31! 39.6¢
52.30 4,602,47 5.6 52.3( 1,392,23. 52.3(
$53.60 to $57.79 1,881,36: 6.1 55.21 163,75: 55.9¢
$59.34 6,747,25. 6.6 59.3¢ 0 0.0C
$59.37 to $67.71 1,314,74. 6.6 63.4¢ 29,02¢ 63.2¢
25,907,30 45 $  46.3C 9,224,350 §  35.3¢
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Restricted stock activity is as follows:

Restricted Stock Outstanding

Aggregate
Weighted- Intrinsic
Average Value
Outstanding Exercise Price (in thousands)
Balance as of January 31, 2015 23,144,000 $ 0.001
Granted 1,072,96: 0.001
Canceled (1,011,129 0.001
Vested and converted to shares (1,828,66) 0.001
Balance as of April 30, 2015 21,377,18 $ 0.001 $ 1,556,68!
Expected to vest 18,423,08 $ 1,341,56!

The restricted stock, which upon vesting entitrestolder to one share of common stock for eacresifarestricted stock, has an exer
price of $0.001 per share, which is equal to threvplue of the Company’s common stock, and genevalsts over 4 years.

The weighted-average grant date fair value of éséricted stock issued for the three months ended 30, 2015 and 2014 was $67.17
and $63.71 , respectively.

Common Stock
The following number of shares of common stock weserved and available for future issuance atl30ri 2015 :

Options outstanding 25,907,30
Restricted stock awards and units outstanding 21,377,18

Stock available for future grant:
2013 Equity Incentive Plan 29,751,04
2014 Inducement Equity Incentive Plan 676,26:
2004 Employee Stock Purchase Plan 2,849,31
Convertible senior notes 17,308,88
Warrants 17,308,88
115,178,86

8. Income Taxes
Effective Tax Rate

The Company computes its year-to-date provisionrnfoome taxes by applying the estimated annuatt¥ie tax rate to year to date
pretax income or loss and adjusts the provisiordifecrete tax items recorded in the period. Fotthinee months ended April 30, 2015 , the
Company reported a tax provision of $14.0 millieneopretax income of $18.1 million , which resuliedn effective tax rate of 77 percent .
The tax provision recorded was primarily relateihitome taxes in profitable jurisdictions outsidele U.S.

For the three months ended April 30, 2014 , the amy reported a tax expense of $12.1 million onetap loss of $84.8 million , which
resulted in a negative effective tax rate of 14&pet. The tax provision recorded was related ¢onme taxes in profitable jurisdictions outside
the U.S. and the current tax expense in the U.8.admpany had U.S. current tax expense as a mdoltecasted taxable income before
considering certain excess tax benefits from stgtions and vesting of restricted stock. This W18rent tax expense was partially offset by
tax benefit attributable to losses in certain Wt8tes with no valuation allowance.

Tax Benefits Related to Stock-Based Compensation

The total income tax benefit related to stock-bamsedrds was $43.7 million and $42.6 million foraémonths ended April 30, 2015 and
2014 , respectively, the majority of which was rextognized as a result of the valuation allowance.
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Unrecognized Tax Benefits and Other Considerations

The Company records liabilities related to its utaia tax positions. Tax positions for the Company its subsidiaries are subject to
income tax audits by multiple tax jurisdictionsahghout the world. During the quarter ended ApBil 3015, the Company reached a settle
agreement upon completion of its tax examinatiodaipan which did not result in material impactsancome tax provision. Certain prior year
tax returns are currently being examined by vartamgg authorities in countries including the &aitStates, Germany, Switzerland and the
United Kingdom. To date, the Company has not rexkany material proposed adjustments.

The Company believes that it has provided adeqestrves for its income tax uncertainties in arofax years. In the next 12 months,
as some of the ongoing examinations are completéddax positions in these tax years meet the comgditof being effectively settled, the
Company anticipates it is reasonably possiblediddcrease of unrecognized tax benefits up to appadely $19 million may occur.

9. Earnings/Loss Per Share

Basic earnings/loss per share is computed by digidet income (loss) by the weighted-average numbeommon shares outstanding
for the fiscal period. Diluted earnings/loss pearghis computed by giving effect to all potentiaighted average dilutive common stock,
including options, restricted stock units, warraantsl the convertible senior notes. The dilutiveefbf outstanding awards and convertible
securities is reflected in diluted earnings persligy application of the treasury stock methodut@itl loss per share for the three months ende
April 30, 2014 is the same as basic loss per simthere is a net loss in the period and inclusfgotentially issuable shares is anti-dilutive.

A reconciliation of the denominator used in thecaldtion of basic and diluted earnings/(loss) pers is as follows (in thousands):

Three Months Ended April 30,

2015 2014

Numerator:
Net income (loss) $ 4,092 % (96,919
Denominator:
Weighted-average shares outstanding for basigesshare 653,80¢ 612,51;
Effect of dilutive securities:

Convertible senior notes 0 0

Employee stock awards 10,50: 0

Warrants 0 0
Adjusted weightedgverage shares outstanding and assumed convefsiatitited loss per sha 664,31( 612,51:

The weighted-average number of shares outstandied in the computation of basic and diluted easflngs per share does not include
the effect of the following potential outstandirghemon stock. The effects of these potentially @msing shares were not included in the
calculation of diluted earnings/loss per share beeahe effect would have been anti-dilutive (ioubands):

Three Months Ended April 30,

2015 2014
Stock awards 8,801 20,47:
Convertible senior notes 17,30¢ 30,66:
Warrants 17,30¢ 44,25

10. Commitments
Letters of Credit

As of April 30, 2015 , the Company had a total 6¥® million in letters of credit outstanding sutally in favor of certain landlords
for office space. These letters of credit renewualfiy and expire at various dates through Decer2ba0.

29




Table of Contents

Leases

The Company leases facilities space and certagnifassets under non-cancelable operating and Idepises with various expiration
dates.

As of April 30, 2015 , the future minimum lease pents under non-cancelable operating and capéakkare as follows (in thousands)

Financing Obligation,

Capital Operating Building in Progress-
Leases Leases Leased Facility(1)
Fiscal Period:
Remaining nine months of fiscal 2016 $ 86,39t $ 227,05( $ 1,77%
Fiscal 2017 114,87: 287,79 16,87"
Fiscal 2018 119,08t 244.61! 21,10°
Fiscal 2019 113,00! 188,84: 21,55
Fiscal 2020 201,50° 181,76! 21,99¢
Thereafter 0 1,052,71 252,51
Total minimum lease payments 634,87 $ 2,182,78 % 335,82
Less: amount representing interest (81,799
Present value of capital lease obligations $ 553,07:

(1) Total Financing Obligation, Building in Progsdseased Facility noted above represents the totaaiton on the lease agreement incluc
amounts allocated to interest noted in Note 3 “Briypand Equipment” and includes $145.3 millionttivas recorded to Financing obligation,
building in progress-leased facility, which is inded in Other noncurrent liabilities on the balaskeet.

The Company’s agreements for the facilities antageservices provide the Company with the optmreinew. The Company’s future
contractual obligations would change if the Compexgrcised these options.

The terms of the lease agreements provide forlrpatanents on a graduated basis. The Company rezasgrent expense on a straight-
line basis over the lease period and has accrugerio expense incurred but not paid. Of the toparating lease commitment balance of $2.2
billion , approximately $1.9 billion is related tacilities space. The remaining commitment amosamelated to computer equipment, other
leases, data center capacity and our developmerteandata center.

11. Legal Proceedings and Claims

In the ordinary course of business, the Compawy may be involved in various legal proceedings eadns related to alleged
infringement of third-party patents and other iletelual property rights, commercial, corporate aadurities, labor and employment, class
actions, wage and hour, and other claims. The Caynpas been, and may in the future be, put on @atil/or sued by third parties for alleg
infringement of their proprietary rights, includipgtent infringement.

During fiscal 2015, the Company received a commativoo from a large technology company alleging thatCompany
infringed certain of its patents. The Company tards to analyze this claim. No litigation hasrbéked to date. There can be no assurance
that this claim will not lead to litigation in tHfature. The resolution of this claim is not exmetto have a material adverse effect on the
Company's financial condition, but it could be migteto the net income or cash flows or both ofatigular quarter.

In general, the resolution of a legal matter cqarievent the Company from offering its service tioess, could be material to the
Company’s financial condition or cash flows, ortiyadr could otherwise adversely affect the Compsuogerating results.

The Company makes a provision for a liability relgtto legal matters when it is both probable théability has been incurred and the
amount of the loss can be reasonably estimatedeTpmvisions are reviewed at least quarterly aljukted to reflect the impacts of
negotiations, estimated settlements, legal rulingsice of legal counsel and other information anents pertaining to a particular matter. In
management’s opinion, resolution of all currentteratis not expected to have a material adversadtrgn the Company’s condensed
consolidated results of operations, cash flowsrarfcial position.
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However, depending on the nature and timing ofsugh dispute, an unfavorable resolution of a matieid materially affect the Company’s
future results of operations or cash flows, or bofta particular quarter.

12. Related-Party Transactions

In January 1999, the Salesforce.com Foundatiorgiwtdcently became a private foundation, also redeto as the Foundation, was
chartered to build philanthropic programs thatfaoeised on youth and technology. Beginning in 2@8esforce.org, which is a non-profit
mutual benefit corporation, was established tolrése Company’s services to nonprofit organizasi@md certain higher education
organizations. The Company’s chairman is the chairof both the Foundation and Salesforce.org. Tdragany’s chairman, one of the
Company’s employees and one of the Company’s boardbers hold three of the Foundation’s nine boaatiss The Compang’chairman an
one of the Company’s employees hold two of Salesforg’s six board seats. The Company does notaldhe Foundation’s or
Salesforce.org's activities, and accordingly, thenGany does not consolidate either of the relatgities' statement of activities with its
financial results.

Since the Foundation’s inception, the Company hagiged at no charge certain resources to Founuatiaployees such as office space
The value of these items was approximately $0.8anifor the three months ended April 30, 2015 .

Additionally, the Company has donated subscriptionthe Company’s service to other qualified noofiporganizations. The Company
also allows Salesforce.org to resell the Compasgisgice to non-profit organizations and certairhbBigeducation entities. The Company does
not charge Salesforce.org for these subscriptemsevenue from subscriptions provided to non-pafjanizations is provided to the
Foundation to fund its charitable work. The vali¢ghe subscriptions pursuant to reseller agreemeassapproximately $14.1 million for the
three months ended April 30, 2015 . The Compangsta continue these programs.
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ITEM 2. MANAGEMENT’'S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion in“Management’s Discussimal Analysis of Financial Condition and Result©perations” (‘MD&A”),
contains forward-looking statements within the niegmof Section 27A of the Securities Act of 1933mended (the “Securities Act”), and
Section 21E of the Securities Exchange Act of 1834mended (the “Exchange Act”). Forward-lookinigtements consist of, among other
things, trend analyses, statements regarding futwents, future financial performance, our anti¢gzhgrowth, the effect of general economic
and market conditions, the impact of foreign cuogexchange rate and interest rate fluctuation@onresults, our business strategy and our
plan to build our business, including our stratégybe the leading provider of enterprise cloud catimy applications and platforms and
lead the industry shift to the “customer compangit service performance and security, the expeassasciated with new data centers,
additional data center capacity, real estate anficeffacilities space, our operating results, neatfires and services, our strategy of acquil
or making investments in complementary businegsasyentures, services and technologies, andlettial property rights, our ability to
successfully integrate acquired businesses andtdobies, our ability to continue the growth andhaintain deferred revenue and unbilled
deferred revenue, our ability to protect our inéeflual property rights, our ability to develop durands, our ability to realize the benefits from
strategic partnerships and investments, the effeetolving government regulations, the valuatibdeferred tax assets, the potential
availability of additional tax assets in the futuard related matters, the impact of expensing stptions, the sufficiency of our capital
resources, factors related to our outstanding cotilvie notes, revolving credit facility, loan assated with 50 Fremont, compliance with our
related debt covenants and capital lease obligatj@nd current and potential litigation involving,wall of which are based on current
expectations, estimates, and forecasts, and thef&@nd assumptions of our management. Wordsasitéxpects,” “anticipates,” “aims,”
“projects,” “i plans,” “believes,” “estimates,” “seeks,” “assumes,” “may,” “should,” “could,” “foresees,” “forecasts,” variations

” w ” w " w ” ” o ” ” o

intends,
of such words and similar expressions are alsonidéel to identify such forward-looking statementsese forward-looking statements are
subject to risks, uncertainties and assumptions déna difficult to predict. Therefore, actual remumay differ materially and adversely from
those expressed in any forward-looking statem&saders are directed to risks and uncertaintiestified below, under “Risk Factors” and
elsewhere in this report, for factors that may eaastual results to be different than those ex@es$s these forward-looking statements.
Except as required by law, we undertake no oblayato revise or update publicly any forwilooking statements for any reason.

Overview

We are a leading provider of enterprise cloud caingwsolutions, with a focus on customer relatiopshanagement, or CRM. We
introduced our first CRM solution in February 2088 we have since expanded our offerings with rditioes, solutions, enhanced features,
platform capabilities and a new analytics soluttmough internal development and acquisitions. lkts businesses of all sizes and in almos
every industry worldwide on a subscription basis.

Our mission is to help our customers transform thelwes into “customer companies” by empowering th@eonnect with their
customers in entirely new ways. With our six cdaud service offerings—Sales Cloud, Service Cldddrketing Cloud, Communities Cloud,
Analytics Cloud and the Salesforcel Platform—custiahave the tools they need to build a next géinaraustomer success platform. Key
elements of our strategy include:

» strengthening our markégading solution:

e extending distribution into new and highewth categorie

* expanding strategic relationships with our existtngtomer:

e pursuing new custome

e reducing customer attritio

*  building our business in top software markets dlgbahich includes building partnerships that halid customers; a
e encouraging the development of thpdrty applications on our cloud computing platfol
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We believe the factors that will influence our a@pito achieve our objectives include: our prospectustomers’ willingness to migrate
to enterprise cloud computing services; the avditgbperformance and security of our service; ability to continue to release, and gain
customer acceptance of, new and improved featatgsgbility to successfully integrate acquired besses and technologies; successful
customer adoption and utilization of our servicegeptance of our service in markets where we hawecfistomers; the emergence of
additional competitors in our market and improveaduoict offerings by existing and new competitoh® ocation of new data centers; third-
party developers’ willingness to develop applicasi@n our platforms; our ability to attract newgmmel and retain and motivate current
personnel; and general economic conditions whichdcaffect our customers’ ability and willingnesspurchase our services, delay the
customers’ purchasing decision or affect attritiates.

To address these factors, we will need to, amohegrdhings, continue to add substantial numbepaging subscriptions, upgrade our
customers to fully featured versions or arrangemsnth as an Enterprise License Agreement, prdwglequality technical support to our
customers, encourage the development of third-@goyications on our platforms and continue to foon retaining customers at the time of
renewal. Our plans to invest for future growth ud® the continuation of the expansion of our detaer capacity, the hiring of additional
personnel, particularly in direct sales, other oomdr-related areas and research and developmerxgpansion of domestic and international
selling and marketing activities, specifically iardop markets, continuing to develop our brankis,addition of distribution channels, the
upgrade of our service offerings, the developmémieav services such as the Analytics Cloud and Conities Cloud, the integration of
acquired technologies, the expansion of our Manke@loud and Salesforcel Platform core serviceiofje, and the additions to our global
infrastructure to support our growth.

We also regularly evaluate acquisitions or investinopportunities in complementary businesses, jaéntures, services and technolog
and intellectual property rights in an effort tqpard our service offerings. We expect to contimumake such investments and acquisitions in
the future and we plan to reinvest a significartipa of our incremental revenue in future peribalgrow our business and continue our
leadership role in the cloud computing industry.ad®sult of our aggressive growth plans, spedificur hiring plan and acquisition activitie
we have incurred significant expenses from equitgrds and amortization of purchased intangiblesiwhave resulted in net losses on a U.S
generally accepted accounting principles ("GAARA}iB. As we continue with our growth plan and abaeg onetime gains, we may contin
to have net losses on a GAAP basis.

Our typical subscription contract term is 12 ton36nths, although terms range from one to 60 mosthsluring any fiscal reporting
period only a subset of active subscription contréeligible for renewal. We calculate our attritrate as of the end of each month. Our
current attrition rate calculation does not incltide Marketing Cloud service offerings. Our attritirate was approximately nine percent as of
April 30, 2015. We expect our attrition rate to smconsistent as we continue to expand our erigerpusiness and invest in customer suc
and related programs.

We expect marketing and sales costs, which weged@nt of our total revenues for the three moatited April 30, 2015 and 52
percent for the same period a year ago, to contmuepresent a substantial portion of total reesnin the future as we seek to grow our
customer base, sell more products to existing owsts, and build greater brand awareness.

In February 2015, we purchased a 41-story offidllimg in San Francisco, California which we referas 50 Fremont. We currently
occupy approximately 515,000 square feet of the@U¥total rental square feet in the building. Astf the business combination accounting
for the purchase, we recognized a one-time non+easbain of $36.6 million for the termination bktoperating leases that existed prior to th
purchase.

During the three months ended April 30, 2015 , ige anade several large strategic investments mgt@pproximately $145 million in
privately-held companies, some of which are indbeelopment stage. We plan to continue to makdainmvestments throughout the
remainder of fiscal 2016 .

Fiscal Year
Our fiscal year ends on January 31. Referencdsdal 2016 , for example, refer to the fiscal yeading January 31, 2016 .
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Operating Segments

We operate as one operating segment. Operatingesggrare defined as components of an enterprisetfich separate financial
information is evaluated regularly by the chief gimg decision maker, who in our case is the oliefcutive officer, in deciding how to
allocate resources and assess performance. Ovpashéew years, we have completed several acigmisitThese acquisitions have allowed us
to expand our offerings, presence and reach iwvannarket segments of the enterprise cloud comgputiarket. While we have offerings in
multiple enterprise cloud computing market segmenus business operates in one operating segmeaube all of our offerings operate on a
single platform and are deployed in an identicayveand our chief operating decision maker evaluateginancial information and resources
and assesses the performance of these resouressooisolidated basis. Since we operate as onetisgesagment, all required financial
segment information can be found in the condenseddalidated financial statements.

Sources of Revenues

We derive our revenues from two sources: (1) suftsmn revenues, which are comprised of subscriptées from customers accessing
our enterprise cloud computing services and frostaraers paying for additional support beyond thadard support that is included in the
basic subscription fees; and (2) related professgiservices such as process mapping, project marageimplementation services and other
revenue. “Other revenue” consists primarily ofrinag fees. Subscription and support revenues ateddar approximately 93 percent of our
total revenues for the three months ended ApriBA5 . Subscription revenues are driven primdayiyhe number of paying subscribers,
varying service types, the price of our service mmwals. We define a “customer” as a separatalstidct buying entity (e.g., a company, a
distinct business unit of a large corporation, d@ngaship, etc.) that has entered into a contmattess our enterprise cloud computing sen
We define a “subscription” as a unique user accpunthased by a customer for use by its employeether customer-authorized users, and
we refer to each such user as a “subscriber.” Tineber of paying subscriptions at each of our custsmanges from one to hundreds of
thousands. None of our customers accounted for tharefive percent of our revenues during the thneaths ended April 30, 2015 and 2014

Subscription and support revenues are recognizallysover the contract terms beginning on the cemeement dates of each contract.
The typical subscription and support term is 13@anonths, although terms range from one to 60 hso@ur subscription and support
contracts are non-cancelable, though customersaiyinave the right to terminate their contractsdause if we materially fail to perform. We
generally invoice our customers in advance, in ahmstallments, and typical payment terms providd our customers pay us within 30 days
of invoice. Amounts that have been invoiced aremded in accounts receivable and in deferred resemin revenue depending on whether
the revenue recognition criteria have been megelmeral, we collect our billings in advance of shibscription service period.

Professional services and other revenues consisesfassociated with consulting and implementat@mices and training. Our
consulting and implementation engagements aredifpibilled on a time and materials basis. We aiffer a number of training classes on
implementing, using and administering our servic aire billed on a per person, per class basistypical professional services payment
terms provide that our customers pay us within &@sdf invoice.

In determining whether professional services caadmunted for separately from subscription anghstpevenues, we consider a
number of factors, which are described in “Critidacounting Estimates—Revenue Recognition” below.

Revenue by Cloud Service Offerir

We are providing the information below on a supatal basis to give additional insight into theenewre performance of our individual
core service offerings.

