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PART I.
SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

Thisreport contains forward-looking statements regarding future events and our future results that are subject to the safe harbors created
under the Securities Act of 1933 (Securities Act) and the Securities Exchange Act of 1934 (Exchange Act). All statements contained in thisreport
other than statements of historical fact, including statements regarding our future results of operations and financial position, our business strategy
and plans, and our objectives for future operations, are forward-looking statements. The words “believe,” “may,” “will,” “estimate,” “ continue,”
“anticipate,” “goal,” “plan,” “intend,” “expect,” “seek”, and similar expressions are intended to identify forward-looking statements. We have based
these forward-looking statements largely on our current expectations and projections about future events and trends. These forward-looking
statements are subject to a number of risks, uncertainties and assumptions, including those described under “Part |, Item 1A. Risk Factors,” and
elsewherein thisreport. Moreover, we operate in avery competitive and rapidly changing environment. New risks emerge from time to time. It isnot
possible for our management to predict all risks, nor can we assess the impact of all factors on our business or the extent to which any factor, or
combination of factors, may cause actual resultsto differ materially from those contained in any forward-looking statements we may make. In light of
these risks, uncertainties and assumptions, the future events and trends discussed in this report may not occur and actual results could differ
materially and adversely from those anticipated or implied in the forward-looking statements.

" ow
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Y ou should not rely upon forward-looking statements as predictions of future events. The events and circumstances reflected in the forward-
looking statements may not be achieved or occur. Although we believe that the expectations reflected in the forward-looking statements are
reasonabl e, we cannot guarantee future results, levels of activity, performance, or achievements. We are under no duty to update any of these
forward-looking statements after the date of this report or to conform these statements to actual results or revised expectations.

”ow ” ow

Asused in thisreport, theterms“Model N,” “Registrant,” “we,
unless the context indicates otherwise.

us,” “our,” and “the Company” mean Model N, Inc. and its subsidiaries

Item 1. Business
Overview

Model N isaleader in Revenue Management cloud solutions for life science and technology companies. Driving mission critical business
processes such as configure, price and quote (CPQ), rebates and regul atory compliance, our cloud solutions transform the revenue lifecycle from a
series of disjointed operationsinto a strategic end-to-end process. With deep industry expertise, we support the unique business needs of the
world'sleading brandsin life science and technology across more than 100 countries. A representative list of our customers based on our total
revenues for the fiscal year ended September 30, 2015 includes our life science customers Allergan, Amgen, Boston Scientific, Bristol-Meyers Squibb,
Boehringer Ingelheim, Johnson & Johnson and Merck, and our technology customers Intel, Fairchild, Global Foundries, Maxim, ST Micro and
VMware.

Many life science and technology companies face a gap between the strategic importance of revenue management and the current state of
their revenue management processes. Historically, most companies have relied on adisjointed patchwork of manual processes, spreadsheets, point
applications and legacy systemsto manage their revenue processes. These processes and systems are labor intensive, error prone, inflexible, siloed
and costly, often resulting in missed revenue opportunities and increased revenue compliance risk. Industry trends, including shortening product
lifecycles, tightening compliance and regulatory controls, increasing channel complexity and growing volumes of transactional data are now causing
these outdated processes and legacy systems to becomeincreasingly ineffective.

Our domain expertise in revenue management cloud solutions for the life science and technol ogy industries has enabled us to develop
applications designed to meet the unique, strategic needs of these industries, such as managed care and government pricing for life science
companies and channel incentives based on design wins for technology companies.

Our portfolio includes several complementary software applications:

. Revenue Enterprise Cloud—abroad set of transactional applications that serve as a system of record for, and automate the execution of,
revenue management processes such as pricing, contracting, compliance, incentive and rebate management. This suiteincludes our Price
Management, Deal Management, Contract Management, I ncentive and Rebate Management and Regulatory Compliance Management
applications, which can be purchased together as a suite or as separate stand-alone applications.
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. Revenue Intelligence Cloud—a broad set of intelligence applications that provide the analytical toolsinsightsto define and optimize
revenue management strategies. This suite includes our Price Analytics, Brand Analytics, Channel Analytics, Managed Markets
Analytics and Global Pricing Market Analytics, which can be purchased together as a suite or as separate stand-al one applications.

. Revvy — abroad set of multi-tenant cloud applications natively built on the Salesforcel Platform from salesforce.com. Revvy provides
customers with predictable pricing, elastic infrastructures, and ease of implementation. Our partnership with salesforce.com presents us
with an opportunity to combine customer relationship management (CRM) with Revenue Management and to deliver vertical-specific
applications built on the Salesforcel Platform for the pharmaceutical, manufacturing, medical devices, and semiconductor and component
manufacturing industries. This suite includes our products Configure, Price and Quote (CPQ), Global Price Management (GPM) and Sales.

These applications can be configured to meet the specific needs of our customers, and enables them to maximize:
o revenue by devel oping more effective pricing and contracting strategies using internal data and third-party market data;
. selling time
. for both their direct sales force and indirect channels;
. by responding rapidly to quote and proposal requests;
. by processing high volumes of rebates and incentives quickly and accurately; and

. revenue per opportunity by monitoring contract performance and compliance;

Our customer deployments range from individual applicationsto our complete suites. Our on premise implementations are typically purchased
through perpetual licenses and related implementation services and usually include ongoing maintenance support and application support. We
recogni ze revenues from the sale of our perpetual licenses and related implementation services on a percentage-of-compl etion basis over the expected
implementation period. Our cloud-based implementation and solutions are purchased through a subscription to our solutions and related
implementation services. We recognize revenues from the subscription and related implementation services ratably beginning the day the customer is
provided access to the subscription service through the longer of the initial contractual period or term of the customer relationship. In fiscal year
2015, wetook several stepsto transform our business model in order to increase the percentage of our business coming from Software as a Service
(SaaS) and maintenance revenues (our recurring revenues). The Revenue Enterprise Cloud and Revenue Intelligence Cloud suites are available to
customers both through the cloud and on-premise. The Revvy suite is available only through the cloud. We believe we have an opportunity to
accelerate the shift in our business model to recurring revenues, as SaaS is gaining wider acceptance as adelivery model in the life science and
technology industries.

Overview of the Life Science and Technology Industries

Thelife science and technology industries are large and highly fragmented and market their productsto aglobal customer base through
diverse channels. Significant costs are required to launch a drug to the market; regulatory pressures, consolidation, and other factors are driving
significant focus on revenue management.

Management of the revenue lifecycle is a strategic imperative and source of competitive advantage for life science and technology companies
asthey address increasingly globalized markets, sophisticated buyers, complex channels and expanding volumes of datafrom internal and market
sources.

Several trends specific to the life science and technology industries further complicate revenue management.

Life Science:

. emergence of large group purchasing, managed care organizations and integrated healthcare delivery networks, which drive increased
pricing pressure, contract volume and complexity;

. increased customer and channel incentives and rebates resulting in the increased risk of extending unearned discounts and the
overpayment of rebates;

o shift of purchasing influence from physicians to economic buyers, which makes the price and the commercial terms key decision making
factors;



increased spending on healthcare by governmentsinstead of commercial entities, which add further regulatory oversight to transactions;
and

increased scope of government mandates, frequency of regulatory reporting and audits, and fines, al of which increase administrative
burden and monitoring costs.

Technology:

shortened product lifecycles, which drive rapid pricing changes and require quick responses to quotes and competitive bidding;
increased number of core technology products sold into different end markets with segment-specific pricing;

cyclicality and rising R& D costs are contributing to afocus on maximizing sell time, margins and revenues;

increased complexity of multi-tiered global distribution channels, which intensify channel conflict and price erosion;

changing financial reporting requirements due to channel complexity; and

increased use of off-invoice discounting to offset upfront discounts and mask end-customer pricing, which resultsin alack of price
transparency that can erode gross margins.

Challengesto Effective Revenue M anagement

Traditionally, many life science and technology companies have addressed revenue management through a patchwork of manual processes
and inflexible and costly custom systems. The current state of revenue management systems impedes the ability of companies to respond to rapidly
changing market conditions, which prevents them from maximizing revenue and increases their revenue compliance risk. Critical challengesinclude:

Incomplete and unreliable information for key strategic decisions. The legacy manual processes and systems used to manage the
revenue lifecycle creates silos of data, which cause companies to make strategic marketing, pricing and resource all ocation decisions that
are often based on incompl ete or inaccurate information. As aresult, revenue strategies can be suboptimal, budgets may be misallocated
and sales and marketing efforts can fail to positively impact revenues.

Revenue leakage due to inadequate contract management and enforcement. Customer-tailored contracts with complex pricing and
commercial terms are common in both the life science and technol ogy industries. When the commercial terms of these contracts are not
automated and monitored systematically, deviations from contract pricing can occur, volume commitments can be missed, unearned
discounts may be given and revenue can be | ost.

Revenue leakage due to overpayment of incentives. Life science and technology compani es process massive volumes of rebates and
incentives. A lack of centralized, automated and enforceabl e processes can result in overpayment of incentives. Revenue leakage is also
driven by inconsistent global pricing, poor price concession controls, and unmet contractual volume commitments.

I neffective pricing across geographies and complex channels. Sophisticated buyers deploy global procurement strategiesto discover
and exploit regional and channel differencesin pricing and contracting. The inability to enforce asingle price for a specific sales
opportunity across regions and channels can result in channel conflicts, which result in price and revenue erosion.

Inaccurate financial reporting. Complex contracts and distribution channels have made it more difficult to obtain and process financial
information, which can result in inaccurate financial reporting. For example, technology companies face significant complexity in financial
reporting and revenue recognition at the point of salein their distribution channels. Life science companies have significant challenges
correctly accruing their massive rebate and incentive claim volumes.

Difficulty complying with complicated government regulations. Satisfying the regulatory requirements of numerous federal and state
programsisincreasingly complex for life science companies. For example, government-driven programs require complex monitoring and
reporting to compute and pay mandated rebates and fees under numerous federal and state programs. Government audits can expose
ineffective management of these regulatory requirements and can result in penalties or program ineligibility.
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Our Solutions

Our customers use our solutions to achieve significant returns on investment, improve gross margins and address vital business objectives

by:

Driving optimal pricing and contracting strategies. Our customers use our solutionsto develop, deploy, monitor and drive optimal
pricing and contracting strategies. Our solutions consolidate information across the revenue lifecycle and provide visibility into historical
volume, price and contract performance trends. Our pricing analytics enable our customers to identify untapped revenue opportunities
across customers or products and make better pricing and contracting decisions.

Realizing greater value from contracts. Our solutions enable customers to codify and automate complex pricing, incentives and financial
and fulfillment terms that previously resided mainly on paper contracts. Our customers are able to maximize the value of contracts and
realize additional revenue by tracking their customers' performance and enforcing contract terms. Our solutions automatically price orders
in real-time and enforce contract pricing and commercial terms. Our solutions also enable customers to track and execute other revenue-
enhancing financial terms, such as negotiated price increases.

Maximizing revenue by standardizing and enforcing pricing and discounting policies. Our solutions allow customersto standardize
pricing policies that can be automatically enforced across the enterprise and the channels to restrict unauthorized sales practices and
discounting by sales personnel. By raising the visibility of, requiring authorization of, and enabling rapid resolution of, non-standard
pricing, our customers can use our solutions to reduce unauthorized discounting. Through our channel solutions, our customers can gain
visibility into and enforce channel pricing, and reduce price erosion caused by different price quotes for the same end customer.

Executing and optimizing channel incentives. Our solutions enable customers to manage the entire incentive lifecycle, from contracting
to recognition and payment. Accurate management allows our customers to eliminate unearned discounts and overpayment of incentives.
Our solutions al'so provide our customers with greater cross channel visibility to manage the effectiveness of their channel incentive
programs. With thisinsight, our customers can better utilize their channel incentives to positively influence channel behavior and thus
increase revenue.

Achieving accurate financial reporting. With our solutions, customers can manage all aspects of the contract-to-payment process
related to calculating, monitoring, processing and triggering payments to end customers and channel intermediaries. For example, by
automating all rebates, these liabilities can be accurately accrued, enabling our customers to consistently record accrualsin compliance
with financial accounting requirements, while ensuring customers and channels are credited on atimely basis.

Automating government regulatory compliance to reduce revenue risk. Our solutions enable customersto systematically comply with
government regulations, policies, procedures, and pricing and reporting requirements. Further, by automating and integrating contract
terms, incentives and pricing into mandated price and payment calculations, our life science customers are better able to manage
compliance with the terms of critical government programs that provide significant sources of revenue.

Our Competitive Strengths

We believe our key competitive strengths include:

Comprehensive approach to revenue management. Our solutions address the end-to-end revenue management lifecycle. Our integrated,
end-to-end application suites enable our customers to transform their revenue management processes from disjointed tactical operations
into a cohesive, strategic, end-to-end process. Providing suites of both intelligence and transactional applicationsis an advantage that
enables us to address both decision making and process automation.

Deep domain knowledge. Our expertise in the revenue management needs of life science and technology companies enables usto
develop solutions that address the unique demands of these industries. By incorporating best practices into our industry-specific

sol utions, implementation methodol ogies and support programs, our customers can experience significantly accelerated timeto value. Our
team possesses the deep industry expertise in life science and technology to enable our customers to maximize and accelerate the
transformational benefits of our solutions.

Strong installed customer base. We have established a reputation for delivering revenue management solutionsto leading life science
and technology customers. Our close customer relationships provide us with insight into how these companies use our solutions and
help us to maintain a competitive advantage by anticipating their future requirements. We also believe that the use of our products by
respected industry leaders also increases the value of our brand in these industries.
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Flexible delivery options. Our modern, web-based platform supports both on premise and cloud deployments. By offering both delivery
options, we are able to reach alarger group of customers, address their unique needs and deliver cost and operational benefits.

Talented team focused on customer success. We employ experts from the life science and technology industries in key customer-facing
and development roles. Additionally, we have established strong core values that start with afocus on customer success. Our customer
focus has resulted in close relationships with our customers and a strong reference base for sales opportunities.

Our Strategy

Our leadership strategy for revenue management solutions includes the following key elements:

Increasing salesto existing customers. We plan to improve our sales execution in order to increase revenues from our existing customers
by expanding their use of our solutions across their business, including selling into additional divisions and product lines, aswell as
international operations, and by cross-selling additional applications.

Expanding our customer base. We believe the global market for life science and technol ogy revenue management solutionsislarge and
underserved, and we intend to continue to make investments to drive awareness and adoption of revenue management solutionsin our
target industries. We intend to continue to aggressively pursue new customers by targeting senior level decision-makerswithin leading
life science and technology companies by highlighting the strategic benefits of integrated revenue management.

Introducing new applications and enhancing existing solutions. We have along history of product innovation which has driven the
development of deep industry specific applications across our several complementary product suites. We have anumber of new products
under development as well as continued innovations to our existing products. We intend to continue to develop innovative products and
expand platform capabilities and functionality to meet the evolving needs of life science and technology companies.

Extending into the mid-market through the cloud. Weintend to expand our customer base into small and medium sized businesses
through continued devel opment and deployment of our cloud-based solutions. Our cloud-based solutions significantly reduce the time
and cost of implementing our revenue management solutions and, when combined with our subscription sales model, provide an end-to-
end revenue management suite that iswell suited for small and medium sized businesses.

Expanding our presencein the technology industry. Our first customer in the technology industry wasin the semiconductor vertical and
we subsequently expanded into other technology verticals such as consumer electronics and software. We plan to continue to expand
into these and adjacent technology markets, including by leveraging the installed customer base and technology of Infonow Corporation
(dba: Channelinsight), a provider of data channel management solutions, which we recently acquired.

Global Pricing Market. Optimize pharmaceutical pricing and product launch decisions and satisfy regulatory reporting requirements
across countries by analyzing internal and external pricing datain atimely manner and by fostering efficient and proactive global pricing
collaboration. This application connects pricing stakeholders globally in real time and around a common global pricing repository, which
includes prices and price structures, expected price events and global pricing market rules.
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Products

We provide solutions that span the organizational and operational boundaries of functions such as sales, marketing and finance, and serve as
asystem of record for key revenue management processes including pricing, contracts, rebates, incentives and regulatory compliance. Our
application suites are purpose-built for the life science and technology industries and are designed to work with enterprise resource planning (ERP)
and customer relationship management (CRM) applications that do not typically provide revenue management capabilities by enabling real-time
pricing, managing contracts and automating channel incentives management, including rebates, incentives and regulatory compliance. Each suiteis
comprised of several applications, which are integrated to work together but which may also be deployed individually. For example, when deployed as
an interconnected suite, our applications allow prices set up in the price management processto flow into the quoting process. Similarly, closed deals
are captured in contract management and can be synchronized with ERP systems and into regulatory reporting as required by government agencies.
Our solutions provide critical datathat istypically not availablein either CRM or ERP systems, such as prices, quotes, contracts, incentives and
rebate claims. Our applications can also provide customers predictive revenue insight optimization of sales and marketing investments and offers, and
customer profitability intelligence.

Revenue Enterprise Cloud—a suite of enterprise applications designed to automate the end-to-end revenue management processes i ncluding:

o Price Management. Manage the entire pricing lifecycle from price strategy to execution, serving often as the pricing engine and system
of record for pricing. Implement sophisticated pricing rules and guidelines to enforce pricing consistency across geographies and
transactions, resulting in accurate, real-time pricing and improved margins. By using atransactional pricing engine that references various
price sources, price points and business rules, this application enables customers to reduce quote turnaround time and ensures accurate
pricing across overlapping contracts, quotes, agreements or other pricing documents.

o Deal Management. Develop and optimize deals and contracts to maximize revenues by integrating |ead and opportunity tracking, offer
development, pricing and contract compliance to drive more accurate pricing, contract terms and performance metrics. The application
supports an iterative negotiation process by escalating special discount requests based on configurable business conditions, suggests
pricing guidelines and provides tools for decision makers to analyze the deal and its margins and compare the deal to similar deals. The
approved quote or activated contract creates, through standard integration, arecord in the ERP system so that orders posted against the
contract or quote are priced correctly.

o Contract Management. Improve execution of pricing and incentives strategies on contracts, capture and enforce pricing policies and
manage the entire contract lifecycle from offer development to contract compliance. The application manages all the stepsto create and
review contracts by pulling pricing information from the pricing engine. It includes sophisticated conditional workflow capabilities that
route the contract for review and approval. The application also includes industry-specific capabilities that are designed to allow our
customersto maximize individual contract value, increase overall contract revenue and reduce price erosion by systematically tracking
and enforcing compliance with contract terms and customer commitments.

. I ncentive and Rebate Management. Drive more effective and accurate management of awide range of customer and channel incentives,
such as healthcare provider rebates, managed care rebates, wholesaler chargebacks and inventory management agreements by
monitoring, processing, calculating and approving the payment of incentives based on contract terms, direct and indirect sales, product
utilization, customer eligibility and other internal and external performance data. This application supports the process of creating and
defining incentive and rebate programs and routing them through complex multi-step approval processes for final approval. Once
programs are activated, the application processes direct and indirect sales lines and validates whether they are subject to and eligible for
an incentive payment. The application rejects incorrect data and cal cul ates and approves payment information that is submitted to the
financial systems. This application can also be used by finance functions to cal culate and track the accrual of financial liabilities and
enables customers to create reports that track the effectiveness of their incentive programs.

. Regulatory Compliance Management. Enforce compliance with statutory and financial regulations and their revenue recognition
policies by calculating and reporting mandatory government prices such as Average Manufacturer Price, Best Price and Non-Federal
Average Manufacturer's Price, aswell as process and pay government claims for Medicaid, Tricare and other mandated federal and state
healthcare programs. The application can be used in conjunction with our other applications to promote effective risk management and
reduce compliance risk.



Revel

nue | ntelligence Cloud—a suite of revenue management business intelligence applications that enable customersto analyze revenue

drivers and optimize revenue outcomes by delivering industry-specific visualizations, analyses and actions including:

Price Strategy. Develop, analyze and optimize price strategies by combining internal revenue management data and external market data
across customers, products, geographies and channels. Utilizing this data, this application measures and analyzes performance by
employing industry-specific data visualizations and custom analyses to provide visibility into all elements of the pricing process, in
addition to insightsinto profitability and revenue risks.

Brand Strategy. Identify and pinpoint drivers of brand performance that influence market demand to optimize sales and marketing spend
at national and regional levelsfrom product launch to sunset with insights from internal and external syndicated data providing
meaningful insightsinto customer behavior and competitive dynamics. Marketing and brand managers can leverage these advanced
analytics capabilities to validate their sales forecasts and gain insightsinto how formulary status or other payor and physician dynamics
affect brand performance at aregional level. Sales personnel receive actionable targeting guidance and performance against plansin order
to optimize their sales efforts.

Channel Strategy. Increase the effectiveness of global distribution by aggregating and tracking channel data for accurate and timely
visibility into revenue and profit trends. This application aggregates and tracks a broad set of internal and external channel data, such as
design registrations, point-of-sale claims, opportunity registrations, quotes, wins, contracts, contract compliance data, inventory and
chargeback. Robust analytical capabilities allow channel and trade managers, sales teams and executivesto gain accurate and timely
visibility into revenue and profit trends by distributor, wholesaler, end customer, product, region and country and actionable intelligence
on market trends through key metrics and alerts.

Managed Markets Strategy. Analyze and optimize market strategy by determining which healthcare payers or insurance plans have the
biggest impact on brand revenues, how formulary status influences market access across regions and how market shareistrending
against competition in key markets by using syndicated data to assess performance against market strategy. This application integrates
external syndicated data sets with internal sales and promotional data, such as call plans, samples and sales alignment, to provide
actionable intelligence.

Revwvy—asuite of multi-tenant SaaS based applications built on the Salesforcel Platform designed to automate the end to end Revenue
Management lifecycle including:

Technology

Rewvy Configure, Price, Quote (CPQ): Streamlines the quote to contract process by enabling the configuration of complex services,
bundles and solutionsin an easy to use, intuitive user interface. This application provides seamless integration with the SAP ERP
system and SAP Variant Configurator. This application can significantly reduce the average time needed for sales representatives to
present a professional proposal to a prospective customer.

Rewvy Global Price Management. Optimize pricing and product launch decisions and satisfy regulatory reporting requirements across
countries by analyzing internal and external pricing datain atimely manner and by fostering efficient and proactive global pricing
collaboration. This application connects pricing stakeholders globally in real time and around a common global pricing repository, which
includes prices and price structures, expected price events and international reference pricing rules.

Revvy Sales: Provides sales management a consolidated view of their sales funnel with analytical capabilities to assess funnel trends
and drill through by customers, products, geographies, or people. This application delivers a 360 view of customer accounts such that
sales representatives have full visibility into account information that will help them drive customer adoption. This application also
provides powerful solution selling capabilitiesthat allow sales representatives to maximize socket wins. Thisfeature is also very relevant
for new sales representatives or post-acquisitions when selling a consolidated portfolio.

The Revenue Management application suites are architected in layers. Thefirst layer is composed of end-user operational and analysis
applications. The middle layer consists of supporting services and business engines, and the lowest layer consists of aunified technology platform
used to construct and support all modules at the higher layers. The platform also provides access to the normalized operational database where the
transactional revenue management data used by the operational applications are stored. It also provides access and facilitates the synchronization

with the de-

normalized analytics database where the revenue management data used by the analytics applications are stored.

The Revenue Enterprise Cloud and Revenue I ntelligence Cloud suites are built on industry standards, such as Java EE and HTML5, which
give the end-users of our applications an intuitive and familiar browsing experience. These standard technol ogies enable us to offer our customers a
familiar technology environment that iswidely understood and utilized.



The Revvy suiteis built on the SalesForcel Platform with engines built using industry standards such as NodeJS. These technol ogies enables
us to offer our customers cloud-based applications through desktop, tablet, and mobile devices.

Our technology platform has allowed usto quickly devel op new applications, features and functionalities. We believe that the platformis
configured to meet the needs of a specific vertical market and, within each instance, to meet the specific needs of each of our customers. The
flexibility of the technology platform has also allowed us to add mobile device support and deploy cloud-based solutionsin arapid and efficient
manner, and we believe it will enable us to continue to add new capabilitiesin the future.

