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PARTI

Special Note Regarding Forward-Looking Statements

i 1933, ax amended, 1934, as amended. management's
beliefs and assumptions and on information crrently available 10 our managemen. Al satemens othr than are “forward. -

In some cases, ™ “might,” “will.” “should,” “expect,” “plan,” “aicipate,”“project,” “beleve,” “stimate, " “predict,” “potential,” “inend” or “contine,” he negaive of erms Ik tese or
other n comnection These satemens are ony preditions. Al forvard-looking iatements incuded i his Annal Report on Form 10-K are based on

e date hereo. Actual evens
can be ffcted by inaccurat assunpions we might make o by known o unkmown isk,uncerainiics and ofhe fctors. We discuss manyofthese risks, uneriinics and other fuctorsintis Annual Repor on Form 10 in reate detail under the headin “lem 14-—Risk Facors.” e

Hem 1. Business.

Mission and Vision

Overview
wod i
environment. Similrly, companies srive o compe auract, develop, a peopl . wack and improve individual
and organzarional performance.
' Buil o cur our appications

&
ey include:
. Cavas. Learming management laform for K12 and higher education;

Bridge, Employee developmentand engagerment platform;

imed worllow and the

sive-loud, engaging and intuitve use experience designcd for frequent snd open nteactions, st

For e millons of students, eachers and rmployess who use our applications 1o achieve thei cducational and professional goul, we provide &
additional

. or S, b g Co They ala beneft




aunched in February 201

more than 70 counris

2018,2017 and

Our Plattorm

the ollowing key bt

We aunched ou first offering, Canvas,in February 2011 op v leveraged . which we
155 i ide 2017, A of Decerber 31, 201§ we had over 4000
For 2018, 2017 and 2016, our revenue was $209.5 millio, $161.0 milion and S112.6 mil Ay, representng 3 of 30% and 43% 1007% at ach of Decerber 31, 2018, 2017 and 2016, For
t Tosses wer, §43.5 milion, $43.1 )
- our - "

applicarins for fee download on both phones and abets,
. our

investment fo ourcustomers,

Tapid growh.

Native Cloud-based Software . Our lowd-tased delivery model enables customers 1o apidy deploy oue platfom o experience immediae benefi

Software updates ar implemented regulary and trasparcatly

. For Canvas and Brid

Our single-insance, ml

analyss,

or APL We.

. Open Plaorm our

platfor. C;

Our Growth Strategy
We are pursuin th following srtegies 0 g our busingss:

" 300 itegrtions

Grow our U.S. Customer Base . We believe tht the market for cloud-based leaing, asessment and performance applications remains underseved. K12 academic instittons have et  widely adopt leaming management systems, while higher cducation
it i

expand ourbase of U “Toward hat cnd,




we. ‘Video and Canas Assessment . We plan 0 furlher penette ou existing corporte
users of Bridge, W I We beleve

the United States and we intend to expand our diret and indieet sles force to further penetrte inernationsl markets. We apened our inermationsl

June 2014, and
. i markets that
For example, in February 2015,
altermatives In October 2016, we announced the launch of Canvas Inteactive Video, ous next-genertion eractive d oy 2017,
Sysem for h parncrin,
Our Systems
. our
b we
od we. drod for fr downlosd.
Canvas Learning Managemen Patform
“The Canvas Leaning Management Pltfor i an extendable, customizabe, ighly inegratd setof solutions designed to meet he teaching and larning needs of every K12 and higher e uding the Canas LS, C Canvas Nework,
Canvas Catalog, and Canvas Inteactive Video
Canvas LMS.
Camas L

Canvas LMS enabes instructors and lesmers o

communicate through amnouncements, messages and conferences;

. ereate, delivr and

a2 quizzes and asignments;
. perform outcomes-based assesments;

chouse, manage and change courses;

. arade assignments, sing SpeedGrader,and post rades nline;

aceessan ntgratedleaming objeet repository:




. set personalized academic gosls and track prformance;

. provide parental o adsisorscses o ssignmentssnd grades;

. wer eng [ A for warchousing.

Canvas Network

own cmployees o on-campus sudents. Some insiuions choose t pursue & massive open onine course (MOOC) format, and some choos to pursu  smalle anlin course format with more interaction. Instutions arcady usin C
extending thei reach and enhancing her bran

nvas can casly move courses onto Canvas Newwork,

Canvas Catalog

Canvas nteractive Video

ine video plaform designed o cnsble corporst, K12 and higher p Canvas or

anvas Iterctive Video is  next-generation o
I lined casy-

‘Canas Interctve Video ensbles insirctors and eaers (o

© manage andshar videos between educators, students o employecs



Cansas Assessment

educatorscan crete and deliver effctive benchmark exams with simple deploymen workflows,
experince

Canvas Asscssment ensbls sehols 0

With our simple,
Teveraging dat collected to guide instrction and ennce curricula school- or dsrict-vide. Our cusomers who also se Canvas LMS can iiegrate Canvas Assessment fo 3 semless user

sis;

Bridge

Bridge Leamn Brid Brdge Leam

business goals.
. Bridge Perform . An impaciul i in fecdback hused on targeed 111 conversations, providing daa that empoviers leadership to make
. Bridge Pracice . An on-demand assessment and video ' practicesolution, Bridge Practice L colsborative, per-o-pese assessment and »

competencies

Bridge enabls organizatons o

provide tmely feedback and development for mployees inside the 11 ool

. create, orgaize, group and assgn courses and training content;

deliverand

K compliane and regulatory requiements

. extend aining 1 esele channelsand other distribuion networks.




Technology and Standards

ogy sack,our asive-cloud, des
our servrs and our customers” riel informtion.

We host our Web Service, o AWS. We primaily use Amszon loud,or i Aws.

recoery services. e o in usage at the srver, daabase and file store level. Our applications run on virualized
IV AWS data center fciliis, which provide industy-standard best securty prastiees. A of December 31, 2015, we used domestic AWS daty cente fcilies in Orcgon and Virginia, and itemational fcilites in Ausrali, Canads, Germany, rclnd and
butnot limited Type 11, 1509001 and 15027001

{nstances in Tier 1l nd Ti
Singapore

We designed our platform

Javasnd Node web experence
We uiize the L our An Features and

functionaly.

Keeping pimary focus of our it sccurit and have adaped the AICPA SOC 2 set ofsecurity contls. We demonstrstc
Customers

As of December 31, 2015, we had ool d more than 70 counrcs, Canvas is sed by seven Ivy League schools and we have K12 customers in neary all states. The majorty of our seadernic

asan i

Sales and Marketing

Wesel

s extentinK1: e

We engage in 2 varity o traditional and online marketng activtes designed to provide sles lead generation and saes support and promae brand avareness, Our specifc markeing ativiies for lead genearon include advrtsing in trade publictions, digital advertsing,
Jisplay search, emall [

More thn 2, . Colorado



Customer Suceess

Although our . »

. Customer Success Management Excry customer has a Custome Success Mansgee who advocats fo the customer’s nesds and serves s first point of contct for and requests. They leam s vision and the role our

. K
o

he phone nd through onine udio and video confeencing

. Training Services. Also eriea  customer sccess s our customers”comfort Jvel it th features and funcionaliy of our software, We include standard raining with every implementation and offer additonal and custom taning for a e, Training crestes
We prform most
. Weofter " we
beleve his ncrases brand loyalty and ietime value.
. Support customers, which nclude OurTier

Partner Ecosystem and Integeation

From a technological perspective, we remain focused on implementing industy standards like IMS Global Leaming Consorum’s Leaming Tools Introperability. or LTI, enabling Canvas and Bridge 10 iniegrte with 4 broad spectrum of thirdpary soltons used by our

ot

e, through  ibrary of AP, i w
‘MeGran-HillEd Cengs EDU, Microsos, and Procior.

Research and Development

Our prod: needs and general industry rends to enhance o existing applications andidentify opportuniies

cthe to desgn, devel We have made, snd . significant




Culture and Employees

wehad 1219

Competiton

Openness. Tnstrcture i buit on apenness—ir's prt f who we re. Open dours, Open oflice, Open source. We have crated an open work environment without offces to
provide o our customers.

o relect the open

Ovenership. Everyone's an owner

have a clear el usif we  policy. " teir posion.

wansform our markets

Integrsy. Simply put,

Exeel

We do this by

Since our
employees,

We operate

FDecember 31,2015,

usabiliy and features;
prcing:
abiliy and upime;

Service and suppart for usrs and safl
Software inegrtion and tirdparty publisher parterships:
mabile capabilies:

s analytis; and

collboraton and engagement,



In addiion, many of our

Intellctual Property

nceds. schicve g

e secre, copyright, and tradermak |

Wearsthe

- s “open source”
likethe GNU Affro General Pubi

senerally feely accessbl,

“To promote our istantal portion of “GitHub” platform for o charge,under the ters of the GNU Affero General Public License, We aceept modifications of the source
code for Cs e for assgnment o » < i
W con) s 1 a1 e f o rpriiy ecnlgy s tr confdel nfornsion tough e o s sl conil, nlaing conttl o with e, cnreors cusomas nd s nd s e and
aws. Our polcy s 0 sign invention, rade secrts, works of authorship, developments and othr processs genrated by (hemmuurbelwfmdngleemglwvmeuemmmmmml
n oty In
addition rdemark,
Reglatory

The e
sty s ol
egula

s e ey ovmesi o g, oo, o e oo e Bt

o nvionment of sl s s cohin iy n he Ui Sutsad st The s i i osing s ad rglaons v g n s cvonmen
nclar For example, we 5 he

cometimes cannot b cerain which laws i T« nature of

& with respeet to such topics s data priv
and

o e il st o i, i e, bt Ui s
acy a . pricing, cred

ety

et e et

our

our pltf




Data Privacy and Securit Laws

o
Which we conduct ourbusiness)and potentially in oiher counties.
o recent years or PIL M i

take certa actons in respanse o a data breach,such as providing promp notfcation of the breach 1o affected indviduals and state ofcals or amending existing aws o expand compliance obligatons. Federal laws ase also under consideraton that may crete addiional compliance

E Mecting PI g such PII Frameworks. Tn y g

han the Privac s through * developed by the The GDPR e EU and cnalies of up 0 the greatr o 4% of worldwide umover and €20

million for volaions of data We b 1o comply with the GDPR. We post on our websit our privacy plices and practces concernin the processing, use and disclosue of PIL. Our publication of ur privacy policy and other
practices

Privacy Act, of FERPA, which P from a stdent's

s coment. s coPPA.
s,

1o customers and potential customers subjeted o such s,

Copyrights

US. and intermationl copyright and trademark aws protet the ights of third paties rom iningement of their works of uthorship. Ou cusiomers and users can generally use our platfor fo upload and present a wide ariety of conten. We maitain an active copyright

DAIC: usinss. s

Corporate Information

B o 700, Salt Lake City, UT $4121 and. The information
conined in, his Annusl Reporton Form 10-K.