Subscription and support revenues during the timeeths ended April 30, 2015 and 2014 consistetiefdllowing by core service
offering (in millions):

Three Months Ended Three Months Ended
April 30, 2015 April 30, 2014
Sales Cloud $ 630.. $ 576.¢
Service Cloud 407. 294.¢
Salesforcel Platform and Other 224.( 164.¢
Marketing Cloud 143.% 111.C
Total $ 1,405 $ 1,147
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Subscription and support revenues from Analyticau@land Communities Cloud, which were introduce@atober 2014, were not
significant for the three months ended April 30120The Analytics Cloud revenue is included with Sédecel Platform and Other in the ta
above. Communities Cloud revenue is included inegiGales Cloud, Service Cloud or Salesforceldthatnd Other revenue depending on
the primary service offering purchased.

In situations where a customer purchases multipledcofferings, such as through an Enterprise Lseefsgreement, we allocate the
contract value to each core service offering basethe customer’s estimated product demand plantandervice that was provided at the
inception of the contract. We do not update thdlseations based on actual product usage duringettme of the contract. We have allocated
approximately 10 percent of our total subscriptimal support revenues for the three months endedl 3pr2015 and 2014 , based on
customers’ estimated product demand plans and #ilegated amounts are included in the table above.

Additionally, some of our core service offeringsvéaimilar features and functions. For exampletarusrs may use the Sales Cloud, the
Service Cloud or our Salesforcel Platform to re@mcbunt and contact information, which are sinfé@tures across these core service
offerings. Depending on a customer’s actual angepted business requirements, more than one cores®ffering may satisfy the customer’
current and future needs. We record revenue baséukedndividual products ordered by a customed, mot according to the customer’s
business requirements and usage. In addition, astmeluce new features and functions within edtérimg, and refine our allocation
methodology for changes in our business, we d@rpect it to be practical to adjust historical mawe results by core service offering for
comparability. Accordingly, comparisons of revepasformance by core service offering over time mat/be meaningful.

Our Sales Cloud service offering is our most widdibtributed service offering and has historicélgen the largest contributor of
subscription and support revenues. As a resulésSaloud has the most international exposure amilgio exchange rate exposure relative to
the other cloud service offerings. Conversely, nexefor Marketing Cloud is primarily derived frofmet Americas, with little impact from
foreign exchange rate movement. We estimate thah&remainder of fiscal 2016 , subscription amplp®rt revenues from the Sales Cloud
service offering will continue to be the largeshtdutor of subscription and support revenue, fameign currency will continue to have a m
pronounced impact on Sales Cloud subscription apdat revenues than revenues from our other cewndce offerings.

Seasonal Nature of Deferred Revenue, Accounts Reatele and Operating Cash Flo

Deferred revenue primarily consists of billingsctsstomers for our subscription service. Over 9@gerof the value of our billings to
customers is for our subscription and support serwiVe generally invoice our customers in annuelesy Approximately 75 percent of all
subscription and support invoices were issued aithual terms during the three months ended ApriR8Q5 in comparison to nearly 68
percent during the same period a year ago. Occasiowe bill customers for their multi-year conttan a single invoice which results in an
increase in noncurrent deferred revenue. We tylgicsgue renewal invoices in advance of the renegalice period, and depending on timing
the initial invoice for the subscription and seesccontract and the subsequent renewal invoicear@ayr in different quarters. This may result
in an increase in deferred revenue and accourgsvadate. There is a disproportionate weighting tasaannual billings in the fourth quarter,
primarily as a result of large enterprise accowtifg patterns. Our fourth quarter has historichkyn our strongest quarter for new business
and renewals. The year on year compounding effaébiseasonality in both billing patterns and @ienew and renewal business causes the
value of invoices that we generate in the fourtartgr for both new business and renewals to ineraas proportion of our total annual
billings. Accordingly, because of this billing agty, our first quarter is historically our largestllections and operating cash flow quarter.

The sequential quarterly changes in accounts rabkivand the related deferred revenue and operedisigflow during the first quarter
our fiscal year are not necessarily indicativehef billing activity that occurs for the followingigrters as displayed below (in thousands, e
unbilled deferred revenue):

April 30,
2015
Fiscal 2016
Accounts receivable, net $ 926,38
Deferred revenue, current and noncurrent 3,056,821
Operating cash flow (1) 730,85°
Unbilled deferred revenue, a non-GAAP measure 6.0 br
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April 30, July 31, October 31, January 31,
2014 2014 2014 2015
Fiscal 2015
Accounts receivable, net 684,15! 834,32: 794,59( 1,905,501
Deferred revenue, current and noncurrent 2,324,61! 2,352,90 2,223,97 3,321,44
Operating cash flow (1) 473,08 245,89: 122,51: 332,22:
Unbilled deferred revenue, a non-GAAP measure 4.8 br 5.0 br 5.4 br 5.7 br
April 30, July 31, October 31, January 31,
2013 2013 2013 2014
Fiscal 2014
Accounts receivable, net 502,60¢ 599,54: 604,04! 1,360,83
Deferred revenue, current and noncurrent 1,733,16! 1,789,64: 1,734,61! 2,522,11!
Operating cash flow (1) 283,18¢ 183,18 137,85¢ 271,23t
Unbilled deferred revenue, a non-GAAP measure 3.6 br 3.8 br 4.2 br 4.5 br

(1) Operating cash flow represents net cash provigeoperating activities for the three months ehidethe periods stated above.

Unbilled Deferred Revenue, a Non-GAAP Measure

The deferred revenue balance on our condensed|@ated balance sheets does not represent thectwiethct value of annual or multi-
year, no-cancelable subscription agreements. Unbilled dederevenue represents future billings under obsatiption agreements that have
not been invoiced and, accordingly, are not reabrdaleferred revenue. Unbilled deferred revenus agproximately $6.0 billion as of
April 30, 2015 and approximately $5.7 billion asJafhuary 31, 2015 . Our typical contract lengtheisveen 12 and 36 months. We expect tha
the amount of unbilled deferred revenue will chafigen quarter to quarter for several reasons, tlioly the specific timing, duration and size
of large customer subscription agreements, varitigg cycles of subscription agreements, the #pgetiming of customer renewals, foreign
currency fluctuations, the timing of when unbiliéeferred revenue is to be recognized as revendeslaanges in customer financial
circumstances. For mulyiear subscription agreements billed annually, #s®eiated unbilled deferred revenue is typicalghhat the beginnir
of the contract period, zero just prior to renevaaild increases if the agreement is renewed. Lowledldeferred revenue attributable to a
particular subscription agreement is often assediatith an impending renewal and may not be arcaidr of the likelihood of renewal or
future revenue from such customer. Accordingly,expect that the amount of aggregate unbilled dederevenue will change from year-to-
year depending in part upon the number and dotfeyumt of subscription agreements at particularestag their renewal cycle. Su
fluctuations are not a reliable indicator of futuesenues. Unbilled deferred revenue does notdecininimum revenue commitments from
indirect sales channels, as we recognize reverierrdd revenue, and any unbilled deferred reveipoa sellthrough to an end user custon

Cost of Revenues and Operating Expenses

Cost of RevenuesCost of subscription and support revenues primaadhsists of expenses related to hosting ourseamd providing
support, the costs of data center capacity, degtienior operating lease expense associated witipater equipment and software, allocated
overhead, amortization expense associated withataeid software related to our services and aequileveloped technologies and certain
paid to various third parties for the use of theghnology, services and data. We allocate overbeeldl as information technology
infrastructure, rent and occupancy charges baséadcount. Employee benefit costs and taxes eatdd based upon a percentage of total
compensation expense. As such, general overheathsap are reflected in each cost of revenue andtopeexpense category. Cost of
professional services and other revenues congistaly of employee-related costs associated Widse services, including stock-based
expenses, the cost of subcontractors and allocathead. The cost of providing professional sewis significantly higher as a percentag
the related revenue than for our enterprise clamdpting subscription service due to the direcofainsts and costs of subcontractors.

We intend to continue to invest additional resosiioeour enterprise cloud computing services. kanmgle, we have invested in
additional database software and we plan to opditiadal data centers and expand our current daigec capacity in the future. As we acq!
new businesses and technologies, the amortizatipense associated with this activity will be inetddn cost of revenues. Additionally, as we
enter into new contracts with third parties for tiee of their technology, services or data, oruassales volume grows, the fees paid to use
technology or services may increase. The
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timing of these additional expenses will affect oast of revenues, both in terms of absolute dollerd as a percentage of revenues, in the
affected periods.

Research and DevelopmerResearch and development expenses consist dsirabsgalaries and related expenses, includingksbased
expenses, the costs of our development and testdater and allocated overhead. We continue tesfoar research and development efforts
on adding new features and services, integratiqgieed technologies, increasing the functionaliy aecurity and enhancing the ease of u
our enterprise cloud computing services. Our pegary, scalable and secure mid#irant architecture enables us to provide all ofcostomer:
with a service based on a single version of outiegiipn. As a result, we do not have to maintaintiple versions, which enables us to have
relatively lower research and development expease®mpared to traditional enterprise software @onigs.

We expect that in the future, research and devetopexpenses will increase in absolute dollarsraag increase as a percentage of tote
revenues as we invest in building the necessaryasme@ and system infrastructure required to suppertdevelopment of new, and improve
existing, technologies and the integration of agglibusinesses and technologies.

Marketing and SalesMarketing and sales expenses are our largestodstonsist primarily of salaries and related expsnincluding
stock-based expenses, for our sales and marketffgiscluding commissions, payments to partnerarketing programs and allocated
overhead. Marketing programs consist of advertisgavgnts, corporate communications, brand buildimg product marketing activities.

We plan to continue to invest in marketing and sl expanding our domestic and internationalrsghlind marketing activities, buildi
brand awareness, attracting new customers and gpogsdditional marketing events. The timing afgh marketing events, such as our ar
and largest event, Dreamforce, will affect our nedirig costs in a particular quarter. We expectith#te future, marketing and sales expense:
will increase in absolute dollars and continuedawmbr largest cost.

General and AdministrativeGeneral and administrative expenses consist afisaland related expenses, including stock-based
expenses, for finance and accounting, legal, iateandit, human resources and management informayistems personnel, legal costs,
professional fees, other corporate expenses anch#did overhead. We expect that in the future,rgéaed administrative expenses will
increase in absolute dollars as we invest in dinastructure and we incur additional employee ealatosts, professional fees and insurance
costs related to the growth of our business aratnational expansion. We expect general and adiratii®e costs as a percentage of total
revenues to either remain flat or decrease fonéhe several quarters.

Stock-Based Expense®ur cost of revenues and operating expenses iadiatk-based expenses related to equity plaresriptoyees
and non-employee directors. We recognize our shaded compensation as an expense in the statefraperations based on their fair values
and vesting periods. These charges have beenisantiin the past and we expect that they will @ase as our stock price increases, as we
acquire more companies, as we hire more employekseek to retain existing employees.

During the three months ended April 30, 2015 , aegnized stock-based expense of $142.6 millios ofAApril 30, 2015 , the
aggregate stock compensation remaining to be aradrtb costs and expenses over a weighted-aveesigel pf 2.0 years was $1.3 billion .
We expect this stock compensation balance to betemad as follows: $403.3 million during the remiaig nine months of fiscal 2016 ; $414.1
million during fiscal 2017 ; $297.9 million durirfiscal 2018 ; $143.9 million during fiscal 2019 &b2l.5 million during fiscal 2020 . The
expected amortization reflects only outstandinglsgavards as of April 30, 2015 and assumes noiforéeactivity. We expect to continue to
issue stock-based awards to our employees in fpenieds.

Amortization of Purchased Intangibles from Busin@embinations and the Purchase of 50 Fremddur cost of revenues, operating
expenses and other expense include amortizatianagpfisition-related intangible assets, such aamhertization of the cost associated with an
acquired company’s research and development eftoatde names, customer lists, acquired leasesusidmer relationships. We expect this
expense to increase as we acquire more businesses.

Critical Accounting Estimates

Our condensed consolidated financial statementprapared in accordance with accounting princigkgerally accepted in the United
States. The preparation of these condensed coastadifinancial statements requires us to make atsrand assumptions that affect the
reported amounts of assets, liabilities, revencests and expenses, and related disclosures. Omgaming basis, we evaluate our estimates an
assumptions. Our actual results may differ frons¢hestimates under different assumptions or camdgiti
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We believe that of our significant accounting ps; which are described in Note 1 “Summary of Bess and Significant Accounting
Policies” to our condensed consolidated finandatesnents, the following accounting policies invmbr greater degree of judgment and
complexity. Accordingly, these are the policieslvadieve are the most critical to aid in fully unstanding and evaluating our condensed
consolidated financial condition and results ofragiens.

Revenue RecognitionVe derive our revenues from two sources: (1) ajtion revenues, which are comprised of subsompfees fron
customers accessing our enterprise cloud compséngces and from customers purchasing additiangpaert beyond the standard support
is included in the basic subscription fee; andréljted professional services such as process n@pmioject management, implementation
services and other revenue. “Other revenue” canprinarily of training fees.

We commence revenue recognition when all of thieviohg conditions are satisfied:
» there is persuasive evidence of an arrangel
« the service has been or is being provided to tstoouer
» the collection of the fees is reasonably assuned
« the amount of fees to be paid by the customexéifor determinabl

Our subscription service arrangements are non-tairieeand do not contain refund-type provisions.

Subscription and Support Revenues

Subscription and support revenues are recognizellyaover the contract terms beginning on the cemeement date of each contract,
which is the date our service is made availableusiomers. Amounts that have been invoiced arededdn accounts receivable and in
deferred revenue or revenue, depending on whéetbaevenue recognition criteria have been met.

Professional Services and Other Revenues

The majority of our professional services contraceson a time and material basis. When thesecgsraire not combined with
subscription revenues as a single unit of accognée discussed below, these revenues are recdgiszée services are rendered for time an
material contracts, and when the milestones arewaeth and accepted by the customer for fixed prazgracts. Training revenues are
recognized after the services are performed.

Multiple Deliverable Arrangements

We enter into arrangements with multiple deliveealthat generally include multiple subscriptiorrenpium support, and professional
services. If the deliverables have standalone v delivery, we account for each deliverableasafely. Subscription services have
standalone value as such services are often spédately. In determining whether professional smwihave standalone value, we consider th
following factors for each professional serviceseagent: availability of the services from othenders, the nature of the professional
services, the timing of when the professional sswicontract was signed in comparison to the sigiger service start date, and the contrac
dependence of the subscription service on the meste satisfaction with the professional serviceskwTo date, we have concluded that all of
the professional services included in multiple dsiable arrangements executed have standalone value

Multiple deliverables included in an arrangemesetseparated into different units of accounting tredarrangement consideration is
allocated to the identified separate units based @lative selling price hierarchy. We determime telative selling price for a deliverable be
on its vendor-specific objective evidence of sellprice (“WSOE”), if available, or our best estiraaif selling price (‘BESP”), if VSOE is not
available. We have determined that third-party enie (“TPE”) is not a practical alternative dueliiferences in our service offerings
compared to other parties and the availabilityedévant third-party pricing information. The amowifitevenue allocated to delivered items is
limited by contingent revenue, if any.

For certain professional services, we have estadis/SOE as a consistent number of standalone cflbis deliverable have been
priced within a reasonably narrow range. We haveestablished VSOE for our subscription services tduack of pricing consistency, the
introduction of new services and other factors.@dmgly, we use our BESP to determine the rela®iéng price.

We determined BESP by considering our overall pgabjectives and market conditions. Significamtipg practices taken into
consideration include our discounting practices,dtze and volume of our transactions, the custai®erographic, the geographic area where
our services are sold, our price lists, our go-trkat strategy, historical standalone sales anttacprices. The determination of BESP is
made through consultation with and approval by rganeent, taking into
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consideration the go-to-market strategy. As outgjoiarket strategies evolve, we may modify ouripg@ractices in the future, which could
result in changes in relative selling prices, idahg both VSOE and BESP.

Deferred RevenueThe deferred revenue balance does not represetuttl contract value of annual or multi-year, fvamcelable
subscription agreements. Deferred revenue primeaihsists of billings or payments received in adeaof revenue recognition from
subscription service described above and is rezedras the revenue recognition criteria are metgééerally invoice customers in annual
installments. The deferred revenue balance isenfted by several factors, including seasonaligycttmpounding effects of renewals, invoice
duration, invoice timing, size and new businessdiity within the quarter.

Deferred revenue that will be recognized duringstheceeding twelve month period is recorded a®ntideferred revenue and the
remaining portion is recorded as noncurrent.

Deferred CommissionsiVe defer commission payments to our direct saaef The commissions are deferred and amortizedles
expense over the non-cancelable terms of the detatiescription contracts with our customers, whaightypically 12 to 36 months. The
commission payments, which are paid in full the thafter the customer’s service commences, areeatdind incremental cost of the revenu
arrangements. The deferred commission amount®eo@erable through the future revenue streams uhderon-cancelable customer
contracts. We believe this is the preferable metifatcounting as the commission charges are selgloelated to the revenue from the non-
cancelable customer contracts that they shoul@t@ded as an asset and charged to expense owamtieeperiod that the subscription reve
is recognized.

During the three months ended April 30, 2015 , wkeded $50.1 million of commission expenditured ae amortized $77.2 million to
sales expense. During the same period a year agdeferred $40.9 million of commission expenditiard we amortized $59.9 million to
sales expense. Deferred commissions on our condenssolidated balance sheets totaled $361.1 m#licApril 30, 2015 and $388.2 million
at January 31, 2015 .

Capitalized Internal-Use Software Costd/e are required to follow the guidance of AccaumiStandards Codification 350 (“ASC
350"), Intangibles- Goodwill and Other in accoungtiior the cost of computer software developedtiternal-use and the accounting for web-
based product development costs. ASC 350 requir@panies to capitalize qualifying computer softwewsts, which are incurred during the
application development stage, and amortize thests on a straight-line basis over the estimatetuubfe of the respective asset. We deliver
our enterprise cloud computing solutions as a servia all the major Internet browsers and on legdnajor mobile device operating systems.
As a result of this software as a service delivandel, we believe we have larger capitalized castsompared to traditional enterprise
software companies as they are required to usferatit accounting standard.

Costs related to preliminary project activities godt implementation activities are expensed asied. Internal-use software is
amortized on a straight-line basis over its estaatseful life. We evaluate the useful lives okthassets on an annual basis and test for
impairment whenever events or changes in circurastaccur that could impact the recoverabilityhafse assets.

Goodwill and Long-Lived Asset®We make estimates, assumptions, and judgments wdieing goodwill and other intangible assets in
connection with the initial purchase price allooatdf an acquired entity, as well as when evalgatire recoverability of our goodwill and ot
intangible assets on an ongoing basis. These @s8rage based upon a number of factors, includstgrical experience, market conditions,
and information obtained from the management otied companies. Critical estimates in valuingaertntangible assets include, but are
limited to, historical and projected attrition rst@nticipated growth in revenue from the acquaestomers and acquired technology, and the
expected use of the acquired assets. These facwedso considered in determining the usefuldffacquired intangible assets. The amounts
and useful lives assigned to identified intangéssets impacts the amount and timing of future &irabion expense.

The value of our goodwill and intangible assetsid¢de impacted by future adverse changes suchuasolb limited to: a substantial
decline in our market capitalization; an adverd@amr assessment by a regulator; and unanticdpadenpetition.
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We evaluate and test the recoverability of our gathdor impairment at least annually during theaufth quarter or more often if and
when circumstances indicate that goodwill may reotdcoverable. Each period we evaluate the estihmateaining useful life of our intangik
assets and whether events or changes in circunestavarrant a revision to the remaining period obdization. We evaluate long-lived assets
such as property and equipment, and purchasedjibtarassets for impairment whenever events or@bsim circumstances indicate that the
carrying amount of the assets may not be recower&lich events or changes in circumstances indudeyre not limited to, a significant
decrease in the fair value of the underlying asssignificant decrease in the benefits realizethfthe acquired assets, difficulty and delays in
integrating the business or a significant changbénoperations of the acquired assets or use a$set. A long-lived asset is considered
impaired if its carrying amount exceeds the estndtiture undiscounted cash flows the asset isatg@e¢o generate. If a long-lived asset is
considered to be impaired, the impairment to begeized is the amount by which the carrying amadrnhe asset exceeds the fair value of th
asset or asset group.

Business Combination#ccounting for business combinations requiresounake significant estimates and assumptions, &dlyeat
the acquisition date with respect to tangible antdrigible assets acquired and liabilities assumedpee-acquisition contingencies. We use ou
best estimates and assumptions to accurately afssigralue to the tangible and intangible assetgiaed and liabilities assumed at the
acquisition date.

Examples of critical estimates in valuing certdinhe intangible assets and goodwill we have aeglinclude but are not limited to:

» future expected cash flows from subscription smpport contracts, professional services contrather customer contracts and
acquired developed technologies and patents;

» the acquired company’s trade name, trademarleaisting customer relationship, as well as assimmptabout the period of time
the acquired trade name and trademark will conttouze used in our offerings;

* uncertain tax positions and tax related valuatitoweances assumed; ¢
+ discount rate

Unanticipated events and circumstances may ocetiniay affect the accuracy or validity of such agstions, estimates or actual
results.