Our technology is designed specifically to handle the complex calcul ations and massive data sets associated with revenue management
processes typical in the life science and technology industries. With the expansion of global deployments, scalability has also been akey requirement
of our customers and has been afocus for us across all of the layers of our application suites.

Our solutions have been designed to ensure high reliability, strong security and the technology platform includes a comprehensive set of
built-in features and management toolsto allow optimal and continuous operation. The Revenue Enterprise Cloud and Revenue Intelligence Cloud
suites are available to customers both through the cloud and on premise. The Revvy suiteis available only through the cloud. We operate areliable
architecture designed to reduce the risk associated with infrastructure outages, improves system scalability and security, and allowsfor flexibility in
deployment. The environment for our cloud-based solutionsis secured and is designed to provide high availability with disaster recovery
capabilities. Our cloud-based solutions are operated through three third-party data centers located in Missouri, Texas, Massachusetts and through
Amazon Web Services.

Servicesand Customer Support

Leveraging deep industry and subject matter expertise, we offer acomprehensive set of servicesto assist our customers through the full
lifecycle of new business transformations or upgrades of existing solutions. We help our customers define, implement and then support or manage
our solutions. We provide implementation services, managed services and strategic services both on and off-shore, as described below.

. I mplementation services. We assist our customers in the implementation or upgrade of our Revenue Enterprise Cloud and Revenue
Intelligence Cloud solutions, including project management, design and solution blueprint, processimprovement, application
configuration or customization, systems integration, data cleansing and migration, testing and performance tuning, production cutover
and post go-live support.

. Managed services. We offer managed services for customers using either our on premise solutions or our cloud-based solutions, which
include systems administration and infrastructure management, application support, and education services, including process,
application and end-user training.

. Strategic services. We assist our customers in defining best practices and strategies in revenue management, assessing the capability of
existing transaction and decision support solutions, devel oping business cases for change and transformation plans and answering
strategic questions using our Revenue I ntelligence Cloud suite to analyze available market data.

o Customer support. We deliver 24x7x365 customer support from support centerslocated at our corporate headquartersin Redwood City,
California, aswell as at our officesin Hyderabad, India. We offer awide range of support offerings packaged into varying levels of access
to our support resources.

For project delivery, we use a standard implementation methodol ogy incorporating lessons learned from past work to ensure the success of
our current projects. This methodology enables usto predictably estimate project costs and schedule, and proactively mitigate most implementation
challenges.

In addition, we have cultivated relationships to promote and assist with the implementation of our solutions with consulting firms, including
global firms such as IMS Health Incorporated and industry specialists such as HighPoint Solutions, LLC. While we do not maintain formal contractual
relationships with these firms that require them to promote our solutions to their clients, we work with them for implementation and other professional
services projects. As aresult, these firms have expertise in our technologies and best practices and have invested in building out their practice areas
with our revenue management solutions.

We deploy our resources globally through offices located in the United States, India, the United Kingdom and Switzerland.
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Customers

We market and sell our solutions to customersin the life science and technology industries. As of September 30, 2015, we had 84 license and
subscription customers across the life science and technology industries, excluding five divisions or subsidiaries of certain of our customers. For the
fiscal year ended September 30, 2015, revenues from our life science and technology customers accounted for approximately 84% and 16% of our total
revenues, respectively. Our customersrange in size from the largest multi-national corporationsto smaller companies. Our customers represent a
range of sub-verticalswithin these industries, including biotechnology, pharmaceutical, medical device, semiconductor, €l ectronic component,
consumer electronics and software markets.

We pursue close, long-term relationships with our customers because we believe strong customer relationships are the key to our success. Our
agreements with our on premise customers typically provide for the purchase of a perpetual license to the software and related i mplementation
services. A majority of these implementation services are determined at the initial purchase of the software. Customers can order additional
implementation services pursuant to additional statements of work on a project by project basis, but they do not have any obligation for future
purchases beyond what is agreed to in theinitial contract or statement of work. Customers also purchase, at their discretion, maintenance and
support services on an annual basis. Each of our SaaS customers enter into a subscription agreement that provides for a subscription to our
applications as well as related implementation services for aspecified term. We sell to multiple divisions within our customers' organizations, which
have the ability to independently purchase solutions and services directly. However, we treat multiple divisions as a single customer to the extent
they are part of asingle organization. During the fiscal year ended September 30, 2015 and 2014, one customer, Johnson and Johnson, accounted for
approximately 11% and 15% of our total revenues. During the fiscal year ended September 30, 2013, two different customers, accounted for
approximately 12% each of our total revenues.

Salesand Marketing

Our sales and marketing team is focused on expanding rel ationships with existing customers and adding new customers. We primarily target
large and mid-sized organizations worldwide through our direct sales force. Our sales and marketing programs are a so organized by geographic
region. We have historically focused our sales effortsin the United States, but we believe markets outside of the United States offer a significant
opportunity for growth and intend to make additional investmentsin sales and marketing to expand in these markets. We augment our sales
professional s with solutions engineers and industry domain experts who work closely with prospective customers during the sales process. Our
marketing team supports sal es with demand generation, competitive analysis and sales tools, and contributes to the sal es process through lead
generation, brand building, industry analyst relations, press relations and industry research.

Our sales and marketing efforts are tailored to communicate effectively to senior executivesin our target industries. We believe our industry
expertise enables a better understanding of our customers' unique needs, including the specialized business requirements of industry segments, such
as pharmaceutical, biotechnology, medical device, semiconductor, consumer electronics, manufacturing and software. Asaresult, we believe we are
able to engage our customers during the sales process using quantitative and qualitative benchmarks built on a combination of comparative datafrom
our customers and from surveys of these industries.

We host an annual customer conference, Rainmaker, which plays asignificant rolein driving sales for our solutions. Customers are invited
both as attendees and participants to deliver sessions relevant to the interests and practices of the life science and technology industries. We also
invite potential customersto this conferencein order to leverage our strong customer references to accelerate sales cycles. In addition, Rainmaker
provides aforum to build our eco-system of strategic partner relationships, offering partners the opportunity to work closely with our salesforce on
joint sales pursuits.



Resear ch and Development

Our reputation benefits from our continuous commitment to research and devel opment and our ability to make timely introductions of new
products, technologies, features and functionality. Our research and devel opment organization is responsible for the definition, design, development,
testing, certification and ongoing maintenance of our applications. Our research and devel opment expenses were $17.9 million, $18.7 million, and $16.8
millionin the fiscal years ended September 30, 2015, 2014, and 2013, respectively. We also capitalized $2.5 million, $0.4 million and $3.7 million of
software development costsin the fiscal years ended September 30, 2015, 2014, and 2013, respectively, related to the devel opment of certain
additional software as a service offering that will only be offered through the cloud. These capitalized costsinclude all direct employee related costs.
Our efforts are focused on devel oping new applications and core technologies and further enhancing the functionality, reliability, performance and
flexibility of existing solutions. When considering improvements and enhancements to our applications, we communicate with our customers and
partners who provide significant feedback for product development and innovation. We focus our efforts on anticipating customer demand by
quickly bringing our new applications and new versions of existing applications to market in order to remain competitive in the marketplace. We also
closely monitor the changes in business environment and regulationsin our target industries, particularly in life science, where quick deliveries of
updatesto our applications are critical to allowing our customersto remain in compliance with government regulations.

Because our solutions often serve as a system-of-record for our customers' revenue management processes, our research and devel opment
effortsreflect the extensive I T needs of our customers in both life science and technology. Our research and devel opment efforts continue to focus
on enhancing our solutions to meet the increasingly complex infrastructure requirements of our customersin these industries.

Our product development processis based on deep industry knowledge and familiarity with the specific requirements of individual customers,
combined with continued innovation using state of the art software development processes and tools. We follow an “ agile’ development process,
which helps us clarify requirements and receive feedback early, accommodate changes and deliver products that better match the overall needs of our
customers with higher quality.

As of September 30, 2015, our research and development team consisted of 257 full-time employees globally.

Competition

The market for revenue management solutionsis highly competitive, fragmented and subject to rapid changes in technology. We face
competition from spreadsheet-assisted manual processes, internally developed solutions, large integrated systems vendors, horizontal revenue
management sol utions and smaller companies that offer point solutions. Companies lacking information technology (1T) resources often resort to
spreadsheet-assisted manual processes or personal database applications. In addition, some potential customers, particularly large enterprises, may
elect to develop their own internal solutions, including custom-built solutions that are designed to support the needs of a single organization.
Companies with large investmentsin ERP or CRM applications, which do not typically provide revenue management capabilities, may extend these
horizontal applications with customizations or point solution applicationsin order to address single or asmall set of revenue management sub
processes or drivers. Common horizontal applicationsthat customers attempt to configure for this purpose in the life science and technology
industries include large integrated systems vendors like SAP AG and Oracle Corporation. We also encounter competition from small independent
companies, which compete on the basis of price, unique product features or functions and custom devel opments.

We believe we compete based primarily on the following factors:

o industry expertise;

. comprehensiveness of solution;

. flexibility of delivery models, on premise and through the cloud;

. reliability, scalability and performance;

. global system and support capabilities; and

o industry brand, reputation and customer base.

While we believe that we compete favorably on the basis of each of the factors listed above, many of our competitors have greater name
recognition, larger sales and marketing budgets and greater resources than we do and may have pre-existing relationships with our potential
customers, including relationships with, and access to, key decision makers within these organizations, and major distribution agreements with

consultants and system integrators. Moreover, many software vendors could bundle solutions or offer them at alow price as part of alarger product
sale.
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With the introduction of new technol ogies and market entrants, we expect competition to intensify in the future. We also expect enterprise
software vendors that focus on enterprise resource planning or back-office applications to enter our market with competing products. In addition, we
expect sales force automation vendors to acquire or develop additional solutions that may compete with our solutions.

Intellectual Property

We rely upon acombination of copyright, trade secret, trademark and, to alesser extent, patent laws, and we also rely on contractual
restrictions, such as confidentiality agreements and licenses, to establish and protect our proprietary rights. As of September 30, 2015, we had four
U.S. patent applications, one international patent application, and no issued patents. We have a number of registered and unregistered trademarks.
We maintain apolicy requiring our employees, consultants and other third parties to enter into confidentiality and proprietary rights agreements and
to control accessto our software, documentation and other proprietary information. We also believe that factors resulting from our length of presence
in the market and significant research and devel opment investments, such as our deep expertisein life science and technology revenue management
practices, the ability of our solutionsto handle the complexities of revenue management processes, the technological and creative skills of our
personnel, the creation of new features and functionality and frequent enhancements to our solutions are essential to establishing and maintaining
our technology |eadership position.

Despite our effortsto protect our proprietary rights, unauthorized parties may attempt to copy or obtain and use our technology to develop
products with the same functionality as our solutions. Policing unauthorized use of our technology is difficult. The laws of other countriesin which
we market our application suite may offer little or no effective protection of our proprietary technology. Our competitors could also independently
develop technol ogies equivalent to ours, and our intellectual property rights may not be broad enough for us to prevent competitors from selling
products incorporating those technol ogies. Reverse engineering, unauthorized copying or other misappropriation of our proprietary technology
could enable third parties to benefit from our technol ogy without paying us for it, which would significantly harm our business.

Employees

As of September 30, 2015, we employed 721 people, including 282 in services and customer support, 257 in research and development, 128 in
sales and marketing and 54 in ageneral and administrative capacity. As of such date, we had 340 employees in the United States and 381 employees
in international locations. We a so engage a number of temporary employees and consultants. None of our employees are represented by alabor
union with respect to his or her employment with us. We have not experienced any work stoppages and we consider our relations with our employees
to be good.

Segments

We have one business activity, developing and monetizing revenue management solutions, and there are no segment managers who are held
accountable for operations, operating results or plansfor levels or components below the consolidated unit level. Accordingly, we have determined
that we operate in a single reporting segment. For adiscussion of revenues, operating profit or loss and total assets, please see Part |1, Item 8 of this
Form 10-K.

Geographic Information
See Note 9 of Notesto Consolidated Financial Statementsincluded in Part I1, Item 8 of this Form 10-K.

Corporate Information

We were incorporated in Delaware on December 14, 1999. Our principa offices are located at 1600 Seaport Boulevard, Suite 400, Pecific Shores
Center, Building 6, Redwood City, CA 94063, and our telephone number is (650) 610-4600. Our website addressis www.modeln.com. Theinformation
contained on, or that can be accessed through, our website is not part of thisreport. Model N is our registered trademark in the United States and in
variousinternational jurisdictions. Model N, the Model N logo and all of our product names appearing in thisreport are our trademarks. Other
trademarks appearing in this report are the property of their respective holders.
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Available Information

Wefile annual, quarterly and other reports, proxy statements and other information with the Securities and Exchange Commission (SEC) under
the Securities Exchange Act of 1934, as amended (Exchange Act). We also make available, free of charge on theinvestor relations portion of our
website at investor.modeln.com, our annual report on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to
those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after they arefiled
electronically with the SEC. Y ou can inspect and copy our reports, proxy statements and other information filed with the SEC at the offices of the
SEC's Public Reference Room located at 100 F Street, NE, Washington D.C. 20549. Please call the SEC at 1-800-SEC-0330 for further information on the
operation of Public Reference Rooms. The SEC also maintains an Internet website at http://www.sec.gov/ where you can obtain most of our SEC
filings. Y ou can also obtain paper copies of these reports, without charge, by contacting Investor Relations at (650) 610-4600.

ITEM 1A. Risk Factors

Our operating and financial results are subject to various risks and uncertainties including those described bel ow, together with all of the
other information in thisreport, including the Consolidated Financial Statements and the related notes included elsewherein thisreport, before
deciding whether to invest in shares of our common stock. The risks and uncertainties described below are not the only ones we face. Additional
risks and uncertainties that we are unaware of, or that we currently believe are not material, may also become important factors that adversely
affect our business. If any of the following risks or others not specified below actually occurs, our business, financial condition, results of
operations, and future prospects could be materially and adver sely affected. In that event, the market price of our common stock could decline,
and you could lose part or all of your investment.

Risks Related to Our Business
We haveincurred lossesin the past, and we may not be profitable in the future.

We have incurred net losses of $19.6 million, $20.9 million and $0.9 million for the fiscal years ended September 30, 2015, 2014 and 2013,
respectively. As of September 30, 2015, we had an accumulated deficit of $102.6 million. We expect that our expenses will increase in future periods as
we implement additional initiatives designed to grow our business, including, among other things, increasing sales to existing customers, expanding
our customer base, introducing new applications, enhancing existing solutions, extending into the mid-market, continuing to penetrate the technology
industry and pursuing selective acquisitions such as our recent acquisition of substantially all of the assets of Infonow Corporation (dba:
Channelinsight). Increased operating expenses related to personnel costs such as salary, bonus, commissions and stock-based compensation as well
asthird-party contractors, travel-related expenses and marketing programs, will also increase our expenses in future periods. In the near-term, we do
not expect that our revenues will be sufficient to offset these expected increases in operating expenses, and we expect that we will incur losses.
Additionally, we may encounter unforeseen expenses, difficulties, complications, delays and other unknown factors that may result in lossesin future
periods. We cannot assure you that we will again obtain and maintain profitability in the future. Any failure to return to profitability may materially
and adversely affect our business, results of operations and financial condition.

Our operating resultsarelikely to vary significantly from period to period and be unpredictable, which could cause the trading price of our
common stock to decline.

Our operating results have historically varied from period to period, and we expect that this trend will continue as aresult of a number of
factors, many of which are outside of our control and may be difficult to predict, including:

. our ability to increase sales to and renew agreements with our existing customers;
o the timing of new orders and revenue recognition for new and prior period orders;
. our ability to attract and retain new customers and to improve sales execution;

. the complexity of implementations and the scheduling and staffing of the related personnel, each of which can affect the timing and
duration of revenue recognition;

o issues related to changes in customers' business requirements, project scope, implementations or market needs;
. the mix of revenuesin any particular period between license and implementation, and SaaS and maintenance;

. the timing and volume of incremental customer purchases of our cloud-based solutions, which may vary from period to period based on a
customer’s needs at a particular time;

o the timing of upfront recognition of sales commission expense relative to the deferred recognition of our revenues;

. the timing of recognition of payment of royalties;
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. the timing of our annual payment and recognition of employee non-equity incentive and bonus payments;

. the budgeting cycles and purchasing practices of customers;

. changes in customer requirements or market needs,

. delays or reductionsin information technology spending and resulting variability in customer orders from quarter to quarter;

o delays or difficulties encountered during customer implementations, including customer requests for changes to the implementation
schedule;

. the timing and success of new product or service introductions by us or our competitors;

. the amount and timing of any customer refunds or credits;

o our ability to accurately estimate the costs associated with any fixed bid projects;

. deferral of orders from customers in anticipation of new solutions or solution enhancements announced by us or our competitors;
. changes in the competitive landscape of our industry, including consolidation among our competitors or customers;

. the length of time for the sale and implementation of our solutions to be complete, and our level of upfront investments prior to the period
we begin generating revenues associated with such investments;

. our ability to successfully expand our business domestically and internationally;
. the amount and timing of our operating expenses and capital expenditures;

. price competition;

. the rate of expansion and productivity of our direct salesforce;

. disruptionsin our relationships with partners;

. regulatory compliance costs;

o sales commissions expenses related to large transactions;

. technical difficulties or interruptionsin the delivery of our cloud-based solutions;
. seasonality or cyclical fluctuationsin our industries;

. future accounting pronouncements or changes in our accounting policies;

. increases or decreasesin our expenses caused by fluctuationsin foreign currency exchange rates, as a significant portion of our expenses
areincurred and paid in currencies other than the U.S. dollar;

. general economic conditions, both domestically and in our foreign markets; and

. entry of new competitorsinto our market.

Any one of the factors above or discussed el sewhere in this report or the cumulative effect of some of the factors referred to above may result
in significant fluctuationsin our financial and other operating results. This variability and unpredictability could result in our failure to meet
expectations of investors for our revenues or other operating results for a particular period. If we fail to meet or exceed such expectations for these or
any other reasons, the market price of our common stock could decrease.

Our sales cycles aretime-consuming, and it is difficult for usto predict when or if saleswill occur and when we will begin to recognize the
revenues from our future sales.

Our sales efforts are often targeted at larger enterprise customers, and as aresult, we face greater costs, must devote greater sales support to
individual customers, have longer sales cycles and have less predictability in completing some of our sales. Also, salesto large enterprises often
require usto provide greater levels of education regarding the use and benefits of our solutions. We believe that our customers view the purchase of
our solutions as asignificant and strategic decision. As aresult, customers carefully evaluate our solutions, often over long periods with avariety of
internal constituencies. In addition, the sales of our solutions may be subject to delaysif the customer has lengthy internal budgeting, approval and
evaluation processes, which are quite common in the context of introducing large enterprise-wide technology solutions. Asaresult it isdifficult to
predict the timing of our future sales.
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We must continue to improve our sales execution and increase our sales channels and opportunitiesin order to grow our revenues, and if weare
unsuccessful, our operating results may be adversely affected.

We must continue to improve our sales execution in order to, among other things, increase the number of our sales opportunities and grow our
revenue. We must improve the market awareness of our solutions and expand our relationships with our channel partnersin order to increase our
revenues. Further, we believe that we must continue to devel op our relationships with new and existing customers and partners, and create additional
sales opportunities to effectively and efficiently extend our geographic reach and market penetration. Our efforts to improve our sales execution could
result in amaterial increase in our sales and marketing expense and general and administrative expense, and there can be no assurance that such
effortswill be successful. While we have made progress in improving our sales execution over recent fiscal quarters, we may not be able to sustain
such improvement at the current level, or at all, and short-term improvement in sal es execution may not result in increased revenues. If we are unable
to significantly improve our sales execution, increase the awareness of solutions, create additional sales opportunities, expand our relationships with
channel partners, or effectively manage the costs associated with these efforts, our operating results and financial condition could be materially and
adversely affected.

Failureto adequately expand and train our direct salesforce will impede our growth.

Werely almost exclusively on our direct salesforceto sell our solutions. We believe that our future growth will depend, to a significant extent,
on the continued development of our direct sales force and its ability to manage and retain our existing customer base, expand the sales of our
solutions to existing customers and obtain new customers. Because our software is complex and often must interoperate with complex computing
reguirements, it can take longer for our sales personnel to become fully productive compared to other software companies. Our ability to achieve
significant growth in revenuesin the future will depend, in large part, on our success in recruiting, training and retaining a sufficient number of direct
sales personnel. New hires require significant training and may, in some cases, take more than ayear before becoming fully productive, if at all. If we
are unable to hire and devel op sufficient numbers of productive direct sales personnel, and if these sales personnel are unable to achieve full
productivity, sales of our solutions will suffer and our growth will be impeded.

Our implementation cycleislengthy and variable, depends upon factors outside our control and could cause usto expend significant time and
resources prior to earning associated revenues.

The implementation and testing of our solutions may range from afew monthsto up to three years, and unexpected implementation delays and
difficulties can occur. Implementing our solutions typically involves integration with our customers' systems, aswell as adding their datato our
system. This can be complex, time-consuming and expensive for our customers and can result in delays in the implementation and deployment of our
solutions. The lengthy and variable implementation cycle may also have a negative impact on the timing of our revenues, causing our revenues and
results of operationsto vary significantly from period to period.

A substantial majority of our total revenues have come from our Revenue Enterprise Cloud suite, and decreasesin demand for our Revenue
Enterprise Cloud suite could adversely affect our results of operationsand financial condition.

Historically, a substantial majority of our total revenues has been associated with our Revenue Enterprise Cloud suite, whether deployed as
individual applications or as acomplete suite. We expect our Revenue Enterprise Cloud suite to continue to generate a substantial majority of our
total revenues for the foreseeable future. Declines and variability in demand for our Revenue Enterprise Cloud suite could occur for anumber of
reasons, including improved products or product versions being offered by competitors, competitive pricing pressures, failure to release new or
enhanced versions on atimely basis, technological changes that we are unable to address or that change the way our customers utilize our solutions,
reductions in technology spending, export restrictions or other regulatory or legislative actions that could limit our ability to sell those products to
key customer or market segments. Our business, results of operations, financial condition and cash flowswould be adversely affected by adeclinein
demand for our Revenue Enterprise Cloud suite.
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Our revenues are dependent on our ability to maintain and expand existing customer relationships and our ability to attract new customers.

The continued growth of our revenuesis dependent in part on our ability to expand the use of our solutions by existing customers and attract
new customers. Likewise, it is also important that customers using our on premise solutions renew their maintenance agreements and that customers
using our cloud-based solutions renew their subscription agreements with us. Our customers have no obligation to renew their maintenance or
subscription agreements after the expiration of the initial term, and there can be no assurance that they will do so. We have had in the past and may in
the future have disputes with customers regarding our solutions, which may impact such customers’ decisionsto continue to use our solutions and
pay for maintenance and support in the future.

If we are unable to expand our customers’ use of our solutions, sell additional solutions to our customers, maintain our renewal rates for
maintenance and subscription agreements and expand our customer base, our revenues may decline or fail to increase at historical growth rates,
which could adversely affect our business and operating results. In addition, if we experience customer dissatisfaction with customersin the future,
we may find it more difficult to increase use of our solutions within our existing customer base and it may be more difficult to attract new customers,
or we may be required to grant credits or refunds, any of which could negatively impact our operating results and materially harm our business.

Theloss of one or more of our key customers could slow our revenue growth or cause our revenuesto decline.

A substantial portion of our total revenuesin any given period may come from arelatively small number of customers. As of September 30,
2015, we had 84 customers across the life science and technology industries, excluding five divisions or subsidiaries of certain of our customers.
Although our largest customers typically change from period to period, for the fiscal year ended September 30, 2015, our 15 largest customers
accounted for more than 66% of our total revenues, and one customer, Johnson and Johnson, accounted for approximately 11% of our total revenues.
We expect that we will continue to depend upon arelatively small number of customersfor asignificant portion of our total revenues for the
foreseeable future. Theloss of any of our significant customers or groups of customers for any reason, or a change of relationship with any of our
key customers may cause a significant decrease in our total revenues.