We file electonically wih the Securiies and Exchange Commission our Annual Reports on Form 10-K, Quarerly Reports on Form 10-0, Curent Reparts on Form §:K and amendmens o those reports filed or fumished pursuant fo Section 13(s) or 15(0) ofthe Securiies
Exchange Act of 1934, s amended. We make availble on our website st wh instrctur.com,fre of charg, through 3 hyperink on ur websit, X o




tem 1A, Risk Factors.

v should careflly conside the following ris fators. in addiion

Yo i o the other informaion coniained i 1is eport on Form 10-K. inclcing the section of this repor ed “Management’s Discussion and Anaysis of Financial Condiion and Resulss of Operations” an our financial
Statements and rlated nots. f any o the events describd i the follovwing sk actos and the risks described elsewhere in thi report ccurs, our busines, operating results and fnancial condiion could be serously harmed. Th

his report on Form 10-K also contains forward-Jooking

X 017 and o Decemmber 31, 2015,
and, evenifwe do, x
. ucing lgal,
“These expenditres may not resalt i addidonal revenue orthe growthof our business. dectine over ing!

profiability. I we il

h. Our
. which

inched Canvas in February 2011 and launched Bridg in Fobruary 2015. Our lmited operting history malics our biiy 1o foresast ftur operaing resuls difiult and subjocts s o & number of nceriainies,inluding our abily o plan and model fuure grow
43% and 54% in 2015, 2017 and 201 i W

s
revenue grew 30%
we il forany

from other companies, acquiing and tining customers, birng integraing, raining and retining siled prsonnl, developing new applictions, detérmining oms for our applications, W chal »

"




derive, o d Jstantial majort of our s W applications. O growth today i primaily driven by new subscrition. Ou contracts
iypically ary i length between one and fve heir expiration of her intal subsrition periods. Our customers may elect o 1 fenew o may seck o renes for lowe subserption amounts o for shorer contrct
[ encwal rats may decline or Muctuate a5  resul of 3 number of fators, ncludin limited customer resoures,pricing changes, adoption and utlization of our applications and services by our cusiomers, cstomer stsfation with our leaming maragement plaform and
applicaions, the acqisiion of procurement ‘As our customer . renevals will b o
ourresals four.
business, we do o ot o fture revenue, As & el our nveston,
Which coukd harmnthe marketprice of ou common sock.
our e with Bridge, and i » or contret length
For example, in Janary 2017, o insiusions. A the marketfo our
markets, X
M i v, -
profit and fnancisl posiion.
future duc 10 variety of factors, Asa resul. 3 »
! Form 10

. avareness of our brands;




. foreign currency exchange rate Muctations; and

v ¢ June 30, This has esuledin '
growth i th other Quartersof the year . y arowth o vary. cpending on the variabiliey
our . K-12 schools snd othe e ders, many of ingly, any gencral decrease, delay or change in federal, sate o local funding for collges, univrsies, schools
and ather 1 cusomers to reduce their . ar decide nat 0 renew of o Inaddition, in governmental
we "
s derivd rom agreements entered into during pror quartes o year. A decline quarter s ot for that quarer However, i o revenue
alances i future periods, and the elect of Jatorm and appi d Ate of renevals, may not unilfutue periods, o mak

our academic customers in the past willcontinue in the fur, To dat, e hav derive a substanil majority of our revene from Canvas. A ciical factor for o contimed growih i our abiliy o sell Canvas 0 new customners i K-
e and We launched Bridge in February 2015. Given our limited hisiry we do panics

and higher education. The adoption trend fo our

orir X




including our domestic snd I sales force. We
time and, o . may vary in the futre e harmed i ur efors o not generate & corespondingly significant
marketing programs ar ot efecive.
“The leaming, assessment, development and engagement ystems market is evolving, highly compeiiv snd sigificanty fagmented, prticully in the Wit potential entry into the
market, 3 e
2L and Mool e Saba Soft
- " a lrge y abilty o sell
our our unmarketable or obsalee. I
aleced.
lon i s b beter wnew I fow cases,
these vendors may ala be able software at lrle or by bundiing them with “To the exient i with potential cusomers pplicatons, those customers may be uilling 0
I addiion, »
» s applications b



Our fture success depends on ou abilty 10 adaptand enhance our platform and spplicstions, To atract ncrease revenus fiom . we need and improve our sppliction offeings, fstures and eshancements to mest
customer ? needs, or
enhance and improve ourp atimely mamer, Further, it o
* escarch programs. 1 we fl i deve with the escarch programs of our compettors

 which, el

abe o

the sles cyel, we have anly a limited ol t forceast the timing ofsles. A delay i or flure 1o complte sales

Sgnifican risks oer which we havelleor o contal,including
. customers” budgetary constrains nd proites,
. e timing of ustomers” budget cyeles.
. he lngth andtiming o cusomers”approval processs.

For 2015, 19% of ou revenue was derivd rom outside the United Sate. We opened aur itemationl headguartrs in London, Engl

Ausials, Hong Kong, Sa0 P, Brazil and Hungary. Our growth statgy involves the furter

. ncluding:

. echnical o ateny isues in delvering ur latform and applicatons;

unexpeced changes in egulaory requirements,taxes o trade lws;




. limitedorinsuffcient

wellectal propery protcction

politcal nstability orterrorist ativiies:

. Hikelibood of potentialor has the US.

i

UK Bribery Actor of US. hich

Jectorat n he United it

For example, in )
the absence of greement, o years fler the
UK. and

“Bret) K he witdrawalagre i
United Kingdom provides  notice of wildrawal prsuant 10 the EU Treaty. The UK. government delvered a otce of withdrawl in Mrch 2017, I i ikely that the witdrawal of the U_K. from the European Union will invalve a pocess of
the UK. Bresit, the UK.,  hesdaquartes, could N

the Britsh Pound and the and the US.

dollar have aleady becn affected by Brext. Should his freign exchange lailty continue, i could cause voltly n our quarery fnancial resuts. In any cven
operations i Euape.

e cannot predict to what exent these hanges will impact our busines or resalts of opeatons,or o ablty 1o conduct

our business hatany potential ot be succesiul. '
i
igh-quality professional srvices and suppert il increase as we expand 3  our abiliy o sell aditional functionality and servies o, or 10 retai, existing cstomers may sulfr and ou reputaton with
existng o potenal customers may be hammed.

. " infrastuctre peraiona, financial  among other
hings




pa p d we may not expand our customer

Juding Joshun Contes, our Chie - Dan Goldsmith,our resident rketing, sl
. For cxampl G fiectiv ss of Janary 1, 2019, On that dat, M.
Coates will ransiion from is role w Chairman of the Board. ¢ disupt our business. We o i because of the
s ime,withor witho . with or without cause. “key man” insurance for any employee. The lssof ne or

more of our key employees could harm our business.

“To cxecute our ba . In pasiular, we comp exelsof el asfor siled

information technology, marketing, s and operions professonal, nd we iy not be succesful i aicting and retaning the professionals we need, i partiula i U, where we are headquarered, We fave fom e 0 Gme exprienced, and we expect 0 coninue 0 experince,

difcaly Highly skilled employees with ‘may, amon ther hings, imped our ability 10 executc ur sofvare desclopment and sales strtcgis. Many of the companics with which we compete fo experienced persannel hase greatr

esources than we do. In add decisions, pariularly in . e value o th stock options o othe equity incenives they ae 1o recive i connecton with thei employmen. I the prce of ur stock declines, or
il

eri s buiding our tcam within
aspects of our company culure.
i
A sigif o ool o par or AP, The Jatform depends
e o
manner. . i limit o terminate our platfor,which could Jy impsct our o our busingss. 1 we il fo
integrate ur




Ifour network or compu
incur significantlabilies.

Use o our plaform and spplicatons involse the storage, ansmission and processing of our cusomers” dats, includin personal o identifying gsnding ther students or employees. other continue to increase
cncrall czted. IFany unauthorized access (0 or security breaches of our platform, o those o ocaurs, o han event or resultn he loss of
o, loss of prop loss of business i peralics
laws,regulsons,or contractal bligations, and significant cots fo remediation that may include laily for stolen assts or may 3 o customers business
elationships after a breach, and other iabiies. Addiionll, any such eventor perceived event could impact ou reputton, harm customer confidenc, hur our sals and expansion into existing and new markets, or cause us 10 lose existing customers. We could be reguired o expead
ignifican capital and oshe resources 10 allviae problems caused by such actual or perceived breaches and f remediat ot sysins, we could b exposed 1o sk o los,ligation of regultory ation and possible iabiiy, and our abilty to operye our business may be impaired.
ditionaly. actual, s Y addiional i M
Inad own systms, customers o y
oursystems. y other. 3 Customers”
our Jisbil we camnat
. y incurred or that o atall
Because d our indus L pltform. become untrue,or be p
Federal wor FIC, sate, locl,
dis " variet of facors, including.
n
nd performance nd Jex and our ser tafic icresss. Ifour a

applcations




pltorm.

affced.

Ouruse of “open source””

“asis”

Ou application, inpariular & substanial porton of Canvas, s “open souree” software that we, insome-

af »
quality ofthe code. In adiion, certain open sorce licnses, ke the GNU Affero General Public Liense,or AGPL, Tor o cost he compo for mdifction or derivative
works e create bsed e, or o derivaive oper license license, o release our roprieary
infingemen i
Software, any of which would I addiion, i the lcense terms for open soure software
o suits by what we believe softare, Litgation could b costly for us to defend. on our operting resuls and financial devote addional reseach and
ability spplications orina manner
procedures.
each of
povsible lgarion.

i human resources may

“GHub platform for o charge, under the terms of the AGPL. An individualorenciy withth apropriate technical

s o s, Tnadd

d a license o any patent rights of the

We sccept modifications o the sourss code fo Canvas from contributos who sgrss 10 the terms

of joint ownership
However,

conributor,
or misappropeaton. By incorporaing any contribution nt ur cade bas, we may be subject 10 nelectual roperty ifringement

o y code base or licensing o replacement




brands and our

W also belive that ourbrands and reputation il be increasingly importan as competiion in our markets

fctors,
th efiacy of our marketing efors;
High

our ability 10 rtan exsting cusomers and obtan new customers;

ourabiliy to mainain igh cusomer stisaction;
the qualtyand prceived value ofour applicatons;

actons of compettos and other hird parties:
our ability 10 provide customer support and professional srvies
any misuse orpercived misuse ofour applicatons:

posiiv ornegative publicty:

intemuptions or delays o our platformar spplications:

Vigation, egisfative o regulstory-reated developmens.

whether or ot jusiied, tous,
brand equity may reduce demand for our applicaions and have an adverse effct on our business, operting resuls
limately be successfu.

our emplayees, our parners

o amish our our brand. Damage o our
and financia condition. Morcover, any atempts 0 tebuld our reputtion and resore the valu of our brands may b costly and time consuming, and such eforts may ot

We rey upon Amazon
our reputation,loss of customers and harm to ur business.

Amazon Web Services, or

AWS. Currenty, AWS. Given this.

our s of

providing 90 days’ pr with 30 days”
It

for case,

30 day perod.