Stock-Based Options and Awarda/e recognize the fair value of our stock optiond awards on a straight-line basis over the reiguisi
service period of the option or award which is\ksting term of generally four years for stock opsi and restricted stock awards and one ye
for shares issued pursuant to our Employee Stooth@se Plan (“ESPP The fair value of each option or ESPP share okgpocchase right
estimated on the date of grant using the Black-Bshaption pricing model. The estimated forfeittae applied is based on historical
forfeiture rates. We evaluate the forfeiture ratekeast annually, or when events or circumstaimgisate a change may be needed. This may
cause a fluctuation in our stock-based expendeeipériod of change. Inputs into the Black-Scholg#on pricing model include:

* The estimated life for the stock options whistestimated based on an actual analysis of expbige@ihe estimated life for shares
issued pursuant to our ESPP is based on the tvathvase periods within the 12 month offering period;

» The risk free interest rate which is based @nrttie for a U.S. government security with the sastenated life at the time of the
option grant and the stock purchase rights;

» The future stock price volatility which is estibad considering both our observed option-implielhtdities and our historical
volatility calculations. We believe this is the bestimate of the expected volatility over the estpd life of our stock options and
stock purchase rights; and

» The probability of performance conditions, ifyathat affect the vesting of certain awards beiogieved. Expense is only
recognized for those shares expected to vest.

Income TaxesWe use the asset and liability method of accogrfiim income taxes. Under this method, deferrecatsets and liabilities
are determined based on temporary differences leetthe financial statement and tax basis of assetdiabilities using enacted tax rates in
effect for the year in which the differences arpeaoted to reverse. The effect on deferred tax asset liabilities of a change in tax rates is
recognized in the condensed consolidated stateroéotserations in the period that includes the emaat date. At each of the interim financ
reporting periods, we compute our tax provisiorapplying an estimated annual effective tax ratgetar to date ordinary income and adjust
provision for discrete tax items recorded in thesaeriod. The estimated annual effective taxattach interim period represents our best
estimate based on
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evaluations of possible future transactions and beagubject to subsequent refinement or revisiom.cdhsider the valuation allowance in
estimating the annual effective tax rate. As altethe annual effective tax rate could be voladitel is therefore difficult to forecast in future
periods.

Valuation allowances are established when necessaeguce deferred tax assets to the amountatbeahore likely than not expected to
be realized based on the weighting of positive reeghtive evidence. Future realization of defereadaissets ultimately depends on the
existence of sufficient taxable income of the appiaie character (for example, ordinary incomeapitl gain) within the carryback or
carryforward periods available under the applicaielaw. We regularly review the deferred tax &séar recoverability based on historical
taxable income, projected future taxable income gtkpected timing of the reversals of existing terapy differences and tax planning
strategies. Our judgment regarding future proflighinay change due to many factors, including fatmarket conditions and the ability to
successfully execute our business plans and taxiplg strategies. Should there be a change inlittieyao recover deferred tax assets, our
income tax provision would increase or decreagherperiod in which the assessment is changed.

Our tax positions are subject to income tax admitsnultiple tax jurisdictions throughout the worltfe recognize the tax benefit of an
uncertain tax position only if it is more likelyah not that the position is sustainable upon exatioin by the taxing authority, based on the
technical merits. The tax benefit recognized issunead as the largest amount of benefit which iatgrehan 50 percent likely to be realized
upon settlement with the taxing authority. We retpg interest accrued and penalties related tocogrézed tax benefits in our income tax
provision.

Strategic Investments/Ne report our investments in non-marketable gaanid debt securities, which consist of minorityiggand debt
investments in privately-held companies, at cogaimrvalue when an event or circumstance indicatesther-than-temporary decline in value
has occurred. Management evaluates financial ss®atnings trends, technology milestones and gubsg financing of these companies, as
well as the general market conditions to identifgicators of other-than-temporary impairment. Itedmining the estimated fair value of our
strategic investments in privately-held companies utilize the most recent data available to udustions of privately-held companies are
inherently complex due to the lack of readily azbié market data.
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Results of Operations

The following tables set forth selected data farheaf the periods indicated (in thousands):

Three Months Ended April 30,

2015 2014
Revenues:
Subscription and support $ 1,405,28 $ 1,147,301
Professional services and other 105,88 79,46¢
Total revenues 1,511,16 1,226,77.
Cost of revenues (1)(2):
Subscription and support 274,24. 208,94
Professional services and other 107,56: 83,35¢
Total cost of revenues 381,80: 292,30!
Gross profit 1,129,36! 934,46
Operating expenses (1)(2):
Research and development 222,12¢ 188,35¢
Marketing and sales 736,93 639,35!
General and administrative 175,81: 162,09!
Operating lease termination resulting from purchas$e0 Fremont, net (36,617 0
Total operating expenses 1,098,26! 989,80t
Income (loss) from operations 31,10¢ (55,34)
Investment income 4,561 1,77¢
Interest expense (16,67%) (20,359
Other expense (1)(3) (91¢) (10,847
Income (loss) before provision for income taxes 18,07: (84,769
Provision for income taxes (13,98) (12,147
Net income (loss) $ 4,092 $ (96,91))

(1) Amounts related to amortization of purchasddrigibles from business combinations, as followghousands):

Three Months Ended April 30,

2015 2014
Cost of revenues $ 19,69C $ 28,67
Marketing and sales 20,025 14,96¢
Other non-operating expense 81t 0

(2) Amounts related to stock-based expenses, lasvo(in thousands):

Three Months Ended April 30,

2015 2014
Cost of revenues $ 15,38. $ 11,81(
Research and development 31,24: 27,28«
Marketing and sales 70,53¢ 67,13:
General and administrative 25,40: 24,86¢

(3) Amount includes approximately $8.5 million lass conversions of our convertible 0.75%nior notes due January 2015 recognized durinthtke month
ended April 30, 2014.
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Revenues by geography were as follows (in thougands

Three Months Ended April 30,

2015 2014
Americas $ 1,115,121 $ 876,37
Europe 258,80! 230,81(
Asia Pacific 137,24 119,58!

$ 1,511,16° $ 1,226,77.

Americas revenue attributed to the United States apgroximately 95 percent and 94 percent fortiheetmonths ended April 30, 2015
and 2014 , respectively.

The following tables set forth selected condensethalidated statements of operations data for eatife periods indicated as a
percentage of total revenues:

Three Months Ended April 30,

2015 2014
Revenues:
Subscription and support 93% 94 %
Professional services and other 7 6
Total revenues 10C 10C
Cost of revenues (1)(2):
Subscription and support 18 17
Professional services and other 7 7
Total cost of revenues 25 24
Gross profit 75 76
Operating expenses (1)(2):
Research and development 15 16
Marketing and sales 49 52
General and administrative 11 13
Operating lease termination resulting from purchafs$e0 Fremont, net 2 0
Total operating expenses 73 81
Income (loss) from operations 2 (5)
Investment income 0 0
Interest expense Q) D
Other expense (1) 0 (@D}
Income (loss) before provision for income taxes 1 7
Provision for income taxes @ (@0}
Net income (loss) 0% (8)%

(1) Amortization of purchased intangibles from Im@sis combinations as a percentage of total reveasdsliows:

Three Months Ended April 30,

2015 2014
Cost of revenues 1% 2%
Marketing and sales 1 1
Other non-operating expense 0 0
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(2) Stock-based expense as a percentage of tutlues, as follows:

Three Months Ended April 30,

2015 2014
Cost of revenues 1% 1%
Research and development 2 2
Marketing and sales 5 5
General and administrative 2 2

Revenues by geography as a percentage of totalueseas follows:

Three Months Ended April 30,

2015 2014
Revenues by geography:
Americas 74% 71%
Europe 17 19
Asia Pacific 9 10
10C% 10C%

Revenues and deferred revenue in constant currasdgllows:

Three Months Ended Three Months Ended

April 30, 2015 April 30, 2014

Revenue constant currency growth rates compared to Three Months compared to Three Months
(as compared to the comparable prior periods) Ended April 30, 2014 Ended April 30, 2013
Americas 27% 39%
Europe 28% 35%
Asia Pacific 27% 26%
Total growth 27% 37%

We present constant currency information to proedemework for assessing how our underlying tessrperformed excluding the
effect of foreign currency rate fluctuations. Tegent this information, current and comparativergperiod results for entities reporting in
currencies other than United States dollars argerted into United States dollars at the weightestage exchange rate for the quarter being
compared to for growth rate calculations preserregtier than the actual exchange rates in effeinglthat period.

April 30, 2015 January 31, 2015
compared to compared to January
April 30, 2014 31, 2014
Deferred revenue, current and noncurrent constant arrency growth rates (as compared to the
comparable prior periods)
Total growth 36% 35%

To present the information above, we convert tHerded revenue balances in local currencies iniptsvcomparable periods using the
United States dollar currency exchange rate ab®mbst recent balance sheet date.
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Three Months Ended April 30, 2015 and 2014

Revenues.
Three Months Ended April 30, Variance
(in thousands) 2015 2014 Dollars Percent
Subscription and support $ 1,405,28 $ 1,147,300 $ 257,98: 22%
Professional services and other 105,88 79,46¢ 26,41« 33%
Total revenues $ 1,511,16 $ 1,226,77. $ 284,39! 23%

Total revenues were $1.5 billion for the three rhergnded April 30, 2015 , compared to $1.2 billloming the same period a year ago,
an increase of $0.3 billion , or 23 percent . QGroastant currency basis, total revenues grewe2@ent. Subscription and support revenues
$1.4 billion , or 93 percent of total revenues,tfoe three months ended April 30, 2015 , compavekiLtl billion , or 94 percent of total
revenues, during the same period a year ago, agaise of $0.3 billion , or 22 percent . The incegassubscription and support revenues was
due almost entirely to volume-driven increases fr@w business, which includes new customers, upgradd additional subscriptions from
existing customers. Our attrition rate, which issistent with the prior year, also played a roléhimincrease in subscription and support
revenues. We continue to invest in a variety ofmuer programs and initiatives, which, along withreasing enterprise adoption, have helpe
maintain our attrition rate. The net price per ysrmonth for our three primary offerings, Profesal Edition, Enterprise Edition and
Unlimited Edition, varies from period to period,thas remained within a consistent range over &s¢ @ight quarters. Changes in the net pric
per user per month has not been a significant dafeevenue growth for the periods presented.d3sibnal services and other revenues were
$105.9 million , or seven percent of total revendesthe three months ended April 30, 2015 , camgdo $79.5 million , or six perceat total
revenues, for the same period a year ago, an se@a$26.4 million , or 33 percent . The increiasgrofessional services and other revenues
was primarily attributable to higher demand forvees from an increased number of customers.

Revenues in Europe and Asia Pacific accounted386$ million , or 26 percent of total revenues,tfe three months ended April 30,
2015, compared to $350.4 million , or 29 percdribtal revenues, during the same period a year agymcrease of $45.7 million , or 13
percent . The increase in revenues on a totalrdudisis outside of the Americas was the resulefiicreasing acceptance of our service, our
focus on marketing our services internationallydiidnal resources and consistent attrition ratea gesult of the reasons stated above.
Revenues outside of the Americas increased orabdollar basis in the three months ended AprilZ1L,5 despite an overall strengthening of
the U.S. dollar, which reduced aggregate internaticevenues by $52.0 million compared to the speriod a year ago. We expect revenues
outside of the Americas to continue to be negatiirapacted in fiscal 2016 by the strengtheningheft).S. dollar relative to the Euro, Japar
yen, Australian dollar and British pound in compari to similar periods in the prior ye

Cost of Revenues.

Three Months Ended April 30,

Variance
(in thousands) 2015 2014 Dollars
Subscription and support $ 274,24. % 208,94° $ 65,29
Professional services and other 107,56: 83,35¢ 24,20:
Total cost of revenues $ 381,80 $ 292,30 % 89,49]

Percent of total revenues 25% 24%
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Cost of revenues was $381.8 million , or 25 peroémbtal revenues, for the three months ended|80xi2015 , compared to $292.3
million , or 24 percent of total revenues, durihg same period a year ago, an increase of $89i6milThe increase in absolute dollars was
primarily due to an increase of $26.6 million ingoyee-related costs, an increase of $3.6 milliostockbased expenses, an increase of $
million in service delivery costs, primarily dueaar efforts to increase data center capacityparease of $15.3 million in professional and
outside services, an increase of $5.5 million localted overhead and an increase of $10.8 milkastepreciation of property and equipment,
offset by a decrease of $9.0 million in amortizatad purchased intangibles. We have increased eadd¢ount by 24 percent since April 30,
2014 to meet the higher demand for services froncostomers. We intend to continue to invest addél resources in our enterprise cloud
computing services and data center capacity. Aatuitly, the amortization of purchased intangiblee#s may increase as we acquire addition:
businesses and technologies. We also plan to atiticaxil employees in our professional servicesugrio facilitate the adoption of our
services. The timing of these expenses will aféertcost of revenues, both in terms of absoluttadobnd as a percentage of revenues in f
periods.

The cost of professional services and other revenexeeeded the related revenue during the thre¢hsiended April 30, 2015 by $1.7
million as compared to $3.9 million during the sgpeeiod a year ago. We expect the cost of profassgervices to continue to exceed reve
from professional services in future fiscal quarté¥e believe that this investment in professiseavices facilitates the adoption of our sen
offerings.

Research and Development.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars
Research and development $ 222,12¢ $ 188,35¢ $ 33,77(
Percent of total revenues 15% 16%

Research and development expenses were $222.amithr 15 percent of total revenues, for the timeaths ended April 30, 2015,
compared to $188.4 million , or 16 percent of totalenues, during the same period a year ago,cagase of $33.8 million . The increase in
absolute dollars was primarily due to an incredsg28.6 million in employee-related costs, an iase of of $4.0 million in stock-based
expense, an increase of $2.7 million in developraendttest data center expense and an increasesofrfiBon in allocated overhead. We
increased our research and development headco@it pgrcent since April 30, 2014 in order to imm@@nd extend our service offerings and
develop new technologies. We expect that researdtdavelopment expenses will increase in absokitard and may increase as a percentag
of revenues in future periods as we continue toeadgloyees and invest in technology to supportithelopment of new, and improve
existing, technologies and the integration of amlitechnologies.

Marketing and Sales.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars
Marketing and sales $ 736,93t % 639,35! $ 97,58:
Percent of total revenues 49% 52%

Marketing and sales expenses were $736.9 mill@m9 percent of total revenues, for the three moended April 30, 2015 , compared
to $639.4 million , or 52 percent of total revenudisring the same period a year ago, an increa$86 million . The increase in absolute
dollars was primarily due to an increase of $64ilfian in employee-related costs of which $17.3lioil was due to increased amortization of
deferred commissions, an increase of $3.4 milliostock-based expense, an increase of $12.9 mifliadvertising expenses and event costs,
an increase of $5.1 million due to amortizatiopofchased intangibles, an increase of $5.7 milligorofessional and outside services and an
increase of $5.7 million in allocated overhead. @arketing and sales headcount increased by 1@mesmce April 30, 2014 . The increase in
headcount was primarily attributable to hiring ditaial sales personnel to focus on adding new ousts and increasing penetration within
existing customer base.
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General and Administrative.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars

General and administrative $ 175,81: % 162,09! $ 13,71¢
Percent of total revenues 11% 13%

General and administrative expenses were $175I&mijlor 11 percent of total revenues, for thethmonths ended April 30, 2015,
compared to $162.1 million , or 13 percent of toéalenues, during the same period a year ago,cagase of $13.7 million . The increase was
primarily due to an increase of $6.9 million in doyge-related costs and an increase of $4.9 milliqgrofessional services expense. Our
general and administrative headcount increasedrgypercent since April 30, 2014 as we added peeddn support our growth.

Operating lease termination resulting from purcha$®&0 Fremont, net.

Three Months Ended April 30,

Variance
(in thousands) 2015 2014 Dollars
Operating lease termination resulting from purchase0 Fremont,
net $ (36,617) $ 0 % (36,617
Percent of total revenues (2)% 0%

Operating lease termination resulting from purchasg®0 Fremont, net for the three months ended|A80ri 2015 was $36.6 million . In

connection with the purchase, we recognized a oretoash gain totaling approximately $36.6 milliantbe termination of the lease signed in
January 2012.

Income (loss) from operations.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars

Income (loss) from operations $ 31,10 % (55,34) $ 86,44¢
Percent of total revenues 2% (5)%

Income from operations for the three months endedl 80, 2015 was $31.1 million and included $14&ion of stock-based
expenses, $39.7 million of amortization of purclibisgangibles and a $36.6 non-cash, one-time rietfgam the operating lease termination
described above. During the same period a yearag®from operations was $55.3 million and incii@431.1 million of stock-based
expenses and $43.6 million of amortization of pasgd intangibles.

Investment income.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars
Investment income $ 4,561 $ 1,77¢  $ 2,78:

Investment income consists of income on our cashnaarketable securities balances. Investment incegase$4.6 million for the three
months ended April 30, 2015 and was $1.8 milliorirduthe same period a year ago. The increase wasodearnings on higher cash and
marketable securities balances and $1.5 millionigifier realized net gains.

Interest expense.

Three Months Ended April 30, .
Variance
(in thousands) 2015 2014 Dollars
Interest expense $ (16,67 $ (20,359 % 3,68¢
Percent of total revenues (D% (D%
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Interest expense consists of interest on our cdiblesenior notes, capital leases, loan assumégdremont and revolving credit
facility. Interest expense, net of interest costgitalized, was $16.7 million for the three monghsled April 30, 2015 and was $20.4 million
during the same period a year ago. The decreaspnmarily due to the maturity of our 0.75% contad senior notes during fiscal 2015.

Other expense.

Three Months Ended April 30, Variance
(in thousands) 2015 2014 Dollars
Other expense $ (918 $ (10,84) $ 9,92¢

Other expense primarily consists of non-operatimgisuch as foreign currency transaction gaindaases, costs associated with real
estate transactions and losses on derecognitidaltf Other expense for the three months ended 2@r2014includes an $8.5 million loss «
conversions of the convertible 0.75% Senior Notgs danuary 2015.

Provision for income taxes.

Three Months Ended April 30, Variance
(in thousands) 2015 2014 Dollars
Provision for income taxes $ (13,98) $ (12,145  $ (1,839
Effective tax rate 7% (14%

We reported a tax provision of $14.0 million onratpx income of $18.1 million , which resulted meffective tax rate of 77 percent for
the three months ended April 30, 2015 . The taxipron recorded was primarily related to incomeetain profitable jurisdictions outside of
the U.S.

We recorded a tax expense of $12.1 million withretgx loss of $84.8 million , which resulted ineffective tax rate of negative 14
percent for the three months ended April 30, 20IHe tax provision recorded was related to incomxed in profitable jurisdictions outside the
U.S. and the current tax expense in the U.S. Weriad a U.S. current tax expense as a result etémted taxable income before considering
certain excess tax benefits from stock optionswasting of restricted stock. This U.S. currentéapense was partially offset by tax benefit
attributable to losses in certain U.S. states witlvaluation allowance.

Liquidity and Capital Resources

At April 30, 2015, our principal sources of liquidwere cash, cash equivalents and marketableitiesuotaling $1.9 billion and
accounts receivable of $0.9 billion .

Net cash provided by operating activities was $336illion during the three months ended April 3012 and $473.1 million during the
same period a year ago. Cash provided by operatitigities has historically been affected by theoant of net income (loss) adjusted for non-
cash expense items such as depreciation and aatimizamortization of purchased intangibles framibess combinations, amortization of
debt discount, discrete items such as the non-gaishfrom termination of 50 Fremont lease, net tigdexpense associated with stock-based
awards; the reclassification of excess tax bengbite employee stock plans to cash flows from firiag activities; the timing of employee
related costs including commissions and bonus patgnthe timing of collections from our customer$jch is our largest source of operating
cash flows; and changes in working capital accounts

Our working capital accounts consist of accountgirables and prepaid assets and other currertsa€daims against working capital
include accounts payable, accrued expenses andativent liabilities and payments related to cumeertible senior notes and loan secure:
50 Fremont. Our working capital may be impactedaryors in future periods, certain amounts andrgrof which are seasonal, such as
billings to customers for subscriptions and suppervices and the subsequent collection of thdBeds.