Additionally, mergers or consolidations among our customersin the life science and semiconductor industries, both of which are currently
undergoing significant consolidation, could reduce the number of our customers and could adversely affect our revenues and sales. In particular, if
our customers are acquired by entities that are not our customers, that do not use our solutions or that have more favorable contract terms and
choose to discontinue, reduce or change the terms of their use of our solutions, our business and operating results could be materially and adversely
affected.

Our customers often require significant configuration effortsto match their complex business processes. The failure to meet their requirements
could result in customer disputes, loss of anticipated revenues and additional costs, which could harm our business.

Our customers often require significant configuration services to address their unique business processes. Supporting such adiversity of
configured settings and implementations could become difficult as the number of customers we serve grows. In addition, supporting our customers
could reguire us to devote significant development services and support personnel and strain our personnel resources and infrastructure. We have
had in the past and may in the future have disputes with customers regarding the performance and implementation of our solutions. If we are unable
to address the needs of our customersin atimely fashion, our customers may decide to seek to terminate their relationship, renew on less favorable
terms, not renew their maintenance agreements or subscriptions, fail to purchase additional solutions or services or assert legal claims against us. If
any of these were to occur, our revenues may decline or we may be required to refund amounts to customers and our operating results may be
harmed.

15



Our future growth is, in large part, dependent upon the increasing adoption of revenue management solutions.

Revenue management is at an early stage of market development and adoption, and the extent to which revenue management solutions will
become widely adopted remains uncertain. It isdifficult to predict customer adoption rates, customer demand for revenue management solutions,
including our solutionsin particular, the future growth rate and size of this market and the timing of the introduction of additional competitive
solutions. Any expansion of the revenue management market depends on a number of factors, including the cost, performance and perceived value
associated with revenue management solutions. For example, many companies have invested substantial personnel, infrastructure and financial
resources in other revenue management infrastructure and therefore may be reluctant to implement solutions such as ours. Additionally,
organizations that use legacy revenue management products may believe that these products sufficiently address their revenue management needs.
Because this market isrelatively undevel oped, we must spend considerabl e time educating customers as to the benefits of our solutions. If revenue
management solutions do not achieve widespread adoption, or if thereis areduction in demand for revenue management solutions caused by alack
of customer acceptance, technological challenges, competing technologies and products, decreasesin corporate spending or otherwise, it could
result in lower sales, reduced renewal and upsell rates and decreased revenues and our business could be adversely affected.

If we are not able to enhance existing solutions and develop new applications that achieve market acceptance or that keep pace with
technological developments, our business could be harmed.

Our ability to increase revenues from existing customers and attract new customers dependsin large part on our ability to enhance and
improve our existing solutions and to develop and introduce new applications. The success of any enhancement or new application depends on
several factors, including timely completion, adequate quality testing, introduction and market acceptance. Any enhancement or new application that
we develop (such as our Revvy solutions and Revenue Management as a Service) or acquire may not be introduced in atimely or cost-effective
manner, may contain defects or may not achieve the broad market acceptance necessary to generate significant revenues. If we are unable to
successfully enhance our existing solutions and devel op hew applications to meet customer requirements, our business and operating resultswill be
adversely affected.

Because we designed our solutions to operate on avariety of network, hardware and software platforms, we will need to continuously modify
and enhance our solutions to keep pace with changesin networking, internet-related hardware, and software, communication, browser and database
technologies. If we are unable to respond in atimely manner to these rapid technological developmentsin a cost-effective manner, our solutions may
become |ess marketable and |ess competitive or obsol ete and our operating results may be negatively impacted.

We are highly dependent upon the life science industry, and factors that adversely affect thisindustry could also adversely affect us.

Our future growth depends, in large part, upon continued sales to companiesin the life science industry. Demand for our solutions could be
affected by factors that adversely affect demand for the underlying life science products and services that are purchased and sold pursuant to
contracts managed through our solutions. The life science industry is affected by certain factors, including the emergence of large group purchasing
and managed care organizations and integrated healthcare delivery networks, increased customer and channel incentives and rebates, the shift of
purchasing influence from physicians to economic buyers, increased spending on healthcare by governmentsinstead of commercial entities and
increased scope of government mandates, frequency of regulatory reporting and audits, and fines. Accordingly, our future operating results could be
materially and adversely affected as aresult of factors that affect the life science industry generally.
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Because we recognize a majority of our SaaS and maintenance revenues from our customers over the term of their agreements, downturns or
upturnsin sales of our cloud-based solutions may not be immediately reflected in our operating results.

SaaS and maintenance revenues primarily include subscription and related implementation fees from customers accessing our cloud-based
solutions and revenues associated with maintenance contracts from license customers. We recognize a magjority of our SaaS and maintenance
revenues over the terms of our customer agreements, which are typically one year or longer in some cases. As aresult, most of our quarterly SaaS and
maintenance revenues result from agreements entered into during previous quarters. Consequently, a shortfall in sales of our cloud-based solutions
or renewal of maintenance and support agreements in any quarter may not significantly reduce our SaaS and maintenance revenues for that quarter
but would negatively affect SaaS and maintenance revenues in future quarters. Accordingly, the effect of significant downturnsin sales of our cloud-
based solutions or renewal s of our maintenance and support agreements may not be fully reflected in our results of operations until future periods.
We may be unable to adjust our cost structure to compensate for this potential shortfall in SaaS and maintenance revenues. Our revenue recognition
model for our cloud-based solutions and maintenance and support agreements also makesit difficult for usto rapidly increase our revenues through
additional salesin any period, as a significant amount of our revenues are recognized over the applicable agreement term. As aresult, changesin the
volume of sales of our cloud-based solutions or the renewals of our maintenance and support agreements in a particular period would not be fully
reflected in our revenues until future periods.

The revenues we recognize from our software licenses and implementation services are based to a certain extent upon our ability to reasonably
estimate the time and resources required to complete our implementation projects, which may be difficult to do.

Although we are emphasizing sales of our SaaS products, we still recognize a substantial portion of our revenues from the sale of software
licenses for our on premise solutions and related implementation services over the period during which such services are performed using the
percentage-of-compl etion method. We estimate the length of this period based on a number of factors, including the number of licensed applications
and the scope and complexity of the customer’s deployment requirements. Under the percentage-of-compl etion method, the revenues we recognize
during areporting period are based on the resources expended during the reporting period as compared to the estimated total resources required to
implement our solutions. If we are unable to reasonably estimate the overall total personnel resources required to implement our solutions, the timing
of our revenues could be materially and adversely affected. In addition, changes in customer requirements or scope of the engagement could impact
the timing of our revenue recognition. Any changein the timing of revenue recognition could adversely impact our quarterly or annual operating
results.

Our effortsto expand the adoption of our solutionsin the technology industry will be affected by our ability to provide solutionsthat adegquately
addresstrendsin that industry.

We are attempting to expand the use of our solutions by companies in the technology industry, and our future growth dependsin part on our
ability to increase sales of solutionsto customersin thisindustry and potentially other industries. The technology industry is affected by many
factors, including shortening of product lifecycles, core technology products being sold into different end markets with distinct pricing, increasing
complexity of multi-tiered global distribution channels, changing financial reporting requirements due to channel complexity and increasing use of off-
invoice discounting. If our solutions are not perceived by existing or potential customersin the technology industry as capable of providing revenue
management tools that will assist them in adequately addressing these trends, then our efforts to expand the adoption of our solutionsin this
industry may not be successful, which would adversely impact our business and operating results.

Most of our implementation contracts are on a time and materials basis and may be terminated by the customer.

The contracts under which we perform most of our implementation services may have aterm ranging between afew monthsto up to three
years and are on atime and material s basis and may be terminated by the customer at any time. If an implementation project is terminated sooner than
we anticipated or a portion of the implementation is delayed, we would lose the anticipated revenues that we might not be able to replace or it may
take significant time to replace the lost revenues with other work or we may be unable to eliminate the associated costs. Conseguently, we may
recognize fewer revenues than we anticipated or incur unnecessary costs, and our results of operations in subsequent periods could be materially
lower than expected.
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Our effortsto expand our solutionsinto other verticalswithin the life science and technology industries or other industries may not succeed and
may reduce our revenue growth rate. Even if we are successful in doing so, such efforts may be costly and may impact our ability to achieve
profitability.

Our solutions are currently designed primarily for customersin certain verticals of the life science and technology industries and potentially
into other industries outside of the life science and technology industries. Our ability to attract new customers and increase our revenues dependsin
part on our ability to enter into new industries and verticals. Devel oping and marketing new solutions to serve other industries and verticals will
reguire usto devote substantial additional resourcesin advance of consummating new sales or realizing additional revenues. Our ability to leverage
the expertise we have developed in the life science and technology industriesinto new industriesis unproven and it islikely that we will be required
to hire additional personnel, partner with additional third parties and incur considerabl e research and development expense in order to gain and
develop additional expertise for new industries where we lack experience and expertise.

Our effortsto expand our solutions beyond the vertical s within the life science and technology industries in which we have already devel oped
expertise may not be successful and may reduce our revenue growth rate. Any early stage interest in our solutionsin areas beyond the industries we
already address may not result in long term success or significant revenues for us. Even if we achieve long-term successin expanding our solutions
into other industries and verticals, the costs associated with such expansion may be high, which may impact our ability to achieve profitability.

The market for cloud-based solutionsisat a relatively early stage of development relative to on premise solutions, and if it does not develop or
devel ops more slowly than we expect, our business could be harmed.

Although gaining wider acceptance, the market for cloud-based solutionsis at an early stage relative to on premise solutions, and these types
of deployments may not achieve and sustain high levels of demand and market acceptance. We plan to accelerate the shift in our business model to
recurring revenues, including revenues derived from our cloud-based solutions, by continuing to expand the implementation of our cloud-based
solutions both within our current installed base of customers aswell as new customers and additional marketsin the future. Many companies have
invested substantial personnel and financial resourcesto integrate traditional enterprise software into their businesses, and therefore may be
reluctant or unwilling to migrate to a cloud-based solution. Other factors that may affect the market acceptance of cloud-based solutionsinclude:

. perceived security capabilities and reliability;
. perceived concerns about ability to scale operations for large enterprise customers;
o concerns with entrusting a third party to store and manage critical data;
. thelevel of configurability or customizability of the solutions; and
. ability to perform at or near the capabilities of our on premise solutions.
If organizations do not perceive the benefits of our cloud-based solutions, or if our competitors or new market entrants are able to develop
cloud-based solutions that are or are perceived to be more effective than ours, our plan to accel erate the shift in our business model to recurring

revenues may not succeed or may develop more slowly than we expect, if at all, or may result in short-term declines in recognized revenue, any of
which would adversely affect our business.

If our solutionsfail to perform properly, our reputation and customer relationships could be harmed, our market share could decline and we
could be subject to liability claims.

Our solutions are inherently complex and may contain material defects or errors. Any defectsin solution functionality or that cause
interruptionsin availability could result in:

. lost or delayed market acceptance and sales,

. reductionsin current-period total revenues;

o breach of warranty or other contract breach or misrepresentation claims;
. sales credits or refunds to our customers;

. loss of customers;

. diversion of development and customer service resources, and

. injury to our reputation.
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The costsincurred in correcting any material defects or errors might be substantial and could adversely affect our operating results. Because
our customers often use our solutions as a system of record and many of our customers are subject to regulation of pricing of their products or
otherwise have complex pricing commitments and revenue recognition policies, errors could result in an inability to process sales or lead to aviolation
of pricing requirements or misreporting of revenues by our customersthat could potentially expose them to fines or other substantial claimsor
penalties. Accordingly, we could face increased exposure to product liability and warranty claims, litigation and other disputes and claims, resulting in
potentially material losses and costs. Our limitation of liability provisionsin our customer agreements may not be sufficient to protect us against any
such claims.

Given the large amount of data that our solutions collect and manage, it is possible that failures or errorsin our software could result in data
loss or corruption, or cause the information that we collect to be incomplete or contain inaccuracies that our customers regard as significant. We may
be required to issue credits or refunds or indemnify or otherwise be liable to our customers or third parties for damages they may incur resulting from
certain of these events.

Our insurance may be inadequate or may not be available in the future on acceptable terms, or at all. In addition, our policy may not cover any
claim against usfor claimsrelated to any product defects or errors or other indirect or consequential damages and defending a suit, regardless of its
merit, could be costly and divert management’s attention.

If our solutions experience data security breaches, and there is unauthorized access to our customers’ data, we may lose current or future
customers, our reputation and business may be harmed and we may incur significant liabilities.

Our solutions are used by our customers to manage and store proprietary information and sensitive or confidential datarelating to their
business. Although we maintain security featuresin our solutions, our security measures may not detect or prevent hacker interceptions, break-ins,
security breaches, the introduction of viruses or malicious code and other disruptions that may jeopardize the security of information stored in and
transmitted by our solutions. Cyber-attacks and other malicious I nternet-based activity continue to increase generally. A party that is able to
circumvent our security measuresin our solutions could misappropriate our or our customers' proprietary or confidential information, cause
interruption in their operations, damage or misuse their computer systems and misuse any information that they misappropriate. Because techniques
used to obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are launched against atarget,
we may be unable to anticipate these techniques or to implement adequate preventative measures.

There can be no assurance that limitation of liability provisionsin our contracts would be applicable, enforceable or adequate in connection
with a security breach, or would otherwise protect us from any such liabilities or damages with respect to any particular claim. We also cannot be sure
that our existing general liability insurance coverage and coverage for errors or omissions will continue to be avail able on acceptable terms or will be
available in sufficient amountsto cover one or more large claims, or that the insurer will not deny coverage asto any future claim. One or more large
claims may be asserted against us that exceed our available insurance coverage, or changes in our insurance policies may occur, including premium
increases or the imposition of large deductible or co-insurance requirements.

If any compromise of the security of our solutions were to occur, we may be subject to litigation, indemnity obligations and other possible
liabilities, and we may lose existing customers and the ability to attract future customers, any of which could harm our reputation, business, financial
condition and results of operations and result in significant liability.

Changesin privacy laws, regulations and standards may cause our businessto suffer.

Personal privacy and data security have become significant issuesin the United States, Europe and in many other jurisdictions where we offer
our solutions. The regulatory framework for privacy and security issues worldwideis rapidly evolving and islikely to remain uncertain for the
foreseeabl e future. For example, the Court of Justice of the European Union recently ruled that the US-EU Safe Harbor framework wasinvalid.
Furthermore, federal, state or foreign government bodies or agencies have in the past adopted, and may in the future adopt, laws and regulations
affecting data privacy. Industry organizations also regularly adopt and advocate for new standardsin thisarea. In the United States, these include
rules and regulations promulgated under the authority of federal agencies and state attorneys general and legislatures and consumer protection
agencies. Internationally, many jurisdictions in which we operate have established their own data security and privacy legal framework with which we
or our customers must comply, including but not limited to, the Data Protection Directive (Directive) established in the European Union and data
protection legislation of the individual member states subject to the Directive. The Directive may be replaced in time with the pending European
General Data Protection Regulation, which may impose additional obligations and risk upon our business. In many jurisdictions, enforcement actions
and consequences for noncompliance are also rising. In addition to government regulation, privacy advocates and industry groups may propose new
and different self-regulatory standards that either legally or contractually apply to us.
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Any inability to adequately address privacy and security concerns, even if unfounded, or comply with applicable privacy and data security
laws, regulations and policies, could result in additional cost and liability to us, damage our reputation, inhibit sales and adversely affect our
business. Furthermore, the costs of compliance with, and other burdens imposed by, the laws, regulations, and policies that are applicable to the
businesses of our customers may limit the use and adoption of, and reduce the overall demand for, our solutions. Privacy and data security concerns,
whether valid or not valid, may inhibit market adoption of our solutions, particularly in foreign countries. If we are not able to adjust to changing laws,
regulations and standards related to privacy or security, our business may be harmed.

The market in which we participate is competitive, and if we do not compete effectively, our operating results could be harmed.

The market for revenue management solutionsis highly competitive, fragmented and subject to rapid changesin technology. We face
competition from spreadsheet-assisted manual processes, internally developed solutions, large integrated systems vendors and smaller companies
that offer point solutions.

Companieslacking I T resources often resort to spreadsheet-assisted manual processes or personal database applications. In addition, some
potential customers, particularly large enterprises, may elect to develop their own internal solutions, including custom-built solutionsthat are
designed to support the needs of a single organization. Companies with large investmentsin packaged ERP or CRM applications, which do not
typically provide revenue management capabilities, may extend these horizontal applications with configurations or point solution applicationsin
order to address one or asmall set of revenue management sub processes or drivers. Common horizontal applications that customers attempt to
configure for this purpose in the life science and technology industries include large integrated systems vendors like SAP AG and Oracle
Corporation. We also encounter competition from small independent companies, which compete on the basis of price, unique product features or
functions and custom devel opments.

Many of our competitors have greater name recognition, larger sales and marketing budgets and greater resources than we do and may have
pre-existing relationships with our potential customers, including relationships with, and access to, key decision makers within these organizations,
and magjor distribution agreements with consultants and system integrators. Moreover, many software vendors could bundle solutions or offer them
at alow price as part of alarger product sale.

With the introduction of new technologies and market entrants, we expect competition to intensify in the future. We also expect enterprise
software vendors that focus on enterprise resource planning or back-office applications to enter our market with competing products. In addition, we
expect sales force automation vendors to acquire or develop additional solutions that may compete with our solutions. If wefail to compete
effectively, our businesswill be harmed. In addition, pricing pressures and increased competition generally could result in reduced sales, reduced
margins, losses or the failure of our solutions to achieve or maintain more widespread market acceptance, any of which could harm our business.

If we are not able to maintain and enhance our brand, our business and operating results may be adversely affected.

We believe that maintaining and enhancing the “Model N” brand identity is critical to our relationships with our customers and partners and to
our ability to attract new customers and partners. The successful promotion of our brand will depend largely upon our marketing efforts, our ability to
continue to offer high-quality solutions and our ability to successfully differentiate our solutions from those of our competitors. Our brand promotion
activities may not be successful or yield increased revenues. In addition, independent industry analysts often provide reviews of our solution, aswell
asthose of our competitors, and perception of our solution in the marketplace may be significantly influenced by these reviews. If these reviews are
negative, or less positive as compared to those of our competitors’ products and services, our brand may be adversely affected.

The promotion of our brand requires us to make substantial expenditures, and we anticipate that the expenditures will increase as our market
becomes more competitive and as we expand into new verticals within the life science and technology industries. To the extent that these activities
yield increased revenues, these revenues may not offset the increased expenses we incur. If we do not successfully maintain and enhance our brand,
our business may not grow, we may have reduced pricing power relative to competitors with stronger brands and we could lose customers and
partners, all of which would adversely affect our business operations and financial results.
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Our organization continuesto grow and experience rapid changes. | f wefail to manage our growth, we may be unable to execute our business
plan, maintain high levels of service or adequately address competitive challenges, and our business and operating results could be adver sely
affected.

We have experienced and may continue to experience growth in our headcount and operations, which has placed and will continue to place
significant demands on our management and our operational and financial infrastructure. Aswe grow, we must effectively integrate, develop and
motivate a significant number of new employees, while maintaining the effectiveness of our business execution and the beneficial aspects of our
corporate culture. In particular, we intend to continue to make directed and substantial investments to expand our research and development, sales
and marketing, and general and administrative organizations, aswell as our international operations. Failure to effectively manage organizational
changes as well asintegrating and training new sales and marketing personnel, could result in difficultiesin executing on our business plan,
implementing customer requests, declinesin quality or customer satisfaction, increasesin costs and difficultiesin introducing new features or other
operational difficulties, and any of these difficulties could adversely impact our business performance and results of operations.

Additionally, our growth could require significant capital expenditures and may divert financial resources from other projects, such asthe
development of new solutions or enhancements to existing solutions. For example, sinceit may take aslong as six months to hire and train a new
member of our implementation services staff, we make decisions regarding the size of our implementation services staff based upon our expectations
with respect to customer demand for our solutions. If these expectations are incorrect, and we increase the size of our implementation services
organization without experiencing an increase in sales of our solutions, we will experience reductionsin our gross and operating margins and net
income.

To effectively manage growth, we must continue to improve our operational, financial and management controls, and our reporting systems
and procedures by, among other things:

o improving our key business applications, processes and I T infrastructure to support our business needs;

. enhancing information and communication systems to ensure that our employees and offices around the world are well-coordinated and
can effectively communicate with each other and our growing base of customers;

. enhancing our internal controlsto ensure timely and accurate reporting of all of our operations and financial results; and

. appropriately documenting our I T systems and our business processes.

I f we are unable to maintain successful relationshipswith system integrators, our business operations, financial results and growth
prospects could be adver sely affected.

Our relationships with system integrators are generally non-exclusive, which means they may recommend to their customers the sol utions of
several different companies, including solutions that compete with ours, and they may also assist in the implementation of software or systems that
compete with ours. If our system integrators do not choose to continue to refer our solutions, assist in implementing our solutions, choose to use
greater efforts to market and sell their own solutions or those of our competitors, or fail to meet the needs of our customers, our ability to grow our
business and sell our solutions may be adversely affected. The loss of a substantial number of our system integrators, our possible inability to
replace them or the failure to recruit additional system integrators could harm our business.

Our ability to achieve revenue growth in the future will depend in part on our success in maintaining successful relationships with our system
integrators and in helping our system integrators enhance their ability to independently market and implement our solutions. Our growth in revenues,
particularly ininternational markets, will be influenced by the development and maintenance of rel ationships with these companies. Although we
have established rel ationships with some of the leading system integrators, our solutions compete directly against the solutions of other leading
system integrators. We are unable to control the resources that our system integrators commit to implementing our solutions or the quality of such
implementation. If they do not commit sufficient resources to these activities, or if we are unable to maintain our relationships with these system
integrators or otherwise develop and expand our indirect distribution channel, our business, results of operations, financial condition or cash flows
could be adversely affected.
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Any failureto offer high-quality customer support services may adversely affect our relationshipswith our customersand harm our financial
results.

Once our solutions are implemented, our customers use our support organization to resolve technical issuesrelating to our solutions. In
addition, we also believe that our successin selling our solutionsis highly dependent on our business reputation and on favorable recommendations
from our existing customers. Any failure to maintain high-quality customer support, or amarket perception that we do not maintain high-quality
support, could harm our reputation, adversely affect our ability to maintain existing customers or sell our solutions to existing and prospective
customers, and harm our business, operating results and financial condition.

We may be unable to respond quickly enough to accommodate short-term increases in customer demand for support services. Increased
customer demand for these services, without corresponding revenues, could also increase costs and adversely affect our operating results.

If our solutions do not interoperate with our customers' I T infrastructure, sales of our solutions could be negatively affected, which would harm
our business.

Our solutions must interoperate with our customers’ existing I T infrastructure, which often have different specifications, complex
configuration, utilize multiple protocol standards, deploy products from multiple vendors and contain multiple generations of products that have been
added over time. Asaresult, when problems occur in anetwork, it may be difficult to identify the sources of these problems. If wefind errorsin the
existing products or defectsin the hardware used in our customers' I T infrastructure or problematic network configurations or settings, we may have
to modify our solutions or platform so that our solutionswill interoperate with our customers' I T infrastructure. Any delaysin identifying the sources
of problems or in providing necessary modifications to our solutions could have a negative impact on our reputation and our customers’ satisfaction
with our solutions, and our ability to sell solutions could be adversely affected.

Incorrect or improper implementation or use of our solutions could result in customer dissatisfaction and negatively affect our business,
operations, financial results and growth prospects.

Our customers and third-party partners may need training in the proper use of and the variety of benefits that can be derived from our
solutions to maximize their potential. If our solutions are not implemented or used correctly or asintended, inadequate performance may result. Since
our customers rely on our solutions and customer support to manage key areas of their businesses, the incorrect or improper implementation or use of
our solutions, our failureto train customers on how to efficiently and effectively use our solutions or our failure to provide servicesto our customers,
may result in negative publicity, failure of customersto renew their SaaS or maintenance agreements or potentially make legal claims against us. Also,
as we continue to expand our customer base, any failure by usto properly provide these serviceswill likely result in lost opportunities for follow-on
sales of our solutions.

Competition for our target employeesisintense, and we may not be able to attract and retain the quality employees we need to support our
planned growth.