Aws,
Sydney. Austalia, Monieal, Canad and Singapore.

ocated in Dublin Ireland, F




o o sabotuge, o faclty
interuption, our 4 »

n dabily of our platform. Even with current and planned disaser secovery
aincur. These fctors in tum could frther reduce our revenue, subjeet us to il and cause us 0 fsue credits or

volume,  natural disaster,an act of erorism, vands
" 1 be harmed. A1,

wor

more of

b erors, ailures or bugs may not b found i oue pltform
and bugs in our platform o applicaions and atcipte tha certin ofthee crors, fllures nd bugs il anly be discorcred snd remediaed afe deplayment o customers. Real o perceved erors,
s of campetvep o such an event, - o may choose,for

urs or bugs inour platform and applicaions cold resul n ngative publicy,Ios ofor
or other ol

the probiem.

erors i our software

orthe loss, damas

Because many of our e our spplications o store and reseve criial i we may be subjet to liabilty claimsif our spplications do not work properly. We cannot be crtain tha the limitations of liabilty s forh in our censes and agrerments would be
operatons

able

or FIC, and local and forign agencies. We collect personally iden

foresceable fuure. Our handling of dat i subject 10 a varity of
informaton, o PI,and other




The U.S. federal and various sate and freign governments have adopid or proposed limitations o the collcton, disrbuton, use and storag ¢ of PIL In the U, the FIC and are applying fedeal proecton laws t impose
Furth y dice for
 disclosare of PI gencrlly. Fo exampi Actor CCPA, which January 1, 2020, y o

PIL Many ¥ EU, Canads, g il
obtaned from the res dents or by businesses aprating within het jurisdicton. These aws and egulatons ofen ae more esirictve than those in the U.S. Laws and regultion in thse jurisdicions may apply broaly 1 the colleton, se, sorage, dislosure and securty of daa that
h loternt Prtocol, o P, PIL Our

T the EU, where companies must mest spcifed privacy and scurity sandards, the General Data Prosection Regltion, or GDPR, 25,2015, The GDPR U and signif

penalies of
or EEA,

pects ofour busines. In o . . which hus

o Further, the
‘complement and bing electrnic communications srvice i lne with the GDPR and force  harmonized approach across EU mermber sacs. Aliough it remains under debat, drafls of the proposed ePivacy Regulation would altr rules on tirkparty cookis, web beacons and simlar

We rely on adherence (0 the EU-US. Privicy Shicd Frameworks, a5 agreed to and se forth by the U.S. Depariment of Commerce,and the European Union and Sitzerlnd, which esiblished 3 means or egitimizing th transte of Il by U,
y dat ranfer, we have engaged Framework
called * developed i
Framenork and ; ‘Addition
! for . those laws, el .
req orlegal oblig s o I it ederal, st
egultons,indusiey sandards, contractual bligations or oler legal obigations, o any acual or suspeced sccurty inciden, whedher o not esuling in unaulhorized access (0, or acquisiin, elese or transfe of PI o other data, may resul in goveromentl cnforcement actions and.
Tiigator in s, which could y even if unfounded, or comply with
Jicabie i i other it sl




businss. Future s i

o
 ailty o collct, use or discose nformation elating o consumers
venue. N
bl ey e o o o nd it ou s cons Suchlow s g e e ompuns ol o ) ey ey ol et s s, ot nd s pnond i o aaned by
e individuals of scuriy breaches that affet het prsonal nformtion, and,in some cas "
Pty

s obn vl consnt 10 e Pl for i puposes. 0 sdiion,  frin
W

ol i s any Pl ol na couny ot be isminid utside f ™

Trwe

harmed.
iy ol Kighi nd Py Ak or FERPA,gnrly et duatona stions it v el i o il I fom  uden's o eors vt the stdn’sconsn. ThoughCovas, o i i g
applcaion, our ustomers and wsers iformation tht o insttuto
ability o col st sl o P i satte
. harm out reptation. Furher, in a mamner
hat rsuls i vilaton o i e US. De "
Act o COPPA, 10 US. childrn under the age of " from chid genersl audience
ageor13 ageor 13
COPPA s subject Juding the FTC, and the FTC i
o ysems,plttorm. o corpa. It interpreaton
corea i




e of fingement
ot viotons o el oy g, T e m:luimgmm.mnvenmn,my4kup-lemsalmemHecm-lmmﬂymg s hat cover asp " nduty, Moret,

i s s o g s, sommnly T 3 ket ol et s bt kot oty st for . o of mkin chim of iepees et 1o vt setiemens Fom s e, e may eeive
reakring e, e o e o vilat the intellctua propery ights of othes. Responding to sach clims, reardles of their in b time consumin. cosly (o

enter e a temporary o permancnt

injancion proibiing us from marketing orsellng ou sofware. 1 we can atall, o subsiue
ot Ao et ot v ol i 250 oprs el o iy pac. v bl s ol STl AGHoMTS ot et e kPt s st e e conemed ot . e T oy

3 losses, s useof
the thid-pary. s any of these o oiher clams, thse mattes could be disrptive 1 our usiness and
management and resultin additons lgal expenses.
our prop We do not own any p r demark marks, rade. proprictary rights in our
He . ights or
oer nellectal property invalidated Furthermore, legal protection of s s e e
ol use information that we ega i author e nd doe oo o oy b
el s he s o e fdionsand forigncounrie.Our comone rame nd e i of o oo snd o W vt o ek s ek e e oprne o v\nn o wp:mz e bt s e for o s v
unter more ifficlty mark in which our laws o some intcllctual
e United enforcement cquate. To the extent we expand our prop
Although we ener with agreements withthe partes with whom we ah " Tt these
i i and prop Furthr, prevent our competiors from independenty developing tchnologes hat ar substanially equivalnt or
superor



rade secrets. Such lgation could be cotly , ime consuming and

We may b required t0 spend significant resources to meitor and protec out inelecual property rights. Ligation may be necesary in he fture 1o enforce our itellectual propery rights and tproct our
| Furhermor,

property ights. We may not prevail inany lawsuits that e iniae. Any ligation, whether o no rsolved i our s 0 subsantal ! from our b W adversely affct our busines. Our
nabiliy 0 pr prop uy a3 el s any cosly liigation, could delay frther sales or the imp lementtion.  impai the uncronalty of dely intoduction of new festures or

Various US. The Digial Actof 1998, or DM
the ntemet, Under the DA

Generally, otice from,or on behal, Y
10 he allee DV D
Inad

insetled in many internationa jurisdicions, o may prove diffcult or impossible for us o comply with jurisdictions. Also, oF v, we may become lawsuis which,even if limatcly
esolved i our v, add cost o y Final Taw, Taws of various s, new st o gt op . any of which could
expose us o further ablity and ncrease our costs of doing busines.

Additonally, m o processing

ithou, o r
appropristly comply with and these incdents could cause our customers o lose rust in us, whih could harm our repuaton and

businss

lgal obligtions,

nd we may be exposed o gosemmental caforcement or prosccution actions, private itgation,fnes and penaies or adverse public
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businss. To dat, i lmited
many sk, ncuding the ollowing:

tiabilies, expose s o
. a
- % »
. our use ofcash o pay for acquisitons would it other potental uses for ur cash;
other with The inability nologies, prod o




our anticipat. , cashcquivalents, shorterm flows atleast the et 12 months, inthe
busines and operating resuls 1w incu deb,the debt I adiion ou credit il imposes, and future bt y
b debids Furthermere, e
& o maturs of our gt bearthe

the marke priceofour common stock and dilue her st

St local value added and oher s, time. Inparticuls leaming

Furth lihiln
» sucesstul ‘s, value e o athr txes in those furidictions where we have not historielly done 0 nd do ot acerue fo sueh sxes could reslt i subsantal tax labilis and relted penaitcs for past sales,
s or ther tax laws, statuts, s, reula could be cnaced at any .

v taxes could adverely et our domestic
e s o o oo rld b e hrae. e .an wvcm\y o Thes v coud v or v o sy i o o o i o st

and inemntions business operstions, and our businss and fnancial performance,

Furthe, exising ta laws,
wel s requite us or our customers o pay fine or pralies and

On December 22, 2017, President Trumnp signed ino Jve
reduction o the corporte tx

i sy s el v Code of 193,55 amede. Th el s el e s v, aon e higs, conas i s 1o corporate twsation, ncluding
i o a o g e of 35 0 e of 31 it of e o deduction T st xpene 10 30% of st g g for el s s o e ddation e apring oo 0 B0 o uret st e
they 10 cerain corain new invstments
insiod or . the overal impact alaw
Inaddition, taxlaw. The mpact of
2




As of December 31, 2015, 7 million and $305.7 million of

cin t0 xpite in 2028 for federal for

e tax purposes.

peraing income tax v, federal net operting y
such federal et operating Josses i . i uncertan i nd (0 what extent arious states will conform 10 the newly enated fedral 1 law. I addition under Secton 382 of the Intemal Revene Code of 1986, us amended. and coresponding provisions o sae aw, i corportion
undergoes n “ownership change,” which is genrally defined as a greater han 0% change, by valu, n prechange ax [

. perod. postchange
income o taxs may be limied. the fuure 35 cownershi of which contrl 11 nd
limitd, f
t tax aws. ‘. “which could harm our o adi
i o
ted 0 Our Common Stock
The s b, valtilefo the foresesable fture, For xample, during 2018, our common sock's daily New York Stock . our common
Juding

e size of ou public ot

. v s o regultions.

hangesinour board ofdirectorsor management:




. saesof|

T addiion, [ the market prices of equiy scuriies of many technology K many technology

stock atany time, L o the market

in the issuance of 1,303,126 sares of common stock and RSUS oustanding tha, upon vesting, would resul i the issuanee of 1,690,509 shares of common stock. I addiion, a of

As o December 31, 2015, we had optons ovtstanding that, if flly excreised, would res Y
December 31, 2015, 478 issance under our 2015 Ea X 2015 Emplayee Stock Purchase Plan. The auhorized number of shares undr both such
benefi eserved for future ssuance on Janury 1 ofcach year. Futher,aspar ofour scquisiton o Practice XYZ, Inc. (“Practice™) we assumed Practice’s 2014 Equiy Incentive Plan (the 2014 Pln’).

Pl however, D 013, 1093 shares
Plan, 1033 ded.or th
December 31,2018, i  the holders o more than 5% e agers y 36.4% of our K ' .
ogether wil b ?
the rescarch busincss. We do ot have any contol one or sock, publish
» Inadd » Toneor




“The Sarbanes-Oxley Act requies, among oher hings, that we assess the efecivencss of our intrnal ontrl over inanial reporting annualy and the effctvencss of our disclosure controls and procedures quately. T particular, Secton 404 of he Sarbancs-Oxley Act,or
i our indeps tenialy

Section 404, nancial
eparting. If irwe

pany may and this could cause  decline in the marketprice of ur common stock. Imespective of compliance with Section 404, any filure of our inerna contol ovr fnancil eporting could harm oue
operaing I3 efficienty, it could ham our operations,fnancial reporing, A conrols
fim

amended of incorporation and under Delaware la or pres of contrl of our company or changes in our management and, therefore, depress he trading price of our
common sock.

stockboldes f ou company may deem advantageous, These provisions:

. Blank check "

Additonally. orporation Law, which “inerested »

Any provision ofour amended and restated ceeicte of incorporaton, bylaws or Delaware la that has the effect of elaying or in control could it he op our fo the shares of our K, and could
disputes with s or our directrs, offcersor employees.

Our amended and resated cerificat of ncorporation provides tht the Court of Chancery of he Sate of o procesding 3 duciry duty:
10 bring 3 claim i a judicis » or ur diectors, ofiers ployees, which v 3 o e choice o our




Tem 1B, Unresolve d St Comments.

None.

Item 2.

operties

It Lake Ciy. s in Chicago, linois, Plessant Grove, Uah, Satle, Washington, and Philadelphia, Pennsylvania with leases that expire
heough 2029 h Ji. Hong Ko, Seo Paulo, Braz,and Hi eve our

Hem 3. Legal Proceedings.

We are,and from time 0 time may be, prty 1o | A sbject o c i business. . we may besome pary 1o sn I  lams. The outcome of | be
b flows or

together b i eash flows.

Notapplicabl.



PARTHH

Regista

ST

Holders

Asof February 12,2019,
and other nominees.