As described above in “Seasonal Nature of DefdRedenue and Accounts Receivable,” our fourth qudwds historically been our
strongest quarter for new business and renewalsc@mespondingly the first quarter for cash cditats. The year on year compounding effec
of this seasonality in both billing patterns an@all business causes both the value of invoicatswk generate in the fourth quarter and cash
collections in the first quarter to increase asapprtion of our total annual billings.
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We generally invoice our customers for our subsgienipand services contracts in advance in annsgliments. We typically issue
renewal invoices in advance of the renewal sepé@@d, and depending on timing, the initial invefor the subscription and services contrac
and the subsequent renewal invoice may occur fardifit quarters. Such invoice amounts are initig@iected in accounts receivable and
deferred revenue, which is reflected on the balaheets. The operating cash flow benefit of inaddslling activity generally occurs in the
subsequent quarter when we collect from our custendes such, our first quarter has become our &rgalections and operating cash flow
quarter.

Net cash provided by operating activities during tiree months ended April 30, 2015 increased 825ilion over the same period a
year ago primarily due to higher collections froar éourth quarter billing activity than in the prigear and higher net income after adjus
for depreciation and amortization, discrete iteonshsas the gain on office lease termination ansl émsconversions of convertible senior notes
stock-based expenses and the timing of paymenissigecounts payable, accrued expenses and aftfrentliabilities.

Net cash used in investing activities was $536 [ianiduring the three months ended April 30, 2@H8sl $210.4 million during the same
period a year ago. The net cash used in investitigtées during the three months ended April 3012 primarily related to the purchase of 50
Fremont, strategic investments and capital experetitincluding new office builduts and investment of cash balances offset byegas fron
sales and maturities of marketable securities.

Net cash used in financing activities was $157 fioniduring the three months ended April 30, 2@k5compared to net cash provided
by financing activities of $219.2 million duringettsame period a year ago. Net cash used in finguacitivities during the three months ended
April 30, 2015 consisted primarily of $16.8 millia principal payments on capital leases and $300liion of payments on our revolving
credit facility, offset by $155.0 million from preeds from equity plans.

In March 2013, we issued $1.15 billion of 0.25% wentible senior notes due in April 2018 (the “Ndjemnd concurrently entered into
convertible notes hedges (the “0.25% Note Hedgasd)separate warrant transactions (the “Warrant$ig. Notes will mature in April 2018,
unless earlier converted. Upon conversion of anteBlove will deliver cash up to the principal ambofithe Notes and, with respect to any
excess conversion value greater than the prinaipaiunt of the Notes, shares of our common stogh,a& a combination of both.

The Notes will be convertible if during any 20 tiragldays during the 30 consecutive trading dayangffiscal quarter, our common stc
trades at a price exceeding 130% of the convegmioe of $66.44 per share applicable to the Naths. Notes have not yet been convertible a
the holders’ option. The Notes are classified asrecurrent liability on our condensed consoliddiathnce sheet as of April 30, 2015 . Our
common stock did not trade at a price exceedingd80the conversion price of $66.44 per share apple to the Notes during the fiscal
quarter ended April 30, 2015 . Accordingly, the &owill not be convertible at the holdeegtion for the quarter ending July 31, 2015, anidi
remain classified as a noncurrent liability on candensed consolidated balance sheets.

In October 2014, we entered into a credit agreerfibat‘Credit Agreement”) which provides for a $6B@nillion unsecured revolving
credit facility (the “Credit Facility”) that matusan October 2019. In March 2015, we paid down$B@0.0 million of outstanding borrowings
held under the Credit Facility and related intenestll. We may use any future borrowings undex @redit Facility for working capital, capit
expenditures and other general corporate purpogagding permitted acquisitions. We may borrow ammis under the Credit Facility at any
time during the term of the Credit Agreement. Weyraso prepay the borrowings under the Credit Fgcih whole or in part, at any time
without premium or penalty, subject to certain dtinds, and amounts repaid or prepaid may be reled.

The Credit Agreement contains certain customaiiynaditive and negative covenants, including a cadatdd leverage ratio covenant, a
consolidated interest coverage ratio covenantmi éin our ability to incur additional indebtednedspose of assets, make certain acquisition
transactions, pay dividends or distributions, aadain other restrictions on our activities eacfirdgl specifically in the Credit Agreement. We
were in compliance with the Credit Agreement’s cwaugs as of April 30, 2015 .

In December 2014 , the Company entered into areaggat with a third-party provider under which then@any will purchase certain
infrastructure services for three years . The agess provides that the Company will pay $33.0 wiilin fiscal 2016 and $36.0 million in both
fiscal 2017 and 2018 for infrastructure servicedarrthe agreement.

In February 2015, the Company acquired 50 Fremtyee§ a 41-story building totaling approximately7800 rentable square feet
located in San Francisco, California (“50 Fremon&) the time of the acquisition, the Company weasing approximately 500,000 square fee
of the available space in 50 Fremont. See Noteusiiikess Combinations” in the Notes to the Condef@smtsolidated Financial Statements.
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The total purchase price for 50 Fremont was $68#%ln . In financing the purchase price, we u$4d5.0 million of restricted cash on
hand and assumed a $200.0 million loan securetéproperty with the remainder paid in cash.

Our cash, cash equivalents and marketable sesusiteecomprised primarily of corporate notes ahemobbligations, U.S. treasury
securities, U.S. agency obligations, governmerigabibns, collateralized mortgage obligations, rgage backed securities, time deposits,
money market mutual funds and municipal securities.

As of April 30, 2015, we have a total of $67.9lrait in letters of credit outstanding in favor of centéndlords for office space. To de¢
no amounts have been drawn against the lettengditcwhich renew annually and expire at varioated through December 2030.

We do not have any special purpose entities, dmekr dhan operating leases for office space and atenequipment, we do not engag
off-balance sheet financing arrangements.

Our principal commitments consist of obligationslenleases for office space, co-location data cdatdities, and our development and
test data center, as well as leases for computépment, software, furniture and fixtures. At A@D, 2015 , the future non-cancelable
minimum payments under these commitments werellasvo(in thousands):

Financing Obligation,

Capital Operating Building in Progress-
Leases Leases Leased Facility
Fiscal Period:
Remaining nine months of fiscal 2016 $ 86,39¢ $ 227,05( $ 1,77
Fiscal 2017 114,87- 287,79! 16,87
Fiscal 2018 119,08¢ 244.61! 21,10°
Fiscal 2019 113,00! 188,84: 21,55
Fiscal 2020 201,50° 181,76! 21,99¢
Thereafter 0 1,052,71 252,51°
Total minimum lease payments 634,87 $ 2,182,78. $ 335,82
Less: amount representing interest (81,799
Present value of capital lease obligations $ 553,07:

The majority of our operating lease agreementsigeous with the option to renew. Our future opergliease obligations would chang
we exercised these options and if we entered iiitianal operating lease agreements as we expandperations.

The financing obligation above represents the witéibation for our lease of approximately 445,080table square feet of office spac
San Francisco, California. As of April 30, 201514%.3 million of the total obligation noted abovasarecorded to Financing obligation,
building in progress - leased facility, which iglided in “Other noncurrent liabilities” on the a@nsed consolidated balance sheets.

During the remaining nine months of fiscal 2016 anfliture fiscal years, we have made and expectpitinue to make additional
investments in our infrastructure to scale our afjens and increase productivity. We plan to upgradreplace various internal systems to
scale with the overall growth of the Company. Amtdiitilly, we expect capital expenditures to be highebsolute dollars and remain
consistent as a percentage of total revenuesitinefyiteriods as a result of continued office buildispother leasehold improvements and data
center investments.

In the future, we may enter into arrangements tpuie or invest in complementary businesses ot jentures, services and
technologies, and intellectual property rights. iV&y be required to seek additional equity or detfairfcing. Additional funds may not be
available on terms favorable to us or at all.

We believe our existing cash, cash equivalentsshodt-term marketable securities and cash provigeoperating activities will be
sufficient to meet our working capital, capital exgliture and debt repayment needs over the nextatizhs.
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New Accounting Pronouncement

In May 2014, the Financial Accounting StandardsfddqaFASB”) issued Accounting Standards Update R@14-09, “Revenue from
Contracts with Customers (Topic 606)” (“ASU 201450&hich amended the existing FASB Accounting Stamtid Codification. This standard
establishes a principle for recognizing revenuenupe transfer of promised goods or services ttoousrs, in an amount that reflects the
expected consideration received in exchange faetlypods or services. The standard also providdamge on the recognition of costs relatec
to obtaining and fulfilling customer contracts.April 2015, the FASB proposed a one-year deferféhe effective date for the new revenue
reporting standard for entities reporting under.\GBAP. In accordance with the deferral, ASU 20B4will be effective for fiscal 2019 ,
including interim periods within that reporting . We are currently in the process of assessie@doption methodology, which allows the
amendment to be applied retrospectively to eadr period presented, or with the cumulative effecbgnized as of the date of initial
application. We are also evaluating the impachefadoption of ASU 2014-09 on our condensed cattest@ld financial statements and have nc
determined whether the effect will be materialither our revenue results or our deferred commisshmlances.

Non-GAAP Financial Measures

Regulation S-K Item 10(e), “Use of Non-GAAP Finaaldleasures in Commission Filings,” defines andprides the conditions for use
of non-GAAP financial information. Our measuresnoh-GAAP gross profit, non-GAAP operating profistmGAAP net income and non-
GAAP earnings per share each meet the definitiammdn-GAAP financial measure.

We use the non-GAAP measures of non-GAAP grosstpnoin-GAAP operating profit and non-GAAP net ino® to provide an
additional view of operational performance by edihg expenses and benefits that are not direciiyae to performance in any particular
period. In addition to our GAAP measures we usedh®n-GAAP measures when planning, monitoring,emaduating our performance. We
believe that these non-GAAP measures reflect ogoinig business in a manner that allows for meaninugriod-to-period comparisons and
analysis of trends in our business, as they exated®in expenses and benefits. These items ahedextbecause the decisions which gave ris
to them are not made to increase revenue in apkatiperiod, but are made for our long-term bermafer multiple periods and we are not able
to change or affect these items in any particudaiogl.

We define non-GAAP net income as our total netme@xcluding the following components, which wadwa are not reflective of our
ongoing operational expenses. In each case, foetwons set forth below, we believe that excluttiegcomponent provides useful informa
to investors and others in understanding and etratlithe impact of certain items to our operatiaguits and future prospects in the same
manner as us, in comparing financial results acaossunting periods and to those of peer compamdgo better understand the impact of
these items on our gross margin and operating padioce. Additionally, as significant, unusual aalete events occur, the results may be
excluded in the period in which the events occur.

» Stock-Based Expens@he Company’'s compensation strategy includesisieeof stock-based compensation to attract anthreta
employees and executives. It is principally aimedligning their interests with those of our stockiers and at long-term employee
retention, rather than to motivate or reward openal performance for any particular period. Thateck-based expense varies for
reasons that are generally unrelated to operattewsions and performance in any particular period

« Amortization of Purchased Intangibles and Acquitedses The Company views amortization of acquisition-redeintangible assets,
such as the amortization of the cost associatddamtacquired company’s research and developmfemtsftrade names, customer
lists, customer relationships and acquired leasagibles, as items arising from pre-acquisitiotivities determined at the time of an
acquisition. While these intangible assets areigoally evaluated for impairment, amortization bé tcost of purchased intangibles
static expense, one that is not typically affedtg@perations during any particular period.
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« Amortization of Debt DiscountUnder GAAP, certain convertible debt instrument thay be settled in cash (or other assets) on
conversion are required to be separately accodatest liability (debt) and equity (conversion apt) components of the instrumen
a manner that reflects the issuer’'s non-convertelat borrowing rate. Accordingly, for GAAP purpesee are required to recognize
imputed interest expense on the Compai$£.15 billion of convertible senior notes due 2iat were issued in a private placeme
March 2013. The imputed interest rate was approtain@.53% for the convertible notes due 2018, a/ttile actual coupon interest
rate of the notes was 0.25%. The difference betweimputed interest expense and the coupon sttexpense, net of the interest
amount capitalized, is excluded from managemestessment of the Compasydperating performance because management be
that this non-cash expense is not indicative obamgjoperating performance. Management believeashieaexclusion of the non-cash
interest expense provides investors an enhancedofithe Company’s operational performance.

* Nor-Cash Gains/Losses on Conversion of Delpion settlement of the Company’s convertible senaies, we attribute the fair value
of the consideration transferred to the liabilihdaequity components of the convertible senior sictée difference between the fair
value of consideration attributed to the liabiltgmponent and the carrying value of the liabilityod settlement date is recorded as a
non-cash gain or loss on the statement of opemtddanagement believes that the exclusion of timeaash gain/loss provides
investors an enhanced view of the company’s operatiperformance.

e Gain on Sales of Land and Building Improvemente Company views the non-operating gains assacigith the sales of the land
and building improvements at Mission Bay to bescdite item. Management believes that the exclusfitime gains provides invest
an enhanced view of the Company’s operational pexdoce.

* Lease Termination Resulting from Purchase of Offiaégding. The Company views the non-cash, one-time gain &gsodowith the
termination of its lease at 50 Fremont to be ardiedtem. Management believes that the exclusidheogains provides investors an
enhanced view of the Company’s operational perfocea

* Income Tax Effects and Adjustme. During fiscal 2015 , the Company began to compntk utilize a fixed long-term projected non-
GAAP tax rate in order to provide better consisjeacross the interim reporting periods by elimingtihe effects of nonecurring ans
period-specific items such as changes in the thxatian allowance and tax effects of acquisitioaksted costs, since each of these
items can vary in size and frequency. When prajgdthis long-term rate, the Company evaluated eetiyear financial projection that
excludes the impact of the following non-cash itestsck-based expense, amortization of purchadaddibles, amortization of
acquired leases, amortization of debt discounfgjlmisses on sales of land and building improvemgains/losses on conversions of
debt, and termination of office leases. The pr@@cate also assumes no new acquisitions in tkee-§ear period, and takes into
account other factors including the Compangtirrent tax structure, its existing tax positionsarious jurisdictions and key legislati
in major jurisdictions where the Company operafé® non-GAAP tax rate for both fiscal 2016 and 2&136.5%. The Company re-
evaluates this long-term rate on an annual basfsaol significant events that may materially afféhis long-term rate occur. This
long-term rate could be subject to change for &taof reasons, for example, significant changethé geographic earnings mix
including acquisition activity, or fundamental i changes in major jurisdictions where the Conypaperates.

We define non-GAAP gross profit as our total revesless cost of revenues, as reported on our cead@onsolidated statement of
operations, excluding the portions of stock-basemrses and amortization of purchased intangibktsatre included in cost of revenues.

We define non-GAAP operating profit as our non-GAgiBss profit less operating expenses, as reportaalir condensed consolidated
statement of operations, excluding the portionsto¢k-based expenses, amortization of purchasadgiitles and gain resulting from
termination of our office lease that are include@perating expenses.

Non-GAAP earnings per share

Management uses the non-GAAP earnings per shan@wide an additional view of performance by exabgdtems that are not directly
related to performance in any particular periothimearnings per share calculation.

We define non-GAAP earnings per share as our noAfSAet income, which excludes the above componeititich we believe are not
reflective of our ongoing operational expensesidéigd by basic or diluted shares outstanding.
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Limitations on the use of non-GAAP financial measur

A limitation of our non-GAAP financial measuresrain-GAAP gross profit, non-GAAP operating profisamGAAP net income and
non-GAAP earnings per share is that they do noé haniform definitions. Our definitions will likelgiffer from the definitions used by other
companies, including peer companies, and therefmmgparability may be limited. Thus, our non-GAAPaseres of non-GAAP gross profit,
non-GAAP operating profit, non-GAAP net income atuh-GAAP earnings per share should be consideraddition to, not as a substitute
for, or in isolation from, measures prepared imadance with GAAP. Additionally, in the case ofckébased expense, if we did not pay a
portion of compensation in the form of stdoséised expense, the cash salary expense includedtmof revenues and operating expenses v
be higher which would affect our cash position.

We compensate for these limitations by reconciting-GAAP gross profit, non-GAAP operating profigmiGAAP net income and non-
GAAP earnings per share to the most comparable Giwgicial measure. We encourage investors andotbhaeview our financial
information in its entirety, not to rely on any gle financial measure and to view our non-GAAP fficial measures in conjunction with the
most comparable GAAP financial measures.

Our reconciliation of the non-GAAP financial meassiof gross profit, operating profit, net income @arnings per share to the most
comparable GAAP measure, “gross profit,” “incomegpfrom operations,” “net income (loss)” and “imeiome (loss) per share” for the three
months ended April 30, 2015 and 2014 are as follgmwthousands, except for share numbers):

Three Months Ended April 30,

2015 2014
Gross profit
GAAP gross profit $ 1,129,360 $ 934,46
Plus:
Amortization of purchased intangibles 19,69( 28,67:
Stock-based expense 15,381 11,81¢(
Non-GAAP gross profit $ 1,164,431 $ 974,94¢

Three Months Ended April 30,

2015 2014
Income from operations
GAAP income (loss) from operations $ 31,108 % (55,34))
Plus:

Amortization of purchased intangibles 39,715 43,63}

Stock-based expense 142 ,56( 131,09:
Less:

Operating lease termination resulting from purchas$e0 Fremont, net (36,617 0
Non-GAAP income from operations $ 176,76¢ $ 119,38t
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Three Months Ended April 30,

2015 2014
Net income
GAAP net income (loss) $ 4,092 $ (96,91))
Plus:
Amortization of purchased intangibles 39,715 43,63’
Amortization of acquired lease intangible 81t 0
Stock-based expense 142,56( 131,09:.
Amortization of debt discount, net 6,05¢ 10,98
Loss on conversion of debt 0 8,52¢
Less:
Operating lease termination resulting from purchase0 Fremont, net (36,617 0
Income tax effects and adjustments (48,29) (27,81Y
Non-GAAP net income $ 108,33! $ 69,51¢

Three Months Ended April 30,

2015 2014

Non-GAAP diluted earnings per share
GAAP diluted income (loss) per share (a) $ 0.01 $ (0.1¢)
Plus:

Amortization of purchased intangibles 0.0¢ 0.07

Amortization of acquired lease intangible 0.0C 0.0C

Stock-based expenses 0.21 0.2C

Amortization of debt discount, net 0.01 0.0z

Loss on conversion of debt 0.0C 0.01
Less:

Operating lease termination resulting from purchafse0 Fremont, net (0.06) 0.0C

Income tax effects and adjustments of Non-GAAP #em (0.07) (0.03)
Non-GAAP diluted earnings per share $ 0.1 $ 0.11
Shares used in computing diluted net income peesha 664,31( 648,00(

a) Reported GAAP loss per share was calculatedyibbasic share count. Non-GAAP diluted earnpegsshare was calculated using the
diluted share count.

Non-GAAP operating profit for the quarter ended ifBO, 2015 was $176.8 million and $119.4 millifam the same period a year ago,
increase of $57.4 million or 48 percent. During fingt quarter of fiscal 2016 we remained focusadmproving non-GAAP operating profit
and expect to remain similarly focused for the reiing nine months of fiscal 2016.

The effects of dilutive securities were not incldde the GAAP calculation of diluted earnings/I@es share for the three months ended
April 30, 2014 because we had a net loss for thiegand the effect would have been atitistive. The following table reflects the effedttbe
dilutive securities on the basic share count usetlé GAAP earnings/loss per share calculatioretivd the share count used for the non-
GAAP diluted earnings per share:
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Three Months Ended April 30,

Supplemental Diluted Sharecount Information (in thaisands): 2015 2014
Weighted-average shares outstanding for GAAP hegicings per share 653,80 612,51.
Effect of dilutive securities (1):
Convertible senior notes (2) 0 8,49
Warrants associated with the convertible senioe hetdges (2) 0 13,22(
Employee stock awards 10,50: 13,77:
Adjusted weighted-average shares outstanding asmdheed conversions for Non-GAAP diluted
earnings per share 664,31 648,00

(1) The effects of these dilutive securities weogincluded in the GAAP calculation of diluted he$s per share for the three months ende
April 30, 2014 because the effect would have begdilutive.

(2) Upon maturity in fiscal 2015, the convertibl§5% senior notes and associated warrants wetedséthe 0.25% senior notes were not
convertible, therefore no dilutive effect for stmmutstanding for the three months ended April2Ba,5.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
Foreign Currency Exchange Risk

Our results of operations and cash flows are stibjeftuctuations due to changes in foreign curyeexchange rates, particularly change:
in the Euro, British Pound Sterling, Canadian Dolkustralian Dollar and Japanese Yen. We seekinimmize the impact of certain foreign
currency fluctuations by hedging certain balanaseskexposures with foreign currency forward congragny gain or loss from settling these
contracts is offset by the loss or gain derivednftbe underlying balance sheet exposures. In aanosdwith our policy, the hedging contracts
we enter into have maturities of less than threathm Additionally, by policy, we do not enter irday hedging contracts for trading or
speculative purposes.