Our future success depends, in part, upon our ability to recruit and retain key management, technical, sales, marketing, finance, and other
critical personnel. Competition for qualified management, technical and other personnel isintense, and we may not be successful in attracting and
retaining such personnel. If wefail to attract and retain qualified employees, including internationally, our ability to grow our business could be
harmed. Competition for people with the specific skills that we requireis significant. In order to attract and retain personnel in acompetitive
marketplace, we believe that we must provide a competitive compensation package, including cash and equity-based compensation. Volatility in our
stock price may from time to time adversely affect our ability to recruit or retain employees. If we are unable to hire and retain qualified employees, or
conversely, if wefail to manage employee performance or reduce staffing levels when required by market conditions, our business and operating
results could be adversely affected.

We depend on our management team and our key sales and development and services personnel, and the loss of one or more key employees or
groups could harm our business and prevent us from implementing our business plan in atimely manner.

Our success depends on the expertise and continued services of our executive officers. We have in the past and may in the future continue to
experience changesin our executive management team resulting from the hiring or departure of executives, which may be disruptive to our business.
Theimpact of hiring new executives, aswell asthe new additional sales and marketing personnel, and implementing these initiatives may not be
immediately realized. We are al so substantially dependent on the continued service of our existing development and services personnel because of
their familiarity with the inherent complexities of our solutions.
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Our personnel do not have employment arrangements that require them to continue to work for us for any specified period and, therefore, they
could terminate their employment with us at any time. We do not maintain key person life insurance policies on any of our employees. The loss of one
or more of our key employees or groups could seriously harm our business.

We rely on a small number of third-party service providersto host and deliver our cloud-based solutions, and any interruptions or delaysin
services from these third parties could impair the delivery of our cloud-based solutions and harm our business.

We currently operate our cloud-based solutions from three data centers. We do not control the operation of these facilities. These facilities are
vulnerable to damage or interruption from natural disasters, fires, power |oss, telecommunications failures and similar events. They are also subject to
break-ins, computer viruses, sabotage, intentional acts of vandalism and other misconduct. The occurrence of anatural disaster or an act of terrorism,
adecision to close the facilities without adequate notice or other unanticipated problems could result in lengthy interruptions, which would have a
serious adverse impact on our business. Additionally, our data center agreements are of limited duration and are subject to early termination rightsin
certain circumstances, and the providers of our data centers have no obligation to renew their agreements with us on commercially reasonable terms,
oratall.

If we continue to add data centers and add capacity in our existing data centers, we may transfer data to other locations. Despite precautions
taken during this process, any unsuccessful datatransfers may impair the delivery of our service. Interruptionsin our service, dataloss or corruption
may cause customers to terminate their agreements and adversely affect our renewal rates and our ability to attract new customers. Data transfers may
also subject usto regional privacy and data protection laws that apply to the transmission of customer data acrossinternational borders.

We also depend on access to the Internet through third-party bandwidth providers to operate our cloud-based solution. If we lose the services
of one or more of our bandwidth providers, or if these providers experience outages, for any reason, we could experience disruption in delivering our
cloud-based solutions or we could be required to retain the services of areplacement bandwidth provider. Any Internet outages or delays could
adversely affect our ability to provide our solutionsto our customers.

Our data center operations also rely heavily on the availability of electricity, which also comes from third-party providers. If we or the third-
party data center facilities that we use to deliver our services were to experience a major power outage or if the cost of electricity were to increase
significantly, our operations and financial results could be harmed. If we or our third-party data centerswere to experience amajor power outage, we
or they would have to rely on back-up generators, which might not work properly or might not provide an adequate supply during a major power
outage. Such a power outage could result in asignificant disruption of our business.

We license technology from third parties, and our inability to maintain those licenses could harm our business. Certain third-party technology
that we use may be difficult to replace or could cause errorsor failures of our service.

We incorporate technology that we purchase or license from third parties, including hardware and software, into our solutions. We cannot be
certain that this technology will continue to be available on commercially reasonable terms, or at al. We cannot be certain that our licensors are not
infringing the intellectual property rights of third parties or that our licensors have sufficient rightsto the licensed intellectual property in all
jurisdictions in which we may sell our solutions. Some of our agreements with our licensors may be terminated for convenience by them. If we are
unable to continue to license any of this technology because of intellectual property infringement claims brought by third parties against our
licensors or against us, or if we are unable to continue our license agreements or enter into new licenses on commercially reasonable terms, our ability
to develop and sell solutions containing that technology would be severely limited and our business could be harmed. Additionally, if we are unable
to license or obtain the necessary technology from third parties, we may be forced to acquire or devel op alternative technology of lower quality or
performance standards. Thiswould limit and delay our ability to offer new or competitive solutions and increase our costs of production. In addition,
errors or defectsin third-party hardware or software used in our cloud-based solutions could result in errors or afailure of our cloud-based solutions,
which could harm our business.

Our significant international operations subject usto additional risksthat can adversely affect our business, results of operations and financial
condition.

We have significant international operations, including in emerging markets such as India, and we are continuing to expand our international
operations as part of our growth strategy. As of September 30, 2015, approximately 51% of our employees were located in India, where we conduct a
portion of our research and development activities, implementation services and support services. Our current international operations and our plans
to expand our international operations have placed, and will continue to place, a strain on our employees, management systems and other resources.
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Operating in international markets requires significant resources and management attention and will subject usto regulatory, economic and
political risks and competition that are different from those in the United States. Because of our limited experience with international operations, we
cannot assure that our international expansion effortswill be successful or that returns on such investments will be achieved in the future. In
addition, our international operations may fail to succeed due to other risks inherent in operating businessesinternationally, including:

. our lack of familiarity with commercia and social norms and customsin international countries which may adversely affect our ability to
recruit, retain and manage employees in these countries;

o difficulties and costs associated with staffing and managing foreign operations;

. the potential diversion of management’s attention to oversee and direct operations that are geographically distant from our U.S.
headquarters;

. compliance with multiple, conflicting and changing governmental laws and regul ations, including employment, tax, privacy and data
protection laws and regulations;

. legal systemsin which our ability to enforce and protect our rights may be different or less effective than in the United States and in
which the ultimate result of dispute resolution is more difficult to predict;

. greater difficulty collecting accounts receivable and longer payment cycles;

. higher employee costs and difficulty in terminating non-performing employees,

. differencesin workplace cultures,

. unexpected changesin regulatory requirements,

. the need to adapt our solutions for specific countries;

. our ability to comply with differing technical and certification requirements outside the United States;
. tariffs, export controls and other non-tariff barriers such as quotas and local content rules;

o more limited protection for intellectual property rightsin some countries;

. adverse tax consequences, including as aresult of transfer pricing adjustments involving our foreign operations,
. fluctuationsin currency exchange rates;

. anti-bribery compliance by us or our partners;

. restrictions on the transfer of funds; and

o new and different sources of competition.

Our failure to manage any of these risks successfully could harm our existing and future international operations and seriously impair our
overall business.

We are exposed to fluctuationsin currency exchange rates, which could negatively affect our financial condition and operating results.

Our sales contracts are primarily denominated in U.S. dollars, and therefore, substantially all of our revenues are not subject to foreign
currency risk. However, a strengthening of the U.S. dollar could increase the real cost of our solutions to our customers outside of the United States,
which could adversely affect our financial condition and operating results. In addition, an increasing portion of our operating expenses areincurred in
India, are denominated in Indian Rupees and are subject to fluctuations due to changesin foreign currency exchange rates.
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We may be sued by third parties for alleged infringement of their proprietary rightswhich could result in significant costs and harm our business.

There is considerable patent and other intellectual property development activity in our industry. Our success depends upon us not infringing
upon theintellectual property rights of others. Companiesin the software and technology industries, including some of our current and potential
competitors, own large numbers of patents, copyrights, trademarks and trade secrets and frequently enter into litigation based on allegations of
infringement, misappropriation or other violations of intellectual property rights. In addition, many of these companies have the capability to dedicate
substantially greater resources to enforce their intellectual property rights and to defend claims that may be brought against them. The litigation may
involve patent holding companies or other adverse patent owners who have no relevant product revenue and against whom our potential patents
may provide little or no deterrence. We have received, and may in the future receive, notices that claim we have infringed, misappropriated or
otherwise violated other parties' intellectual property rights. To the extent we gain greater visibility, we face a higher risk of being the subject of
intellectual property infringement claims, which is not uncommon with respect to software technologiesin general and information security
technology in particular. There may be third-party intellectual property rights, including issued or pending patents that cover significant aspects of
our technologies or business methods. Any intellectual property claims, with or without merit, could be very time consuming, could be expensive to
settle or litigate and could divert our management’s attention and other resources. These claims could also subject usto significant liability for
damages, potentially including treble damagesif we are found to have willfully infringed patents or copyrights. These claims could also result in our
having to stop using technology found to bein violation of athird party’srights. We might be required to seek alicense for the intellectual property,
which may not be available on reasonable terms or at all. Even if alicense were available, we could be required to pay significant royalties, which
would increase our operating expenses. As aresult, we may be required to devel op alternative non-infringing technology, which could require
significant effort and expense. If we cannot license or devel op technology for any infringing aspect of our business, we would be forced to limit or
stop sales of one or more of our solutions or features of our solutions and may be unable to compete effectively. Any of these results would harm our
business, operating results and financial condition.

In addition, our agreements with customers and partners include indemnification provisions under which we agree to indemnify them for losses
suffered or incurred as aresult of claims of intellectual property infringement and, in some cases, for damages caused by us to property or persons.
Large indemnity payments could harm our business, operating results and financial condition.

Our use of open source and third-party technology could impose limitations on our ability to commercialize our solutions.

We use open source software in our solutions and in our services engagements on behalf of customers. Asweincreasingly handle configured
implementation of our solutions on behalf of customers, we use additional open source software that we obtain from all over the world. Although we
try to monitor our use of open source software, the terms of many open source licenses have not been interpreted by U.S. courts, and thereisarisk
that such licenses could be construed in a manner that imposes unanticipated conditions or restrictions on our ability to market our solutions. In such
event, we could be required to seek licenses from third partiesin order to continue offering our solutions, to re-engineer our technology or to
discontinue offering our solutionsin the event re-engineering cannot be accomplished on atimely basis, any of which could cause usto breach
contracts, harm our reputation, result in customer losses or claims, increase our costs or otherwise adversely affect our business, operating results
and financial condition.

Some open source licenses contain requirements that we make availabl e source code for modifications or derivative works we create based
upon the type of open source software we use. If we combine our proprietary software with open source software in a certain manner, we could,
under certain open source licenses, be required to rel ease the source code of our proprietary software to the public. Thiswould allow our competitors
to create similar solutions with lower development effort and time and ultimately could result in aloss of product salesfor us.
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Any failureto protect our intellectual property rights could impair our ability to protect our proprietary technology and our brand, which would
substantially harm our business and operating results.

The success of our business and the ability to compete depend in part upon our ability to protect and enforce our trade secrets, trademarks,
copyrights and other intellectual property rights. We primarily rely on copyright, trade secret and trademark laws, trade secret protection and
confidentiality or license agreements with our employees, customers, partners and othersto protect our intellectual property rights. However, the
steps we take to protect our intellectual property rights may be inadequate or we may be unable to secure intellectual property protection for all of our
solutions. Any of our copyrights, trademarks or other intellectual property rights may be challenged by others or invalidated through administrative
process or litigation. Competitors may independently devel op technologies or solutions that are substantially equivalent or superior to our solutions
or that inappropriately incorporate our proprietary technology into their solutions. Competitors may hire our former employees who may
misappropriate our proprietary technology or misuse our confidential information. Although we rely in part upon confidentiality agreements with our
employees, consultants and other third parties to protect our trade secrets and other confidential information, those agreements may not effectively
prevent disclosure of trade secrets and other confidential information and may not provide an adequate remedy in the event of misappropriation of
trade secrets or unauthorized disclosure of confidential information. In addition, others may independently discover our trade secrets and confidential
information, and in such cases we could not assert any trade secret rights against such parties.

In order to protect our intellectual property rights, we may be required to spend significant resources to monitor and protect these rights.
Litigation to protect and enforce our intellectual property rights could be costly, time-consuming and distracting to management and could result in
the impairment or loss of portions of our intellectual property. Furthermore, our effortsto enforce our intellectual property rights may be met with
defenses, counterclaims and countersuits attacking the validity and enforceability of our intellectual property rights. Any litigation, whether or not it
isresolved in our favor, could result in significant expense to us and divert the efforts of our technical and management personnel, which may
adversely affect our business, operating results and financial condition. Certain jurisdictions may not provide adequate legal infrastructure for
effective protection of our intellectual property rights. Changing legal interpretations of liability for unauthorized use of our solutions or lessened
sensitivity by corporate, government or institutional usersto refraining from intellectual property piracy or other infringements of intellectual property
could also harm our business.

It is possible that innovations for which we seek patent protection may not be protectable. Additionally, the process of obtaining patent
protection is expensive and time consuming, and we may not be able to prosecute all necessary or desirable patent applications at a reasonable cost
or in atimely manner. Given the cost, effort, risks and downside of obtaining patent protection, including the requirement to ultimately disclose the
invention to the public, we may not choose to seek patent protection for certain innovations. However, such patent protection could later prove to be
important to our business. Even if issued, there can be no assurance that any patents will have the coverage originally sought or adequately protect
our intellectual property, asthe legal standardsrelating to the validity, enforceability and scope of protection of patent and other intellectual property
rights are uncertain. Any patentsthat areissued may be invalidated or otherwise limited, or may |apse or may be abandoned, enabling other
companiesto better devel op products that compete with our solutions, which could adversely affect our competitive business position, business
prospects and financial condition.

We cannot assure you that the measures we have taken to protect our intellectual property will adequately protect us, and any failure to
protect our intellectual property could harm our business.

We may not be able to enforce our intellectual property rights throughout the world, which could adversely impact our international operations
and business.

Thelaws of some foreign countries do not protect intellectual property rightsto the same extent as federal and state laws in the United States.
Many companies have encountered significant problemsin protecting and enforcing intellectual property rightsin certain foreign jurisdictions. The
legal systems of certain countries, particularly certain developing countries, do not favor the enforcement of patents and other intellectual property
protection. This could make it difficult for usto stop the infringement or misappropriation of our intellectual property rights. Proceedings to enforce
our proprietary rightsin foreign jurisdictions could result in substantial costs and divert our efforts and attention from other aspects of our business.
Accordingly, our effortsto enforce our intellectual property rightsin such countries may be inadequate to obtain a significant commercial advantage
from the intellectual property that we develop, which could have amaterial adverse effect on our business, financial condition and results of
operations.
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We may face risksrelated to securitieslitigation that could result in significant legal expenses and settlement or damage awards.

We have been in the past and may in the future become subject to claims and litigation alleging violations of the securitieslaws or other
related claims, which could harm our business and require usto incur significant costs. We are generally obliged, to the extent permitted by law, to
indemnify our current and former directors and officers who are named as defendantsin these types of lawsuits. Regardless of the outcome, litigation
may require significant attention from management and could result in significant legal expenses, settlement costs or damage awards that could have
amaterial impact on our financial position, results of operations and cash flows.

Additional government regulations may reduce the size of market for our solutions, harm demand for our solutions, force usto update our
solutions or implement changesin our services and increase our costs of doing business.

Any changesin government regulations that impact our customers or their end customers could have a harmful effect on our business by
reducing the size of our addressable market, forcing us to update the solutions we offer or otherwise increasing our costs. For example, with respect
to our life science customers, regulatory developments related to government-sponsored entitlement programs or U.S. Food and Drug Administration
or foreign equivalent regulation of, or denial, withholding or withdrawal of approval of, our customers' products could lead to alack of demand for
our solutions. Other changes in government regulations, in areas such as privacy, export compliance or anti-bribery statutes, such asthe U.S. Foreign
Corrupt Practices Act, could require us to implement changesin our solutions, services or operations that increase our cost of doing business and
thereby adversely affecting our financial performance.

Failureto comply with certain certifications and standards pertaining to our solutions, as may be required by governmental authorities or other
standards-setting bodies could harm our business. Additionally, failure to comply with governmental laws and regulations could harm our
business.

Customers may require our solutions to comply with certain security or other certifications and standards, which are promulgated by
governmental authorities or other standards-setting bodies. The requirements necessary to comply with these certifications and standards are
complex and often change significantly. If our solutions are late in achieving or fail to achieve compliance with these certifications and standards,
including when they revised or otherwise change, or our competitors achieve compliance with these certifications and standards, we may be
disqualified from selling our solutions to such customers, or at a competitive disadvantage, which would harm our business, operating results and
financial condition.

We are subject to governmental export and import controlsthat could subject usto liability or impair our ability to compete in international
markets.

Certain of our solutions are subject to U.S. export controls and may be exported outside the United States only with the required export license
or through an export license exception. Additionally, we incorporate encryption technology into our solutions, which may require additional filings
prior to export. If wewereto fail to comply with U.S. export licensing requirements, U.S. customs regulations, U.S. economic sanctions or other laws,
we could be subject to substantial civil and criminal penalties, including fines, incarceration for responsible employees and managers, and the
possible loss of export or import privileges. Obtaining the necessary export license for a particular sale may be time-consuming and may result in the
delay or loss of sales opportunities. Furthermore, U.S. export control laws and economic sanctions prohibit the shipment of certain productsto U.S.
embargoed or sanctioned countries, governments and persons. Even though we take precautions to ensure that our channel partners comply with all
relevant regulations, any failure by our channel partnersto comply with such regulations could have negative consequences, including reputational
harm, government investigations and penalties.

In addition, various countries regulate the import of certain encryption technology, including through import permit and license requirements,
and have enacted laws that could limit our ability to distribute our solutions or could limit our customers’ ability to implement our solutionsin those
countries. Changesin our solutions or changes in export and import regul ations may create delays in the introduction of our solutionsinto
international markets, prevent our customers with international operations from deploying our solutions globally or, in some cases, prevent the export
or import of our solutions to certain countries, governments or person’s altogether. Any change in export or import regulations, economic sanctions
or related legislation, shift in the enforcement or scope of existing regulations, or change in the countries, governments, persons or technologies
targeted by such regulations, could result in decreased use of our solutions by, or in our decreased ability to export or sell our solutionsto, existing
or potential customerswith international operations. Any decreased use of our solutions or limitation on our ability to export or sell our solutions
would likely adversely affect our business, financial condition, and operating results.
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We may acquire other businesses, which could reguire significant management attention, disrupt our business, dilute stockholder value and
adversely affect our operating results.

As part of our business strategy, we have in the past and may in the future make investmentsin other companies, solutions or technol ogies to,
among other reasons, expand or enhance our product offerings. We may not be able to find suitable acquisition candidates, and we may not be able
to complete acquisitions on favorable terms, if at all. If we do complete acquisitions, such as our recent acquisition of substantially all of the assets of
Infonow Corporation (dba Channelinsight), we may not ultimately strengthen our competitive position or achieve our goals, and any acquisitions we
complete could be viewed negatively by usersor investors. In addition, if wefail to integrate successfully such acquisitions, or the technologies
associated with such acquisitions, into our company, the revenues and operating results of the combined company could be adversely affected. Any
integration process will require significant time and resources, and we may not be able to manage the process successfully. We may not successfully
evaluate or utilize the acquired technology and accurately forecast the financial impact of an acquisition transaction, including accounting charges.
We may have to pay cash, incur debt or issue equity securitiesto pay for any such acquisition, each of which could affect our financial condition or
the value of our capital stock. The sale of equity or issuance of debt to finance any such acquisitions could result in dilution to our stockholders. If
we incur more debt it would result in increased fixed obligations and could also subject usto covenants or other restrictions that would impede our
ability to manage our operations.

If we are required to collect sales and use taxes on the solutions we sell, we may be subject to liability for past sales and our future sales may
decrease.

State and local taxing jurisdictions have differing rules and regulations governing sales and use taxes, and these rules and regulations are
subject to varying interpretations that may change over time. In particular, the applicability of salestaxesto our subscription servicesin various
jurisdictionsis unclear. Although we have historically collected and remitted sales tax in certain circumstances, it is possible that we could face sales
tax audits and that our liability for these taxes could exceed our estimates as state tax authorities could still assert that we are obligated to collect
additional amounts as taxes from our customers and remit those taxes to those authorities. We could also be subject to audits with respect to state
and international jurisdictions for which we have not accrued tax liabilities. A successful assertion that we should be collecting additional sales or
other taxes on our servicesin jurisdictions where we have not historically done so and do not accrue for sales taxes could result in substantial tax
liabilities for past sales, discourage customers from purchasing our solutions or otherwise harm our business and operating results.

Uncertainty in global economic conditions may adversely affect our business, operating results or financial condition.

Our operations and performance depend on global economic conditions. Challenging or uncertain economic conditions make it difficult for our
customers and potential customersto accurately forecast and plan future business activities, and may cause our customers and potential customers
to slow or reduce spending, or vary order frequency, on our solutions. Furthermore, during challenging or uncertain economic times, our customers
may face difficulties gaining timely access to sufficient credit and experience decreasing cash flow, which could impact their willingness to make
purchases and their ability to make timely paymentsto us. Global economic conditions havein the past and could continue to have an adverse effect
on demand for our solutions, including new bookings and renewal and upsell rates, on our ability to predict future operating results and on our
financial condition and operating results. If global economic conditions remain uncertain or deteriorate, it may materially impact our business,
operating results and financial condition.

Our businessis subject to therisks of earthquakes, fire, power outages, floods and other catastrophic events, and to interruption by manmade
problems such asterrorism.

Our corporate headquarters and facilities are located near known earthquake fault zones and are vulnerable to significant damage from
earthquakes. The corporate headquarters and facilities are al so vulnerable to damage or interruption from human error, intentional bad acts,
earthquakes, hurricanes, floods, fires, war, terrorist attacks, power losses, hardware failures, systems failures, telecommunications failures and similar
events. The occurrence of anatural disaster or an act of terrorism or vandalism or other misconduct or other unanticipated problems with our facilities
could result in lengthy interruptionsto our services. If any disaster were to occur, our ability to operate our business at our facilities could be
seriously or completely impaired or destroyed. The insurance we maintain may not be adequate to cover our losses resulting from disasters or other
businessinterruptions.

Our financial results may be adversely affected by changesin accounting principles generally accepted in the United States.

Generally accepted accounting principlesin the United States (U.S. GAAP) is subject to interpretation by the Financial Accounting Standards
Board (FASB), the American Institute of Certified Public Accountants, the SEC and various bodies formed to promulgate and interpret appropriate
accounting principles. A change in these principles or interpretations could have a significant effect on our financial results, and could affect the
reporting of transactions completed before the announcement of a change.
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If our estimates or judgmentsrelating to our critical accounting policies are based on assumptions that change or prove to be incorrect, our
operating results could fall below expectations of securities analysts and investors, resulting in a declinein our stock price.

The preparation of financial statementsin conformity with U.S. GAAP requires management to make estimates and assumptions that affect the
amounts reported in the Consolidated Financial Statements and accompanying notes. For example, our revenue recognition policy is complex and we
often must make estimates and assumptions that could prove to be inaccurate. We base our estimates on historical experience and on various other
assumptions that we believe to be reasonable under the circumstances, the results of which form the basis for making judgments about revenue
recognition, capitalized software, the carrying values of assets, taxes, liabilities, equity, revenues and expenses that are not readily apparent from
other sources. Our operating results may be adversely affected if our assumptions change or if actual circumstances differ from thosein our
assumptions, which could cause our operating results to fall below the expectations of securities analysts and investors, resulting in a declinein our
stock price. Significant assumptions and estimates used in preparing our Consolidated Financial Statementsinclude those related to revenue
recognition, share-based compensation and income taxes.

We incur significant costs and devote substantial management time as a result of operating as a public company.

Asapublic company, we incur significant legal, accounting and other expenses. For example, we are required to comply with the requirements
of the Sarbanes-Oxley Act of 2002 (Sarbanes-Oxley Act) and the Dodd Frank Wall Street Reform and Consumer Protection Act, aswell asrulesand
regulations subsequently implemented by the SEC and the New Y ork Stock Exchange, including the establishment and maintenance of effective
disclosure and financial controls and changes in corporate governance practices. Despite reform made possibl e by the Jumpstart Our Business
Startups Act (JOBS Act), which allows us to take advantage of certain exemptions from various reporting requirements applicabl e to other public
companies that are not “ emerging growth companies,” compliance with these requirements has and we expect to continue to increase our legal and
financial compliance costs and make some activities more time consuming and costly. In addition, our management and other personnel have and will
need to divert attention from operational and other business matters to devote substantial time to these public company requirements.