Dividends
s The terms of




Performance Graph

Index marketon Novernber 13, 2015 in ach of

Comparison of Cumulatie Total Return

0
Wi avms A a0

- INST - SEPSO0 e S&P 1500 Application Sotware

a5 amended, thedate or Fom 10.K

Salesof Unregistered Sccurites

None.




Hem 6. Selected Consoldated Financial Dats.

LECTED CONSOLIDATED FINANCIAL DATA

You should read he seected consolidated inanial daia blow in conjuncion with “Mansgements Discussion and Analyss o Financial Condition and Resalis of Operations” and he consoliated fnancial statements, rlted notes and ther fnancial nformation included
Jsewhere inthis Annual Report on Form 10-K.

Reporton Form 10-K.

for the

1 Report on Form 10-K

31, 2015, 2017 and 2016 and t
51,

 Docember 31,2018 and 2017
Decenbr 31

Al Report on Form 10-K.

OFadjustments made.

Consaldated Statements of Operations Da
Revenue:

Subsription and
Profesiona srviees and ther
Totl revenue
Costof revenue:
Subscipion and support (12K3)
Profesiona srvieesand ather 1)

Sales and marketing ()24

Research and development (1213
Generaland administaive 112)

“Totl operaing expenses

Loss fom operstions

Otherincome (expense):
nterestincame
oterest e

Los before ncome tu benefit (expense)
Income tax beneft (xpense)
Netloss

e adoption o

. et includ
I Tapic 606, sce ootnte | n the Notes to Consolidaed Financial Statements for a sunmary

g

s s 194,108 s s 38093
16367 6259

To057s W

46706 34351 2129 21

1137 [EE] 8750 208

L8 46560 300 [EATE}

1.0 [ITETE} 79515 225

97451 75726 o500 35300

59391 4529 35973 21200

35600 31196 2550 11265

To274 TsRats 12722 IR

7). w0z GEm) Gw)

2413 st 352 32

) ) o 136)

en) 257 653 ess7)

Loi1 S ) a6

@.06) @) @) @)

@9 155 a1 1)

B W) 3 sy 5 Gam) S B )




gy FITE Ty E EZF
I thosands except e sare ds)
Decand dividends to investors s — s — s — s @) s =
Nt loss tributabl tocommon sockholders B @) s o) s Gow) s o) s G
Netlossper common stare atribuable 0 common
stockholders, basic and dlud s azn s s s ©on s as0)
Weightdaverage common shars used
compuing basic nd diluted netlossper
common share aibutable to common
stockbolders 4218 29400 2738 5838 5525
m
gy T e gy gy
rp—
Costof revene:
Subsciption and supprt
Professional srviees and ther
o)
Vear nded Decembe 31,
ra—
Costof revenue:
Subsciption and sup s ) s S s - 30
Profesional srvices and other ] E 5 4
Salesand marketing @0 as6) 1) - 61
Rescarh and development ©16) @) ) - 53
Generaland admiisiative (130) o o) 137 st
ol payrol tax expense B 12%) § ) 5 [} 1327 125
[ CTodes amorA0n of acquiTTon reated inangibes s folows:
i o ot Ey i
ry—
Costof reveme:
Subsciption and sup s s s - - .
Liss 36 - - ,
3 9 9 6
rization o acquisition-relaed ntangibles g 3 TS %




FIITI o o
T Ad
Consolidated Balance Sheet Data:
Cash and cash equivalents s a0 s FIYY s s
Working capial,excloding deferred rverne 197,908 160
Totl assts 273997 156623
120670 «
Total lisiles 145,559 19679
Redecmable convertble pefeed sock = = — Y
Tollsockhalders”cquity (defci) s p 45610 5531
o T Fbruary 3075 which ncluded ¢ excriseof shares. 451095 mill
Non-GAAP Financial Measures
us. Ganp,
our busines.
T 1. a6 s T
s Adjusd s Adjstd
p—
[ry—
Other Financial Data:
Non-GAAP Operaing Loss () 198) (8495 @41 @1.400) @020
Free Cash Flow @) (10946) a3 @027 @s983) @798
I
@ -
we G g fow provide s of our inancial iformation our past » and fcilitates r liquidy. We beleve non-
in evaluaing paniesinour ind, s We comsder
free cash flow n working capital opersing low in conjuncion wih raditonal GAAP measures s partof ur overall assessment of ou performance,

We compenste for these lmitations by usersof ur financal inormat

fnsncial messure, free cash financial




YT

T e Twmaaww T T
Loss fom operations s @ s s0) s Glom) s (8,709
Stock-based compenstion 2701 15670 936 8195
Payroll tax expense on sccondary stoek puchase ranactions = = = 1
225) e 217) — —
Amortzaton ofacquisiion rlated inanibles 2497 m 9 o 6
Change i fair valuc of coningent lbily — — - _
‘Non-GAAP apeatng loss s B 5% S (GRS TR @280
o o7 o s it
Ty
s
Netcashprovided by (used in) operating acivites s 9% s CIREONEY IO EXUIY (0395)
Less: purchasesof property and equipment and incangile assets 2 16060 702 6696 2040
Plus: roceeds fom disposal ofpropetyand equipment 7 & )
Free cash low B B [EATEI R sy 2708
. “The summary consolidated financil data as of nd fo th years ended Desember 31, 2015, 2017, and 2016 refectsthe adapton of Accounting Sandards Update ("ASU") No. 2013-09, Revene from Conacts with Customers (*Topic 6067 . See Note 1 of the notes 1o the

conslidated inancialsaements for  summry of sdjustments.

- 31,2018 and No. 201618




s vt of many

Risk Factors
Overview
We. or S35, busines model b
1 Ity i o 102012, we expa
We opencd our intermational headguartersin Londo, Engln in June 2014 and have ofces in Sy Ji, Honi Kong. Soo Paulo, Brszl, and Hungary. To date, & substantial of Canvas to the U cdi et While our
ployees. Our anvas or this purpose. In February 2015, we launched Bridge (0 endble companies to
Wesel o
As o December 31, 2018, we univeriis, K-12 school districts, and companies i o than 70 counties. Our customers range from  singe school to large corparatons and scademic nstatons snd
" "
diisions, nivenitis,or governmentalorganization, ol the ety tha has contracted forour patfor s counted For example, it is counted even though the school mulile schools. In 2018, no single
customer rpresented more than 107% of o evene.

100% at cach of December 31, 2013, 2017 and 2016. For 201, 2017 and 2016, 1610 mil

and 5452 milon,rspecively.

Key Factors Affcting Our Performance

Investment in Sales and Marketing Organization

arowth of 0% and 43%. For 2018, 2017 and 2016, our net losses were, $43.5 millon, $43.1 millon




102018201

7and 2016,19%, 15 % and 9% i Our
ot be successt
Invstment in Technology
support ur growh. We expect our o .
foundation for approseh 1o the [ Jaform. However, ou inestments adoption, are more expensive o develop than
antcipated. e pa
Developmentof Markets and Complementary Products or Serices
Net Revenue Retention Rate
i wsed. We belicve our et
31,2018, 2017 and 2016
Backiog
reements. For these g
perodic invoice, geneally annually. At any poiat i th omFact erm, her can be amouns that we have not yet ben contracualy abe o nvoice. Unilsuch time. ey are e detered elsewhere in our
satemens, 25 Mliple-ear pay ‘As of Desember 31, 2015, 2017 and
2016, we had backlog of approximaily, $345.4 millon, 2859 millon and $221.1 millon, respectvely. We expect backlog t luctuate up o down fom perod to period for several uding th timing and duraion of . varying illing cy iming of

Focus on Free Cash Flow
W defin fee cash

Financial Operations Overview

We cansider fre cash flow 0 b an important measuretht we e focused on

beyond the standard ot is

revenue, which s comprised of SasS fees from customers accesing our learming.

3



Subscipion evene s derive from customers using our cloud-based lesming platform and i diven primarily by the mumber of ustomers, the mumber of users st esch customer . th pric of our sppliations and renewal raes. Support revne s deived from cusomers

Profesional sevices and other revenue are drived primarly from implementation, nd Implementation servces inclu i consl s that generally take anywhere from 30 10 90 days fo complete depending on customer-side
It includes regulary scheduled and highly- ¢ toward better uilizing our applicaions. Most of place. o hrough the use of i e
I sditon o devel op nd
company
Costof Revenue
Cost of subscrition and e othe thind including pecations and customer support
Cox Juding slaries,bene )
Operating Expenses
Prorto January 1. s s
annual Overime,
ol evenve,
Jud "
functionality o our, he csimated it
1 for exceutiv, inance, legl, Juding peyroll be d stock-
extermal lgal ot revenue s v




0 ther Income (Expense)

Other income (expense) consists primarily of iterest income, nterest expense and change in fir value of warant liabilty which i subect 10 mar

o-market adjusiments a5 of cach repoting period, and the impactof oreign curency tansaction gans and loses. We have

Income Tax Expense

These foreig s different ling)

forcignto US. i

Results of Operations

“The following tables set forh cerain consoldated inanial
summary of sdjustments made,

. amounts and a5  percentage of ot evene, Pror period ajustments have b made as 3 resul o the sdoption of Topi 606, sc footnot 1 in the Notes to Cansal

i Finaneial Statements for o

Vear nded esembe 31,
A At
i housnds)
Revenue:
Subscipion and suppart s e a8 s
Professional srvices and other 21, 16367
Totlrevenue 504 160975
Costof event
Subscipion and support 46,706 34351 20252
Professional services and oiher 15,137 12211 8750
“Totlcostof revenue [ G636 5300
Gros profic 7,701 Tiaans w615
Operaing expenscs
Sales and marketin 1 78726
Rescarchand development 9391 43203 35073
A and administrative 31196 2550
Tota peratng cxpenses 102,474 Tsi218 12742
s fom opersions @) @) .07
Oter income (expense):
Interest i 2413 361 )
Interst expense (65) (55) 1)
me (expense), et (%) 257 a8
“Totlather ncome (expense) et 16 ) )
Loss before ncome tax benefi (expense) @.126) W) )
Income ax beneft (expense) G 5 G
Netloss g @) T W) T )
. See ot




Revenue:
Subscipion and support

FITs

e

(o prsetage of ol v

oo oo s
P e 0 0 i
o v m m o
oot vens
e p— » 2 B
o v ) s !
Toat oot veme £ £ m
Gross o o o i
Opaing expense
3 Sales and marketing a7 a9 59
Resrch nddesopmens % % ®
Pt i it 5
et opeang s o o i
Lot rmopimon @ ) )
Ot ncome (e
b | o
et e o o
e w
Toat ot ncon. e T o
et oot et ) @ @
Incore s b i) «
Netos T i

. Ses ot

Year Ended December 31, 2018 Compared (o the Year Ended December 31, 2017

Revenue
T - g =
(dotarsn thousands)
ort s weso s 14108 S w30 1%
Professional srvicesand other 2108 10567 4176 2
Total revenue. 5 ETCTI i@ § ) 0
o 4000 0 of December 31, 2015,