Interest Rate Sensitivit

We had cash, cash equivalents and marketable 8esuataling $1.9 billion at April 30, 2015 . Thagnount was invested primarily in
money market funds, time deposits, corporate natesbonds, government securities and other debtises with credit ratings of at least
BBB or better. The cash, cash equivalents and-$bort marketable securities are held for genergdarate purposes including possible
acquisitions of, or investments in, complementargibesses, services or technologies, working dapith capital expenditures. Our
investments are made for capital preservation magpd/Ne do not enter into investments for tradingpeculative purposes.

Our cash equivalents and our portfolio of markegadglcurities are subject to market risk due to gbsum interest rates. Fixed rate
securities may have their market value adversepacted due to a rise in interest rates, while ifhgatate securities may produce less income
than expected if interest rates fall. Due in pathiese factors, our future investment income ralyshort of expectation due to changes in
interest rates or we may suffer losses in prindipak are forced to sell securities that declineriarket value due to changes in interest rates.
However because we classify our debt securitiéa\aslable for sale,” no gains or losses are reaeghdue to changes in interest rates unles:s
such securities are sold prior to maturity or desdiin fair value are determined to be other-tleamporary. Our fixed-income portfolio is
subject to interest rate risk.

An immediate increase or decrease in interest dt&80-basis points at April 30, 2015 could resukh $12.7 million market value
reduction or increase of the same amount. Thimesti is based on a sensitivity model that measuegket value changes when changes in
interest rates occur. Fluctuations in the valuewfinvestment securities caused by a changeendst rates (gains or losses on the carrying
value) are recorded in other comprehensive incamé are realized only if we sell the underlyinguséies.

At January 31, 2015 , we had cash, cash equivadentsnarketable securities totaling $1.9 billidrhe fixed-income portfolio was also
subject to interest rate risk. Changes in intenasts of 100-basis points would have resulted irketavalue changes of $13.5 million.

Market Risk and Market Interest Ris

In March 2013, we issued at par value $1.15 bilbbB.25% convertible senior notes (the “Notes™pldiers of the Notes may convert the
Notes prior to maturity upon the occurrence ofaartircumstances. Upon conversion, we would payhiider an amount of cash equal to
principal amounts of the Notes. The amounts in exaé# the principal amounts, if any, may be paidash or stock at our option. Concurrent
with the issuance of the Notes, we entered intarsgp note hedging
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transactions and the sale of warrants. These degasasactions were completed to reduce the pateaionomic dilution from the conversion
of the Notes.

The Notes have a fixed annual interest rate of%,2tnd therefore we do not have economic inteegstexposure on the Notes.
However, the value of the Notes are exposed todateate risk. Generally, the fair values of dwed interest rate Notes will increase as
interest rates fall and decrease as interest nig2dn addition, the fair value of our 0.25% Note affected by our stock price. The principal
balance of our Notes was $1.15 billion as of AB@i| 2015 . The total estimated fair value of outésat April 30, 2015 was $1.4 billion . The
fair value was determined based on the closingrtgaprice per $100 of the Notes as of the lastafayading for the first quarter of fiscal
2016 , which was $125.10.

In October 2014, we entered into a credit agreertibat‘Credit Agreement”) which provides for a $65Million unsecured revolving
credit facility that matures in October 2019 (ti@rédit Facility”). Borrowings under the Credit Fitgi bear interest, at our option, at either a
base rate formula, as defined in the Credit Agrednue a LIBOR based formula, each as set forthéCredit Agreement. Additionally, we
are obligated to pay an ongoing commitment feerateabetween 0.125% and 0.25%. Interest and timengtonent fees are payable in arrears
quarterly. As of April 30, 2015 there was no outsliag borrowing amount under the Credit Agreement.

In February 2015, we assumed a $200.0 million leih the acquisition of 50 Fremont (the “Loan”).&hoan bears an interest rate of
3.75% per annum and is due in June 2023. The Leguines interest only payments with the remaininiggipal due at maturity. The Loan can
be prepaid at any time subject to a yield mainteadae. The agreement governing the Loan contairiain customary affirmative and
negative covenants that we were in compliance astbf April 30, 2015 .

We deposit our cash with multiple financial indtibuns. Our deposits, at times, may exceed fedenadiyred limits.

The bank counterparties to the derivative contrpotentially expose us to credit-related lossebénevent of their nonperformance. To
mitigate that risk, we only contract with counteatfes who meet the minimum requirements under ounterparty risk assessment process
monitor ratings, credit spreads and potential dowdes on at least a quarterly basis. Based onmgpimg assessment of counterparty risk, w
adjust our exposure to various counterparties. @enlly enter into master netting arrangementsiwteduce credit risk by permitting net
settlement of transactions with the same countgrpa&towever, we do not have any master nettingrayements in place with collateral
features.

We have an investment portfolio that includes stjattinvestments in public and privately-held comipa, many of which are in the
development stage. When our ownership interestieasehan 20 percent and we do not have theyatmligxert significant influence, we
account for investments in non-marketable equity @ebt securities of the privately-held companigsgithe cost method of accounting.
Otherwise, we account for the investments usingethety method of accounting.

Our portfolio consists of investments in over 13@ately-held companies, primarily comprised ofépéndent software vendors and
system integrators. We invest in early-to-late stegmpanies for strategic reasons and to suppgihksiness initiatives. Our investments in
these companies range from $0.2 million to $50.donj with eight investments individually equal ¢o in excess of $10 million. As of
April 30, 2015 and January 31, 2015 the carryingeaf our investments in privately-held companies $301.0 million and $158.0 million ,
respectively. The estimated fair value of our inmemts in privately-held companies was $452.0 onillas of April 30, 2015 . The financial
success of our investment in any company is tylyicipendent on a liquidity event, such as a pulfffiering or acquisition, or favorable terms
reflecting appreciation to the cost of our iniiialestment. If we determine that any of our investis in such companies have experienced a
decline in fair value, we may be required to recamdmpairment. All of our investments are subjec risk of total loss of investment capital.

ITEM 4. CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Procedure

Under the supervision and with the participatiomof management, including our chief executiveceffiand chief financial officer, we
conducted an evaluation of the effectiveness ofifsgn and operation of our disclosure controts@ecedures, as defined in Rules 13a-15(
and 15d-15(e) under the Securities Exchange At98#, as amended (the “Exchange Act”), as of tlieodithe period covered by this report.

In designing and evaluating our disclosure contaoid procedures, management recognizes that aclgsiise controls and procedures,
no matter how well designed and operated, can geconly reasonable assurance of achieving theedksontrol objectives. In addition, the
design of disclosure controls and procedures nalilgtat the fact that there are resource
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constraints and that management is required toyagsgludgment in evaluating the benefits of polesitontrols and procedures relative to their
costs.

Based on management’s evaluation, our chief exexofficer and chief financial officer concludedttour disclosure controls and
procedures are designed to, and are effectivedwjge assurance at a reasonable level that tbeniiaftion we are required to disclose in ref
that we file or submit under the Exchange Act iorded, processed, summarized and reported wiikitirne periods specified in Securities
and Exchange Commission rules and forms, and tiedt isformation is accumulated and communicatezlitomanagement, including our
chief executive officer and chief financial officais appropriate, to allow timely decisions regagdiequired disclosures.

(b) Management’s Report on Internal Control Over Fhancial Reporting

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

ITEM 1. LEGAL PROCEEDINGS

In the ordinary course of business, we are or neaiyolved in various legal proceedings and claielated to alleged infringement of
third-party patents and other intellectual propeidits, commercial, corporate and securities, l@ma employment, class actions, wage and
hour, and other claims. We have been, and mayeiffutiure be, put on notice or sued by third parftieslleged infringement of their
proprietary rights, including patent infringement.

During fiscal 2015, the Company received a comnmatioa from a large technology company alleging thatCompany
infringed certain of its patents. The Company tards to analyze this claim. No litigation hasrbéked to date. There can be no assurance
that this claim will not lead to litigation in tHature. The resolution of this claim is not exmatto have a material adverse effect on the
Company's financial condition, but it could be migeto the net income or cash flows or both ofaatigular quarter.

We evaluate all claims and lawsuits with respeth&r potential merits, our potential defenses emahterclaims, settlement or litigation
potential and the expected effect on us. Our tdldgies may be subject to injunction if they arerfduo infringe the rights of a third party. In
addition, many of our subscription agreements mequs to indemnify our customers for third-partieltectual property infringement claims,
which could increase the cost to us of an adverigggron such a claim.

The outcome of any claims or litigation, regardlesthe merits, is inherently uncertain. Any claiersl other lawsuits, and the
disposition of such claims and lawsuits, whetheoulgh settlement or litigation, could be time-cam$ug and expensive to resolve, divert our
attention from executing our business plan, raaudfforts to enjoin our activities, lead to attampy third parties to seek similar claims and, ir
the case of intellectual property claims, requsd¢aichange our technology, change our businestiges, pay monetary damages or enter intc
short- or long-term royalty or licensing agreements

In general, the resolution of a legal matter cqarievent us from offering our service to others,lddie material to our financial condition
or cash flows, or both, or could otherwise advgradfiect our operating results.

We make a provision for a liability relating to Egnatters when it is both probable that a liapiias been incurred and the amount o
loss can be reasonably estimated. These provisieneviewed at least quarterly and adjusted teatethe impacts of negotiations, estimated
settlements, legal rulings, advice of legal coumsel other information and events pertaining tarigular matter. In our opinion, resolution of
all current matters is not expected to have a n@i@tdverse impact on our condensed consolidatdtseof operations, cash flows or financial
position. However, depending on the nature andhinaif any such dispute, an unfavorable resolutfcanmatter could materially affect our
future results of operations or cash flows, or bofta particular quarter.

ITEM 1A. RISK FACTORS

The risks and uncertainties described below aretim@nly ones facing us. Other events that wead@urrently anticipate or that we
currently deem immaterial also may affect our resof operations, cash flows and financial conditio

Risks Related to Our Business and Industry

Defects or disruptions in our services could dinshi demand for our services and subject us to subtéd liability.

Because our services are complex and incorporadeiety of hardware and proprietary and third-padftware, our services may have
errors or defects that could result in unanticidatewntime for our subscribers and harm to our temn and our business. Cloud services
frequently contain undetected errors when firgoigiced or when new versions or enhancements lagesesl. We have from time to time fou
defects in our services and new errors in our sesvinay be detected in the future. In addition,coistomers may use our services in
unanticipated ways that may cause a disruptioriivices for other customers attempting to accesis data. As we acquire companies, we
encounter difficulty in incorporating the acquireghnologies into our services and maintainingaihaity standards that are consistent with
our brand and reputation. Since our customers ussayvices for important aspects of their businasyg errors, defects, disruptions in service
or other performance problems could hurt our refiuiaand may damage our customers’ businessesrésudt, customers could elect to not
renew our services or delay or withhold paymentdoWe could also lose future sales or customeysmake warranty or other claims against
us, which could result in an increase in our priovisor doubtful accounts, an increase in collatiiycles for accounts receivable or the
expense and risk of litigation.
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Interruptions or delays in services from our thirgarty data center hosting facilities or cloud comjing platform providers could
impair the delivery of our services and harm our &iness.

We currently serve our customers from third-padtadcenter hosting facilities and cloud computitadfprm providers located in the
United States and other countries. Any damagertailore of, our systems generally could resulint@rruptions in our services. Interruptions
in our services may reduce our revenue, cause igsue credits or pay penalties, cause customéesrtonate their subscriptions and adversel
affect our attrition rates and our ability to attraew customers, all of which would reduce oueraie. Our business would also be harmed if
our customers and potential customers believe ewices are unreliable.

As part of our current disaster recovery arrangasemur production environment and all of our costes’ data is currently replicated in
near real-time in a facility located in the Unit8thtes. Companies and products added through &tmuinay be served through alternate
facilities. We do not control the operation of afithese facilities, and they may be vulnerabldamage or interruption from earthquakes,
floods, fires, power loss, telecommunications fa&fiand similar events. They may also be subjdutdak-ins, sabotage, intentional acts of
vandalism and similar misconduct. Despite precastiaken at these facilities, the occurrence ditaral disaster or an act of terrorism, a
decision to close the facilities without adequai&ae or other unanticipated problems at thesditiasi could result in lengthy interruptions in
our services. Even with disaster recovery arrangésneur services could be interrupted.

As we continue to add data centers and add capadityr existing data centers, we may move or feareur data and our customers’
data. Despite precautions taken during this pro@ssunsuccessful data transfers may impair thieeag of our services, which may damage
our business.

If our security measures or those of our third-pgrtlata center hosting facilities, cloud computingatform providers, or third-party
service partners, are breached, and unauthorizedess is obtained to a custon’s data, our data or our IT systems, our serviceayrbe
perceived as not being secure, customers may cuotastop using our services, and we may incur sfigant legal and financial exposurt
and liabilities.

Our services involve the storage and transmissi@austomersproprietary information, and security breaches d@axpose us to a risk
loss of this information, litigation and possibigdility. While we have security measures in plabey may be breached as a result of third-
party action, including intentional misconduct mnputer hackers, employee error, malfeasance erwite and result in someone obtaining
unauthorized access to our IT data, our custondiets! or our data, including our intellectual prape@nd other confidential business
information. Additionally, third parties may attetrtp fraudulently induce employees or customerns disclosing sensitive information such as
user names, passwords or other information in dalgain access to our customers’ data, our dabaiolT systems. Because the techniques
used to obtain unauthorized access, or to sabstagems, change frequently and generally are cogrézed until launched against a target,
we may be unable to anticipate these techniquésiorplement adequate preventative measures. liti@ucour customers may authorize
third-party technology providers to access thegtamer data, and some of our customers may notddeguate security measures in place to
protect their data that is stored on our serviBesause we do not control our customers or thirtlygachnology providers, or the processing
of such data by third-party technology providers,eaannot ensure the integrity or security of sughdmissions or processing. Malicious third
parties may also conduct attacks designed to tesmibodeny customers access to our services. Aayritg breach could result in a loss of
confidence in the security of our services, dan@ageeputation, negatively impact our future satisrupt our business and lead to legal
liability.

As we acquire and invest in companies or technoésiwe may not realize the expected business anfiial benefits and the
acquisitions could prove difficult to integrate, stiupt our business, dilute stockholder value andvadsely affect our operating results and
the market value of our common stock.

As part of our business strategy, we periodicalakeninvestments in, or acquisitions of, complemgrivasinesses, joint ventures,
services and technologies and intellectual propagtyts, and we expect that we will continue to maklich investments and acquisitions in the
future. Acquisitions and investments involve nunusrasks, including:

»  potential failure to achieve the expected besefitthe combination or acquisition;
« difficulties in, and the cost of, integrating oatons, technologies, services and personnel;
» diversion of financial and managerial resourcemfexisting operations;

» the potential entry into new markets in which lee little or no experience or where competitoeyy have stronger market
positions;

» potential write-offs of acquired assets or irtw@nts, and potential financial and credit risksoagated with acquired
customers;

» potential loss of key employees of the acquired mamy
 inability to generate sufficient revenue to offaetjuisition or investment cos
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 inability to maintain relationships with customarsd partners of the acquired busin

« difficulty of transitioning the acquired techiogly onto our existing platforms and maintaining $leeurity standards for such
technology consistent with our other services;

» potential unknown liabilities associated with thogjaired businesse
» unanticipated expenses related to acquired techp@lod its integration into our existing technolg

* negative impact to our results of operationsaliee of the depreciation and amortization of ansralated to acquired
intangible assets, fixed assets and deferred cosagien, and the loss of acquired deferred revendeuabilled deferred
revenue;

» delays in customer purchases due to uncertairayeeko any acquisitio
» the need to implement controls, procedures anaipslat the acquired compa
» challenges caused by distance, language and duditffexences

» in the case of foreign acquisitions, the challeragsociated with integrating operations acrosgudifft cultures and langua
and any currency and regulatory risks associatéd spiecific countries; and

» the tax effects of any such acquisitic

Any of these risks could harm our business. Intiatdiif we finance acquisitions by issuing equityconvertible or other debt securities
or loans, our existing stockholders may be dilutgdye could face constraints related to the tesfreaxd repayment obligation related to the
incurrence of indebtedness that could affect theketgrice of our common stock.

Privacy concerns and laws, evolving regulation déed computing, cross-border data transfer restiais and other domestic or
foreign regulations may limit the use and adopti@f our services and adversely affect our busine

Regulation related to the provision of servicegteninternet is increasing, as federal, state areldh governments continue to adopt
new laws and regulations addressing data privadytta collection, processing, storage and use rsiop@l information. In some cases, foreign
data privacy laws and regulations, such as thepg&am Union’s Data Protection Directive, and thentuspecific regulations that implement
that directive, also govern the processing of peakmformation. Further, laws are increasingly aihat the use of personal information for
marketing purposes, such as the European UnioRisvacy Directive, and the country-specific regioias that implement that directive. Such
laws and regulations are subject to differing iptetations and may be inconsistent among jurisaisti These and other requirements could
reduce demand for our services or restrict ouitghd store and process data or, in some cas@mdnhour ability to offer our services in cert
locations or our customers' ability to deploy oolusions globally.

In addition to government activity, privacy advogand other industry groups have established or establish new self-regulatory
standards that may place additional burdens o®uscustomers expect us to meet voluntary certiinaor other standards established by
parties, such as TRUSTe. If we are unable to maitit@se certifications or meet these standardsuitd adversely affect our ability to provide
our solutions to certain customers and could harnbasiness.

The costs of compliance with and other burdens sagddy laws, regulations and standards may lireiute and adoption of our servi
and reduce overall demand for it, or lead to sigaift fines, penalties or liabilities for any nongaliance.

Furthermore, concerns regarding data privacy mageaur customers’ customers to resist providiegitita necessary to allow our
customers to use our services effectively. Everptreeption that the privacy of personal informaii® not satisfactorily protected or does not
meet regulatory requirements could inhibit saleswfproducts or services, and could limit adoptdour cloud-based solutions.

Industry-specific regulation and other requiremengnd standards are evolving and unfavorable indysspecific laws, regulations,
interpretive positions or standards could harm obusiness.

Our customers and potential customers conduct essim a variety of industries, including finana@atvices, the public sector,
healthcare and telecommunications. Regulatorsriaiceindustries have adopted and may in the fuddiggpt regulations or interpretive
positions regarding the use of cloud computing @heér outsourced services. The costs of compliaitte and other burdens imposed by,
industry-specific laws, regulations and interpretpositions may limit our customers’ use and aawptif our services and reduce overall
demand for our services. Compliance with theselatigns may also require us to devote greater ressuo support certain customers, which
may increase costs and lengthen sales cyclesxaorge, some financial services regulators havesag guidelines for use of cloud
computing services that mandate specific controlequire financial services enterprises to obtagulatory approval prior to outsourcing
certain functions. If we are unable to comply vitibse guidelines or controls, or if our customeesuaable to obtain regulatory approval to
our services where required, our business may tmedth In addition, an inability to satisfy the sdands of certain voluntary third-party
certification bodies that our customers may expaeoth as an attestation of compliance with the
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Payment Card Industry (PCI) Data Security Standands have an adverse impact on our business.dfyttiere are various statutes and
regulations relevant to the direct email marketing text-messaging industries, including the TedeghConsumer Protection Act (TCPA).
The interpretation of many of these statutes agdlations is evolving in the courts and adminisiatgencies and an inability to comply with
them may have an adverse impact on our busineissthé future we are unable to achieve or maintaése industry-specific certifications or
other requirements or standards relevant to oupmes's, it may harm our business.

In some cases, industry-specific laws, regulatmmisterpretive positions may also apply directiyus as a service provider. Any failure
or perceived failure by us to comply with such riegiments could have an adverse impact on our bssine

If we experience significant fluctuations in our e of anticipated growth and fail to balance our genses with our revenue forecasts,
our results could be harmed.

Due to the pace of change and innovation in erisgrmtoud computing services and the unpredictstofi future general economic and
financial market conditions and the impact of fgrecurrency exchange rate fluctuations, we mayeable to accurately forecast our rate of
growth. We plan our expense levels and investmermgstimates of future revenue and future anticgpedge of growth. We may not be able to
adjust our spending appropriately if the additibm@w subscriptions or the renewals of existingssuiptions fall short of our expectations. A
portion of our expenses may also be fixed in nafitrsome minimum amount of time, such as with & d&nter contract or office lease, so it
may not be possible to reduce costs in a timelymaraar without the payment of fees to exit certaifigations early. As a result, we expect
our revenues, operating results and cash flowsfloeuate significantly on a quarterly basis. Oecent revenue growth rates may not be
sustainable and may decline in the future. We beltbat historical period-to-period comparison®wof revenues, operating results and cash
flows may not be meaningful and should not be delipon as an indication of future performance.