In particular, we expect to incur significant expenses and devote substantial management effort toward ensuring compliance with the
reguirements of Section 404 of the Sarbanes-Oxley Act, when applicable to us. We cannot predict or estimate the costs we may incur as aresult of
being a public company or the timing of such costs.

We are an “ emerging growth company,” and we cannot be certain if reduced disclosure reguirements applicable to emerging growth companies
will make our common stock |ess attractive to investors.

We are an “emerging growth company.” Under the JOBS Act, emerging growth companies can delay adopting new or revised accounting
standards until such time as those standards apply to private companies. We haveirrevocably elected not to avail ourselves of this exemption from
new or revised accounting standards and, therefore, we will be subject to the same new or revised accounting standards as other public companies
that are not emerging growth companies.

We will remain an emerging growth company for up to five yearsfollowing our PO, although if our annual gross revenues exceed $1 hillionin
any fiscal year before that time, or if the market value of our common stock that is held by non-affiliates exceeds $700 million as of March 31 of any
year before that time, or if we issue more than $1 billion in non-convertible debt over athree-year period, we would cease to be an emerging growth
company.

Asarelatively new public company, we have and intend to continue to take advantage of certain exemptions from various reporting
regquirements that are applicable to many public companies that are not emerging growth companies, including not being required to comply with the
auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, reduced disclosure obligations regarding executive compensation in our
periodic reports and proxy statements and exemptions from the requirements of holding a nonbinding advisory vote on executive compensation and
stockholder approval of any golden parachute payments not previously approved by our stockholders. We cannot predict if investorswill find our
common stock |ess attractive because we rely on these exemptions. If someinvestors find our common stock |ess attractive as aresult, there may be a
less active trading market for our common stock and our stock price may be more volatile.
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If wefail to maintain an effective system of internal controls, our ability to produce timely and accurate financial statements or comply with
applicable regulations could be impaired.

Asapublic company, we are subject to the reporting requirements of the Exchange Act, the Sarbanes-Oxley Act and the rules and regulations
of the applicable listing exchange. We expect that the requirements of these rules and regulations will continue to increase our legal, accounting and
financial compliance costs, make some activities more difficult, time consuming and costly, and place significant strain on our personnel, systems and
resources.

The Sarbanes-Oxley Act requires, among other things, that we maintain effective disclosure controls and procedures and internal control over
financial reporting. We are continuing to develop and refine our disclosure controls and other procedures that are designed to ensure that
information required to be disclosed by usin the reports that we file with the SEC is recorded, processed, summarized and reported within the time
periods specified in SEC rules and forms, and that information required to be disclosed in reports under the Exchange Act is accumulated and
communicated to our principal executive and financial officers.

Our current controls and any new controls that we develop may become inadequate because of changesin conditionsin our business. Further,
weaknessesin our internal controls may be discovered in the future. Any failure to develop or maintain effective controls, or any difficulties
encountered in their implementation or improvement, could harm our operating results or cause usto fail to meet our reporting obligations and may
result in arestatement of our financial statementsfor prior periods. Any failure to implement and maintain effective internal controls also could
adversely affect the results of periodic management evaluations and, if applicable, annual independent registered public accounting firm attestation
reports regarding the effectiveness of our internal control over financial reporting that we are required to include in our periodic reports we file with
the SEC under Section 404 of the Sarbanes-Oxley Act. Ineffective disclosure controls and procedures and internal control over financial reporting
could also cause investors to |ose confidence in our reported financial and other information, which would likely have a negative effect on the trading
price of our common stock.

In order to maintain and improve the effectiveness of our disclosure controls and procedures and internal control over financial reporting, we
have expended, and anticipate that we will continue to expend, significant resources, including accounting-related costs, and provide significant
management oversight. Any failure to maintain the adequacy of our internal controls, or consequent inability to produce accurate financial statements
on atimely basis, could increase our operating costs and could materially impair our ability to operate our business. In the event that our internal
controls are perceived as inadequate or that we are unable to produce timely or accurate financial statements, investors may lose confidence in our
operating results and our stock price could decline. In addition, if we are unable to continue to meet these requirements, we may not be able to remain
listed on the New Y ork Stock Exchange.

Our independent registered public accounting firm is not required to formally attest to the effectiveness of our internal control over financial
reporting until after we are no longer an emerging growth company. At such time, our independent registered public accounting firm may issue a
report that is adversein the event it is not satisfied with the level at which our controls are documented, designed or operating. Our remediation
efforts may not enable usto avoid amaterial weaknessin the future.

We may need additional capital, and we cannot be certain that additional financing will be available.

We may require additional financing in the future. Our ability to obtain financing will depend, among other things, on our development efforts,
business plans, operating performance and condition of the capital markets at the time we seek financing. We cannot assure you that additional
financing will be available to us on favorable termswhen required, or at all. If we raise additional funds through the issuance of equity, equity-linked
or debt securities, those securities may have rights, preferences or privileges senior to the rights of our common stock or preferred stock, and our
stockholders may experience dilution.

If we need additional capital and cannot raise it on acceptable terms, we may not be able to, among other things:
. develop or enhance our solutions;
o continue to expand our sales and marketing and research and devel opment organi zations,
. acquire complementary technologies, solutions or businesses;
. expand operations, in the United States or internationally;
. hire, train and retain employees; or

. respond to competitive pressures or unanticipated working capital requirements.
Our failure to do any of these things could seriously harm our business, financial condition, and operating results.
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Our ability to use our net operating losses to offset future taxable income may be subject to certain limitations.

In general, under Section 382 of the U.S. Internal Revenue Code of 1986, as amended (Code), and similar state |law provisions, a corporation
that undergoes an “ ownership change” is subject to limitations on its ability to utilize its pre-change net operating losses (NOL s) to offset future
taxable income. If our existing NOL s are subject to limitations arising from ownership changes, our ability to utilize NOLs could be limited by
Section 382 of the Code. Future changes in our stock ownership, some of which are outside of our control, also could result in an ownership change
under Section 382 of the Code. Thereisalso arisk that our NOLs could expire, or otherwise be unavailable to offset future income tax liabilities dueto
changesin the law, including regulatory changes, such as suspensions on the use of NOL s or other unforeseen reasons. For these reasons, we may
not be able to utilize amaterial portion of the NOLs, even if we attain profitability. For example, certain NOLs will begin to expirein 2016.

Risks Related to the Owner ship of Our Common Stock
Our stock price may be volatile, and you may be unable to sell your shares at or above your purchase price.

The market price of our common stock could be subject to wide fluctuationsin response to, among other things, the factors described in this
“Risk Factors” section or otherwise and other factors beyond our control, such as fluctuations in the valuations of companies perceived by investors
to be comparableto us.

Furthermore, the stock markets have experienced price and volume fluctuations that have affected and continue to affect the market prices of
equity securities of many companies. These fluctuations often have been unrelated or disproportionate to the operating performance of those
companies. These broad market fluctuations, aswell as general economic, systemic, political and market conditions, such as recessions, interest rate
changes or international currency fluctuations, may negatively affect the market price of our common stock.

In the past, many companies that have experienced volatility in the market price of their stock have become subject to securities class action
litigation. We may be the target of thistype of litigation in the future. Securitieslitigation against us could result in substantial costs and divert our
management’s attention, which could harm our business.

If securities analysts do not publish research or reports or if they publish unfavorable or inaccurate research about our business and our stock,
the price of our stock and the trading volume could decline.

We expect that the trading market for our common stock will be affected by research or reports that industry or financial analysts publish about
us or our business. There are many large, well-established companies active in our industry and portions of the marketsin which we compete, which
may mean that we receive less widespread analyst coverage than our competitors. If one or more of the analysts who covers us downgrades their
evaluations of our company or our stock, the price of our stock could decline. If one or more of these analysts cease coverage of our company, our
stock may lose visibility in the market, which in turn could cause our stock price to decline.

Our restated certificate of incorporation and restated bylaws and Delaware law could prevent a takeover that stockholders consider favorable
and could also reduce the market price of our stock.

Our restated certificate of incorporation and restated bylaws contain provisions that could delay or prevent a change in control of us. These
provisions could also make it more difficult for stockholders to elect directors and take other corporate actions. These provisionsinclude:

. providing for aclassified board of directors with staggered, three year terms;

. authorizing the board of directorsto issue, without stockholder approval, preferred stock with rights senior to those of our common
stock;

. providing that vacancies on our board of directors befilled by appointment by the board of directors;
o prohibiting stockholder action by written consent;

. requiring that certain litigation must be brought in Delaware;

. limiting the persons who may call special meetings of stockholders; and

. requiring advance notification of stockholder nominations and proposals.
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In addition, we are subject to Section 203 of the Delaware General Corporation Law which may prohibit large stockholders, in particular those
owning fifteen percent or more of our outstanding voting stock, from merging or combining with us for acertain period of time without the consent of
our board of directors.

These and other provision in our restated certificate of incorporation and our restated bylaws and under the Delaware General Corporation Law
could discourage potential takeover attempts, reduce the price that investors might be willing to pay in the future for shares of our common stock and
result in the market price of our common stock being lower than it would be without these provisions.

We do not anticipate paying any dividends on our common stock.

We do not anticipate paying any cash dividends on our common stock in the foreseeabl e future. If we do not pay cash dividends, you would
receive areturn on your investment in our common stock only if the market price of our common stock is greater at the time you sell your shares than
the market price at the time you bought your shares

ITEM 1B. Unresolved Staff Comments

None.

ITEM 2. Properties

Our corporate headquarters are located in Redwood City, California, and consist of approximately 34,600 square feet of space under alease that
expiresin December 2017. Our cloud-based solutions are operated through third-party data centerslocated in Missouri, Texas and Massachusetts.

We have additional U.S. officesin California, lllinois, Massachusetts and New Jersey. We a so have officesin international locationsin India,
Switzerland and the United Kingdom. We believe our facilities are adequate for our current needs and for the foreseeable future; however, we will
continue to seek additional space as needed to accommodate our growth. See Note 5 to the Consolidated Financial Statements and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations—Contractual Payment Obligations” for information regarding our lease
obligations.

ITEM 3. L egal Proceedings

From timeto time, we areinvolved in various legal proceedings arising from the normal course of our business activities. We are presently
involved in litigation arising from our initial public offering (IPO). We accrue a liability when management believesthat it is both probable that a
liability has been incurred and the amount of loss can be reasonably estimated. As of September 30, 2015, it was not reasonably possible that any
material loss had been incurred. We review these matters at least quarterly and adjust our accrualsto reflect the impact of negotiations, settlements,
rulings, advice of legal counsel, and other information and events pertaining to the cases discussed below.

On September 5, 2014 and January 22, 2015, purported securities class action lawsuits were filed in the Superior Court of the State of California,
County of San Mateo, against us, certain of our current and former directors and executive officers and underwriters of our |PO. The lawsuits were
brought by purported stockholders of our company seeking to represent a class consisting of all those who purchased our stock pursuant and/or
traceabl e to the Registration Statement and Prospectusissued in connection with our IPO. The lawsuits assert claims under Sections 11, 12(a)(2) and
15 of the Securities Act of 1933 and seek unspecified damages and other relief. On March 2, 2015, the Court entered an order consolidating the two
class action lawsuits.

On November 4, 2015, all parties reached amutually acceptable resolution by way of amediated settlement. The agreement in principle callsfor

the company to contribute $250,000 toward the settlement, with the remainder to be covered by the company’s D& O insurance. The company is
satisfied with this resolution given the risks and expenses associated with further litigation. The settlement is subject to court approval.

ITEM 4. Mine Safety Disclosure
Not applicable.
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PART 11

ITEM 5. Market for Registrant’s Common Equity, Related Stockholder Mattersand Issuer Purchases of Equity Securities
Market Information for Common Stock

Model N common stock istraded on the New Y ork Stock Exchange under the symbol “MODN". The high and low sales prices per share of
common stock for each of the quartersin the last two fiscal years were asfollows:

Fiscal Year 2015 Fiscal Year 2014
High Low High Low
Fiscal Quarter $ 1134 $ 877 $ 1200 $ 7.55
Second Quarter $ 1257 $ 1030 $ 1297 $ 9.20
Third Quarter $ 1270 $ 1098 $ 1157 $ 8.69
Fourth Quarter $ 1224 % 975 $ 1142 % 8.56

Dividend Policy

We have never declared or paid, and do not anticipate declaring or paying in the foreseeabl e future, any cash dividends on our capital stock.
Any future determination asto the declaration and payment of dividends, if any, will be at the discretion of our board of directors, subject to
applicable laws and will depend on then existing conditions, including our financial condition, operating results, contractual restrictions, capital
requirements, business prospects, and other factors our board of directors may deem relevant.

Stockholders

As of November 10, 2015, there were 111 holders of record of our common stock, including The Depository Trust Company, which holds
shares of our common stock on behalf of an indeterminate number of beneficial owners.

Securities Authorized for I ssuance under Equity Compensation Plans

Theinformation called for by thisitem isincorporated by reference to our Proxy Statement for the Annual Meeting of Stockholdersto be held
in 2016 (Proxy Statement). See Part |11, Item 12 “ Security Ownership of Certain Beneficial Owners and Management” and “ Equity Compensation Plan
Information.”
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Stock Performance Graph

Thefollowing shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or incorporated by reference into any of our other
filings under the Exchange Act or the Securities Act of 1933, as amended, except to the extent we specifically incorporate it by referenceinto such
filing.

This chart compares the cumulative total return on our common stock with that of the NASDAQ Composite Index and the NASDAQ Computer
Index. The chart assumes $100 was invested at the close of market on March 20, 2013, in our common stock, the NASDAQ Composite Index and the
NASDAQ Computer Index, and assumes the reinvestment of any dividends.
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Use of Proceeds from Public Offering of Common Stock

On March 19, 2013, our registration statements on Form S-1 (File Nos. 333-186668 and 333-187370) were declared effective by the SEC for our
initial public offering (IPO) pursuant to which we sold an aggregate of 7,751,000 shares of our common stock (inclusive of 1,011,000 shares of common
stock pursuant to the full exercise of an overallotment option granted to the underwriters and 740,000 shares of common stock sold by a selling
stockholder) at aprice to the public of $15.50 per share. There has been no material change in the planned use of proceeds from our PO as described
inour final prospectus filed with the SEC on March 20, 2013 pursuant to Rule 424(b).
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ITEM 6. Selected Consolidated Financial Data

The consolidated statement of operations data for the fiscal years ended September 30, 2015, 2014 and 2013 and the selected consolidated
bal ance sheet data as of September 30, 2015 and 2014 are derived from our audited consolidated financial statementsincluded in this Form 10-K. The
consolidated statement of operations data for fiscal years ended September 30, 2012 and 2011, and the sel ected consolidated balance sheet data as of
September 30, 2013, 2012 and 2011 are derived from audited consolidated financial statements that are not included in the Form 10-K. Theinformation
set forth below is not necessarily indicative of results of future operations, and should be read in conjunction with Item 7, “Management's Discussion
and Analysis of Financial Condition and Results of Operations” and the consolidated financial statements and related notesincluded in Part 11,
Item 8, "Consolidated Financia Statements and Supplementary Data" in this Annual Report on Form 10-K.

Fiscal Years Ended September 30,
2015 2014 2013 2012 2011
(in thousands, except per share data)

Consolidated Statements of Operations Data:

Revenues:
License and implementation $ 36,172 $ 35333 $ 59,134 $ 49756 $ 41,499
SaaS and maintenance* 57,596 46,423 42,770 34,502 23,672
Total revenues 03,768 81,756 101,904 84,258 65,171
Cost of Revenues:
License and implementation 15,555 16,652 26,832 22,483 18,092
SaaS and maintenance 26,014 21,092 19,350 18,053 8,828
Total cost of revenues 41,569 37,744 46,182 40,536 26,920
Gross profit 52,199 44,012 55,722 43,722 38,251
Operating Expenses:
Research and devel opment 17,906 18,710 16,772 17,695 13,809
Sales and marketing 30,300 25,998 21,144 19,640 13,935
General and administrative 23,132 19,671 16,063 10,584 7,860
Restructuring — 26 1,215 — —
Total operating expenses 71,338 64,405 55,194 47,919 35,604
(Loss) income from operations (19,139) (20,393) 528 (4,297) 2,647
Interest (income) expense, net (6) (12) 357 655 677
Other (income) expenses, net (22) 116 658 540 316
(Loss) income before income taxes (19,111) (20,497) (487) (5,392) 1,654
Provision for income taxes 528 384 439 301 172
Net (loss) income $ (19639) $ (20881) $ (926) $ (5,693) $ 1,482
Net loss per share attributable to common stockholders (1):
Basic and diluted $ 076 $ (0.86) $ (0.06) $ (0.73) $ —

Weighted average number of shares used in computing net
loss per share attributable to common stockholders (2):
Basic and diluted 26,015 24,399 15,979 7,815 7,324

Other Financial Data:
Adjusted EBITDA $ (3332) $ (6,241) $ 9621 $ 4957 % 4,389

*SaaS Revenue $ 22923 % 14688 $ 13,667 $ 9053 $ 784

(1 SeeNote 8to our consolidated financial statements for a description of the method used to compute basic and diluted net |oss per share
attributable to common stockholders. There was no net income attributable to common stockholders for the fiscal year 2011.

(@  See“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Non-GAAP Financial Measure” in Item 7 for
more information and areconciliation of adjusted EBITDA to net loss, the most directly comparable financial measure calculated and presented
in accordance with generally accepted accounting principlesin the United States.
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As of September 30,
2015 2014 2013 2012 2011
(in thousands)

Consolidated Balance Sheet Data

Cash and cash equivalents $ 91,019 $ 101,006 $ 103350 $ 15,768 $ 18,420
Working capital (deficit) 74,814 82,370 86,842 (12,584) 1,082
Total assets 121,970 129,131 134,472 40,598 36,954
Loan obligations, current and long-term — — — 5,127 7,378
Total liabilities 38,908 40,167 40,854 51,085 44,881
Convertible preferred stock — — — 41,776 41,776
Total stockholders' equity (deficit) 83,062 88,964 93,618 (52,263) (49,703)
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ITEM 7. M anagement’s Discussion and Analysis of Financial Condition and Results of Operations

You should read the following discussion and analysis of our financial condition and results of operations together with the consolidated
financial statements and related notes that are included elsewherein thisreport. This discussion contains forwar d-looking statements based upon
current expectations that involve risks and uncertainties. Our actual results may differ materially fromthose anticipated in these forward-looking
statements as a result of various factors, including those set forth under “ Risk Factors” or in other parts of thisreport.

Overview

We are aleader in Revenue Management cloud solutions for the life science and technology companies. Driving mission critical business
processes such as configure, price and quote (CPQ), rebates and regulatory compliance, our cloud solutions transform the revenue lifecycle from a
series of disjointed operationsinto a strategic end-to-end process. With deep industry expertise, we support the unique business needs of the
world'sleading brandsin life science and technol ogy across more than 100 countries.

Our solutions comprised of several complementary software applications. Revenue Enterprise Cloud, Revenue Intelligence Cloud and Revvy.
Sales of our solutions range from individual applicationsto complete suites, and deployments may vary from specific divisions or territoriesto
enterprise-wide implementations.

We derive revenues primarily from the sale of our cloud-based and on premise solutions and rel ated implementation services, aswell as
mai ntenance and support and application support. We price our solutions based on a number of factors, including revenues under management and
number of users. Our license and implementation revenues are comprised of sales of perpetual license and related implementation services, which
revenues are recognized over the implementation period, which commences when implementation work begins and typically ranges from afew months
to three years. Maintenance and support revenues are recognized ratably over the support period, which istypically one year. SaaS revenues for
cloud-based solutions are derived from subscription fees from customers accessing our cloud-based solutions, as well as from associated
implementation services, revenue is recognized ratably over the term of the contract which istypically three years. The actual timing of revenue
recognition may vary based on our customers’ implementation requirements and availability of our services personnel.

We market and sell our solutionsto customersin the life science and technology industries. While we have historically generated the
substantial majority of our revenues from companiesin the life science industry, we have also grown our base of technology customers and intend to
continue to focus on increasing the revenues from customers in the technology industry. Our most significant customersin any given period
generally vary from period to period due to the timing of implementation and related revenue recognition over those periods of larger projects. During
the fiscal years ended September 30, 2015 and 2014, one customer, Johnson and Johnson, accounted for approximately 11% and 15% of our total
revenues. During the fiscal year ended September 30, 2013, two customers accounted for approximately 12% each of our total revenues. For the fiscal
year ended September 30, 2015, approximately 6% of our total revenues were derived from customers located outside the United States.

For thefiscal years ended September 30, 2015, 2014 and 2013, our total revenues were $93.8 million, $81.8 million and $101.9 million,
respectively, representing a year-over-year increase of approximately 15% from 2014 to 2015 and year-over-over decline of approximately 20% from
2013 to 2014. Revenuesincreased in the 2015 fiscal year primarily due to improvement in sales execution. Improvement in sales execution in fiscal year
2015 resulted in the acquisition of new customers and an increase in our revenues, which we expect to continue to improve in fiscal year 2016.

Key BusinessMetrics

In addition to the measures of financial performance presented in our Consolidated Financial Statements, we use certain key metricsto evaluate
and manage our business, including four-quarter revenues from current customers and Adjusted EBITDA. We use these key metricsinternally to
manage the business, and we believe they are useful for investors to compare key financial data from various periods. See “—Non-GAAP Financia
Measure” below.

Key Components of Results of Operations
Revenues

Revenues are comprised of license and implementation revenues and SaaS and maintenance revenues.
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License and |mplementation

License and implementation revenues are generated from the sale of software licenses for our on premise solutions and related implementation
services. We expect our license and implementation revenues for the fiscal year 2016 to be lower both in absolute dollars and as percentage of total
revenue from those recorded in the fiscal year ended on September 30, 2015, primarily due to increased focus on subscription revenues, which are
covered in our SaaS and maintenance line, which began to gain wider acceptance as adelivery model.

SaaS and Maintenance

SaaS and maintenance revenues primarily include subscription and related implementation fees from customers accessing our cloud-based
solutions and revenues associ ated with maintenance contracts from license customers. Also included in SaaS and maintenance revenues are other
revenues, including revenues related to managed support services (MSS), revenue management as a service (RMaaS), training and customer-
reimbursed expenses. Infiscal year 2015, we took several stepsto transform our business model in order to increase the percentage of our business
coming from SaaS and maintenance revenues. We believe we have an opportunity to accel erate the shift in our business model to recurring revenues,
as SaaS is gaining wide acceptance as a delivery model, particularly in the technology sector and mid-market life science companies. In fiscal year
2015, we started marketing and selling some of our new products and services such as our Revvy product suite and RMaaS (our professional service
to upgrade customer software to our latest software version). Accordingly, we expect that SaaS and maintenance revenues for the fiscal year 2016 will
be higher and will also increase as a percentage of total revenues as we continue to acquire new SaaS customers.

Cost of Revenues

Our total cost of revenuesis comprised of the following:

License and | mplementation

Cost of license and implementation revenues includes costs rel ated to the implementation of our on premise solutions. Cost of license and
implementation revenues primarily consists of personnel-related costs including salary, bonus, stock-based compensation, third-party contractor
costs and royalty fees paid to third parties for rightsto their intellectual property. Cost of license and implementation revenues may vary from period
to period depending on a number of factors, including the amount of implementation services required to deploy our solutions and the level of
involvement of third-party contractors providing implementation services.

SaaS and Maintenance

Cost of SaaS and maintenance revenues includes those costs rel ated to the implementation of our cloud-based sol utions, maintenance and
support and application support for our on premise solutions and training. Cost of SaaS and maintenance revenues primarily consists of personnel-
related costsincluding salary, customer reimbursable expense, bonus, stock-based compensation, L eapFrogRx compensation charges, third-party
contractors, facility expense, and depreciation related to server equipment including capitalized software and data center-rel ated expenses. We believe
that cost of SaaS and maintenance revenues will continue to increase in absol ute dollars as we continue to focus on building infrastructure for our
cloud-based solutions.