31
December 31, 2018, versus 15% December 31, 2017




Costof Revene and Gross Ma rin

Change
s Adiwied
ot thosands)
s 6706 s s s 12355 0%
15157 12211 202
s TR wsa 3 ] 3%
5% 6%
Profesional srviees and ather 2 2
“Totl gross margin 0% %
December 31
s a q on December 31, incrcas in web hosting snd
srvice Amortzaton of increased 3.4 millon duc o t . or our and amorizaion of pimarly due o
Higher rent and communication expense
December 31
level offrings.
Operating Expenses
Sales and Marketing
Voar nded
December 3, Chan
At
olas n thowands)
Sales and marketing s s w6 S 18758 2%
Sales and marketing expenses increased S1K.8 millon for the year ended Decembes 31, 2018 expansion of our marketing programs,information technology expenscs, overhead allocatons, ravel and
amorization of: intemationaly, rowth in and insurance
and travelcosts increased $3.2 milon due into fie " increased S1.5 milon due t an increase

ntangibe asets. Alloated



Rescarch and Deselopmens

o g gr =
s o
Rescarh and development s SR a2 s 11098 2%
1 million Decennber 31, e
i
acl ntermal sysiems.
General and Advinisative
Year Ended
Decemers Chunge
Generland administative s se s EIRT 4406 1%
Generaland administative expenses incrcased $4.4 millon for the year ended December 31 . Howance for "
elated costs and were offset by decteases in he o Employee-related It oF increased sock i and ntemarionally srowth
Allowance aging invoices «
I millon.
Other Income
£y £ g =
[
Otherincome s 167 s s 1084 193%

Other income, et includes inerest income, nterest expense and the impac of forign currency ransaction gans and loses, Othr income, et increased S1.1 millon for the year ended Decernber 31, 2018, primarly 3 4 resul o recognized gros iteest income on
marketabe seurites,

Income Tax Beneft (Expense)

T £ =
(otasn thousands)
Income tax beneft (expense) s @9 s s s (a0 9%



Tncome tax benefi (expense) cons

s f curent and defered taxes fo ULS. and oreign income taxes. The income ta expense increase in 2015 of S0.5 millon compared to 2017 ws primrily due to  one-im
s o' 5 base d on the tax ats

e ax benefit in 2017 elted 0 he sequisition of a business. On
' o reverse in the fuure, which i generally

December 22,2017, eders o
21

Year Ended December 31, 2017 Compared (o the Vear Ended December 31, 2016

Revenue

Asarea

the federal

3

Ty

i
e Adi
(dotasn thowsands)
100270 S

144,108 e s
Profesional srvicesand ther 16367 1347 4520 3
Totlrevenue Ty S i267 S was a
31,201 3,000 8 of December 31,2
December 31, 2017, versus 9% December 31, 2016,
Costof Revenue and Gross Margin
becen Chan
At
otasn thomands)
Costofrevenue:
Subscipion and suppart sas s u22 s 10099 a2
Professional srvicesand other 1211 8750 3461 “
“Totalcostof revenue G EX JERTT) 1%
G percente:
Subscription and support 6% 6%
Professional serviees and ther 2 »
“Total gross margin 7 n
ofimproved

Amorization of capialized software development costs increased 12 million due to the continued dexclopment of ou software platform. All

maininance on out fucilis

on o - Customer growth and iy
located overhead expenses and other insignifcant items increased $0.4 millon primarily due t0 higher rent and communication expense and



S millon a1,

523 millon as we continued to o ppor E s and offerings. Travel increase in total  demand
e,
Operatin Expenses
Saes and Marketing
Voar bnded
gy =
dotas i thousands)
Stlesand marketing s w6 s X 12819 19%
3 o
e wrowth 505 millon nd
automateour mernal i,
Research and Development
Yoar bnded
Decemer 3 Change
Rescarchand development s @ s E 1230 s
Rescarch and desclopment expenses increased $12.3 millon for the year ended December 31, 2017 primarily due 0 an ncrease . 3 increased $9.2 millon,outside
3 eatures for Canes and
Brid
General and Advinirative
£ £y g =
s e
General and administraive s EINCO 352 S s6s4 2%




December 31,

result o Our nformaton o 4 intermal systems. Thirdpi 4504
r SU 201409, T opic 606 . and compliance wih Sccton 404 of the Sarbanes-Onley Act. Allocued
Other Income (Expense)
Y Ented
Decumber 3, Chunge
T e
otars n thovsands)
Otherincome (expense),net s s s s 4t 2%
foreian Tosses. ey 32007
P

Liquidity and Capital Resources.

As of December 31, 2018, we had $94.3 il o  cquival a o
operations for at Ieast the next 12 months. Ou future captal reg depend on many arowth e, ates,th timing and extent of spening 10 support the expansion of sales and marketing and rescarch and developmen actvites, the
introduction platform. & IFadditionsl
outside sources, . our bu

I June 2018, we entered ino an amended and restated loan and securty greement,or eedit facily, with Siicon Valley Bank (*SVB"), which was most on June 28, 2018 for in revolving borrowings with an

530 mill " der equal June 2019,at which ime

the cedit ity
eredi

December 31,2015, e

ions 10 borroing, and covenanis.
certain adjusted quick rato, repoted
 Desember 31

o scure our obligations under he credit fcility, we prated SV a secury iterest in substantally al of our angibe and inangibl aset, excluding intellecual property. The ereit faciliy contains customary events of deful, cond
abiliy a amounts f cash o debt ith other 10 maintin a c

including dividends (0 stockholders, and maintan cestain financial insitutions. The agreement also includes a fnanial covenant (o

2015, »




The following table shows ur cash flows for 201 8,201 7and 201 6

e nded Dcomber 1,

T tousena
Netcashprovided by (used in) operating activites s 9% s [EREN 1608
Netcashprovided by (usd in) investing actviies (63304 ' G1.306)
Netcash provided by fnancing actviics 121833 om2

- ypicl fiscalyear-end of June 30, Historical
v s annually et 30 0 60 days. Intm,

our
illings,al o

Operating Actsiies

<ash charges, et

. 2015 was 501 million, which
items. Working capitalsources of cash included 3 nt ncrease of $16.4 millon n deferred evenue and accounts
S14millon

n
period. These sources were partally offet by an increase in prepaids and oiher asses of 26 milion,

Net cash usd in operating actvitis during 2017 was S21.1 million, which primarily reflcted our net loss of $43.1 millon. offct by non-cash xpenses that included $15.7 millon of stock-based compensation and 6.9 millon of depreciation and othe insgnificant
Tibiliies

Net cash used in oeratng activites during 2016 was S21.6 millon, whi

primarly reflected ur net los of $45.2 millon, offet by nan-cash expenses that included $10.7 millon of stock-basd compensation and $4.1 million of depreciaton and othe isignificant tems

Inesing Actviies

2018 was $63.3 mill 39

U million. 2

and purchases of intangible asets and othe insigificant iems of $0.2 millon.




Netcash sed i

2016 was $31.3 millon,

Financing Actites

our

of marketable secarties of $25.8 milion, partlly offet by S5.1 millo of cash maturtes from our marketabl securic. Other cash used i investing activiis in cludes
' ! A

insignificant tems.

Operating lsse obligtions

Income Taxes

smonon stock under stock options and the nder ur cmpl purchase pln, offsct by $0.3 millon 5 on vesting of ot
3 million
December 31, 201
Vo
i i
Vs <Vea
s s sS4 s s mam s 5613
of December 31, 2015,
Letes of Credit
Asof Decemer 31, 2015,
OfT-Balance Sheet Arrangements
2018,2017 and 2016, purposeof puposes
Asof December 31, 2015, i E

of December 31,2018,




19 ded, The snnual

of et perating losses and credis befoe ulizaton.

we mingaina ‘December 31, 2015, We consider

defered ta assts

Crtical Accounting Policies and Estimates

T prepaing
events and their effects on our resultsand the value of our asses cannot be determined with cetinty, and are ptons that we beleve These stimates
ditonal L
from those ctmates.
Revente Recogniion
We generse revenue prmarily fom two main sources: (1) i [ i e support beond the
W 2) reated wining, implementaton ypesof or inan

We determined revenue recognition through the following steps:

. dentification ofhe conct o contracts, withcustomce
. entificaton ofthe performance obligatons i the conrct
. Detcrminaio o th rnsaction price:
pimry ypes of
Sbscripion and Suppors




Professional Services and Other

Profesional services revenue i deived from implementation, raining, Our professional fom » canster e
Contracs with Mltiple Performance Obigations
Many of aur contracts We account for et The ransaction price s allocated s
(558 buss ¥ el a
Deferned Commissions
Sales commisions eamed by o sles fore, s well s related payroll ered L and with s cusomer. These s basis over  period hat we have
operatons.

Deferred Revemue

Defered revenue consiss of bilings and payments eceived in advance of revenue recogaiion genersted by our subscripion and support services and profesional servies and other, as described above. ASC 606 itroduced the concept of contract labilies, which is

of the rant.

Stack-Based Compensation

theawand. y
a method .

Weaceauntfor v
~ cnse over he which s generally the vesting peiod fo aards, on @ srightline s for awards with

ork Stock SUS") granted

We us the Black-Scholes optio pricing model 10 messure he i value of ur stock optons and purchase rihis issued to employees under our 2015 Employe Stock Purchase Plan,or ESPP, when they are granted. We make sevral estmates n detemminin oursock-based

. Fair Value of Common Stock

. Expected Term.

For the ESPP,




we

Espected Volaiy:. Since, we did not have  tading history of ur common stok, the expected voltlty was determined based on th historical sock volaites of our comparable companies. To deterine ou peer companies, we used the following crera:

s that the identified

common stok todetermine exp scted volatily

sk Free Inteest Rate:

Tonger similar (0 us, in which case,

it

cal
e used in the calelation. For the ESPP, we use the trdin history of ur avn

Yt

Recent Accounting Pronouncement

Hem 7A. Quantittive and Qualitative Disclosures Abaut Market Risk.

To achieve our objecives,

December 31, 2018, we had cash
may be subject: valu i market ineres

. we believe that o

"

ke neres s would o have
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o the Stockhokders and the Basrd of Directors of Insrucure, Tnc.
Opinion o the Financlal Statements

20 ) our e consoldaicd the Company a1 December 31, 2018 and 2017, and the

We alo Have audited, in accordance with the sandards of the Public Company Accouning Oversight Board (United Sats) (PCAOB), the Company' nteral contro over fnancial reporting as of December 31, 2018, basd on crieia established in ntemal Control-
port daed February 20,

Adoption of Accounting Standards Update (ASU) No. 201409

As discussed in Note | ASU No. 201409, Revene from Contrcts with Customers (Topic
06),as amended

Bass for Opinion

These inancial satemens ae th responsiility of the Company's management. Ou responsibility s (0 expres an opion on the Company's iancial saements based on our audis. We are  public accounting i reisered with the PCAO and are required (0 be

he PCAOB. i whether due t eror or fraud.Our
audits inchuded e m of material of the fnancial ‘whelhier due 10 erroror raud, and performing procedures tht rspond 10 those risks. Such procedures included examining. on  test basi, evidence regarding the amourts and
diclosures n the fnancial sstements. Our 4 management,as well presenation of th f W believ that provide a reasonable basis for
opinon.

/st & Young LLP
We haveserved s the Company’s audito since 2012,

Salt Lake Ciy, Ush
February 20,2019



o the Stockhokders and the Basrd of Directors of Insrucure, Tnc.
Opinion on Internal Control over Financil Reporting

We have audited Insincture Ine ' inernal contol over finantal reporin s of December 31, 2015, based on eritera esablished i Intemal Conteol—lntegrated Framework fsued by the Commites of Sponsoring Organizaions of the Treadway Commision (2013
Inour I ol 2018,

the consoldated alance sheets of Instructure, nc. s of December 31, 2018 and 2017, the relted consoldatd sitementsof aperaions,
cHhold 31,2008, the Compar X

Bass for Opinion

Companys ot sl gt el ol v il g o G i st of s s o Repr on et
Contol over r.mmu eporing. Our responssy i1 s an pion on he Copny's il ol v il rpuing bisd on ur it We s 3 pablic acsuntin e e i TR TEADD and e rered o o e i et 0 e ooy

A0B,
Our audit
Defniton and Limitations of Internal Control Over Financial Reporting
A company's inancial eporting s p e relibiliy o preparation of financial staements for exteral purposes in acordance with genraly accepid accountng
e A company's (1) perain the assets

ce tha tansacions are ecorded o necessay (0 permit prepartion of financial statments n accordance with generaly aceeped accouning prnciples. and tht eceips and expenditures ofthe company are being made only in acordance with athorizations of management and

Because of is iherent limitaions, ntemal contrl o E s, projctons of o the isk that i
condions,or

5 Emst & Young LLP

Salt Lake Ciy, Uth
February 20,2019



INSTRUCTURE, INC.