We rely on third-party computer hardware, softwaaad cloud computing platforms that could cause ersan, or failures of, our
services and may be difficult to replac

We rely on computer hardware purchased or leasadl, fsoftware licensed from, and cloud computingfpiens provided by, third
parties in order to offer our services, includirdabase software and hardware from a variety amen Any errors or defects in third-party
hardware, software or cloud computing platformsldwasult in errors in, or a failure of, our sems¢ which could harm our business. These
hardware, software and cloud computing platformg mat continue to be available at reasonable primegommercially reasonable terms ¢
all. Any loss of the right to use any of these haark, software or cloud computing platforms coudphicantly increase our expenses and
otherwise result in delays in the provisioning aof services until equivalent technology is eitheveloped by us, or, if available, is identified,
obtained through purchase or license and integiatedur services.

The market in which we patrticipate is intensely cpatitive, and if we do not compete effectively, aperating results could be
harmed.

The market for enterprise applications and platfearvices is highly competitive, rapidly evolvingdsfragmented, and subject to
changing technology, shifting customer needs aggluient introductions of new products and servidés compete primarily with vendors of
packaged CRM software and companies offering onaseh€CRM applications. We also compete with intdynddéveloped applications and
face competition from enterprise software vendoid @nline service providers who may develop toslseid products that allow customers to
build new applications that run on the customeusient infrastructure or as hosted services. Otneaticompetitors include:

» on premise offerings from enterprise software aapion vendor:
» cloud computing application service provid

» software companies that provide their producewice free of charge, and only charge a prenfiarradvanced features and
functionality;

» social media companit

« traditional platform development environment cormipa:

e cloud computing development platform companies

» internally developed applications (by our potentiadtomers' IT departmen

Many of our current and potential competitors ergapstantial competitive advantages, such as gneatee recognition, longer
operating histories and larger marketing budgetsyell as substantially greater financial, techingcal other resources. In addition, many of
our current and potential competitors have estiadtianarketing relationships and access to larggomer bases, and have major distribution
agreements with consultants, system integratorsesedlers. As a result, our competitors may be &brespond more quickly and effectively
than we can to new or changing opportunities, teldgies, standards or customer requirements. Funtbre, because of these advantages,
if our services are more
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effective than the products and services that oorpetitors offer, potential customers might seteehpetitive products and services in lieu of
purchasing our services. For all of these reasmasnay not be able to compete successfully agaursturrent and future competitors.

Our quarterly results are likely to fluctuate anduo stock price and the value of our common stocluthdecline substantially.

Our quarterly results are likely to fluctuate. leslample, our fiscal fourth quarter has historicéken our strongest quarter for new
business and renewals. The year-over-year compogdiect of this seasonality in billing pattermglaverall new business and renewal
activity causes the value of invoices that we gateein the fourth quarter to continually increas@lioportion to our billings in the other three
quarters of our fiscal year. As a result, our figitat quarter has become our largest collectiang operating cash flow quarter.

Additionally, some of the important factors thatyntause our revenues, operating results and casi fb fluctuate from quarter to
quarter include:

» our ability to retain and increase sales totagscustomers, attract new customers and satisfyestomerstequirement:
» the attrition rates for our servic
« the amount and timing of operating costs and chgitaenditures related to the operations and expars our busines

» changes in deferred revenue and unbilled defereenue balances, which are not reflected ib#h@nce sheet, due to
seasonality, the compounding effects of renewalgice duration, size and timing, new businessliityg between quarters
and within a quarter and fluctuations due to fangigrrency movements;

» changes in foreign currency exchange r

» the number of new employe

» changes in our pricing policies and terms of cartfiavhether initiated by us or as a result of cetitipn;
 the cost, timing and management effort for theoidtiction of new features to our servit

» the costs associated with acquiring new buseasand technologies and the follow-on costs ofjiatiion and consolidating
the results of acquired businesses;

» the rate of expansion and productivity of our sébese

» the length of the sales cycle for our servi

* new product and service introductions by our cortqrst

e our success in selling our services to large erisag

» variations in the revenue mix of editions of ourveeges

 technical difficulties or interruptions in our sares

» expenses related to our real estate, our officeekeand our data center capacity and expal

» changes in interest rates and our mix of investmemich would impact the return on our investmémtsash and marketat
securities;

» conditions, particularly sudden changes, infih@ncial markets, which have impacted and mayiooetto impact the value
of and liquidity of our investment portfolio;

* income tax effect

« our ability to realize benefits from strategic pamships, acquisition or investme!

» other than temporary impairments in the valuewfstrategic investments in earlylade stage privately held compar
e expenses related to significant, unusual or dis@egénts, which are recorded in the period in wktiehevents occt

» general economic conditions, which may adveraéfgct either our customers’ ability or willingree® purchase additional
subscriptions or upgrade their services, or delpsoapective customer's purchasing decision, rethegalue of new
subscription contracts, or affect attrition rates;

» timing of additional investments in our enteggricloud computing application and platform sewiaed in our consulting
services;

» regulatory compliance cos
» the timing of customer payments and payment defdnyltcustomer
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« extraordinary expenses such as litigation oeotlisputerelated settlement paymet
» the impact of new accounting pronouncem

e equity issuances, including as consideratioaciquisitions or due to the conversion of our ouditag convertible notes at the
election of the note holders;

» the timing of stock awards to employees and#eted adverse financial statement impact of lpténexpense those stock
awards on a straight-line basis over their vesticigedules;

» the timing of commission, bonus, and other compms@ayments to employees; i

 the timing of payroll and other withholding taxpenses, which are triggered by the payment ofisemand when employees
exercise their vested stock awards.

Many of these factors are outside of our contno Bhe occurrence of one or more of them mighteaus operating results to vary
widely. As such, we believe that historical quattequarter comparisons of our revenues, operaénglts, changes in our deferred revenue
and unbilled deferred revenue balances and casis fleay not be meaningful and should not be relfahuas an indication of future
performance.

Additionally, if we fail to meet or exceed the exfstions of securities analysts and investorsf, oné or more of the securities analysts
who cover us adversely change their recommendeagigarding our stock, the market price of our commimek could decline. Moreover, our
stock price may be based on expectations, estimatbforecasts of our future performance that neyrirealistic or that may not be met.
Further, our stock price may fluctuate based oontam by the financial media, including televisjoadio and press reports and blogs.

Our efforts to expand our services beyond the CRMrket and to develop our existing services in ordekeep pace with
technological developments may not succeed and medyce our revenue growth rate and harm our busises

We derive substantially all of our revenue fromstriptions to our CRM enterprise cloud computinglaation services, and we expect
this will continue for the foreseeable future. Tharkets for our Analytics Cloud and Communitiesu@aemain relatively new and it is
uncertain whether our efforts will ever result igreficant revenue for us. Further, the introdustaf new services beyond the CRM market
may not be successful, and early stage interesadopition of such new services may not resultmg leerm success or significant revenue for
us. Our efforts to expand our services beyond R @narket may not succeed and may reduce our revgrawth rate.

Additionally, if we are unable to develop enhancetméo and new features for our existing or newises that keep pace with rapid
technological developments, our business will benleal. The success of enhancements, new featuresearides depends on several factors,
including the timely completion, introduction anéirket acceptance of the feature, service or ennaste Failure in this regard may
significantly impair our revenue growth. In additidoecause our services are designed to operateanety of network hardware and softw
platforms using a standard browser, we will needaiatinuously modify and enhance our services apkgace with changes in Internet-relatec
hardware, software, communication, browser andbdettechnologies. We may not be successful ieraitiveloping these modifications and
enhancements or in bringing them to market timelythermore, uncertainties about the timing andneadf new network platforms or
technologies, or modifications to existing platferor technologies, could increase our researctdanelopment or service delivery expenses.
Any failure of our services to operate effectiveligh future network platforms and technologies codduce the demand for our services,
result in customer dissatisfaction and harm oumass.

Sales to customers outside the United States expsge risks inherent in international sales.

We sell our services throughout the world and algest to risks and challenges associated withriatéonal business. Historically, sales
in Europe and Asia Pacific together have represemp@roximately 30 percent of our total revenuasd, e intend to continue to expand our
international sales efforts. The risks and chaksnassociated with sales to customers outsidertitedJStates include:

 localization of our services, including translatiato foreign languages and associated expe
» laws and business practices favoring local conyrst

» pressure on the creditworthiness of sovereigions, particularly in Europe, where we have cugimsrand a balance of our
cash, cash equivalents and marketable securities;

 liquidity issues or political actions by sovereigations, which could result in decreased valudbege balance
» foreign currency fluctuations and contr

« compliance with multiple, conflicting and changigovernmental laws and regulations, including lesmpent, tax, privacy,
anti-corruption, import/export, antitrust, datafeation and industry-specific laws and regulationsluding rules related to
compliance by our third-party resellers;
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» regional data privacy laws and other regulatoryi@nents that apply to outsourced service progidad to the transmissi
of our customers’ data across international borders

» treatment of revenue from international sourcesdrahges to tax codes, including being subjeabteidn tax laws and bei
liable for paying withholding income or other taxedoreign jurisdictions;

« different pricing environment

- difficulties in staffing and managing foreign opiras

» different or lesser protection of our intellectpabperty

» longer accounts receivable payment cycles and ethikction difficulties
» natural disasters, acts of war, terrorism, pandemmicsecurity breaches; ¢
» regional economic and political conditio

Any of these factors could negatively impact ousibass and results of operations.

Additionally, our international subscription fea® gaid either in U.S. dollars or local currencg. &result, fluctuations in the value of
U.S. dollar and foreign currencies may make owises more expensive for international custometsckvcould harm our business.

Because we recognize revenue from subscriptionsdior services over the term of the subscriptionweidurns or upturns in new
business may not be immediately reflected in ouegiing results.

We generally recognize revenue from customers Isatater the terms of their subscription agreementsich are typically 12 to 36
months. As a result, most of the revenue we répartich quarter is the result of subscription agesgs entered into during previous quarters.
Consequently, a decline in new or renewed subgenipin any one quarter may not be reflected inreuenue results for that quarter. Any <
decline, however, will negatively affect our reverio future quarters. Accordingly, the effect afrgficant downturns in sales and market
acceptance of our services, and potential chamgesriattrition rate, may not be fully reflectedaar results of operations until future periods.
Our subscription model also makes it difficult tw to rapidly increase our revenue through additisales in any period, as revenue from nev
customers must be recognized over the applicalbscsiption term.

If our customers do not renew their subscriptionarfour services or reduce the number of paying scitistions at the time of renewal,
our revenue will decline and our business will saff If we cannot accurately predict subscriptionrmewals or upgrade rates, we may not
meet our revenue targets which may adversely affaetmarket price of our common stock.

Our customers have no obligation to renew theisstptions for our services after the expirationhdair initial subscription period,
which is typically 12 to 36 months, and in the nalmourse of business, some customers have eleatdéd renew. In addition, our customers
may renew for fewer subscriptions, renew for shartetract lengths, or switch to lower cost offgsrof our services. We cannot accurately
predict attrition rates given our varied customaséof enterprise and small and medium size busmetomers and the number of multi-year
subscription contracts. Our attrition rates mayease or fluctuate as a result of a number of factocluding customer dissatisfaction with our
services, customers’ spending levels, decreasbe inumber of users at our customers, pricing cbsuiagd deteriorating general economic
conditions.

Our future success also depends in part on outyatulsell additional features and services, ngulascriptions or enhanced editions of
our services to our current customers. This may l@quire increasingly sophisticated and costlgsalfforts that are targeted at senior
management. Similarly, the rate at which our cust@enpurchase new or enhanced services dependswnteer of factors, including general
economic conditions and that our customers doewttrnegatively to any price changes related teetleditional features and services. If our
efforts to upsell to our customers are not successir business may suffer.

If the market for our technology delivery model amahterprise cloud computing services develops nedogvly than we expect, our
business could be harmed.

Our success depends on the willingness of thirtimhavelopers to build applications that are commaetary to our services. Without the
development of these applications, both currentpotdntial customers may not find our servicesisigffitly attractive. In addition, for those
customers who authorize a third-party technologynea access to their data, we do not provide aayamty related to the functionality,
security and integrity of the data transmissiopracessing. Despite contract provisions to praisctustomers may look to us to support and
provide warranties for the third-party applicatiomdich may expose us to potential claims, lialeditand obligations for applications we did
not develop or sell, all of which could harm ousiness.
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We are subject to risks associated with our ventoapital investments.

We invest in early-to-late stage companies fottegjia reasons and to support key business iniéiatigsnd may not realize a return on
our investments. Many such companies generat@sst$ and the market for their products, servicéschnologies may be slow to develop,
and, therefore, are dependent on the availabifitgter rounds of financing from banks or investonsfavorable terms to continue their
operations. The financial success of our investrimeany company is typically dependent on a ligyidvent, such as a public offering or
acquisition, on favorable terms reflecting appréorato the cost of our initial investment. Thepital markets for public offerings and
acquisitions are dynamic and the likelihood of idjty events for the companies we have investezbind significantly worsen. Further,
valuations of privately-held companies are inhdyetdmplex due to the lack of readily available kedrdata. If we determine that any of our
investments in such companies have experiencedliaelén fair value, we may be required to recomdrapairment, which could negatively
impact our financial results. All of our investmerare subject to a risk of total loss of investneapgital.

Supporting our existing and growing customer basautd strain our personnel resources and infrastruee, and if we are unable to
scale our operations and increase productivity, may not be able to successfully implement our besis plan

We continue to experience significant growth in oustomer base and personnel, which has placedia sh our management,
administrative, operational and financial infrasture. We anticipate that additional investmentsuninternal infrastructure, data center
capacity, research, customer support and develdpiuet real estate spending will be required téesoar operations and increase
productivity, to address the needs of our custojerfurther develop and enhance our servicesypared into new geographic areas, and to
scale with our overall growth. If we fail to sucstgly scale our operations and increase produgtiwe will be unable to execute our busines:
plan.

We regularly upgrade or replace our various softveystems. If the implementations of these newicgapns are delayed, or if we
encounter unforeseen problems with our new systerrsmigrating away from our existing applicaticersd systems, our operations and our
ability to manage our business could be negativepacted.

Our success will depend in part upon the abilitpaf senior management to manage our projectedtigreffectively. To do so, we must
continue to increase the productivity of our exigtemployees and to hire, train and manage newasmees as needed. To manage the expi
domestic and international growth of our operatiand personnel, we will need to continue to improueoperational, financial and
management controls, our reporting systems andedroes, and our utilization of real estate. Thatemichl investments we are making will
increase our cost base, which will make it moréalift for us to offset any future revenue sholifddy reducing expenses in the short term.

As more of our sales efforts are targeted at largsterprise customers, our sales cycle may becoreertime-consuming and
expensive, we may encounter pricing pressure anglementation and customization challenges, and waynhave to delay revenue
recognition for some complex transactions, all ohigh could harm our business and operating results.

As we target more of our sales efforts at largeéermmise customers, we may face greater costsef@ajes cycles, greater competition
and less predictability in completing some of cales. In this market segment, the customer’s datisi use our services may be an enterprist
wide decision and, if so, these types of sales evoedjuire us to provide greater levels of educatégarding the use and benefits of our
services, as well as education regarding privadydata protection laws and regulations to prospedaiistomers with international operations.
In addition, larger customers may demand more ougttion, integration services and features. Assalt of these factors, these sales
opportunities may require us to devote greateissalpport and professional services resourcesliaidinal customers, driving up costs and
time required to complete sales and diverting eun sales and professional services resourcesrabes number of larger transactions, while
potentially requiring us to delay revenue recogmitbn some of these transactions until the techoicanplementation requirements have beer
met.

Pricing and packaging strategies for enterpriseathdr customers for subscriptions to our existind future service offerings may not
be widely accepted by other new or existing custsnf@ur adoption of such new pricing and packagingtegies may harm our business.

For large enterprise customers, professional sesvitay also be performed by a third party or a éoation of our own staff and a third
party. Our strategy is to work with third partiesincrease the breadth of capability and depttapécity for delivery of these services to our
customers. If a customer is not satisfied withgbality of work performed by us or a third partyvath the type of services or solutions
delivered, then we could incur additional costaddress the situation, the profitability of thatrivmight be impaired, and the customer’s
dissatisfaction with our services could damageatility to obtain additional work from that customin addition, negative publicity related to
our customer relationships, regardless of its agymay further damage our business by affectingability to compete for new business v
current and prospective customers.
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We have been and may in the future be sued by tipiadties for various claims including alleged infigement of proprietary rights.

We are involved in various legal matters arisirgrfrthe normal course of business activities. Tiesg include claims, suits,
government investigations and other proceedingsling alleged infringement of third-party pateatsd other intellectual property rights, and
commercial, corporate and securities, labor and@mnpent, wage and hour, and other matters.

The software and Internet industries are charamtériby the existence of a large number of paténatdemarks and copyrights and by
frequent litigation based on allegations of infengent or other violations of intellectual propeights. We have received in the past and may
receive in the future communications from thirdtjges; including practicing entities and non-pracaticentities, claiming that we have infringed
their intellectual property rights.

In addition, we have been, and may in the futureshed by third parties for alleged infringementhdir claimed proprietary rights. For
example, during fiscal 2015, we received a commatita from a large technology company alleging thatinfringed certain of its patents.
While we continue to analyze this claim and na@étion has been filed to date, there can be naasse that this claim will not lead to
litigation in the future. Our technologies may libjgct to injunction if they are found to infringfee rights of a third party or we may be
required to pay damages, or both. Further, mamup&ubscription agreements require us to indenmifycustomers for thirgarty intellectua
property infringement claims, which would incredise cost to us of an adverse ruling on such a claim

The outcome of any claims or litigation, regardleSthe merits, is inherently uncertain. Any claiersd lawsuits, and the disposition of
such claims and lawsuits, whether through settl¢melicensing discussions, or litigation, couldtlree-consuming and expensive to resolve,
divert management attention from executing ourress plan, result in efforts to enjoin our actestilead to attempts on the part of other
parties to pursue similar claims and, in the cdsetellectual property claims, require us to chamyr technology, change our business
practices, pay monetary damages or enter into-shiolbng-term royalty or licensing agreements.

Any adverse determination related to intellectualerty claims or other litigation could preventfr@m offering our services to others,
could be material to our financial condition orledl®ws, or both, or could otherwise adversely eiffeur operating results. In addition,
depending on the nature and timing of any suchudiis@n unfavorable resolution of a legal mattedd¢omaterially affect our future results of
operations or cash flows or both of a particulaartgr.

In addition, our exposure to risks associated wéttious claims, including the use of intellectuadggerty, may be increased as a result of
acquisitions of other companies. For example, wg haae a lower level of visibility into the developnt process with respect to intellectual
property or the care taken to safeguard againgshgegment risks with respect to the acquired corppartechnology. In addition, third parties
may make infringement and similar or related claafisr we have acquired technology that had non lasserted prior to our acquisition.

Any failure to protect our intellectual property ghts could impair our ability to protect our propetary technology and our brand.

If we fail to protect our intellectual property hits adequately, our competitors may gain accesarttechnology, and our business may
be harmed. In addition, defending our intellecfu@perty rights may entail significant expense. Afiypur patents, trademarks or other
intellectual property rights may be challenged tyeos or invalidated through administrative proaasttigation. While we have some U.S.
patents and many U.S. and international patenicgtigins pending, we may be unable to obtain pgtestection for the technology covered in
our patent applications or the patent protectioy n@t be obtained quickly enough to meet our bissimeeds. In addition, our existing patents
and any patents issued in the future may not peouggwith competitive advantages, or may be suftdgsshallenged by third parties.
Furthermore, legal standards relating to the vigiiginforceability and scope of protection of ifeetual property rights are uncertain, and we
also may face proposals to change the scope dqtran for some intellectual property rights in thés. Effective patent, trademark, copyright
and trade secret protection may not be availables o every country in which our services are labdeé. The laws of some foreign countries
may not be as protective of intellectual propeigyts as those in the U.S., and mechanisms foregricent of intellectual property rights may
be inadequate. Also, our involvement in standattingeactivity or the need to obtain licenses frothers may require us to license our
intellectual property. Accordingly, despite ourcets, we may be unable to prevent third partiesfesing our intellectual property.

We may be required to spend significant resour@esanitor and protect our intellectual propertyhtgjand we may conclude that in at
least some instances the benefits of protectingmeliectual property rights may be outweighedtiy expense. We may initiate claims or
litigation against third parties for infringemerftaur proprietary rights or to establish the validif our proprietary rights. Any litigation,
whether or not it is resolved in our favor, cowddult in significant expense to us and divert tifi@rts of our technical and management
personnel.

66




Table of Contents

Our continued success depends on our ability to ntain and enhance our brands.