Operating Expenses

Our operating expenses consist of research and development, sales and marketing and general and administrative expenses.

Resear ch and Devel opment

Our research and devel opment expenses consist primarily of personnel-related costs including salary, bonus, stock-based compensation, as
well asthird-party contractors and travel-related expenses. Our software development costs for new software solutions and enhancements to existing
software solutions are generally expensed as incurred. However, we capitalize development costs incurred in connection with the devel opment of
certain additional service offerings that will only be offered through the cloud. As of September 30, 2015, the net book value of capitalized software
development costs was $4.3 million, of which $3.2 million isrelated to the software that was made available for use by our customersin fiscal year
2015. The remaining amount of $1.1 million relates to the devel opment of a product that is not completed as of September 30, 2015. We expect our
research and devel opment expenses to increase in absol ute dollars as we continue to devel op new applications and enhance our existing software
solutions.
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Sales and Marketing

Our sales and marketing expenses consist primarily of personnel-related costs including salary, bonus, commissions, stock-based
compensation, aswell asthird-party contractors, travel-related expenses and marketing programs. For fiscal year 2015, we recognize sales commission
expense upon the booking of a contract, while we recognize revenue over the period services were provided. We expect our sales and marketing
expenses to increase in absolute dollars as we continue to invest in our sales and marketing organization, increase the number of our sales and
marketing employees and increase market program spend to grow in our business.

General and Administrative

Our general and administrative expenses consist primarily of personnel-related costsincluding salary, bonus, stock-based compensation, audit
and legal fees aswell as third-party contractors and travel-related expenses. We expect to continue to incur significant accounting and legal costs
related to being a public company, aswell asinsurance, investor relations and other costs.

LeapFrogRx Compensation Charges

In January 2012, we acquired certain assets and liabilities of LeapFrogRx for initial cash consideration of $3.0 million aswell as potential
additional paymentsto former LeapFrogRx stockholders totaling up to $8.3 million, which were incurred through January 2015. These additional
payments were, among other things, subject to future continued employment and are therefore considered compensatory in nature and are being
recognized as compensation expense (L eapFrogRx compensation charges) over the term of each component. We paid the final LeapFrogRx
compensation charges of $1.0 million in January 2015.

Results of Operations

The following tables set forth our consolidated results of operations for the periods presented and as a percentage of our total revenues for
those periods. The period-to-period comparison of financial resultsis not necessarily indicative of financial resultsto be achieved in future periods.

Fiscal Years Ended September 30,
2015 2014 2013
(in thousands)

Consolidated Statements of Operations Data:

Revenues:
License and implementation $ 36,172 $ 35,333 $ 59,134
SaaS and maintenance 57,596 46,423 42,770
Total revenues 93,768 81,756 101,904

Cost of Revenues:

License and implementation 15,555 16,652 26,832
SaaS and maintenance 26,014 21,092 19,350
Total cost of revenues 41,569 37,744 46,182
Gross profit 52,199 44,012 55,722
Operating Expenses:
Research and devel opment 17,906 18,710 16,772
Sales and marketing 30,300 25,998 21,144
General and administrative 23,132 19,671 16,063
Restructuring — 26 1,215
Total operating expenses 71,338 64,405 55,194
(Loss) income from operations (19,139) (20,393) 528
Interest (expense) income, net (6) (12) 357
Other (income) expenses, net (22) 116 658
Loss before income taxes (19,111) (20,497) (487)
Provision for income taxes 528 384 439
Net loss $ (19,639) $ (20,881) $ (926)
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Comparison of the Fiscal Years Ended September 30, 2015 and 2014

Revenues
Fiscal Years Ended September 30,
2015 2014 Change
% of % of
Total Total
Amount Revenues Amount Revenues ($) (%)
(in thousands, except per centages)
Revenues:
License and implementation $ 36,172 39 % $ 35333 3 % $ 839 2 %
SaaS and maintenance 57,596 61 46,423 57 11,173 24
Total revenues $ 93,768 100 % $ 81756 100 % $ 12,012 15 %

License and | mplementation

License and implementation revenues increased $0.8 million, or 2%, to $36.2 million for the fiscal year ended September 30, 2015 from $35.3
million for the fiscal year ended September 30, 2014. As a percentage to total revenues, license and implementation revenue decreased from 43% to
39% primarily dueto increase in SaaS and maintenance revenue, as we continue to focus on our recurring revenue activities. Theincreaseisaresult
of agreater amount of revenue generated from projects completed during fiscal year 2015 as compared to fiscal year 2014.

SaaS and Maintenance

SaaS and maintenance revenues increased $11.2 million, or 24%, to $57.6 million for the fiscal year ended September 30, 2015 from $46.4 million
for the fiscal year ended September 30, 2014. The increase in SaaS and maintenance revenues was primarily driven by an increase of $8.2 millionin
subscription revenues, $0.9 million in revenues from our new offering RMaaS, $1.0 million in maintenance revenues and $1.3 million in managed
support services revenues primarily due to acquisition of new customers as we improved our sales execution in fiscal year 2015. These increases were
primarily offset by adecrease of $0.2 million in training revenues. We intend to focus on growing our recurring revenue from SaaS and maintenance
year over year and also as a percentage of total revenues.

Cost of Revenues

Fiscal Years Ended September 30,
2015 2014 Change

% of % of
Amount Revenues Amount Revenues ($) (%)

(in thousands, except percentages)
Cost of revenues

License and implementation $ 15555 43 % $ 16,652 47 % $  (1,097) (7) %
SaaS and maintenance 26,014 45 21,092 45 4,922 23
Total cost of revenues $ 41569 4 % $ 37,744 46 % $ 3825 10 %

Gross profit
License and implementation $ 20617 57 % $ 18681 53 % $ 1,936 10 %
SaaS and maintenance 31,582 55 25,331 55 6,251 25
Total gross profit $ 52,199 5 % $ 44,012 54 % $ 8187 19 %

License and Implementation

Cost of license and implementation revenues decreased $1.1 million, or 7%, to $15.6 million during the fiscal year ended September 30, 2015
from $16.7 million for the fiscal year ended September 30, 2014. As a percentage of revenue, cost of |license and implementation revenues decreased to
43% in fiscal year 2015 from 47% in fiscal year 2014. The decrease was primarily the result of a$2.7 million reduction in personnel costs primarily
associated with the change in our revenue mix. During fiscal year 2015 our workforce incurred more hours on delivery of SaaS and maintenance
revenues. Thiswas partially offset by a$0.9 million increase in royalty costs and a$0.7 million increase in third-party contractors’ costs.
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SaaS and Maintenance

Cost of SaaS and maintenance revenues increased $4.9 million, or 23%, to $26.0 million during the fiscal year ended September 30, 2015 from
$21.1 million for thefiscal year ended September 30, 2014. However, as a percentage of revenues, cost of SaaS and maintenance revenues was
unchanged during the fiscal year 2015 as compared to fiscal year 2014. Theincrease was primarily due to $3.9 million increase in personnel costs due
to increase in headcount and change in our revenue mix as our workforce incurred more hours on delivery of SaaS revenues as compared to license
and implementation revenues, a$1.2 million increase in third-party contractor costs, a$0.6 million increase in equipment related costs and a $0.5 of
million increase in amortization costs recorded on internally developed software capitalized in the fiscal year 2015, partially offset by a$0.5 million
decrease in customer reimbursable expenses and a $0.8 million decrease in training and certain other costs.

Operating Expenses

Fiscal Years Ended
September 30,

2015 2014 Change
Amount Amount (%) (%)
(in thousands, except percentages)

Operating expenses:

Research and devel opment $ 17,906 $ 18,710 $ (804) (4) %
Sales and marketing 30,300 25,998 4,302 17
General and administrative 23,132 19,671 3,461 18
Restructuring — 26 (26) (100)
Total operating expenses $ 71,338 $ 64,405 $ 6,933 11 %

Research and Devel opment

Research and devel opment expenses decreased by $0.8 million, or 4%, to $17.9 million during the fiscal year ended September 30, 2015 from
$18.7 million for the fiscal year ended September 30, 2014 due to an increase in the amount capitalized in connection with internally-devel oped
softwarein fiscal year 2015 specifically related to our Revvy product offerings, partially offset by a$0.5 million increase in personnel costs, a $0.5
million increase in third-party contactors costs and a $0.2 million increasein travel costs.

Sales and Marketing

Sales and marketing expenses increased by $4.3 million, or 17%, to $30.3 million during the fiscal year ended September 30, 2015 from $26.0
million for the fiscal year ended September 30, 2014. Theincrease was primarily the result of an increase of $1.9 million in personnel costs as aresult of
our effort to expand our sales and marketing team, a$0.6 million increase in third-party contractors, a$0.7 million increase in travel and entertainment
costs due to increase in sales activity, a $0.7 million increase in marketing program expense and a $0.4 million increase in facility and other expense.

General and Administrative

General and administrative expenses increased by $3.5 million, or 18%, to $23.1 million during the fiscal year ended September 30, 2015 from
$19.7 million for thefiscal year ended September 30, 2014. Theincrease was primarily due to a$2.0 million increasein professional fees primarily asa
result of higher legal expensesrelated to stockholders lawsuit, a $0.4 million increase in employee-related, a$0.4 million increase in facility costs
mainly due to higher rent as aresult of our new head office lease and a $0.7 million increase in other office expenses.

Interest and Other Expense, Net

Fiscal Years Ended
September 30,

2015 2014 Change
Amount Amount (©)] (%)
(in thousands, except per centages)
Interest income, net $ 6) $ 12) $ 6 (50) %
Other (income) expense, net $ (22) 116 $ (138) (119) %
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Interest income, net primarily related to interest income earned from our invested cash, net of bank service charges.

Other (income) expenses, net decreased primarily due to currency fluctuation gain recorded for fiscal year ended September 30, 2015 as against
alossduring fiscal year ended September 30, 2014.

Provision for | ncome Taxes

Fiscal Years Ended September 30,

2015 2014 Change
Amount Amount (%) (%)
(in thousands, except percentages)
Provision for income taxes $ 528 $ B4 % 144 38 %

Provision for income taxesis primarily related to the state minimum tax and foreign tax on our profitable foreign operations. The changein
income tax provision is primarily due to the change in income related to our foreign operations.

Income tax expense increased by $0.1 million, or 38%, in fiscal year ended September 30, 2015 primarily due to the changesin the mix of
earningsin various geographic jurisdictions.

Comparison of the Fiscal Years Ended September 30, 2014 and 2013

Revenues
Fiscal Years Ended September 30,
2014 2013 Change
% of % of
Total Total
Amount Revenues Amount Revenues ($) (%)
(in thousands, except per centages)
Revenues:
License and implementation $ 35333 43 % $ 59,134 58 % $ (23,801) (40) %
SaaS and maintenance 46,423 57 42,770 42 3,653 9
Total revenues $ 81756 100 % $ 101,904 100 % $ (20,148) (20) %

License and |mplementation

License and implementation revenues decreased $23.8 million, or 40%, to $35.3 million for the fiscal year ended September 30, 2014 from $59.1
million for thefiscal year ended September 30, 2013. The decrease was primarily due to areduction in sales volume, which was primarily due to sales
execution challenges and our dependence on arelatively small number of customers for a significant portion of our revenues.

SaaS and Maintenance

SaaS and maintenance revenues increased $3.7 million, or 9%, to $46.4 million for thefiscal year ended September 30, 2014 from $42.8 million for
the fiscal year ended September 30, 2013. The increase in SaaS and maintenance revenues was primarily driven by an increase of $3.5 millionin
application support revenues and $0.9 million in subscription revenue primarily due to an increase in number of customers. These increases were
primarily offset by decrease of $0.8 million in customer reimbursabl e expenses due to less travel and other expenses incurred on customer projects.
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Cost of Revenues

Fiscal Years Ended September 30,
2014 2013 Change
% of % of
Amount Revenues Amount Revenues ($) (%)
(in thousands, except percentages)

Cost of revenues

License and implementation $ 16,652 47 % $ 26,832 45 % $ (10,180) (38) %
SaaS and maintenance 21,092 45 19,350 45 1,742 9
Total cost of revenues $ 37,744 46 % $ 46182 45 % $  (8438) (18) %

Gross profit
License and implementation $ 18,681 53 % $ 32,302 5 % $ (13,621) (42) %
SaaS and maintenance 25,331 55 23,420 55 1,911 8
Total gross profit $ 44012 54 % $ 55722 55 % $ (11,710) (1) %

License and |mplementation

Cost of license and implementation revenues decreased $10.2 million, or 38%, to $16.7 million during the fiscal year ended September 30, 2014
from $26.8 million for the fiscal year ended September 30, 2013. The decrease was primarily the result of a$7.2 million reduction in personnel costs
primarily associated with our workforce reduction and a $3.2 million reduction in third-party contractors costs. As a percentage of revenue, cost of
license and implementation revenues increased to 47% in fiscal year 2014 from 45% in fiscal year 2013, primarily dueto a decreasein license and
implementation revenues.

SaaS and Maintenance

Cost of SaaS and maintenance revenuesincreased $1.7 million, or 9%, to $21.1 million during the fiscal year ended September 30, 2014 from
$19.4 million for thefiscal year ended September 30, 2013. The increase was primarily due to $1.7 million of amortization recorded on internally
devel oped software capitalized in the fiscal year 2013 and a $0.5 million increase in personnel costs, partially offset by a$0.5 million decreasein
customer reimbursable expenses and certain other costs.

Operating Expenses

Fiscal Years Ended
September 30,

2014 2013 Change
Amount Amount (%) (%)
(in thousands, except per centages)

Operating expenses:

Research and development $ 18710 $ 16,772 $ 1,938 12 %
Sales and marketing 25,998 21,144 4,854 23
General and administrative 19,671 16,063 3,608 22
Restructuring 26 1,215 (1,189) (98)
Total operating expenses $ 64,405 $ 55194 $ 9,211 17 %

Research and Devel opment

Research and devel opment expenses increased by $1.9 million, or 12%, to $18.7 million during the fiscal year ended September 30, 2014 from
$16.8 million for the fiscal year ended September 30, 2013 due to an increase in employee-rel ated costs as we capitalized a higher amount of costs
incurred in connection with internal ly-devel oped softwarein fiscal year 2013. For the fiscal year 2014, theincrease was primarily dueto a$2.0 million
increase in personnel costs and a $0.5 million increase in stock-based compensation expenses, mainly due to decrease in costs capitalized in
connection with the development of internally-devel oped software, partially offset by areduction of $0.3 million in consulting costs.
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Sales and Marketing

Sales and marketing expenses increased by $4.9 million, or 23%, to $26.0 million during the fiscal year ended September 30, 2014 from $21.1
million for the fiscal year ended September 30, 2013. The increase was primarily the result of an increase of $4.0 million in both personnel costs asa
result of our effort to expand our sales and marketing team and increasesin sales commission. Further in fiscal year 2013, we capitalized an incremental
cost of $1.1 million in connection with internally developed software.

General and Administrative

General and administrative expenses increased by $3.6 million, or 22%, to $19.7 million during the fiscal year ended September 30, 2014 from
$16.1 million for the fiscal year ended September 30, 2013. Thisincrease was primarily due to higher employee-related costs of $3.4 million, mainly
associated with stock-based compensation expense of $3.0 million, an increase of $0.3 million in office expense (primarily insurance), an increase of
$0.3 million in equipment costs mainly associated with the purchase of software licenses.

Restructuring

On September 30, 2013, we announced a plan to align our workforce with our strategic initiatives. This plan was completed by December 31,
2013 and resulted in areduction in the size of our workforce, primarily in professional services. Restructuring charges for the fiscal year ended
September 30. 2014 were approximately $26 thousand as compared to $1.2 million for the fiscal year ended September 30, 2013.

Interest and Other Expense, Net

Fiscal Years Ended
September 30,

2014 2013 Change
Amount Amount ($) (%)
(in thousands, except percentages)
Interest income, net $ (12) $ 33B7 3 (369) (103) %
Other expense, net $ 116 $ 658 $ (542) (82) %

For fiscal year 2014, interest (income) expense, net primarily related to interest income earned from our invested cash, net of financing costs
related to our capital leases. The decrease in interest expense, net in the fiscal year ended September 30, 2014 as compared to same period the
previous year was primarily due to the repayment in full of our term loan in May 2013 and continued repayment of existing capital |eases.

Other expense, net decreased primarily due a$0.7 million reemeasurement in the fair value of a convertible preferred stock warrant during the
fiscal year ended September 30, 2013, partially offset by a$0.1 million foreign exchange gain.

Provision for |ncome Taxes

Fiscal Years Ended
September 30,

2014 2013 Change
Amount Amount %) (%)
(in thousands, except percentages)
Provision for income taxes $ 3384 % 439 $ (55) (13)%

Provision for income taxesis primarily related to the state minimum tax and foreign tax on our profitable foreign operations. The changein
income tax provision is primarily due to the changein income related to our foreign operations.

Income tax expense for fiscal years ended September 30, 2014 and 2013 was $0.4 million and $0.4 million, respectively. Income tax expense
decreased in fiscal year 2014 as compared to fiscal year 2013 primarily due to achange in the mix of earningsin various geographic jurisdictions.
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Quarterly Results of Operations (Unaudited)

The following table sets forth our unaudited quarterly statements of operations datafor the last eight fiscal quarters. The information for each
of these quarters has been prepared on the same basis as the audited annual financial statementsincluded elsewherein this annual report and, in the
opinion of management, includes all adjustments, which includes only normal recurring adjustments, necessary for the fair presentation of the results
of operations for these periods. This data should be read in conjunction with our audited consolidated financial statements and related notes
included elsewhere in this annual report. These quarterly operating results are not necessarily indicative of our operating results for any future
period.

Three Months Ended
Sep 30, June 30, Mar 31 Dec 31, Sep 30, June 30, Mar 31 Dec 31,
2015 2015 2015 2014 2014 2014 2014 2013
(in thousands, except per share amounts)
Revenues:
License and implementation $ 8391 $ 8359 $ 9741 $ 9681 $ 784 $ 8073 $ 9846 $ 9530
SaaS and maintenance 16,990 15,251 12,935 12,420 12,394 11,196 10,804 12,029
Total revenues 25,381 23,610 22,676 22,101 20,278 19,269 20,650 21,559
Cost of Revenues:
License and implementation 3,749 4,020 3,771 4,015 3,697 3,812 4,544 4,599
SaaS and maintenance 7,786 6,928 5,789 5,511 5,175 5,302 5,269 5,346
Total cost of revenues 11,535 10,948 9,560 9,526 8,872 9,114 9,813 9,945
Gross profit 13,846 12,662 13,116 12,575 11,406 10,155 10,837 11,614
Operating Expenses:
Research and devel opment 4728 4438 4,286 4454 4,348 4814 4,681 4,867
Sales and marketing 8,046 7,657 7,857 6,740 7,705 6,664 6,336 5,293
General and administrative 5,987 6,267 5,290 5,588 5,153 5,403 4,717 4,398
Restructuring — — — — — (43) — 69
Total operating expenses 18,761 18,362 17,433 16,782 17,206 16,838 15,734 14,627
L oss from operations (4,915) (5,700) (4,317) (4,207) (5,800) (6,683) (4,897) (3,013)
Interest (income) expense, net — — ) 4) 2 (3) (3) 4)
Other (income) expenses, net (81) 6 92 (39) 5 24 56 31
Income (loss) before income taxes (4,834) (5,706) (4,407) (4,164) (5,803) (6,704) (4,950) (3,040)
Provision for income taxes 121 80 192 135 123 96 82 83
Net income (loss) (4,955) (5,786) (4,599) (4,299) (5,926) (6,800) (5,032) (3,123)

Liquidity and Capital Resour ces

Our principal sources of liquidity are our cash and cash equivalents. As of September 30, 2015, we had cash and cash equivalents of $91.0
million. Since inception, we have financed our operations primarily through proceeds from the issuance of capital stock and through cash flows from
operations. In addition, in March 2013, upon the closing of our PO, we received aggregate net proceeds of $101.1 million, net of underwriting
discounts and commissions.

We believe our current cash and cash equivalents are sufficient to meet our cash needs for at least the next 12 months, inclusive of our
acquisition of Channelinsight in October 2015 for approximately $12.6 million in cash. Our future capital requirements will depend on many factors,
including our rate of revenue growth, the expansion of our sales and marketing activities, and the timing and extent of spending to support research
and devel opment efforts and expansion of our business and capital expenditures for the purchase of computer hardware and software. To the extent
that existing cash and cash equival ents and cash from operations are insufficient to fund our future activities, we may elect to raise additional capital
through the sale of additional equity or debt securities, obtain a credit facility or sell certain assets. If additional funds are raised through the issuance
of debt securities, these securities could have rights, preferences and privileges senior to holders of common stock, and terms of any debt could
impose restrictions on our operations. The sale of additional equity or convertible debt securities could result in additional dilution to our
stockholders and additional financing may not be available in amounts or on terms acceptable to us. We may also seek to invest in or acquire
complementary businesses or technologies, any of which could also require us to seek additional equity or debt financing. Additional funds may not
be available on termsfavorableto usor at all.
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Cash Flows

Fiscal Years Ended September 30,

2015 2014 2013
Cash flows used in operating activities $ (8,772) $ (6,050) $ (414)
Cash flows used in investing activities (4,606) (2,216) (5,140)
Cash flows provided by financing activities 3,450 5914 93,216

Cash Flows from Operating Activities

Net cash used in operating activities was $8.8 million during fiscal year ended September 30, 2015, and was primarily the result of our net loss
of $19.6 million and a$3.8 million change in operating assets and liabilities, partially offset by a $14.7 million of non-cash adjustments comprised of
$10.4 million in stock-based compensation and $4.1 million in depreciation and amortization. The net change in operating assets and liabilities
consisted of a$2.6 million decrease in deferred revenue associated with arrangements for which revenues were deferred at the outset of the
arrangements, a$0.9 million increase in accounts receivables, primarily reflective of higher invoicing in fourth quarter of 2015, a$0.5 millionincreasein
deferred cost of implementation services and an increase of $1.2 million in prepaid expenses and other assets. These were partially offset by increase
of $1.0 million in other accrued and long term liabilities and $0.5 million increase in accounts payable which primarily due to the timing of accruals and
payments made.

Net cash used in operating activities was $6.1 million during fiscal year ended September 30, 2014, and was primarily the result of our net loss
of $20.9 million, partialy offset by $1.1 million increase in net cash provided by operating assets and liabilities and $13.7 million of non-cash
adjustments comprised of $10.0 million in stock-based compensation and $3.7 million in depreciation and amortization. The net cash increase provided
by operating assets and liabilities consisted of a$3.9 million increase in deferred revenue associated with arrangements for which revenues were
deferred at the outset of the arrangements, a$1.0 million decrease in accounts receivables, primarily reflective of collectionsin excess of hillings, a
$0.2 million decrease in deferred cost of implementation services and a decrease of $0.4 million in prepaid expenses and other assets. These were
partialy offset by decrease of $4.6 million in accrued employee compensation primarily reflecting the purchases made under our Employee Stock
Purchase Program (ESPP) and payment of bonuses, L eapFrogRx compensation charges and accrued restructuring charges.

Net cash of $0.4 million used in operating activities during the fiscal year ended September 30, 2013 was principally the result of our net loss of
$0.9 million and a net change of $7.4 million in operating assets and liabilities, partially offset by non-cash adjustments such as stock-based
compensation, depreciation and amortization, changesin fair value of preferred stock warrant liability etc. aggregating to $7.9 million. The net changes
in operating assets and liabilities primarily related to areduction of $9.0 million in deferred revenue mainly driven by higher revenues recognized upon
completion of customer projects; an increase of $3.7 million in accounts receivable due to higher invoicing and revenue in the fourth quarter of 2013
as compared to 2012, and an increase of $3.0 million in prepaid expenses and other current assets as the Company prepaid cash towards some of its
future commitments, partially offset by an increase of $6.3 million in accrued employee compensation primarily due to an accrual of bonus expected to
be paid out in fiscal year 2014 and beyond, and cash contributed by employees who participated in the Company’s employees stock purchase
program; areduction of $0.9 million in deferred cost of implementation services due to an increase in the number of SaaS contracts; an increase of $0.9
million in other accrued and long-term liabilities and an increase of $0.3 million in accounts payable.