Consoldated Balance Sheets
in thousands, except per share d

o cash vl
St ks orics

Pt oxpenss
Deforsd commissions

Toalcurt s

Propety and cqupmer, et

G

N g s

O s

o s

s p—
Cumt s
Accous prable

et ok, par e o S0.0001 e s 1000 stz s of Desember 31, 2015
S 2017 o s s oo 5 Dt 313015 nd 017 . -
Conman stk prvloe o SO0 pr s 00,000 e i o Db 31,2015
gt

Addonl pancpia 05t 20sm
Accumulad s comptensiv s ® i
Ao dfcn o) o9
Tl sokboldr” sy ey gy
ot abiis s ockhalders cquty T Ei T
. See Noe 1 for summary of ausments
e accompanying noes.




Revenue:

Subscipion and support

Profesional srviees and ather
“Totlrevenue

Income tax beneft (expnse)
Netloss
Netlossper common share, basic and dlued

netlossper comimon share atributable fo common stockholders

. Sos Not 1 for  smmary of st

INSTRUCTURE, INC.

Consoldated Statements of Operatons
(in thousands, except per share amounts)

e accompanying noes.

gy

e

158,501 144,108 100270
2108 16567 12307
09534 To0575 126017
34351 25252

JEETY 750

45560 00

118413 7615

726 65907

48291 35973

3119 2550

TS50 17422
w80z) 7.507)

2413 61 £
8) 53) @7
(%) 257 613)
1647 Ex) )
@.06) ) )
9) 155 G
@63) ost) @)
a27) .47) a13)
34288 2400 s




INSTRUCTURE, INC.

Consolidaed Statements of Comprehensive Loss
(in thousands)

£y g
T e
Netloss s @ s o8 s202)
Ot comprehensive income (loss:
Net change in unreslized gains (lsses) on marketable securiis u) u a2
Comprehensive loss B a5 ors) ot
. Ses Note 1 for smmary of susiments

S accompanying notes



INSTRUCTURE, INC.
Consoldated Statements of tockholders’ Equity
(in thousands)

— Acumulted o
Sk si01 Common A oer Accumincd Stockhekders
Far Valot TSt i Camprebasive et i
Shares g Share St Capta ncome s Adjust “as Adlued
Batanes st December 31,2015 e G o) l ey = ) Sz
[ —— 1os1 o Tow
Vesting of common sk sufc 1 sepuchse = = = = = = = E
Shares wilbeldfor s wikiholding o vesing of resncid sk - - - - a@n - — n
Skl compensation - 1044 - - 104
Rebrementof ey sk ) m [ = = = =)
Uncled o on skl s = = = = = a =
Netlos _ . — _ _ sy
Decamber 31, 2016 T = = e @ T
Cumlai-feofchang n sccotin polcy e )
Excin of sommon sck opions 1oy = = = san =
Puchis of ESPF s 4 = = = B = =
Skl compensaion e
Comman stk optons s i s = = = 1 = =
Shares il for s O on st of st sk = = = = o = =
Neloss _ _ - o)
Bt 3 e = = g ol o)
Exeisof common sk pions s - - - r= o i
Vesing ofresticted sock i et i =) =) =) = = =
Stk el compenston =) = = = s = =
Commn sock ad pins s n sisiton 2 - - - = - -
i 275 9w
Unnelied s on makcble e o
Shares ikl for Vol on st of s sk = = = = ) = =
Ntk _ - — = _ )
Decamber 31, 2018 EETIES =5 =10 T T 5 I R

Sex Noe 1 fora summary of ausiments
S accompanying notes

[
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. Sos Note 1 for  summary of adusents

INSTRUCTURE, INC.
‘Consolidated Satements of Cash Flows
(in thousands)

See accompanying noes.

e

e
0 5 @
) ey wm
e w0 s
19008 365 am
= = s
o
s
o
s mo s s o



INSTRUCTURE, INC.
Notes to Consoldated Financial Statements

Organization
el
o5 SasS, business model Ciy, Utsh,and have the Netherlans, Hong K I
Basis of Presentaion
T orUS.GAAP. 1
interompany transactons have becn climinated in consolidtion
| 10k

(ASU") No. 201409,

Effecive January 1, 201,
standard,as indicated by the “ss adused” column heading.

<
Useof Estmates
f Wit US. cing 5 which we.
e i
Operating Segmenss
We operate in a single operaing scgment,cloud-based earing managemen, an enterprise for » nformation is by the chiet
makers, or CODMs, which are our chief exceutive offcer and chief financial oficer, n dciding our nancial Since we
Net Los Per Share Attributabe o Common Stockholders
by the numiber of

Basic net Joss per share asrbutable to common stockholdrs is computed by dividing net loss aibutable

or the period, les the weighted-average unvested common stock subect 0

considered o be ommon stck equivalrts




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

gy FITs g
e e

Numerator:

Netloss s s sy s ws0)
Denominator:

Weihted:average common shares oustanding —basc 34218 w401 28

Less: Welghed-average common sock subect (o

repurchase — — )

“Total weighted-average common shares

oustanding —basic 34218 R

Dilutiv effectofshre cqivalents resuling from

tock aptions,unvested restictedstock awards and

common stock warrans - - _

Weighted-average common shares oustanding-dilued e B
Netlossper common share g ) S T 73)

Desember 31, 2018, 2017 and 2016, eret
Vear nded Desembe 31,

tionsto common siock 130 2010 3106
Common stk warrants — 17 [
Resticed stock uits L6 1514 IRE

! 2093 i 250
Financial 6 hich exceed
Tosses on our deposis. s our ustomers” i We eview
we determine ae o clletble
10%

Customer A 10% 100%




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

we began Becase our involves o the nitd business will

1201
Dt for detils,

Refer 0 Note 7 Geographic

Marketable Securites
purpose of sl fuure o ntend to
W ¥ Value with
ctortaxes, ? cquity. Unralized when decline in
Accounts Receisable
fuure collecion

against amounts due, whic reduces the recevable 10 the amount that managerment essonably beleves will be collected. For al other customes, anagement deermines the adequacy of the allowance based on Historical loss paterns, he pumber of days tht billings are past du and an.
evaltion the allawance 2

i\ 177,000, i
Batance
Desiing
Allowance for Doubial Accounts
Yearended December 31, 2018 s s s
Yearended December 31, 2017 s w s

Yearended December 31, 2016 s 2 s

m

Praperty and Equipment and Intangible Avses

139
197

el




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

sl lfe of eachassetcategory i s folows:

Compute and offce quipment
Purchiscd software
Fumiture and fstres

apitalized software developmen costs
Leaschold improvements and ther

ivesof Tease terms 7 shote). The estimated

3 years
Tesser o ease tem o usful e 2-10 years)

Iesing stiviis

luded in property and

mainenance o,

Rescarch and development costs incurred during the preliminary project stage, or costs incurrd for data conversion actvies, raining, maintenance and gencral and adrin
. med, C g

ntermal
wive or overhead costs, ae cxpensed s incurred. Coss hat cannx be separted beowesn the
add

o between
new functonaly to developmen and

ture et cash based on the amount by which the carying vale of the aset exceeds the fi valu of he aset We did no incur any impairment charges during the periods
presnted.

Leases

opersting leases. the lease, We record
Fair Value
Goodwill
b p . P
potenial indicators o rojeced s
. period. We aperate i unit and, i mpiment s whole. Our i i o result-

balance,

=0




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

Change in Fair-Value of Contingent Liabiliy

the contngent . with any The
witha Decerber 31, 2018, snd ssof Rele
1o Note 3 Acquisition fo deails.
Revenue Recognison
We generate revenue primarily fom two main sources: (1) subsciption and support of SasS fes from and tlent and from asing additionsl support beyond the
e basic S e i 1o our customers, in an
We determined revenue recognition through the followin steps:
. Wentiicaton of the conract, o conracs, with a customer
. Wentificaton o the performance obligatons inthe contact
. Determinaton ofthe ranaction price
Subscription and Suppors
Professional Services and Othr.
derived from impi . tsining, and consl Our pofessionl servces m fom L independently from the
or i
e rendered
Contracts with Muliple Pefornance Obligarions
Many of our contracts We account et The ransaction price s allcated 10 the
(558 buss prce 1




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

Defered Commisions

n s over & peiod have

i sales fore, as wel 3 arc considersd L ond with o customer

opersions.

Defered Revene

Defered revenuc consiss of bilings and payments received in advance of revenue recogaition gencrsted by our subsciption and support scrvices and profesional scrvices and other, as described above. ASC 606 ntroduccd the concept of contac lsbilis. which is

Costof Revenue
o pimarily of our managed and other thiedarty service provides,enployec-reated costs incading payrol,bencfitsand stck-based compensation expense fo our opeations nd customer support tsans, amortization of
.
c i benefis, el
Serice Availabilt Warranty
in a aiing o a
hat result from any technology s orginating o may change but » To date, we
Have notexperenced any ignificant loses under these warrantes.
Advertising Costs
Stock-Based Compensation
“The Company sccouns for using a i vale method. s messured t the i value ofthe award. The measursment dat for employee awards i
the grant.
ork Stock RSUS" graed.
Wese the emplogees, »




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

“These asumpions areesimted as follows:

. Fair o of our comman stock.
. RiskeFree Interest Rate. We.
. Expected Term. We e fo sock 1o the lack of historical execise activity for our company. The simplified method calculates the expsetd term as the mid-point betveen the vesting dat and the
For the ESPP,
. Volais
applicaton providers and selcct thos that are smila 1 us in siz, tag of e eycle, and fnancial Ieverage. o spply this i the same orsimilar public of hisorcal e
r similar 0 us, in which

calclation. For the ESPP,
. Vil

Fareign Curvency

or. s,
the transacion using the cxchange rat i cffet on the transaction dte. Normonctary sses,lisiles, and equity transactions are converted at historial exchange rates in et o th time of the ransaction. Forsin currcney transaction gain and loses ar recorded n othe income.
(expense), et During 2018, a et orign Y During 2 y ‘During 201

Rescarch and Development

Risks and Uncertainties

the risks inh b limited

changes in
level 3 appi e i a industy. pplcr 1

Income Taxes

espective ax buses. Defered tax




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

Recent Accounting Pronouncement s
Adopied accounting pronouncements

I October 2016, he Finanial Accounting Standards Board (“FASE")isued ASU 2016-16, “Income Taxes (Topic 740 It iy Teansfrs of Assets Other Than Inventory’

of an asetother jon. This
15,2017 Jamuary 1 f
In May 2014, the FASB fsuod ASU No. 2014-09, Revenue opic 606 ) Topie 605, (“Topic 6057, and reqires
10 customersin a amount tht efecs the consideration whicthe entity expecs 0 be enttled 0 in exchange for those goods orsevice. Topic 606 also includes Subiopic 340-40, Oher Asets and Defered Coss -
Contracts with Customers, Coletivly. we efer to 40-40 s the “new standar
Jamary 1, 201 i Jamuary 1,2016, We e changed
Weapplied 606-1065-1(0. 5
Junuary 1, 2018, Furher, we do eflet all modifcations that oceur
efor the beginning ofthe calest period presnted.
The primary. y Under the new siandard, v
Tiniting o o
Inpacts on Financial Satements