We believe that the brand identities we have deealdhave significantly contributed to the succéssuo business. Maintaining and
enhancing the Salesforce brand and our other bianedsritical to expanding our base of customeagners and employees. Our brand stre
will depend largely on our ability to remain a taclogy leader and continue to provide high-qualtityovative products, services, and features
In order to maintain and enhance our brands, welmeagquired to make substantial investments tlagt later prove to be unsuccessful. If we
fail to maintain and enhance our brands, or if m@ii excessive expenses in our efforts to do sobasiness, operating results and financial
condition may be materially and adversely affected.

We may lose key members of our management teanewebpment and operations personnel, and may behl@do attract and retain
employees we need to support our operations anawijno

Our success depends substantially upon the coutiservices of our executive officers and other ikeymnbers of management,
particularly our Chief Executive Officer. From tinetime, there may be changes in our executiveag@ment team resulting from the hiring
or departure of executives. Such changes in ouwrgixe management team may be disruptive to ounbss. We are also substantially
dependent on the continued service of our existanglopment and operations personnel because obthplexity of our services and
technologies. We do not have employment agreemmégtitsany of our executive officers, key managemeetelopment or operations
personnel and they could terminate their employmétht us at any time. The loss of one or more afl@y employees or groups could
seriously harm our business.

In the technology industry, there is substantial aantinuous competition for engineers with higiels of experience in designing,
developing and managing software and Internetedlaervices, as well as competition for sales d¢ramiand operations personnel. We may
not be successful in attracting and retaining djedlipersonnel. We have from time to time expermeh@nd we expect to continue to
experience, difficulty in hiring and retaining higtskilled employees with appropriate qualificatsoiif we fail to attract new personnel or fai
retain and motivate our current personnel, ourimss and future growth prospects could be sevhegiyped.

Any failure in our delivery of highguality technical support services may adverselfeaf our relationships with our customers and ¢
financial results.

Our customers depend on our support organizatioestolve technical issues relating to our appliceti We may be unable to respond
quickly enough to accommodate short-term increasesstomer demand for support services. Increagstbmer demand for these services,
without corresponding revenues, could increasesasd adversely affect our operating results. titeoh, our sales process is highly
dependent on our applications and business repatatid on positive recommendations from our exgstinstomers. Any failure to maintain
high-quality technical support, or a market perimpthat we do not maintain high-quality suppoduid adversely affect our reputation, our
ability to sell our enterprise cloud computing simns to existing and prospective customers, amdusiness, operating results and financial
position.

Periodic changes to our sales organization can ligrdptive and may reduce our rate of growth.

We periodically change and make adjustments tesal@s organization in response to market opporésnitompetitive threats,
management changes, product introductions or eehnagnts, acquisitions, sales performance, incréasedes headcount, cost levels and ¢
internal and external considerations. Any suchrfusales organization changes may result in a teanpeeduction of productivity, which
could negatively affect our rate of growth. In addi, any significant change to the way we struetomr compensation of our sales organiz:
may be disruptive and may affect our revenue growth

Unanticipated changes in our effective tax rate aadditional tax liabilities may impact our operatinresults

We are subject to income taxes in the United Statelsvarious jurisdictions outside of the Unitedt&s¢. Our effective tax rate could
fluctuate due to changes in the mix of earningslasses in countries with differing statutory taxes. Our tax expense could also be impacte
by changes in non-deductible expenses, changes@s® tax benefits related to exercises and vesfiatpck-based expense, changes in the
valuation of deferred tax assets and liabilitied aar ability to utilize them and the applicabiliy withholding taxes.

We are subject to tax examinations in multiplegdigtions. While we regularly evaluate new inforimatthat may change our judgment
resulting in recognition, derecognition or changeneasurement of a tax position taken, there carolesssurance that the final determinatic
any examinations will not have an adverse effeawnoperating results and financial position.

Our tax provision could also be impacted by chanigésderal, state or international tax laws in@hgdfundamental tax law changes
applicable to corporate multinationals currentlynigeconsidered by many countries including the &bhiBtates as well as several European
countries.

Additionally, we may be subject to additional tadilities due to changes in non-income taxes teggufrom changes in federal, state or
international tax laws, changes in taxing jurisdies’ administrative interpretations, decisionsjges, and positions, results of tax
examinations, settlements or judicial decisiongngfes in accounting principles, changes to the
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business operations, including acquisitions, as agethe evaluation of new information that resirta change to a tax position taken in a priol
period.

Our debt service obligations and operating leasentoitments may adversely affect our financial coridit and cash flows from
operations.

We have a high level of debt, including our 0.25&hi8r Notes due April 1, 2018 and capital leasaragements. Additionally, we have
significant contractual commitments in operatingske arrangements, which are not reflected on oudessed consolidated balance sheets. In
addition, we have a financing obligation for a k$acility of which we are deemed the owner faraamting purposes. Our maintenance of
this indebtedness could:

» impair our ability to obtain additional finangjrin the future for working capital, capital expéodes, acquisitions, general
corporate or other purposes;

e cause us to dedicate a substantial portion o€ash flows from operations towards debt servidegations and principal
repayments;

* make us more vulnerable to downturns in our businesr industry or the economy in general;

» due to limitations within the revolving credit féty covenants, restrict our ability to incur addital indebtedness, grant lie
merge or consolidate, dispose of assets, maketineess, make acquisitions, enter into transactiatts affiliates, pay
dividends or make distributions, repurchase stoxkenter into restrictive agreements, as defingdércredit agreement.

Our ability to meet our expenses and debt obligatiwill depend on our future performance, whicH b affected by financial, busine
economic, regulatory and other factors. We will betable to control many of these factors, suagkcasomic conditions and governmental
regulations. Further, our operations may not geaesafficient cash to enable us to service our.délte fail to make a payment on our debt,
we could be in default on such debt. If we arengttame unable to generate sufficient cash flowsfroperations to service our indebtedness
when payment is due, we may be required to attéon@negotiate the terms of the instruments rejaiinthe indebtedness, seek to refinanc
or a portion of the indebtedness or obtain addiidinancing. There can be no assurance that wédndammiable to successfully renegotiate sucl
terms, that any such refinancing would be possibliat any additional financing could be obtaimederms that are favorable or acceptab
us.

A failure to comply with the covenants and othesyisions of our outstanding debt could result isrée of default under such
instruments, which could permit acceleration ofoélbur notes and borrowings under our revolvirgddrfacility. Any required repayment of
our notes or revolving credit facility as a resafla fundamental change or other acceleration wimn@r our current cash on hand such tha
would not have those funds available for use inbusiness.

Weakened global economic conditions may adverséfgch our industry, business and results of opemts.

Our overall performance depends in part on worléwdonomic conditions. The United States and dtgiinternational economies
have experienced cyclical downturns from time moetin which economic activity was impacted by fajlidemand for a variety of goods and
services, restricted credit, poor liquidity, reddi@®rporate profitability, volatility in credit, @ity and foreign exchange markets, bankruptcies
and overall uncertainty with respect to the econohiese conditions affect the rate of informatiechinology spending and could adversely
affect our customers’ ability or willingness to pbase our enterprise cloud computing servicesydelaspective customers’ purchasing
decisions, reduce the value or duration of thdbsstiption contracts, or affect attrition rates,odiwhich could adversely affect our operating
results.

Natural disasters and other events beyond our cohttould materially adversely affect us.

Natural disasters or other catastrophic eventsecaage damage or disruption to our operations,natemal commerce and the global
economy, and thus could have a strong negativeteffeus. Our business operations are subjectaoription by natural disasters, fire, power
shortages, pandemics and other events beyond otrotdlthough we maintain crisis management aisdster response plans, such events
could make it difficult or impossible for us to dedr our services to our customers, and could dserelemand for our services. The majority o
our research and development activities, corpdrasglquarters, information technology systems, &éinek @ritical business operations, are
located near major seismic faults in the San FeamocBay Area. Because we do not carry earthquakeance for direct quake-related losses,
with the exception of the building that we own ianS-rancisco, and significant recovery time cowdddnuired to resume operations, our
financial condition and operating results couldeerially adversely affected in the event of aoneprthquake or catastrophic event.
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Risks Relating to Our Convertible Senior Notes and@ur Common Stock
The market price of our common stock is likely te bolatile and could subject us to litigation.

The trading prices of the securities of technologgpanies have been highly volatile. Accordinghg market price of our notes and
common stock has been and is likely to continugetsubject to wide fluctuations. Factors affectimg market price of our notes and common
stock include:

» variations in our operating results, earningsgt@re, cash flows from operating activities, defé revenue and other
financial metrics and non-financial metrics, anavitbose results compare to analyst expectations;

» forwardiooking guidance to industry and financial analystated to future revenue and earnings per <

» changes in the estimates of our operating resulthanges in recommendations by securities stsalyat elect to follow our
common stock;

» announcements of technological innovations, sewices or service enhancements, strategic ai&aocsignificant
agreements by us or by our competitors;

e announcements by us or by our competitors of msrgeother strategic acquisitions, or rumors ohsiansactions involvin
us or our competitors;

» announcements of customer additions and custonneetiations or delays in customer purche
» recruitment or departure of key person

» disruptions in our service due to computer hardwsoéiware, network or data center proble

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

 trading activity by a limited number of stocktlets who together beneficially own a significanttipm of our outstanding
common stock;

» the issuance of shares of common stock by ustheh in connection with an acquisition, a capigdding transaction or upon
conversion of some or all of our outstanding cotilslr senior notes; and

» issuance of debt or other convertible secur

In addition, if the market for technology stockstloee stock market in general experiences unevesstov confidence, the market price of
our notes and common stock could decline for remsomnelated to our business, operating resultmanéial condition. The market price of ¢
notes and common stock might also decline in readt events that affect other companies withimuiside, our industry even if these events
do not directly affect us. Some companies that leyperienced volatility in the trading price of iths&tock have been the subject of securities
class action litigation. If we are the subject ofls litigation, it could result in substantial cosind a diversion of management’s attention and
resources.

We may issue additional shares of our common stocknstruments convertible into shares of our commestock, including in
connection with the conversion of the notes, an@taby materially and adversely affect the markeicprof our common stock and the
trading price of the notes.

We are not restricted from issuing additional sharfeour common stock or other instruments conblerinto, or exchangeable or
exercisable for, shares of our common stock dutiedife of the notes. If we issue additional seasEour common stock or instruments
convertible into shares of our common stock, it materially and adversely affect the market priteww common stock and, in turn, the
trading price of the notes. In addition, the cosi@r of some or all of the notes may dilute the ership interests of existing holders of our
common stock, and any sales in the public markanhgfshares of our common stock issuable upon sueversion of the notes could
adversely affect the prevailing market price of common stock. In addition, the potential convergibthe notes could depress the market
price of our common stock.

We may not have the ability to raise the funds nes&ry to pay the amount of cash due upon conversibthe notes or the
fundamental change purchase price due when a holdabmits its notes for purchase upon the occurrersfea fundamental change

Upon the occurrence of a fundamental change, holofethe notes may require us to purchase, for,@lsbr a portion of their notes. In
addition, if a holder converts its notes, we wihgrally pay such holder an amount of cash befelieating to such holder any shares of our
common stock.
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There can be no assurance that we will have seiffidinancial resources, or will be able to arrafigencing, to pay the fundamental
change purchase price if holders submit their nfatepurchase by us upon the occurrence of a fuedéahchange or to pay the amount of «
due if holders surrender their notes for converdsioraddition, agreements governing any future deddy restrict our ability to make each of
required cash payments even if we have sufficiemti$ to make them. Furthermore, our ability to pase the notes or to pay cash upon the
conversion of the notes may be limited by law gutatory authority. If we fail to purchase the rte pay interest due on, or to pay the
amount of cash due upon conversion, we will begfadlt under the indenture, which in turn may resuthe acceleration of other indebtedr
we may then have. If the repayment of the otheeliteldness were to be accelerated, we may not béficent funds to repay that
indebtedness and to purchase the notes or to pantlbunt of cash due upon conversion. Our inalidifyay for the notes that are tendered fol
purchase or upon conversion could result in notddns receiving substantially less than the priakgmount of the notes, which could harm
our reputation, financing opportunities and ouribess.

The fundamental change provisions may delay or pratzan otherwise beneficial takeover attempt of us.

The fundamental change purchase rights will allaldérs of the notes to require us to purchaseralportion of their notes upon the
occurrence of a fundamental change. The provigiegsiring an increase to the conversion rate foveesions in connection with a make-
whole fundamental change may, in certain circuntgandelay or prevent a takeover of us and the vahod incumbent management that
might otherwise be beneficial to investors.

The convertible note hedges and warrant transacsanay affect the trading price of the notes and tharket price of our common
stock.

We entered into privately negotiated convertibleerftedge transactions with certain hedge countiéeparoncurrently with the pricing of
the notes. We also entered into privately negatiatarrant transactions with the hedge countergariiaken together, the convertible note
hedge transactions and the warrant transactionsxaected, but not guaranteed, to reduce the pakteéiiution with respect to our common
stock upon conversion of the notes. If, howeves,gtice of our common stock, as measured undeethes of the warrant transactions,
exceeds the exercise price of the warrant trarmagtthe warrant transactions will have a dilug¥fect on our earnings per share to the extent
that the price of our common stock as measuredruhdevarrant transactions exceeds the strike prfitke warrant transactions.

The hedge counterparties and their respectiveaaéf periodically modify their hedge positionsnirime to time following the pricing
the notes (and are particularly likely to do soinigiany observation period relating to a conversibthe notes) by entering into or unwinding
various over-the-counter derivative transactionth ngspect to our common stock, or by purchasinggting shares of our common stock or
the notes in privately negotiated transactionspgmomarket transactions. The effect, if any, of¢gheansactions and activities on the market
price of our common stock or the trading pricehaf hotes will depend in part on market conditiond @annot be ascertained at this time. Any
of these activities, however, could adversely affee market price of our common stock and theitigagrice of the notes.

We do not make any representation or predicticio &ise direction or magnitude of any potential effinat the transactions described
above may have on the price of the notes or ounoamstock. In addition, we do not make any repriegiem that the counterparties to those
transactions will engage in these transactionstiviies or that these transactions and activitiese commenced, will not be discontinued
without notice; the counterparties or their afft¢ia may choose to engage in, or discontinue engagjmny of these transactions or activities
with or without notice at any time, and their démis will be in their sole discretion and not wittgur control.

We are subject to counterparty risk with respectie convertible note hedge transactions.

The hedge counterparties are financial institutionaffiliates of financial institutions, and wellde subject to the risk that these hedge
counterparties may default under the convertibke hedge transactions. Our exposure to the crielibf the hedge counterparties will not be
secured by any collateral. If one or more of thégeecounterparties to one or more of our convertilgte hedge transactions becomes subjec
to insolvency proceedings, we will become an unsstareditor in those proceedings with a claim étpaur exposure at the time under th
transactions. Our exposure will depend on manyfadiut, generally, the increase in our exposulebeicorrelated to the increase in our st
price and the volatility of our stock. In additiaipon a default by one of the hedge counterpasiesnay suffer adverse tax consequences an
dilution with respect to our common stock. We caovjle no assurances as to the financial stallityiability of any of the hedge
counterparties.

Provisions in our amended and restated certificatfieincorporation and bylaws and Delaware law migtliscourage, delay or prevent a
change of control of our company or changes in omanagement and, therefore, depress the market pateur common stock.

Our amended and restated certificate of incorpamadind bylaws contain provisions that could deptiessnarket price of our common
stock by acting to discourage, delay or prevertange in control of our company or changes in camagement that the stockholders of our
company may deem advantageous. These provisionsgaatiber things:

» permit the board of directors to establish the nends directors
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» provide that directors may only be removed ‘fause” and only with the approval of holders o268 percent of our
outstanding capital stock;

* require supemajority voting to amend some provisions in our aded and restated certificate of incorporation layldws

» authorize the issuance of “blank check” preféistock that our board could use to implement ekstolder rights plan (also
known as a “poison pill");

» prohibit the ability of our stockholders to callesjial meetings of stockholde

» prohibit stockholder action by written consemhich requires all stockholder actions to be tafea meeting of our
stockholders;

» provide that the board of directors is expresstharized to make, alter or repeal our bylaws;

» establish advance notice requirements for nominatior election to our board or for proposing nmattbat can be acted ug
by stockholders at annual stockholder meetings.

In addition, Section 203 of the Delaware Generap@mtion Law may discourage, delay or preventangke in control of our company.
Section 203 imposes certain restrictions on mefgeiness combinations and other transactions leatws and holders of 15 percent or more
of our common stock.

In addition, the fundamental change purchase righgdicable to the notes, which will allow note deis to require us to purchase all or ¢
portion of their notes upon the occurrence of alimental change, and the provisions requiring arease to the conversion rate for
conversions in connection with a make-whole fundataechange may in certain circumstances delayeregnmt a takeover of us and the
removal of incumbent management that might otherbis beneficial to investors.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

On April 1, 2015, the Company issued 24,144 shaf€ompany common stock in connection with the &itjon of a contextual
multifactor authentication company, in a privangaction exempt from the registration requiremefitee Securities Act pursuant to Section
4(a)(2) under Securities Act.

The following table sets forth the purchases ofGoenpanys securities by the Company and any affiliated fpasers within the meanit
of Rule 10b-18(a)(3) (17 CFR 240.10b-18(a)(3)) dgrthe first quarter of fiscal year 2016.

Total Number of

Shares Purchased as Approximate Dollar Value
Total Number of Part of of Shares that May Yet

) Shares Average Price Paid Publicly Announced Be Purchased Under the
Period Purchased (1) per Share (2) Plans or Programs Plans or Programs
February 1 to 28, 2015 0 $ 0 0 0
March 1 to 31, 2015 0 % 0 0 0
April 1 to 30, 2015 53,26: $ 4.62 0 0
Total 53,26: $ 4.62 0

() All of the shares purchased in April 2015 wegpurchased from former employees of RelatelQ, (ffiRelatelQ”) upon their termination of
employment with the Company. The shares were ailyimcquired by the employees upon early exemidelatelQ stock options and were
held subject to a right of repurchase in favorhef issuer until the satisfaction of certain vestieguirements. The RelatelQ shares resulting
from these early exercises were converted intoeshair Company common stock upon the Company’s aitigui of RelatelQ in August 2014
and were held subject to a right of repurchasewoif of the Company until the satisfaction of certeesting requirements.

(2) The price paid per share was the original apérercise price per share paid by the former BE)aémployees upon early exercise, as
adjusted pursuant to the terms the agreement bgtwthe Company acquired RelatelQ.
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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.

Index to Exhibits

Incorporated by Reference

Exhibit Provided
No. Exhibit Description Herewith Form SEC File No. Exhibit Filing Date
3.1 Amended and Restated Certificate of Incorporation o

salesforce.com, inc. 8-K 00132224 3.1 06/11/201:
3.2 Amended and Restated Bylaws of salesforce.com, inc. 8-K 00132224 3.2 06/11/201:
10.1 Services Agreement, dated March 31, 2015, between X

salesforce.com, inc. and Graham Smith

31.1 Certification of Chief Executive Officer pursuantExchange
Act Rule 13a-14(a) or 15(d)4(a), as adopted pursuant to Sec X
302 of the Sarbanes-Oxley Act of 2002

31.2 Certification of Chief Financial Officer pursuantExchange Act
Rule 13a-14(a) or 15(d)4(a), as adopted pursuant to Section X
of the Sarbanes-Oxley Act of 2002

32.1 Certification of Chief Executive Officer and Chigihancial
Officer pursuant to 18 U.S.C. Section 1350, as tstbpursuant X
to Section 906 of the Sarbanes-Oxley Act of 2002

101.INS XBRL Instance Document

101.SCH XBRL Taxonomy Extension Schema Document

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docutne
101.DEF XBRL Extension Definition

101.LAB XBRL Taxonomy Extension Label Linkbase Document

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim
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SIGNATURES

Pursuant to the requirements of Section 13 or 1&f(the Securities Exchange Act of 1934, the regigthas duly caused this report to be
signed on its behalf by the undersigned thereualp authorized.

Dated: May 22, 2015
salesforce.com, inc.

By: /s/ MARK J. HAWKINS
Mark J. Hawkins

Executive Vice President and
Chief Financial Officer
(Principal Financial Officer)

Dated: May 22, 2015
salesforce.com, inc.

By: /s/  JOE A LLANSON
Joe Allanson

Senior Vice President, Chief Accounting Officer
and Corporate Controller
(Principal Accounting Officer)
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Exhibit 10.1
SERVICES AGREEMENT

This Services Agreement (“Agreement”) is made by between Graham Smith (“Executive”) and salesfoams, inc. (the
“Company”) (collectively referred to as the “Pasti®r individually referred to as a “Party”).