Cash Flows from Investing Activities
Net cash used in investing activities for the fiscal year ended September 30, 2015 was primarily due to purchases of property and equipment of
$2.1 million and $2.5 million associated with capitalization of software development costs.

Net cash used in investing activities for the fiscal year ended September 30, 2014 was primarily due to purchases of property and equipment of
$1.8 million and $0.4 million associated with capitalization of software devel opment costs.

Net cash used in investing activities for the fiscal year ended September 30, 2013 was primarily due to the capitalized software development
costs of $3.7 million and purchases of property and equipment of $1.4 million.

Cash Flows from Financing Activities

Net cash provided by financing activities for the fiscal year ended September 30, 2015 primarily consisted of $3.5 million from exercises of stock
options and purchases made under ESPP.
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Net cash provided by financing activities for the fiscal year ended September 30, 2014 primarily consisted of $6.2 million from exercises of stock
options and purchases made under ESPP, partially offset by $0.3 million related to the repayment of capital lease obligations.

Net cash provided by financing activitiesfor the for the fiscal year ended September 30, 2013 primarily consisted of 1PO proceeds of $101.1
million, net of underwriting discounts, and $0.9 million from exercises of stock options, partialy offset by $2.9 millionininitial public offering costs
and $5.8 million related to the repayment of our term loan and capital |ease.

Contractual Obligations

The following summarizes our contractual obligations as of September 30, 2015:

Contractual Payment Obligations Due by Period
Lessthan 1to3 3to5 Morethan 5
Total 1Year Years Years Years

Operating |ease obligations(1) $ 7500 $ 2300 $ 5000 $ 200 $ —

(1) Operating lease obligations represent our obligations to make payments under the lease agreements for our facilities |eases.

Off-Balance Sheet Arrangements

As of September 30, 2015, we did not have any relationships with unconsolidated entities or financial partnerships, such as entities often
referred to as structured finance or special purpose entities, which would have been established for the purpose of facilitating off-balance sheet
arrangements or other contractually narrow or limited purposes.

Critical Accounting Policiesand Estimates

Our consolidated financial statements have been prepared in conformity with generally accepted accounting principlesin the United States.
The preparation of the accompanying consolidated financial statementsin conformity with U.S. GAAP requires our management to make certain
estimates and assumptions that affect the amounts of assets and liabilities reported disclosures about contingent assets and liabilities and reported
amounts of revenues and expenses during the reporting periods. Significant items subject to such estimates include revenue recognition, legal
contingencies, income taxes, stock-based compensation, software development costs and valuation of intangibles. These estimates and assumptions
are based on our management’s best estimates and judgment. Our management regularly eval uates these estimates and assumptions using historical
experience and other factors; however, actual results could differ significantly from these estimates.

We believe that the assumptions and estimates associated with revenue recognition, share-based compensation and income taxes have the
greatest potential impact on our consolidated financial statements. Therefore, we consider these to be our critical accounting policies and estimates.
Accordingly, we believe these are the most critical to fully understand and evaluate our financial condition and results of operations.

Revenuerecognition

We generate revenue from two sources: License and implementation and SaaS and maintenance.

License and implementation revenues include revenues from the sale of perpetual software licenses for our solutions and the rel ated
implementation services. SaaS and mai ntenance revenues primarily include subscription and the related implementation fees from customers
accessing our cloud-based solutions and revenues associated with maintenance and support contracts from customers using on premise solutions.
Also included in SaaS and maintenance revenues are other revenues, such as application support, training and customer-reimbursed expenses. We
commence revenue recognition when all of the following conditions are satisfied:

o thereispersuasive evidence of an arrangement exists,
e delivery hasoccurred or services have been rendered,
o thepriceisfixed or determinable and

o thecollection of the feesis probable.

However, determining whether and when some of these criteria have been satisfied often involves assumptions and judgments that can have a
significant impact on the timing and amount of revenues we report.
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License and implementation revenue is recognized based on the nature and scope of the implementation services, we have concluded that
generally the implementation services are essential to our customers’ use of the on premise solutions, and therefore, we recognizes revenues from the
sale of software licenses for our on premise solutions and the related implementation services on a percentage-of-compl etion basis over the expected
implementation period which is estimated at a few months to three years. The percentage-of-completion computation is measured as the hours
expended on the implementation during the reporting period as a percentage of the total estimated hours needed to complete the implementation.

SaaS arrangements include multiple elements, such as subscription fees and the related implementation services. In SaaS arrangements where
implementation services are complex and do not have a stand-alone val ue to the customers, we consider the entire arrangement, including
subscription fees and related implementation services fees, as asingle unit of accounting. For such arrangements, we recognize the revenues ratably
beginning the day the customer is provided access to the subscription service through the longer of theinitial contractual period or the expected term
of the customer relationship.

SaaS arrangements where subscription fees and implementation services have a standal one value, we all ocate revenue to each element in the
arrangement based on a selling price hierarchy. The selling price for adeliverable is based on its vendor-specific objective evidence (VSOE), if
available, third-party evidence (TPE), if VSOE is not available, or best estimated selling price (BESP), if neither V SOE nor TPE isavailable. For SaaS
arrangements, where we utilize BESP, we established the BESP for each element by considering specific factors such as existing pricing and
discounting. Thetotal arrangement fee for a multiple element arrangement is allocated based on the relative BESP of each element. The consideration
allocated to subscription feesis recognized as revenue ratably over the contract period. The consideration allocated to servicesisrecognized as
revenue as services are performed.

Maintenance and support revenues include post-contract customer support and the right to unspecified software updates and enhancements
on awhen and if available basis. Application support revenues include supporting, managing and administering our software solutions, and
providing additional end user support. Maintenance and support revenues and application support revenues are recognized ratably over the period
in which the services are provided. The revenues from training and customer-reimbursed expenses are recognized as we deliver services.

Stock-based compensation

We recognize compensation expense for stock option, restricted stock unit and performance based restricted stock units. We use the Black-
Scholes-Merton valuation model to estimate the fair value of stock option awards. However, we have not granted stock options since fiscal year 2013.
Thefair value of restricted stock unitsis determined based on the intrinsic value of the award on the grant date. Our performance share unit grants
included market condition performance criteria so we used a Monte Carlo simulation model to determine their fair value on the grant date. The fair
value of these grants with amarket condition is recognized using the graded-vesting attribution method over the requisite service period. The Monte-
Carlo simulation model takesinto account the same input assumptions as the Black-Scholes model; however, it also further incorporatesinto the fair
value determination the possibility that the performance criteria may not be satisfied. The weighted-average assumptions used to estimate the fair
values of these awards were determined using the following assumptions:

Fiscal Year Ended
September 30, 2015

Risk-freeinterest rate 0.63-1.10%
Dividend yield —
Volatility 32-39%

Changesin the estimates used to determine the fair value of share-based equity compensation instruments could result in changes to our
compensation charges.

Income Taxes

We account for income taxes in accordance with the FASB ASC No. 740—Accounting for Income Taxes (ASC 740). We make certain estimates
and judgments in determining income tax expense for financial statement purposes. These estimates and judgments occur in the cal culation of tax
credits, tax benefits and deductions and in the cal cul ation of certain tax assets and liabilities, which arise from differences in the timing of recognition
of revenue and expense for tax and financial statement purposes. Significant changes to these estimates may result in an increase or decrease to our
tax provision in the subsequent period when such a change in estimate occurs.
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Weregularly assesses the likelihood that its deferred income tax assets will be realized from future taxable income based on the realization
criteriaset forth in ASC 740. To the extent that we believe any amounts are not more likely than not to be realized, we records a valuation allowance to
reduce the deferred income tax assets. In assessing the need for avaluation allowance, we consider all available evidence, including past operating
results, estimates of future taxable income and the feasibility of tax planning strategies. In the event we determine that all or part of the net deferred tax
assets are not realizablein the future, an adjustment to the valuation allowance would be charged to earningsin the period such determinationis
made. Similarly, if we subsequently realizes deferred income tax assets that were previously determined to be unrealizable, the respective valuation
allowance would be reversed, resulting in an adjustment to earnings in the period such determination is made.

As of September 30, 2015, we had gross deferred income tax assets, related primarily to net operating loss (NOL ) carry forward, deferred
revenues, accruals and reserves that are not currently deductible, depreciation and amortization and research and development tax credits of $42.1
million and $34.7 million, respectively, which have been fully offset by valuation allowance. Utilization of these net loss carry forwards is subject to
the limitations of IRC Section 382. During the year ended September 30, 2013, we undertook a study of NOL carry forwards and determined that most
of itsNOL carry forwards are not subject to the limitations of IRC Section 382. However, in the future, some portion or all of these carry forwards may
not be available to offset any future taxable income. The federal and California net operating losses will begin expiring in 2021 and 2016, respectively.

Recent Accounting Pronouncements

In May 2015, the FASB issued ASU No. 2015-14—Revenue for Contracts with Customers (Topic 606) Deferral of the Effective Date: The
update defers the effective date of Update 2014-09 for all entities by one year. For public companies should apply the guidance in Update 2014-09 to
annual reporting periods beginning after December 15, 2017. We are currently assessing the impact that adopting this update may have on our
consolidated financial statements.

In February 2015, the FASB issued ASU No. 2015-05—I ntangibles-Goodwill and Other-Internal-Use Softwar e (Subtopic 350-40): The update
provides guidance to customers about whether a cloud computing arrangement includes a software license. If a cloud computing arrangement
includes a software license, then the customer should account for the software license element of the arrangement consistent with the acquisition of
other software licenses. If acloud computing arrangement does not include a software license, the customer should account for the arrangement as a
service contract. The guidance will not change GAAP for a customer’s accounting for service contracts. For public companies, the updateis effective
for thefiscal year and for the interim period beginning after December 15, 2015, with early application permitted. We do not anticipate that adoption of
this update will have amaterial impact on our consolidated financial statements.

In May 2014, the FASB issued Accounting Standards Update No. 2014-09 (ASU 2014-09), Revenue from Contracts with Customers, which
amends the existing accounting standards for revenue recognition. ASU 2014-09 is based on principles that govern the recognition of revenue at an
amount to which an entity expects to be entitled when products and services are transferred to customers. ASU 2014-09 was originally to be effective
for uson October 1, 2017. In July 2015, the FASB affirmed a one year deferral of the effective date of the new revenue standard. The new standard will
become effective for us on October 1, 2018 and can be adopted either retrospectively to each prior reporting period presented or as acumulative
effect adjustment as of the date of adoption. Early application is permitted but not before the original effective date of annual periods beginning after
December 15, 2016. We are currently evaluating the impact the adoption of ASU 2014-09 will have on our consolidated financial statements.

Non-GAAP Financial Measure
Adjusted EBITDA

Adjusted EBITDA isafinancial measure that is not calculated in accordance with generally accepted accounting principlesin the United
States (U.S. GAAP). We define adjusted EBITDA as net |oss before items discussed below, including L eapFrogRx compensation charges, stock-
based compensation, depreciation and amortization, restructuring, interest (income) expense, net, other (income) expenses, net, legal expenses and
provision for income taxes. We believe adjusted EBITDA provides investors with consistency and comparability with our past financial performance
and facilitates period-to-period comparisons of our operating results and our competitors’ operating results. We also use this measure internally to
establish budgets and operational goals to manage our business and evaluate our performance.
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We understand that, although adjusted EBITDA is frequently used by investors and securities analystsin their evaluations of companies,
adjusted EBITDA has limitations as an analytical tool, and it should not be considered in isolation or as a substitute for analysis of our results of

operations as reported under U.S. GAAP. These limitationsinclude:

adjusted EBITDA does not include the effect of the L eapFrogRx compensation charges, which are a cash expense;

adjusted EBITDA does not reflect stock-based compensation expense, which is an ongoing expense for our business,

depreciation and amortization are non-cash charges, and the assets being depreciated or amortized will often have to be replaced in the
future; Adjusted EBITDA does not reflect any cash requirements for these replacements;

adjusted EBITDA does not reflect restructuring expense;

adjusted EBITDA does not reflect legal expense related to class action lawsuits related to our | PO;

adjusted EBITDA does not reflect cash requirements for income taxes and the cash impact of other income or expense; and

other companiesin our industry may calculate Adjusted EBITDA differently than we do, limiting its usefulness as a comparative measure.

Reconciliation of Adjusted EBITDA:
Net loss
Adjustments:

Stock-based compensation expense

Depreciation and amortization

L eapFrogRx Compensation charges

Restructuring

Interest (income) expense, net

Other (income) expenses, net

Legal expenses

Provision for income taxes
Adjusted EBITDA

Fiscal Years Ended September 30,
2015 2014 2013
(in thousands)

$  (19,639) (20,881) $ (926)
10,355 9,949 4,856

4,076 3,716 2,207

o1 461 815

— 26 1,215

(6) (12) 357

(22) 116 658

1,285 — —

528 384 439

$ (3332) $ (6,241) $ 9,621

Adjusted EBITDA was $(3.3) million, $(6.2) million, and $9.6 million for the fiscal years ended September 30, 2015, 2014, and 2013, respectively.
Our adjusted EBITDA for the fiscal year ended September 30, 2015 increased as compared to fiscal year ended September 30, 2014, primarily dueto a
decreasein net loss dueto an increase in our revenues and an increase in our expense primarily for legal expense related to stockholder litigation.
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Item 7A. Quantitative and Qualitative Disclosures about Market Risk

We are exposed to market risks in the ordinary course of our business. Market risk represents the risk of loss that may impact our financial
position due to adverse changes in financial market prices and rates. Our market risk exposure is primarily aresult of fluctuationsin interest rates and
foreign currency exchange rates. We do not hold or issue financial instruments for trading purposes.

I nterest Rate Sensitivity

Our exposure to market risk for changes in interest rates relates primarily to our cash and cash equivalents bears interest at afixed interest rate.
Our primary exposure to market risk isinterest income and expense sensitivity, which is affected by changesin the general level of theinterest ratesin
the United States. However, because of the short-term nature of our interest-bearing securities, a 10% change in market interest rates would not be
expected to have amaterial impact on our consolidated financial condition or results of operations.

Foreign Currency Exchange Risk

Our customerstypically pay usin U.S. dollars, however in foreign jurisdictions; our expenses are typically denominated in local currency. Our
expenses and cash flows are subject to fluctuations due to changes in foreign currency exchange rates, particularly changesin the Indian Rupee. The
volatility of exchange rates depends on many factors that we cannot forecast with reliable accuracy. However, we believe that a 10% changein
foreign exchange rates would not have a material impact on our results of operations. To date, we have not entered into foreign currency hedging
contracts, but may consider entering into such contractsin the future. As our international operations grow, we will continue to reassess our
approach to manage our risk relating to fluctuationsin currency rates.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Model N, Inc.:

I'n our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, comprehensive loss,
convertible preferred stock and stockholders' equity (deficit) and cash flows present fairly, in all material respects, the financial position of Model N,
Inc. and its subsidiaries at September 30, 2015 and 2014, and the results of their operations and their cash flows for each of the three yearsin the
period ended September 30, 2015 in conformity with accounting principles generally accepted in the United States of America. In addition, in our
opinion, thefinancial statement schedules listed in the index appearing under Item 15 present fairly, in all material respects, the information set forth
therein when read in conjunction with the related consolidated financial statements. These financial statements and financial statement schedules are
the responsibility of the Company’s management. Our responsibility is to express an opinion on these financial statements and financial statement
schedules based on our audits. We conducted our audits of these statements in accordance with the standards of the Public Company Accounting
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain reasonabl e assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and disclosures
in thefinancial statements, assessing the accounting principles used and significant estimates made by management, and eval uating the overall
financial statement presentation. We believe that our audits provide areasonable basis for our opinion.

/sl PricewaterhouseCoopers LLP

San Jose, California
November 20, 2015

53



MODEL N, INC.

Consolidated Balance Sheets
(in thousands, except per share data)

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net of allowance for doubtful accounts of $0 at
September 30, 2015 and 2014)
Deferred cost of implementation services, current portion
Prepaid expenses
Other current assets
Total current assets
Property and equipment, net
Goodwill
Intangibl e assets, net
Other assets
Total assets

Liabilities, Convertible Preferred Stock and Stockholders Equity
Current liabilities:

Accounts payable

Accrued employee compensation

Accrued ligbilities

Deferred revenue, current portion

Total current liabilities
Deferred revenue, net of current portion
Other long-term liabilities

Total liabilities
Commitments and contingencies (Note 5)
Convertible preferred stock:

Convertible preferred stock, $0.0005 par value; no shares authorized, issued and
outstanding at September 30, 2015 and 2014, respectively

Stockholders' equity:

Common Stock, $0.00015 par value; 200,000 shares authorized; 26,666 and 25,085
sharesissued and outstanding at September 30, 2015 and September 30, 2014,
respectively

Preferred Stock, $0.00015 par value; 5,000 shares authorized; no shares issued and
outstanding

Additional paid-in capital

Accumulated other comprehensive loss

Accumulated deficit

Total stockholders' equity
Total liabilities and stockholders' equity

As of September 30,

2015 2014
$ 91,019 $ 101,006
16,106 15,203
498 251
3,229 2,092
109 322
110,961 118,874
7,553 6,889
1,509 1,509
317 587
1,630 1,272
$ 121970 $ 129,131
$ 1597 $ 1,369
9,047 9,194
3,464 1,098
22,039 23,943
36,147 36,504
1,042 2,585
819 1,078
38,908 40,167
4 4
186,159 172,245
(466) (289)
(102,635) (82,996)
83,062 88,964
$ 121970 $ 129,131

The accompanying notes are an integral part of these consolidated financial statements.



Revenues:
License and implementation
SaaS and maintenance
Total revenues
Cost of revenues:
License and implementation
SaaS and maintenance
Total cost of revenues
Gross profit
Operating expenses.
Research and devel opment
Sales and marketing
General and administrative
Restructuring
Total operating expenses
(Loss) income from operations
Interest (income) expense, net
Other (income) expenses, net
L oss before income taxes
Provision for income taxes
Net loss

MODEL N, INC.

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

Fiscal Years Ended September 30,

Net |oss per share attributable to common stockholders :

Basic and diluted

Weighted average number of shares used in computing net loss per share

attributable to common stockholders:

Basic and diluted

The accompanying notes are an integral part of these consolidated financial statements.

2015 2014 2013

$ 36172 $ 35333 $ 59,134
57,59 46,423 42,770

93,768 81,756 101,904

15,555 16,652 26,832

26,014 21,092 19,350

41,569 37,744 46,182

52,199 44,012 55,722

17,906 18,710 16,772

30,300 25,998 21,144

23,132 19671 16,063

— 26 1,215

71,338 64,405 55,194

(19,139) (20,393) 528

(6) (12) 357

(22) 116 658

(19,111) (20,497) (487)

528 384 439

$ (19639) $ (20881) $ (926)
$ 076 $ 0.86) $ (0.06)
26,015 24,399 15,979
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MODEL N, INC.

Consolidated Statements of Comprehensive L 0ss
(in thousands)

Fiscal Years Ended September 30,

2015 2014 2013
Net loss $ (19,639) $ (20,881) $ (926)
Other comprehensive income (l0ss), net:
Changein foreign currency translation adjustment, net of taxes (177) 13 (182)
Total comprehensive loss $ (19,816) $ (20,868) $ (1,108)

The accompanying notes are an integral part of these consolidated financial statements.

56



MODEL N, INC.

Consolidated Statements of Convertible Preferred Stock and Stockholders Equity (Deficit)
(in thousands)

Accumulated

Convertible
Preferred Additional Other Total
Stock Common Stock Paid-In  Comprehensive Accumulated Stockholders'
Shares Amount | Shares Amount Capital L oss Deficit Equity (Deficit)

Balance at September 30, 2012 20,103 $ 41,776 8,131 1% 9,045 $ (120) $ (61,189) $ (52,263)

Issuance of common stock upon initial public offering

(1PO) — — 7,011 1 101,063 — — 101,064

Reclassification of deferred offering cost from other

assets to additional paid-in capital upon PO — — — — (3,256) — — (3,256)

Conversion of convertible preferred stock to common

stock upon IPO (20,103) (41,776) 7,250 1 41,775 — — 41,776

Reclassification of preferred stock warrant liability to

additional paid-in capital upon IPO — — — — 1,419 — — 1,419

Adjustment to deferred offering cost — — — — 88 — — 88

Issuance of common stock upon exercise of preferred

stock warrant — — 72 — — — — —

Issuance of common stock upon exercise of stock

options — — 565 — 860 — — 860

Issuance of common stock upon release of restricted

stock units — — 7 — — — — —

Cancellation of forfeited restricted stock awards — — (37) — — — — —

Stock-based compensation — — — — 5,038 — — 5,038

Other comprehensive loss — — — — — (182) — (182)

Net loss — — — — — — (926) (926)
Balance at September 30, 2013 — — 22,999 3 156,032 (302) (62,115) 93,618

Issuance of common stock upon exercise of stock

options — — 1,689 1 3,034 — — 3,035

Issuance of common stock upon release of restricted

stock units — — 58 — — — — —

Issuance of common stock under stock purchase plans — — 339 — 3,203 — — 3,203

Stock-based compensation — — — — 9,976 — — 9,976

Other comprehensive income — — — — — 13 — 13

Net loss — — — — — — (20,881) (20,881)
Balance at September 30, 2014 — — 25,085 4 172,245 (289) (82,996) 88,964

Issuance of common stock upon exercise of stock

options — — 354 — 1,312 — — 1,312

Issuance of common stock upon release of restricted

stock units — — 963 — — — — —

Issuance of common stock under stock purchase plans — — 264 — 2,138 — — 2,138

Stock-based compensation — — — — 10,464 — — 10,464

Other comprehensive loss — — — — — (177) — 177)

Net loss — — — — — — (19,639) (19,639)
Balance at September 30, 2015 — $ — 26,666 $ 4 $ 186,159 $ (466) $  (102,635) $ 83,062

The accompanying notes are an integral part of these consolidated financial statements.
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MODEL N, INC.

Consolidated Statements of Cash Flows
(in thousands)

Cash flows from operating activities:
Net loss
Adjustments to reconcile net 1oss to net cash used in operating activities
Depreciation and amortization
Stock-based compensation
Changesin fair value of preferred stock warranty liability and other, net
Other non cash charges, net
Changesin assets and liabilities:
Accounts receivable
Prepaid expenses and other assets
Deferred cost of implementation services
Accounts payable
Accrued employee compensation
Other accrued and long-term liabilities
Deferred revenue
Net cash used in operating activities
Cash flows from investing activities:
Purchases of property and equipment
Capitalization of software development costs
Net purchase of short-term investments
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from initial public offering, net of offering costs of $7.6 million
Proceeds from exercise of stock options and employee stock purchase plan
Payments for deferred offering costs
Principal payments on capital lease obligations
Principal paymentson loan
Net cash provided by financing activities
Effect of exchange rate changes on cash and cash equivalents
Net decrease in cash and cash equivalents
Cash and cash equivalents
Beginning of period
End of period
Supplemental Disclosure of Cash Flow Data:
Cash paid for income taxes
Cash paid for interest
Noncash Investing and Financing Activities:
Capitalized stock optionsin software development costs
Conversion of preferred stock warrant to common stock warrant
Net settlement for exercise of common stock warrant
Conversion of convertible preferred stock to common stock
Deferred offering costs not yet paid

Fiscal Years Ended September 30,

2015 2014 2013
(19639) $  (2081) $ (926)
4,076 3,716 2,207
10,355 9,949 4,856

— — 671
227 83 151
(925) 983 (3,719)
(1,218) 407 (3,043)
(518) 242 925
457 685 264
(16) (4,624) 6,275
976 (500) 900
(2,547) 3,890 (8,975)
(8,772) (6,050) (414)
(2,075) (1,835) (1,392)
(2,531) (381) (3,741)
— — )
(4,606) (2,216) (5,140)
— — 101,064
3,450 6,238 860
— (6) (2,914)
— (318) (586)
— — (5,208)
3450 5,914 93,216
(59) 8 (80)
(9,987) (2,344) 87,582
101,006 103,350 15,768
91019 $ 101,006 $ 103,350
34 $ 246 $ 270
— 1 298
109 $ 27 $ 182
— — 1,419
— — 300
— — 41,776
— — 6

The accompanying notes are an integral part of these consolidated financial statements.
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1. The Company

Model N, Inc. (Company) was incorporated in Delaware on December 14, 1999. The Company isaprovider of revenue management solutions
for the life science and technology industries. The Company’s solutions enabl e its customers to maximize revenues and reduce revenue compliance
risk by transforming their revenue life cycle from a series of tactical, disjointed operations into a strategic end-to-end process, which enables them to
manage the strategy and execution of pricing, contracting, incentives and rebates. The Company’s corporate headquarters are located in Redwood
City, Cadlifornia, with additional officesin the United States, India, the United Kingdom and Switzerland.