Asses
‘Accouns receivable—netof

joance. s W7 s 34312
fered commissons = 7086

Defered commisions,net of curtent potion — 1160

Otherasets 1085 a7

Lisbiltes

Defered revenve: 99086 90773

Defered revenue, et of current porton 3950 158

Topic



Reveny
i

cipton and support
Profesional srviees and ther
Total evenue.
Costofreve
Profssional services and other
Gross profit

Operating expenses:
Sales and marketing

Loss before ncome tux benefi (cxpense)

Income ax expense

Netloss

Net lossper common share, basic and dlued

Subsciption and support
Profesional sevices and other
Toulrevenne
Costofrevenue:
Profssional servies and other
rofit

Other income (expense):
Othe ncome (expense), net

Loss before ncomne tu benefi (cxpense)

Income ax expense

Netloss

Net lossper common share, basic and dlued

INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

s s s s 144,108
1881 16367
TS5 806 160975
1206 155 e
1209 1984 1
w716 @990) 7726
0213 6oms @3239)
1 @6 155
@) 638 @308
(169) 02 47

ey gt

Adisincae

greTTD

Cash flowsfrom operating activiies:
Netloss
Accounts eceivabe,net
Prepaid xpenses and oher ssets
Defered commisi
Defered revenue

Netcash used in operating activiics

s os s s 10270
16 12347
TI0850 i
5497 25 750
w131 [ 9615
w0991 (wost) o0
653 0 )
(s301) sst6 wrs3)
67 as0) am
(53569 5366 802
(192) 019 )
s w2 s o s @08
20, @os2) (14382
©599) a3 ©176)
= @990) @)
2688 9 26763
@L19) @L19)

F16



Notes to Consolidated Financial Statements

INSTRUCTURE, INC.

Cash flows from opsrating activi
Netloss (53569 s s 02)
ecountsrecei 87) ®73)
Prepaid xpenses and oher assets 1) @)
efrted commissi = (@oss)
Defered revenue 23506 21778
Netcash used in perating activiics L608) = Q1608
Lsued accounting pronouncements
In Febrary 201 No. 201602, RoL For lessees,
e L
H the C e
2. Property and Equipment
Property and equipment onsisted of the ollowing (n thousands):
gy T
Compute and offce equipment s s s 5726
Purchised software Lo 107
Capitalized software developmen costs 2181 1a7ss
Fumitre and ixtues a8 392
Leaschold improvements and other 1562 13379
9776 s
Less accumulaed deprecaron and amorizasion 2389 14929
“Toul g 503 33036
for capitalized Decemmber 31, 2018 and 2017, respctivly ended December 31, 2013, 2017 and 2016 was
3. Acqusiton
I Novermber 2017, we acquired Pracice XYZ. . (“Practi pup
since the dute ofth sequisiion. the revenue or carmings o s s i the o taken place n th frt day of 2017 were ot materally

17



INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

Consideration

Cash puid

Common stock

Practice apton conversion

Contingent by

Fair value of sl consideraton

detifislessstssequired

Cash

Accounts receivable

Unhilled sccouns recevable

Fixed sses:computers
Intangibl assets: developed eshaology
Intangibl assets: rade s
Iotangible asets: customer lists
“Totalasetsacquired.

Lisbilites ssumed
Account

Defermed ta lsily,net
Totl lsilies asumed

o

il
Total purchase consideration

The exces of the fair vlue of net tngib

idenifiable

The goodil genersted

o purposes and will amortized over it remaining useful e of 150 mariths,

Developed technology represcnts the stimated i vaue of the acquired exising technology and is being amortized over is

the business
A porion of the goodill, US.in

sl e of four year. fair vl of base and i smortized over the
e of three years.
bily This resiled
increase 1o godwill of the same amout.
e i ofspeifid 31,200, a
and payout i et ity consid ble bsed booking arges. As of Desember 31, 2013, we have acerued $20,000 in simated pontial
“The i value ofthe




INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

4 Goodwill and Intangible Assets
Gondill was 12,354,000 as of Decermber 31, 2018 and 2017

tangibe asets conssted ofthe ollowing (i thousands):

Weghet Averge Remaining Decemper 1,
15 Months s
56 Monihs
12 Months
red lerning conten 34 Monihs
mes Monihs
Developdtehlogy 35 Monihs
e eatonships ihs
Accumulaied amortzaton
“Toul
52.786.00 31,2018, 2017, and 2016, respectivel for ey is rcorded within e
consolidted statements of peraions.
Years Bcng ecember 31, Eupene
2010 5 2%
200 3%
2021 1250
Toul B 26
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Decomber 31,2017

ot o i v .
Corporate debt secuities 3 ECT 3 M § oo
B EE B W s S50
017 and 201 "
December 31, 2018, 2017 and 2016, o0, i, 3 018, 2017 and 2016,
gy T
Due within one year s se9 s 607
Toul B T 67
6 Credit Faciity
I Novernber 2012, instiation, o the credit il Interst o
125% 1 3.75%, with the by 4 n
The erdit  chinge
olders of our capitalstock, make investments orengage in transactons withcur affltes. The g d monthy. During LsvB
& i stock of
any ofour foreign subsidarcs.
T June 2017, perod of 12 monihs.
June 2
o June 2015, p 12 months.
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7. Geographic Data and Revene

ihousands
e
United Suates s e s e s 102017
Foreign 39901 23412
Totl revenue B wsk § 09§ 12617
Percentage of revenue generatd oviside of the United Sttes 0% 5% o
. Ses Note 1 for smmary of susments
Deferred Revene and Performance Oblgations
ey December 31, 2015,
Desember 31,201 y e e 24 monh, withth bl

Asol
recounized threafcr
8 Deferred Commissions

Defered commissions primarily conis of sals commisions that ar capialized as incremental contactoriginaton costs and were $19,630,000 and $18246,000 s of Decermber 31, 2018 and 2017, respecivly. For the years ended December 31, 2018, 2017 and 2016,

9. Stockholders’ Equity

Common Stack

had par 3 31,2018 nd 2017, Thee were 35,385,810 and Desember 31, 2018 and 201 i
Dscember 31, 2018 and 2017. Each shareof y o
Decenber 31, 2015,

Common Stock Warranis

I November 2012, The wareant wasfully exrcisable with a ten-year price p “Ths warrant ey on the
consolidated alance sheets.

T Apeil 2014, purchase up 0 33, in conncction with an amendiment o our redit iy at an pershar, of which 16,666 contingency. The i valuc of the
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On February 2, 2016, warrants for 86,666 shares were xcreised. At thefender s request,

fssued 75,406 shares,

the wartant he warrant Hibiliy was marked to market 55 of the
o March 2015,

31,2018 a0 2017 Gin housands e amounts):

Sarraws o Purchase

s i P e
Common stock 04 mos 4
Preferred Sack
of December 31, 2018 and 2017, we bad » or a1,
2018 nd 2017.
10, Stock-Bascd Compensation

B “2010 Plan')
the 2010 aureements, unil
Joyees, off

or unti they terminate or xpire by their tems. The 2010 Plan provided for the rant of incentive stock options, nonaualified opion, stock apprecation rght, and shares of rstricted stock o our
2010 lan.

In g 2015 o b fdicionsodoped he 2015 EltyInnive Pl he 2015 Pl and e ek hokdes ppovd e 201 i Ostober 01, Ths 2015 Pl becme i omecton wih the 170 s provides 1 he g of i sk s
e stock unts, s

v f i sk o Db 1, 201, e e 545942 s ofcomnon sk oz e e 201 Pl T 2015 oo e bt o s el vl
I Januay 1, beginning on Ja

5, by 4
grants. As of Decembes 31, 2018,
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2015 Pla,

aleser number of

ant et e,
Cerain stock excrcise of unsested shares. m i i sl o gt e imied vl f ot ot o0 e o . The ot il o e e S0k et st sk
on the dateof gant.

tock Exchange



INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

201 “ESPP) 2015, he PO, A tosal 07 33,
Espr. beginning January 1, January 1. 3025 by the lsserof 31 ofthe preceding
calendar y ar; 333 such by s of December 31, 201 8 there were 1 der the ESPP. The ——
rogh payrol dedactions of up o 15% of b plan limitations. Our the ESPP offerings. L but may not exceed 27 months nd may spcify one or mre shortcr purchase periods within the
offrng.
i market 3 31,2008,
ESPP in 2018 was 6186342 As of Decermber 31, 2015, 457,199 sharesar reserved for fture isuance under the ESPP.
Year Ended December 3,
None None. None
46.02%—4657% 295%—6310% sEm
2502800 200%-230% La
61 6162 61
S16.39-$2057 129381337 s17
e None. None
304%45.46% 2508%295% 4695% 59,71
21%—238% L07%— 145 035%0.60%
05 05 0s
314 s4265 S27.00-s3390 S18.43-52005
Options s 2867 s a6 s 4102
Resticed stock uits 17560 996 361
n 23 195 201
Totalstock-based compensation g T 0§ To7
£y
scription and support st ofrevenie s s s s a8
Profesional srviee and ther cost of evenue 975 59 a
W mrkating 6022 a3 3030
Rescarchand development 8338 023 3862
Generaland administraive 677 3958 280
B R Gem S Too7i

“Totlsiock-based compensation
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Decermber 31, 201§ i thousands
Weighed-
Shares ersze e
Oustanding at January 1, 2018 BT 55 65 5 e
Granted 20 um
Exeri (5) 744
Forfitedor canceled aos) e
Oustanding at December 31,2018 0 1400 65 30552
Vested and expectd o vest—December 31, 2018 0 109 65 30552
Exerisable i December 31, 2015 om0 925 59 a1
e December 31
ol
e S
Unvested at January 1, 2018 ®m S a0
Granted 7
Vested ) 128
Forfited o) 2047
Unvested at December 31, 2018 26 1689
The i $21.83 and 382 " 27,506 017 and 201 Iy, The
» 770,000, 54254000, 477,000, respectivel
Asof December 31, 2018 and 2017, 42000 i 27 yesrsand 2.1 i
Asof Decemier 31, 2018 and 2017 we had 51 31,200,
g dae, we il
vesed. The srvice condition i  fime-based conditon met e  vesting period. 5 determined by our board of diectors, which generally ranges from one to four years. The toal ©
December 31, 2015, "2 yearsas of December 31, 2015, As of Decembe 31, 2015, there are 3408,000 RSUs expected (0 vest withan agareate
value espestivel
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Theacivty for RSUs for the yearended December 31, 201 8 s fol

5 inthousands, except pershare amounts)

Unvested and utstanding at Jauary 1, 2015
Granted
Vested

Unvested and utstanding a Decermber 31,2018

. Income Tases

Los before provision fo ncome taxes was as follows:

Unied Sttes
Forcign
Toul

“The companents ofthe provision (benef) fo ncome taxeswere as fllovs:

Toul
Provision (benefi) for income axes

st o
o
sham
e W
i w3
(@) 2
05) 29
L0 nw
Ve Bated Dcember .
i T
o)
s o205 s s176) 1591)
ey s (0204)
g W) § @239 @55)
T ———— T — ETy
(@ houandsy -
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35 2 »
12 25 e
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Ve it Dicember 2.
g £
o
Expected ncome o beneitat e fedrs satutory e oo s s
i oo 6509
@a26) (10202)
) 2
68) 1182
Rescarch and developmen credis @236 630
0656 6124
. 2 =
I 263 a0
Icome 1 provision (encti) ER ) S Fii}
Defered Tas Asets and Liabiiies
e et et of emporry dtbilies sd for income ax purpases. ourdeered tax
follows:
= g
i ovseniy
Defored ta st
Netopering o camyforwards s oosi s s
Rescarch and devcopment credits a2u 20
Accruals and reserves 1555 2760
inion a3 a9
Stok-based compensaion 195 2310
“Total deferred ax assets o162 67
Defersd ta il
Depresaton and morization azsn any
Defered commissions @38 @756)
Captalized costs @) 774)
Totl deferd o it o8) G
Valustionllowance 0765) Ge9m9)
Net defered ta assets g @s) 3 o5y
At December 31,2015, 00 i ta-effcted federal,state and forsgn net operatng p— in 2019, Addional. st December 31, 2018, we had 1505000 i ncome 1 o, consisting primaily of fedral and st
These tx redit i unused. be 0
ofsccumuaed oses i it frsicions wellasour sbilty 10 futreperiods.
2018 and 2017, respctive

F26



INSTRUCTURE, INC.
Notes to Consolidated Financial Statements

. income taxes non . c matrial a1 Decermber 31,201 §
and Decerber 31,201 7
2018 and 201 i 20
“The Tax Cuts and Jobs Actwas nacted on December 22,2017 and the Company has evalated is mpact. The Act reducesthe USS.federal corporae tax rate from 35% 10 21%, Viabilies. 10 also equires
“The Company recordd  revaluaton of our dferrd tax asets nd lailis s of Decerber 31, 2017, a he new federal ate of 21%, based upon balances enaciment.
an overallforcin |

ol
for AP purposes. No addiional income taxes have been
opersions.

US incomn
provided fo any remaining undisributed forcign camings not subject 1o he ransition ax, o any additonal uiside basis difernce inherent in these eniis, 2 these amouns continue 10 be indefinely eimested in forcign

Uncertain Tux Positons

We sccount for uncrtiny in ovo-stp process. We first s more o [ based
tochrical mert. 12 tx Fnsncial The than 0%
upon ulimate setlement

gy T
ey e
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Unrecognized benefi—begianing of e year s 200 s s 70
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We file ta retums in the United Stats,the United Kingdom, Austali, the Netherands, Hong Kong, Sweden  Hungary, Mexica . Brazil and various state jurisdicions. A1l of ur ax

Value o Finane

Instruments

The i value of o » iabilty

Level 1 Quoted marketpricesinactiv markets for identical asstsor lilies

Level 2

Lol 3: Unobsersable inpus that re ot corraboraed by ke dta.

Level 1 and L Decerber 31, 2015,

ot Toay ooy o
Assts
Mney marketfunds s e s s .
ot deb sccur = 19 =
U Treasury bills 26057 — -
Totalassets B s § EER = 9108
Lisbltis:
Contingent isbiiy = = 2 2
“Totl lsilies B — 5 S ) E]
200,
Tt 7T IFTIES Yo
Mney marketfunds s s s s — 12046
Corporatedebt secur = 5607 = 607
Totlassets B [T s S — LB
Liablies:
‘Common stock warrant sl s — s — s 12 3
‘Contingent isbi — - L6y Lis
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he change in it March 2018, and th
was recopnized

The Rirvalve o
thousand

Balance at Janury 1,2017

5 =

relted 0 hange in fie valv warant lbilty 9

Tnitil extimate of fir valusof contingent by List

Balance ot December 31, 2017 5 1256

Eiinguishment of common stock warrnts 12)

Change in fir value of contingent bty (144)
Balance at December 31,2018 B

We have

asifed our labilty for contingent considertion relating 1o ouracquisiion of Practice XYZ, ne. which we closed in November 2017, witin Level 3 of the fis value hierarchy because the fir value is determined using the Monte Carl simultion model and

Fair libily. The hierrchy in o, assessment
oFthe transparency and reliaily o the inputs used in the valuation of such insrument at the measurement dte. Th fir value of the Level | caregory in an ctive market, The fi vale of he
Level 2.
that vary by asset el See Note 5. for
s information egarding th fi value ofour investments.
13, Commitments and Contingencies
iigation
We are involved i legal proceedings, including challenges 0 rademarks, fom time 10 e arsng in business. fnancial s of peratons,or
Lease Commitments
o e exy
e less in Sea December 31, 2018, The I tem 208, five-year perod. The base anmual rent payment is
700,000 ad s subject 10 annua reat escalson of 2%,
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Asof December 31, 2015, 2027
14, Employee Benefit Plan
We sponsor “401(6) Plan), The 40106 mandaed jurisdicton. The 401(4) Plan
prov s as1 s fouryear
Tor theyear endad December 31 2015, 2017 and 2016 was S931,000, SK05,000 and S619,000, respecivly.
15, Related-Party Transactions
edso, 2017 nd 201 " December 31, 2018 and 201

16 Seected Quarterly Financl

Data (unaudited)

Total revenues

Gros proit

Loss fom opersions

Netloss

Nt loss atriutsbl to common stckbolders

Netlossper common share atribuable o
common stockholders, bsic and dilued

0100 55 3Las1 30680
(11956) w25 (041 (11628
17 12538 (0734) aram)
) a253) ©0744) aam)

039 ©036) ) ©032) ©039)
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ubseque nt Exents

o January 2019, 2015 Employee Stock 1592361 nd 3333
I January 2019,
I February 2019, I for




None.

Tem 9A. Contrls and Procedures.

ion of discsure controls and procedures. Our managemment, with the patciption of our Chief Executive Offcr and Chie Financial Officer have evalused our dislosure controls and prosedures (s defincd in Rules
Exchange Actof 1934, a amended) a of the end ofthe period covered by this repor.

15(6) and 156-15(0) under the Secuites

s exaluston, our Chie et a in
. rded, processed, Jes and
Financil Off
Management's 1934, a5 amended), Our
it et Cos0”
Integrated Framevwork (2013 framerwork). All conrol systems ar subject 0 nherent imiations. Our management ha concluded tht, as of  December 31, 2018, our Fnancial used on these criei.
& Young LLP, 1 Reporton Form K.
fnancial ended December 31, Lorare affct, ur fnancial
rparing.
Inherent financial . ncluc Jementing, .
lingly. any Jud mater o o addi any
evalation of the policie or procedures may deerorae pade our

Ttem 9B. Other Tnformation.
ot applicabl.
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Lem 10. Directors, Exccutive Offcers and Corparate Governance.

w “Propesal No. 1 it Sand

@ “Int -

) “The information requied by his lem concerning compliance with Section 166) of the Securites Exchange Act of 1934, amended may be found inthe secton eniled “Section 16(1) Benefical Ownership Reperting Compliance” appearing in the 2019 Proxy Sitement. Such
informaton s incorporated herein by reference.

Hem 11, Exccutive Compensation.

e Dise 0 Analysis” nd “Equity Ce
Sttement.Such infomation s incorparted herein by reference.
Tem 12,
W “The informaton requred by this Tem withrespect o seurity ownership of crain benefical owners and management may be found unde the secton eiled “Sccurity Ownership of Cerain Benefical Owners and Managemen” appearing in the 2019 Proxy Sttement. Such
informaton s incorpoated herein by eference.
@ y Plan nformation” appesring
Heren by refrence
Tem Related »
o o o . - 0
@ The inf d by this be “Information Regaring the Board of Diretors and Corporate Govemance —Independence of the Board of Diectors™ and “Information Regarding the Board of
Ttem 14, i Feesand Services.
oy “Proosal No. 3 Regisered Publ Fimr"
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e 15 Exhibit, Financal Statement Schedule.
@ A Report on Form 10-K
@ a
@ 3 e 601 of Regulton S-K
© Extibic.
Eawe T
Number Decripton o Number b g Dt i it
i et and Pl of Mo, b smon e et s P Mo S L P Mesr SR LG Pl . o ey 15,2015
51 - ncorporsion, s e s November 15,2015
52 “ s 333207349 14
a s 207349 a1
w1 Fomnof e s S04 102
102+ st 333207349 103
res 2015 Eauie Incenine Pl s s3207349 104
04 Fomar . Nosice undr the 2015 0o 3629 101
s+ Fomnof Resticted Stk Unt G v Eaquity Incsive Pl s w2 106
106+ p s 33207349 107
w07+ Fomor: s 108
108+ NonEmployes D S s1 109
m Lo Mill Bing V. L. e October 2201 s 333207349 100
w10 E Buiding 1V, LLC,dated Octoher 302014 s S04 i
o . IV, LLC. dned Augst 11,2015 s S04 w2
w2 L Anended and Resited Lo and b et the Registantand Silcon Vally Bank dated 0o 03729 01 August2,2017
e
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Eaiic
Numbee

Descripion Eaic Pl Herewin
[ ke daed Apel 1 2013 [ Octoher9, 2015
val LLC. doted November 10,2016 0137629 101 Noveber 15, 2016
Jad May 4,201 0137629 101 August 1,2018

Eirst Amendment o the Sccond Amended and Restted Loan and Securit Asteement by and between Resisrant and Silicon 0137629 102 August 12018

Valley Bank. dated March 30, 2005
1017 d Amend th Second Amended and Restated Loan and Secuity Agreement by and between Registrant and Siicon 100 0137629 103 August 1, 2018

Valley Bank.dated June 28 2015,
21 ‘Consentof independent Registcred Public Accountng Firm. x
311 pricipa! Ficerunder 2002 x
512 principal Financial Offcerunder 200 X
210 sion of Chiel Exceus 4 Chief Financial Offce P 15y 1350 o Adopted Pursant x

‘Scction 90 ofthe Sarbanes-Onlev Act o 2002
101N XBRL Insince Document x
1o1scH XBRL Taxonomy Extension Schema Document x
1oLeAL XBRL Taxonomy Extension Calulation Linkbase Document x
10LDEF XBRL Taxonomy Extension Definiion Linkbase Document x
101148 XBRL Taxonomy Extension Labe Linkbase Document x
10LPRE XBRL Taxonomy Extension Presentation Linkbase Document x
+ Indicates management conteact or compensatory plan.
. b the Company’s filings under the Secuities Act o 193 et 1934, a5 amended, incorporaton language

e in sny such iling
+ A Plan of Merger Regulation S
i c o

Tem 16, Form 10:K Summary

Notapy

cable.
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Date: February 20,2019

CERTIFICATION PURSUANT TO
RULES 13a-14(s) AND 150-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
as 0 SECTION 302 OF \ACT OF 2002
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CERTIFICATION PURSUANT TO
RULES 13a-14(s) AND 150-14(s) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
as 10 SECTION 302 OF -OXLEY ACT OF 2002
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Pursuant 10 the requirment st forh in Rule 13a-14(8) ofthe Securiies Exchange Actof 1934, s smended (e * Exchange Ae ©), and Section 1350 of Chapter 63 of Tl 18 of the Unitd Staes Code (18 U C. §1350), Daniel Goldsmith, Chief Exceutive Offcr of Instrctue,Inc. (the
“Company”),and Steven B. Kaminsky, Chif

CERTIFICATION PURSUANT TO
18 US.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
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