RECITALS

WHEREAS, Executive had entered into a Transitiorvises Agreement with the Company dated Februan2@T4 (the “Transition
Services Agreement”) relating to Executive’s tréinsi services until his expected retirement datdanch 31, 2015;

WHEREAS, Executive and Company both wish Executiveemain employed by the Company until such tismenatually agreed
between Executive and the Chief Executive Offidehe Company (the “CEQ”);

NOW, THEREFORE, in consideration of the mutual pises made herein, the Company and Executive hergt®e as follows:
COVENANTS

1. Position and DutiesExecutive will not retire from his employment twihe Company on March 31, 2015. Inst
Executive will remain employed with the Company aas of the Effective Date, will serve as Executitiee President of the
Company. As Executive Vice President, Executivé &gt as an advisor to the CEO on projects asheilteasonably assigned to him
by the CEO, including but not limited to work onhiaéf of the Company on matters relating to the §akee Foundation and
Salesforce.org. Executive agrees to provide suchices to the Company in good faith, to the bedtisfability and in the best intere
of the Company. The period of Executive’s employmerder this Agreement is referred to herein asEmeployment Term.”

2. Compensation

a. Base SalaryDuring the Employment Term, Executive shall coné to receive his base salary at the
same rate that he was receiving his salary immalgliatior to the Effective Date.

b. Bonuses

i. Fiscal 2016 BonusSubject to Executive’s continued employment tigiothe relevant payment
dates, Executive will be entitled to receive 100Bhis total target bonus opportunity for the 20884l year (ending January 31, 20
under the Kokua Bonus Plan, which target bonusemjilal 100% of Executive’s base salary (the “Fi2€dl6 Bonus”with (1) 25% o
his target bonus opportunity for the 2016 fiscadryeaid on September 30, 2015, or such time dwahendar year 2015 as the
Company makes its first fiscal 2016 bonus instafitppryment to all of its similarly situated emplegeunder the same bonus progi
and(2) the remaining 75% of his target bonus ojpidty for the 2016 fiscal year paid in calendaaly2017 at the same time as the
Company makes its second fiscal 2016 bonus instalipayment to all of its similarly situated emp@eyg under the same bonus
program. In each case, such bonus payments wilaltbto Executive regardless of Executive’s or Canys performance.
Alternatively, and notwithstanding any terms of @@mpany’s bonus program to the contrary, if Exieels employment terminates
for any reason prior to the date that any Fiscab2Bonus payment otherwise would have been duae¢cuEive pursuant to this
Section 2.b.i, then Executive will be entitled ézeive a pro-rated Fiscal 2016 Bonus, with suckration calculated based on the
number of days Executive remained employed duhiegdompany’s fiscal 2016 year and reduced for amtign of the Fiscal 2016
Bonus already paid to Executive. Subject to angyletquired by Section 4, any such pro-rated behali be made to Executive, less
any applicable withholding, within 10 calendar déylfowing Executive’s termination of employmentppided, however, that if the
date of such termination occurs on or after Novanibef a calendar year, any bonus amount payaldennection with such
termination under this paragraph will be paid irears on the first payroll date to occur duringithenediately following calendar
year. Except as provided herein, Executive’'s bdaufiscal 2016 will be governed by the terms andditions of the Kokua Bonus
Plan.




ii. Future BonusesFor periods after fiscal 2016, during the EmpleyntnTerm, Executive shall be
eligible to participate in the bonus program thea#able to similarly-situated executives on suetmts and conditions as determined
by the Company.

C. Benefits. During the Employment Term, Executive shall coué to be eligible to participate in then-
available Company benefit programs at the same &s/be would have been eligible to participatsunh programs as of immediat
prior to the Effective Date, subject to the termd aonditions, including eligibility requirementsf, such programs. The Company
reserves the right to cancel or change the beplefits and programs it offers to its employees witiame.

d. Equity. During the Employment Term, Executive will conténto vest in Executive’s outstanding
Company stock options and restricted stock unitrdsvan accordance with their terms.

3. Impact on Other Arrangements

a. Executive understands and agrees that this Agneewill supersede and replace the TransitioniSesv
Agreement in its entirety, and that, as of the &ffe Date, the Transition Services Agreement ballof no force and effect and
Executive will no longer be entitled to receive ampsideration or benefits thereunder (other thith K@spect to amounts and benefits
already earned). Executive further understandsagnekes that Executive’s employment during the Egnpknt Term shall continue to
be “at-will,” meaning the Company and Executive lao¢h free to terminate Executive’s employment witiwithout cause or notice.
In addition, Executive understands and agreesettept as expressly provided for in this AgreemErgcutive shall not be entitled
any other consideration or separation benefitdudieg, but not limited to, any severance paymeeqsiity benefits, or other severai
benefits provided for in the offer letter betweereEutive and the Company on August 8, 2007 (thdeiQfetter”), other than accrued
but unpaid salary and bonus amounts and vesteditsene

b. Notwithstanding anything in this Agreement te ttontrary, if, during the Employment Term, the
Company completes a “Change of Control” (as defindtie Change of Control and Retention Agreemehwben the Company and
Executive dated as of December 22, 2008 (the “Rieter\greement”)) Executive shall remain eligible to receive all biéseunder hi
Retention Agreement in accordance with its termadpiding but not limited to pursuant to Sectiorh8reof; provided, however, that
solely in the event Executive’s employment termesdbr any reason prior to the date that any FB@a6 Bonus payment otherwise
would have been due to Executive, any such termimaelated Fiscal 2016 Bonus payments provideceutids Agreement will
reduce the likddnd payments provided under the Retention Agregnieany. For purposes of clarity, and notwithstang anything it
the Retention Agreement to the contrary, if no @eaof Control occurs prior to Executive’s termioatiof employment with the
Company, the Retention Agreement will, as of thie @d such termination, be of no further force afféct, except with respect to
Section 4 (“Golden Parachute Excise Tax Best R&3uif the Retention Agreement, which Section 4lsteanain in full force and
effect, and Executive will not be entitled to raeeany severance benefits, equity benefits or dibeefits thereunder. For purposes o
clarity, Section 4 of the Retention Agreement aggpto payments under this Agreement.

4. Tax Consequences

a. General The Company makes no representations or warsanwitd respect to the tax consequences of the
payments provided to Executive or made on his hetmaler the terms of this Agreement. Executive agi@nd understands that he is
responsible for payment, if any, of personal lopaksonal state, and/or personal federal taxekepdyments and any other consideration
provided hereunder by the Company and any penaltiassessments thereon. Executive further agneedeémnify and hold the Company
harmless from any claims, demands, deficienciasalies, interest, assessments, executions, judgpmrecoveries by any government
agency against the Company for any amounts claomecbn account of (a) Executive’s failure to pajsecutive’s delayed payment of
Executive’s personal federal or personal statealltaxes, or (b) damages sustained by the Compangason of any claims, specifically set
forth in (&) above, including attorneys’ fees andts.

b. Notwithstanding anything in this Agreement te ttontrary, no severance payments or benefitbtwmime
payable under this Agreement will be paid to Exiveutintil he has a “separation from servigathin the meaning of Section 409A of the Ci
and the final treasury regulations (the “Treasueg®ations”)and official guidance thereunder (collectively eaeh may be amended from ti
to time, “Section 409A"). References to Executiviggnination of employment or similar terms areeided to refer to Executive’s separation
from service within the meaning of Section 409AeTRarties agree that they expect and intend ttek tiines during the Employment Term
Executive’s duties shall constitute more than twepercent (20%) of the services provided by Exeeuto the Company, on average, during
the 36 months of employment immediately precediegHffective Date. Each payment and benefit payahdker this Agreement is intended to




constitute a separate payment for purposes of ting&¥egulation Section 1.409A-2(b)(2)(ii)). Paymennder this Agreement are intended to
comply with the requirements of Section 409A sd tiane of the severance payments and benefits podweded hereunder will be subject to
any additional tax imposed under Section 409A, amdambiguities or ambiguous terms herein willideripreted to so comply or to otherwise
be exempt from Section 409A. Notwithstanding amyghtio the contrary in this Agreement, if Executiz@ “specified employee” within the
meaning of Section 409A at the time of Executive@paration from service, then any severance pagnoerseparation benefits to the extent
that the same constitute deferred compensationr Bettion 409A, otherwise due to Executive on dhirithe six (6) month period following
Executive’s separation from service (whether urdisr Agreement or otherwise) will accrue duringtssix (6) month period and will become
payable in a lump sum payment on the date six (#)ths and one (1) day following the date of Exe@isi separation from service. All
subsequent payments, if any, will be payable imatance with the payment schedule applicable th pagment or benefit. Notwithstanding
anything herein to the contrary, if Executive di@fowing his separation from service but priortie six (6) month anniversary of his date of
separation from service, then any payments delayadcordance with this section shall be payabkelitmp sum as soon as administratively
practicable after the date of Executive’s deathahdther payments and benefits shall be payabéecordance with the payment schedule
applicable to each payment or benefit. The Com@entyExecutive agree to work together in good faitbonsider amendments to this
Agreement and to take such reasonable actions valnéchecessary, appropriate or desirable to augdsition of any additional tax or income
recognition prior to actual payment to Employeeam8ection 409A. In no event will the Company reimse Executive for any tax obligations
arising under Section 409A.

5. Trade Secrets and Confidential Information/Comyparoperty. Executive reaffirms and agrees to observe and
abide by the terms of his Employee Inventions amgbifetary Rights Assignment Agreement (the “Coafitality Agreement”)
(except as provided herein), specifically includihg provisions therein regarding nondisclosurthefCompany’s trade secrets and
confidential and proprietary information. Executavgrees that upon the date of his termination gileyment, he will return all
documents and other items provided to ExecutivehbyCompany, developed or obtained by Executivaimection with his
employment with the Company, or otherwise belongmthe Company.

6. ARBITRATION . THE PARTIES AGREE THAT ANY AND ALL DISPUTES ARING OUT OF THE TERMS
OF THIS AGREEMENT, AND THEIR INTERPRETATION, SHALBE SUBJECT TO ARBITRATION IN THE CITY AND
COUNTY OF SAN FRANCISCO, BEFORE JUDICIAL ARBITRATIR & MEDIATION SERVICES (*JAMS”"), PURSUANT TO
ITS EMPLOYMENT ARBITRATION RULES & PROCEDURES (*JAM RULES”). THE ARBITRATOR MAY GRANT
INJUNCTIONS AND OTHER RELIEF IN SUCH DISPUTES. THERBITRATOR SHALL ADMINISTER AND CONDUCT ANY
ARBITRATION IN ACCORDANCE WITH CALIFORNIA LAW, INCLUDING THE CALIFORNIA CODE OF CIVIL
PROCEDURE, AND THE ARBITRATOR SHALL APPLY SUBSTANVEE AND PROCEDURAL CALIFORNIA LAW TO ANY
DISPUTE OR CLAIM, WITHOUT REFERENCE TO ANY CONFLIGDF-LAW PROVISIONS OF ANY JURISDICTION. TO
THE EXTENT THAT THE JAMS RULES CONFLICT WITH CALIFBNIA LAW, CALIFORNIA LAW SHALL TAKE
PRECEDENCE. THE DECISION OF THE ARBITRATOR SHALL BHNAL, CONCLUSIVE, AND BINDING ON THE PARTIE!
TO THE ARBITRATION. THE PARTIES AGREE THAT THE PREMLING PARTY IN ANY ARBITRATION SHALL BE
ENTITLED TO INJUNCTIVE RELIEF IN ANY COURT OF COMPEENT JURISDICTION TO ENFORCE THE ARBITRATION
AWARD. THE PARTIES TO THE ARBITRATION SHALL EACH PX AN EQUAL SHARE OF THE COSTS AND EXPENSES
OF SUCH ARBITRATION, AND EACH PARTY SHALL SEPARATEY PAY FOR ITS RESPECTIVE COUNSEL FEES AND
EXPENSES; PROVIDED, HOWEVER, THAT THE ARBITRATOR 3L AWARD ATTORNEYS’ FEES AND COSTS TO THE
PREVAILING PARTY, EXCEPT AS PROHIBITED BY LAW. THPARTIES HEREBY AGREE TO WAIVE THEIR RIGHT TO
HAVE ANY DISPUTE BETWEEN THEM RESOLVED IN A COURT BLAW BY A JUDGE OR JURY. NOTWITHSTANDING
THE FOREGOING, THIS SECTION WILL NOT PREVENT EITHERARTY FROM SEEKING INJUNCTIVE RELIEF (OR ANY
OTHER PROVISIONAL REMEDY) FROM ANY COURT HAVING JUFSDICTION OVER THE PARTIES AND THE SUBJECT
MATTER OF THEIR DISPUTE RELATING TO THIS AGREEMENAND THE AGREEMENTS INCORPORATED HEREIN BY
REFERENCE. SHOULD ANY PART OF THE ARBITRATION AGREBEENT CONTAINED IN THIS PARAGRAPH CONFLICT
WITH ANY OTHER ARBITRATION AGREEMENT BETWEEN THE PRTIES, THE PARTIES AGREE THAT THIS
ARBITRATION AGREEMENT SHALL GOVERN.

7. Authority. The Company represents and warrants that thersigded has the authority to act on behalf of the
Company and to bind the Company and all who maynclarough it to the terms and conditions of thigréement. Executive
represents and warrants that he has the capadat tin his own behalf and on behalf of all whomigjaim through him to bind the
to the terms and conditions of this Agreement. ERatty warrants and




represents that there are no liens or claims ofdieassignments in law or equity or otherwiserodigainst any of the claims or causes
of action released herein.

8. No RepresentationgExecutive represents that he has had an opptyrtonconsult with an attorney, and has
carefully read and understands the scope and @ffélae provisions of this Agreement. Executive hatrelied upon any
representations or statements made by the Compahwgre not specifically set forth in this Agreemen

9. Severability. In the event that any provision or any portiorany provision hereof or any surviving agreement
made a part hereof becomes or is declared by &4 cboompetent jurisdiction or arbitrator to bedhl, unenforceable, or void, this
Agreement shall continue in full force and effedthout said provision or portion of provision.

10. Entire AgreementThis Agreement represents the entire agreemehtiagierstanding between the Company an
Executive concerning the subject matter of thise®gnent and Executive’s employment with the Compard/the events leading
thereto and associated therewith, and supersede®places any and all prior agreements and urathelistys concerning the subject
matter of this Agreement and Executive’s relatigpstith the Company, with the exception of the Gdehtiality Agreement, the
equity plans and equity agreements under which likexs Company equity awards are granted, andRétention Agreement, in
each case as modified herein. For the sake ofyl&rkecutive specifically acknowledges that thée®t etter's provisions with respe
to receipt of any severance payments or benefitsarevent of his termination without cause or pilige are expressly superseded by
this Agreement and that the Executive shall receiveompensation or consideration of any sort uttieOffer Letter, and that the
Transition Services Agreement is superseded inExkecutive further acknowledges that if no Chaofg€ontrol occurs prior to the
date Executive’s employment with the Company teatds, the Retention Agreement will, as of the déich termination, be of no
further force and effect, except with respect tot®a 4 (“Golden Parachute Excise Tax Best Resutithe Retention Agreement,
which Section 4 shall remain in full force and effeand Executive will not be entitled to receive deverance benefits, equity
benefits or other benefits thereunder.

11. No Oral Maodification This Agreement may only be amended in a writigged by Executive and the
Company’s Chief Legal Officer.

12. Governing Law This Agreement shall be governed by the law$ef3tate of California, without regard for
choice-of-law provisions. Executive consents taspaal and exclusive jurisdiction and venue in tteeSof California.

13. Effective Date This Agreement will become effective on the dateas been signed by both Parties (the
“Effective Date”).

14. CounterpartsThis Agreement may be executed in counterpadsarfacsimile, and each counterpart and
facsimile shall have the same force and effechasriginal and shall constitute an effective, bimglagreement on the part of each of
the undersigned.

15. Legal FeesThe Company shall pay, or reimburse ExecutiveEaecutive’s legal counsel’s reasonable fees in
connection with the negotiation of this Agreememtvided, however, that Executive agrees to subppropriate documentation to
the Company reflecting such fees within forty-fiéd) days following the date of this Agreement.

16. Voluntary Execution of AgreemeniExecutive understands and agrees that he exettigetigreement
voluntarily, and without any duress or undue infloe on the part or behalf of the Company or anyltharty. Executive acknowledc
that: (a) he has read this Agreement; (b) he has bepresented in the preparation, negotiationeapdution of this Agreement by
legal counsel of his own choice or has electedmottain legal counsel; (c) he understands thresend consequences of this
Agreement; and (d) he is fully aware of the legal hinding effect of this Agreement.




IN WITNESS WHEREOF, the Parties have executedAlgieement on the respective dates set forth below.

GRAHAM SMITH, an individual

Dated: March 31, 2015 _ /s/ Graham Smith
Graham Smith

SALESFORCE.COM, INC.

Dated: March 31, 2015 By /s/ Burke Norton
Burke Norton
Chief Legal Officer



Exhibit 31.1

CERTIFICATION

I, Marc Benioff, certify that:

1.
2.

| have reviewed this report on Form QGsf salesforce.com, in

Based on my knowledge, this report does notatomny untrue statement of a material fact ort@amstate a material fact necessary t
make the statements made, in light of the circuntgtsiunder which such statements were made, nigtadisg with respect to the
period covered by this report;

Based on my knowledge, the financial statemems other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amdtife periods presented in this report;

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%(nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procedorecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhubsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isihg prepared;

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

C) Evaluated the effectiveness of the registratigslosure controls and procedures and presentesi report our conclusions
about the effectiveness of the disclosure contintsprocedures, as of the end of the period cousyeldis report based on
such evaluation; and

d) Disclosed in this report any change in thegtgit's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter that haenadly affected, or is reasonably likely to maadly affect, the registrant's
internal control over financial reporting; and

The registrant's other certifying officer antilve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thdatanmnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weakres in the design or operation of internal cbotrer financial reporting
which are reasonably likely to adversely affectrdgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that innedyunanagement or other employees who have a s@niifiole in the
registrant's internal controls over financial repay.

May 22, 2015 /sl M ARC B ENIOFF
Marc Benioff

Chairman of the Board of Directors and
Chief Executive Officer



Exhibit 31.2
CERTIFICATION

I, Mark Hawkins, certify that:

1.
2.

| have reviewed this report on Form QQsf salesforce.com, in

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

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

The registrant's other certifying officer anaré responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag defined in Exchange Act
Rules 13a-15(f) and 15d-15(f)) for the registramd &ave:

a) Designed such disclosure controls and procsedarecaused such disclosure controls and procedaotee designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtibsidiaries, is made
known to us by others within those entities, pattidy during the period in which this report isifige prepared,;

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

C) Evaluated the effectiveness of the registratigslosure controls and procedures and presentusi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on
such evaluation; and

d) Disclosed in this report any change in thegignt's internal control over financial reportthgt occurred during the
registrant's most recent fiscal quarter that haenadly affected, or is reasonably likely to maadly affect, the registrant's
internal control over financial reporting; and

The registrant's other certifying officer anglalve disclosed, based on our most recent evatuatimternal control over financial
reporting, to the registrant's auditors and thataumnmittee of the registrant's board of direct@ispersons performing the equivalent
functions):

a) All significant deficiencies and material weakges in the design or operation of internal cboirer financial reporting
which are reasonably likely to adversely affectrbgistrant's ability to record, process, summaaizé report financial
information; and

b) Any fraud, whether or not material, that innedvmanagement or other employees who have a signiifiole in the
registrant's internal controls over financial rejay.

May 22, 2015 /sl MARK J. HAWKINS
Mark J. Hawkins

Executive Vice President and Chief Financial Office
(Principal Financial Officer)




Exhibit 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

Based on my knowledge, |, Marc Benioff, certifyrgwant to 18 U.S.C. Section 1350, as adopted potrsoSection 906 of the Sarbar@gley
Act of 2002, that the Quarterly Report of saleséotom, inc. on Form 10-Q for the period ended ARBil 2015 fully complies with the
requirements of Section 13(a) or 15(d) of the SéearExchange Act of 1934 and that informationtae@med in such Form 1Q-fairly presents
in all material respects, the financial conditiodaesults of operations of salesforce.com, inc.

May 22, 2015 /sl M ARC B ENIOFF
Marc Benioff

Chairman of the Board of Directors and
Chief Executive Officer

Based on my knowledge, I, Mark Hawkins, certifyrquant to 18 U.S.C. Section 1350, as adopted puoirso&ection 906 of the Sarbanes-

Oxley Act of 2002, that the Quarterly Report ofesdbrce.com, inc. on Form 10-Q for the period entledl 30, 2015 fully complies with the
requirements of Section 13(a) or 15(d) of the SdesrExchange Act of 1934 and that informationtedmed in such Form 1Q-fairly presents
in all material respects, the financial conditiowdaesults of operations of salesforce.com, inc.

May 22, 2015 /sl M ARK H AWKINS
Mark Hawkins

Executive Vice President and Chief Financial Office
(Principal Financial Officer)