Fiscal Year

The Company’sfiscal year ends on September 30. Referencesto fiscal year 2015, for example, refer to the fiscal year ended September 30, 2015.

2. Summary of Significant Accounting Policiesand Estimates
Basisfor Presentation

The Company’s consolidated financial statements and accompanying notes are prepared in accordance with accounting principles generally
accepted in the United States of America (“U.S. GAAP”) and include the accounts of the Company and its wholly owned subsidiaries. All significant
intercompany balances and transactions have been eliminated upon consolidation. The Company has eval uated subsequent events through the date
that the financial statementswere issued.

Use of Estimates

The preparation of the accompanying consolidated financial statementsin conformity with U.S. GAAP requires management to make certain
estimates and assumptions that affect the amounts of assets and liabilities reported, disclosures about contingent assets and liabilities, and reported
amounts of revenues and expenses during the reporting periods. Significant items subject to such estimates include revenue recognition, legal
contingencies, income taxes, stock-based compensation, software development costs and valuation of intangibles. These estimates and assumptions
are based on management’s best estimates and judgment. Management regularly evaluates its estimates and assumptions using historical experience
and other factors; however, actual results could differ significantly from these estimates.

Revenue Recognition

Revenues are comprised of license and implementation revenues and Software as a Service (“ SaaS’) and maintenance revenues.

License and I mplementation

License and implementation revenues include revenues from the sale of perpetual software licenses for the Company’s solutions and the
related implementation services. Based on the nature and scope of the implementation services, the Company has concluded that generally the
implementation services are essential to its customers’ use of the on premise solutions, and therefore, the Company recognizes revenues from the sale
of software licenses for its on premise solutions and the related implementation services on a percentage-of-compl etion basis over the expected
implementation period. The Company estimates the length of this period based on anumber of factors, including the number of licensed applications
and the scope and complexity of the customer’s deployment requirements. The percentage-of-compl etion computation is measured as the hours
expended on the implementation during the reporting period as a percentage of the total estimated hours needed to complete the implementation.

SaaS and Maintenance

SaaS and maintenance revenues primarily include subscription and the related implementation fees from customers accessing the Company’s
cloud-based solutions and revenues associated with maintenance and support contracts from customers using on premise solutions. Also included
in SaaS and maintenance revenues are other revenues, including revenues related to application support, training and customer-reimbursed expenses.
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In SaaS arrangements where subscription fees and implementation services have a standal one val ue, the Company allocates revenue to each
element in the arrangement based on a selling price hierarchy. The selling price for adeliverable is based on its vendor-specific objective evidence
(VSOE), if available, third-party evidence (TPE), if VSOE is not available, or best estimated selling price (BESP), if neither VSOE nor TPE isavailable.
Asthe Company has been unable to establish VSOE or TPE for the elements of its SaaS arrangements, the Company established the BESP for each
element by considering company-specific factors such as existing pricing and discounting. The total arrangement fee for amultiple element
arrangement is allocated based on the relative BESP of each element. The consideration allocated to subscription feesis recognized as revenue
ratably over the contract period. The consideration allocated to implementation services is recognized as revenue as services are performed.

In SaaS arrangements where implementation services are complex and do not have a stand-alone value to the customers, the Company
considers the entire arrangement consideration, including subscription fees and related i mplementation services fees, as asingle unit of accountingin
accordance with the provisions of Financial Accounting Standards Board (FASB) Accounting Standards Update (ASU) No. 2009-13, Revenue
Recognition (Accounting Standards Codification (ASC) Topic 605)—Multiple-Deliverable Revenue Arrangements. For such arrangements, the
Company recognizes the revenues ratably beginning the day the customer is provided access to the subscription service through the longer of the
initial contractual period or the estimated customer life.

Maintenance and support revenues include post-contract customer support and the right to unspecified software updates and enhancements
on awhen and if available basis. Application support revenues include supporting, managing and administering our software solutions, and
providing additional end user support. Maintenance and support revenues and application support revenues are recognized ratably over the period
in which the services are provided. The revenues from training and customer-reimbursed expenses are recognized as the Company delivers these
services.

Revenue Recognition

The Company commences revenue recognition when all of the following conditions are satisfied: persuasive evidence of an arrangement
exists, delivery has occurred or services have been rendered, the priceisfixed or determinable and collection is probable. However, determining
whether and when some of these criteria have been satisfied often involves assumptions and judgments that can have a significant impact on the
timing and amount of revenues the Company reports.

For multiple software element arrangements, the Company allocates the sales price among each of the deliverables using the residual method,
under which revenue is allocated to undelivered elements based on their V SOE of fair value. VSOE is the price charged when an element is sold
separately or a price set by management with the relevant authority. The Company has established V SOE for maintenance and support and training.

The Company does not offer any contractual rights of return or concessions. The Company’s implementation projects generally have aterm
ranging from afew monthsto three years and may be terminated by the customer at any time. Should aloss be anticipated on a contract, the full
amount of the lossisrecorded when the loss is determinable. The Company updates its estimates regarding the compl etion of implementations based
on changes to the expected contract value and revisions to its estimates of time required to complete each implementation project. Amounts that may
be payabl e to customers to settle customer disputes are recorded as a reduction in revenues or reclassified from deferred revenue to customer
payablesin accrued liabilities and other long-term liabilities.

Costs of Revenues

Cost of license and implementation revenues consists primarily of personnel-related costsincluding salary, bonus, stock-based compensation,
third-party contractor costs and royalty fees paid to third parties for the right to intellectual property. Cost of SaaS and maintenance revenues
consists primarily of personnel-related costsincluding salary, customer reimbursable expense, bonus, stock-based compensation, LeapFrog Rx
compensation charges, third party contractors, facility expense and depreciation expense related to server equipment including capitalized software
and data center-rel ated expenses.

Deferred cost of implementation services consists of costs related to implementation services that were provided to the customer but the
revenues for the services have not yet been recognized, provided however that the customer is contractually required to pay for the services. These
costs primarily consist of personnel costs. As of September 30, 2015 and 2014, the deferred cost of implementation services totaled $1.1 million and
$0.6 million, respectively.
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Warranty

The Company provides limited warranties on all sales and provides for the estimated cost of warranties at the date of sale. The estimated cost
of warranties has not been material to date.

Foreign Currency Translation

The functional currency of the Company’sforeign subsidiariesistheir respective local currency. The Company translates all assets and
liabilities of foreign subsidiariesto U.S. dollars at the current exchange rate as of the applicable consolidated balance sheet date. Revenues and
expenses are translated at the average exchange rate prevailing during the period. The effects of foreign currency translations are recorded in
accumulated other comprehensive |oss as a separate component of stockholders’ equity in the accompanying consolidated statements of convertible
preferred stock and stockholders' equity (deficit). Realized gains and losses from foreign currency transactions are included in other expenses, net in
the consolidated statements of operations and have not been material for all periods presented.

Cash and Cash Equivalents

The Company considers all highly liquid investments with an original or remaining maturity of three months at date of purchase to be cash
equivalents. The Company’s cash equivalents are comprised of U.S. treasury bills and money market funds, and are maintained with financial
institutions with high credit ratings.

Concentration of Credit Risk and Significant Customers

The Company maintains cash and cash equivalents with major financial institutions. The Company’s cash and cash equival ents consist of
bank deposits held with banks, U.S. treasury bills and money market funds that, at times, exceed federally insured limits. The Company limitsits credit
risk by dealing with counterparties that are considered to be of high credit quality and by performing periodic evaluations of its investments and of
the relative credit standing of these financial institutions.

Credit risk isthe risk of loss from amounts owed by financial counterparties. Credit risk can occur at multiple levels; asaresult of broad
economic conditions, challenges within specific sectors of the economy, or from issues affecting individual companies. Financial instruments that
potentially subject the Company to credit risk consist of cash equivalents and accounts receivable.

In the normal course of business, the Company is exposed to credit risk from its customers. To reduce credit risk, the Company performs
ongoing credit evaluations of its customers.

The following customers comprised 10% or more of the Company’s accounts receivable at September 30, 2015 and 2014 and of the Company’s
total revenuesfor the fiscal years ended September 30, 2015, 2014 and 2013, respectively:

As of September 30,

Accounts Receivable 2015 2014
Company A 15% *
Company B * 12%

Fiscal Years Ended September 30,

Revenue 2015 2014 2013
Company A 11% 15% 12%
Company B * * 12%
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Accounts Receivable and Allowance for Doubtful Accounts

Accounts receivable are recorded at the invoiced amount, net of allowances for doubtful accounts. The allowance for doubtful accountsis
based on management’s assessment of the collectability of accounts. The Company regularly reviews the adequacy of this allowance for doubtful
accounts by considering historical experience, the age of the accounts receivabl e balances, the credit quality of the customers, current economic
conditions, and other factors that may affect customers' ability to pay to determine whether a specific allowanceis appropriate. Accounts receivable
deemed uncollectable are charged against the allowance for doubtful accounts when identified.

Revenue that has been recognized, but for which the Company has not invoiced the customer, amounting to $3.0 million and $0.8 millionis
recorded as unbilled receivables and isincluded in accounts receivables in the consolidated balance sheets as of September 30, 2015 and 2014,
respectively. Invoices that have been issued before revenue has been recognized are recorded as deferred revenue in the consolidated balance
sheets.

Property and Equipment, Net

Property and equipment are recorded at cost less accumulated depreciation. Depreciation of property and equipment is cal culated using
straight-line basis over the estimated useful lives of the assets. L easehold improvements are amortized on a straight-line basis over the shorter of
lease term or estimated useful lives of the assets.

The estimated useful lives of property and equipment are as follows:

Computer software and equipment 2-5years

Furniture and fixtures 2-5years

L easehold improvements Shorter of the lease term or estimated useful life
Software devel opment costs 3years

Costs of maintenance and repairs that do not improve or extend the lives of the respective assets are charged to expense as incurred. Upon
retirement or sale of property and equipment, the cost and rel ated accumul ated depreciation are removed from the balance sheet and the resulting gain
or lossisreflected in statement of operations.

Capital Leases

Computer equipment | eases are capitalized when the Company assumes substantially all risks and benefits of ownership of the computer
equipment. Accordingly, the Company records the asset and obligation at an amount equal to the lesser of the fair market value of the computer
equipment or the net present val ue of the minimum lease payments at the inception of the lease. L eased computer equipment is depreciated using the
straight-line basis over the shorter of its estimated useful life or the lease term.

Long-lived Assets

The Company continually monitors events and changes in circumstances that could indicate that carrying amounts of itslong-lived assets,
including property and equipment and intangibl e assets may not be recoverable. When such events or changes in circumstances occur, the Company
assesses the recoverability of long-lived assets by determining whether the carrying value of such assets will be recovered through their
undiscounted expected future cash flows. If the future undiscounted cash flows are less than the carrying amount of these assets, the Company
recognizes an impairment loss based on the excess of the carrying amount over the fair value of the assets. The Company did not recognize any
impairment charges on its long-lived assets during any periods presented.
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Goodwill and I ntangible Assets

The Company records goodwill when consideration paid in an acquisition exceeds the fair value of the net tangible assets and the identified
intangible assets acquired. Goodwill is not amortized, but rather is tested for impairment annually or more frequently if facts and circumstances
warrant areview. We have elected to first assess the qualitative factors to determine whether it is more likely than not that the fair value of our single
reporting unit isless than its carrying amount as a basis for determining whether it is necessary to perform the two-step goodwill impairment under
Accounting Standards Update (ASU) No. 2011-08, Goodwill and Other (Topic 350): Testing Goodwill for Impairment, issued by the Financial
Accounting Standards Board (FASB). If we determine that it ismore likely than not that its fair valueislessthan its carrying amount, then the two-
step goodwill impairment test is performed. Thefirst step, identifying a potential impairment, compares the fair value of the reporting unit with its
carrying amount. If the carrying amount exceeds its fair value, the second step would need to be performed; otherwise, no further step isrequired.
The second step, measuring the impairment loss, compares the implied fair value of the goodwill with the carrying amount of the goodwill. Any excess
of the goodwill carrying amount over the applied fair valueis recognized as an impairment loss, and the carrying value of goodwill iswritten down to
fair value.

Intangibl e assets, consisting of developed technology, backlog, hon-competition agreements and customer relationships, are stated at fair
value less accumulated amortization. All intangible assets have been determined to have finite lives and are amortized on a straight-line basis over
their estimated remaining economic lives, ranging from three to five years. Amortization expense related to developed technology isincluded in cost
of SaaS and maintenance revenue while amortization expense rel ated to backlog, non-competition agreements and customer relationshipsisincluded
in sales and marketing expense. No goodwill or intangible assetsimpairment has been identified in any of the years presented.

Research and Development and Capitalization of Software Development Costs

The Company generally expenses costs related to research and development, including those activities rel ated to software solutions to be
sold, leased or otherwise marketed. As such development work is essentially completed concurrently with the establishment of technol ogical
feasibility, and accordingly, the Company has not capitalized any such development costs.

The Company capitalizes certain software development costs incurred in connection with its cloud-based software platform for internal use.
The Company capitalizes software devel opment costs when application development begins, it is probable that the project will be completed, and the
software will be used as intended. When development becomes substantially complete and ready for itsintended use, such capitalized costs are
amortized on a straight-line basis over the estimated useful life of the related asset, which is generally three years. Costs associated with preliminary
project stage activities, training, maintenance and all post implementation stage activities are expensed as incurred. The Company capitalized software
development costs of $2.5 million and $0.4 million (specifically related to our Revvy product offerings) during the fiscal years ended September 30,
2015 and 2014, respectively.

Fair Value of Financial I nstruments

Thefinancial instruments of the Company consist primarily of cash and cash equivalents, accounts receivabl e, accounts payable and certain
accrued liabilities. The Company regularly reviewsits financial instruments portfolio to identify and evaluate such instruments that have indications
of possibleimpairment. When thereis no readily available market data, fair value estimates are made by the Company, which involves some level of
management estimation and judgment and may not necessarily represent the amounts that could be realized in a current or future sale of these assets.

Based on borrowing rates currently available to the Company for financing obligations with similar terms and considering the Company’s
credit risks, the carrying value of the financing obligation approximates fair value.

Fair value is defined as the exchange price that would be received for an asset or an exit price paid to transfer aliability in the principal or most
advantageous market for the asset or liability in an orderly transaction between market participants on the measurement date. V aluation techniques
used to measure fair value must maximize the use of observable inputs and minimize the use of unobservable inputs. The current accounting guidance
for fair value instruments defines athree-level valuation hierarchy for disclosures asfollows:
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Level 1—Unadjusted quoted pricesin active markets for identical assets or liabilities;

Level 2—Input other than quoted pricesincluded in Level | that are observable, unadjusted quoted prices in markets that are not active, or
other inputs for similar assets and liabilities that are observable or can be corroborated by observable market data; and

Level 3—Unobservable inputs that are supported by little or no market activity, which requires the Company to develop its own models and
involves some level of management estimation and judgment.

The Company’s Level 1 assets consist of U.S. treasury bills and money market funds. These instruments are classified within Level 1 of thefair
value hierarchy because they are valued based on quoted market pricesin active markets.

Sales Commissions

Sales commissions are recognized as an expense upon booking the contract. Substantially all of the compensation due to the salesforceis
earned at the time of the contract signing, with limited ability to recover any commissions paid if a contract isterminated.

Advertising and Promotion Costs

Advertising and promotion costs are expensed as incurred. The Company incurred $0.3 million in advertising and promotions costs during the
fiscal years ended September 30, 2015 and immaterial amounts during the fiscal years ended September 30, 2014 and 2013.

Employee Benefit Plan

The Company has a savings plan that qualifies under Section 401(k) of the Internal Revenue Code (IRC). Under these 401(k) Plans, matching
contributions are based upon the amount of the employees' contributions subject to certain limitations. We contributed approximately $0.4 million for
the year ended September 30, 2015. The Company made no contributions under this plan for years ended September 30, 2014 and 2013.

Stock-Based Compensation

Stock-based compensation expense for all share-based payment awards granted to our employees and directors including stock options and
restricted stock units (RSUs) is measured and recognized based on the fair value of the awards on the grant date. The fair value is recognized as
expense, net of estimated forfeitures on a straight-line basis, over the requisite service period, which is generally the vesting period of the respective
award. The Company uses the Black-Scholes-Merton valuation model to estimate the fair value of stock option awards. The Black-Scholes-Merton
valuation model requires the use of subjective assumptionsto determine the fair value of stock option awards, including the expected stock price
volatility over the expected term of the options, stock option exercise and cancellation behaviors, risk-free interest rates and expected dividends. The
Company periodically estimates the portion of awards which will ultimately vest based on its historical forfeiture experience. These estimates are
adjusted over the requisite service period to the extent that actual forfeitures differ, or are expected to differ, from the prior estimates.

Income Taxes

The Company accounts for income taxesin accordance with the FASB ASC No. 740—Accounting for Income Taxes (ASC 740). The Company
makes certain estimates and judgments in determining income tax expense for financia statement purposes. These estimates and judgments occur in
the calculation of tax credits, tax benefits and deductions and in the calcul ation of certain tax assets and liabilities, which arise from differencesin the
timing of recognition of revenue and expense for tax and financial statement purposes. Significant changes to these estimates may result in an
increase or decrease to our tax provision in the subsequent period when such a change in estimate occurs.
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The Company regularly assesses the likelihood that its deferred income tax assets will be realized from future taxable income based on the
realization criteriaset forth in ASC 740. To the extent that the Company believes any amounts are not more likely than not to be realized, the Company
records a valuation allowance to reduce the deferred income tax assets. In assessing the need for a valuation allowance, the Company considers all
available evidence, including past operating results, estimates of future taxable income and the feasibility of tax planning strategies. In the event the
Company determinesthat all or part of the net deferred tax assets are not realizablein the future, an adjustment to the val uation allowance would be
charged to earnings in the period such determination is made. Similarly, if the Company subsequently realizes deferred income tax assets that were
previously determined to be unrealizable, the respective valuation allowance would be reversed, resulting in an adjustment to earningsin the period
such determination is made.

As of September 30, 2015 and 2014, the Company had gross deferred income tax assets, related primarily to net operating loss (NOL) carry
forwards, deferred revenues, accruals and reserves that are not currently deductible and depreciable and amortizable items of $42.1 million and $34.7
million, respectively, which have been fully offset by avaluation allowance. Utilization of these net loss carry forwards is subject to the limitations of
IRC Section 382. During the year ended September 30, 2013, the Company undertook a study of NOL carry forwards and determined that most of its
NOL carry forwards are not subject to the limitations of IRC Section 382. However, in the future, some portion or al of these carry forwards may not
be avail able to offset any future taxable income.

Segment

The Company has one operating segment with one business activity, developing and monetizing revenue management solutions. The
Company’s Chief Operating Decision Maker (CODM) isits Chief Executive Officer, who manages operations on a consolidated basis for purposes of
allocating resources. When evaluating performance and all ocating resources, the CODM reviews financial information presented on a consolidated
basis.

Comprehensive (Loss) | ncome

Comprehensive income (loss) incomeis comprised of net income (loss) income and other comprehensive (loss) income. Other comprehensive
(loss) income includes foreign currency translation adjustments.

New Accounting Pronouncements

In May 2015, the FASB issued ASU No. 2015-14—Revenue for Contracts with Customers (Topic 606) Deferral of the Effective Date: The
update defers the effective date of Update 2014-09 for all entities by oneyear. For public companies should apply the guidance in Update 2014-09 to
annual reporting periods beginning after December 15, 2017. The Company is currently assessing the impact that adopting this update may have on
its consolidated financial statements.

In February 2015, the FASB issued ASU No. 2015-05—Intangibles-Goodwill and Other-Internal-Use Software (Subtopic 350-40): The
update provides guidance to customers about whether a cloud computing arrangement includes a software license. 1f acloud computing arrangement
includes a software license, then the customer should account for the software license element of the arrangement consistent with the acquisition of
other software licenses. If acloud computing arrangement does not include a software license, the customer should account for the arrangement as a
service contract. The guidance will not change GAAP for a customer’'s accounting for service contracts. For public companies, the update is
effective for the fiscal year and for the interim period beginning after December 15, 2015, with early application permitted. The Company does not
anticipate that adoption of this update will have a material impact on its consolidated financial statements.

In May 2014, the FASB issued Accounting Standards Update No. 2014-09 (ASU 2014-09), Revenue from Contracts with Customers, which
amends the existing accounting standards for revenue recognition. ASU 2014-09 is based on principles that govern the recognition of revenue at an
amount to which an entity expects to be entitled when products and services are transferred to customers. ASU 2014-09 was originally to be effective
for the Company on October 1, 2017. In July 2015, the FASB affirmed a one-year deferral of the effective date of the new revenue standard. The new
standard will become effective for the Company on October 1, 2018 and can be adopted either retrospectively to each prior reporting period presented
or as a cumulative effect adjustment as of the date of adoption. Early application is permitted but not before the original effective date of annual
periods beginning after December 15, 2016. The Company is currently evaluating the impact the adoption of ASU 2014-09 will have on the Company's
consolidated financial statements.
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3. Consolidated Balance Sheet Components

Components of property and equipment, and intangible assets consisted of the following:

Property and Equipment

As of September 30,

2015 2014
(in thousands)

Computer software and equipment $ 8383 $ 6,931
Furniture and fixtures 673 477
L easehold improvements 875 804
Software devel opment costs 6,915 5,488

Total property and equipment 16,846 13,700
Less: Accumulated depreciation and amortization (10,353) (6,811)
Property and equipment, net 6,493 6,889
Add: Capital projectsin progress 1,060 —

Total property and equipment, net $ 7553 $ 6,889

Computer equipment acquired under the capital leasesisincluded in property and equipment and consisted of the following:

As of September 30,

2015 2014
(in thousands)
Computer software and equipment $ 793 $ 823
Less: Accumulated depreciation and amortization (791) (819)
Total computer software and equipment, net $ 2 $ 4

Depreciation expense including depreciation of assets under capital leases totaled $3.8 million, $3.4 million and $1.9 million for thefiscal years
ended September 30, 2015, 2014 and 2013, respectively.

I ntangible Assets

Estimated Useful
Life(in As of September 30,
Years) 2015 2014
(in thousands)

Intangible Assets:

Devel oped technology 5 $ 2213 % 2,214
Backlog 5 100 100
Non-competition agreement 3 100 100
Customer relationships 3 1,019 1,018
Less: Accumulated amortization (3,115) (2,845)
Total intangible assets $ 317 $ 587

The Company recorded amortization expense related to the acquired intangible assets of $0.3 million, $0.3 million and $0.3 million during the
fiscal years ended September 30, 2015, 2014, and 2013, respectively.
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Estimated future amortization expense for the intangibl e assets as of September 30, 2015 isasfollows:

Fiscal YearsEnding
September 30,
(in thousands)

2016 245
2017 72
Total future amortization $ 317

4. Financial Instruments

The table below sets forth the Company’ s cash equivalents as of September 30, 2015 and 2014, which are measured at fair value on arecurring
basis by level within the fair value hierarchy. The assets are classified based on the lowest level of input that is significant to the fair value
measurement. The Company had no liabilities measured at fair value on arecurring basis.

Level 1 Level 2 Level 3 Total
(in thousands)

Asof September 30, 2015:

Assets:

Cash equivalents:

Money market fund deposits $ 45516 $ — 3 — 3 45,516

U.S. treasury bills 35,000 — — 35,000
Total $ 80516 $ — % — 3 80,516

Asof September 30, 2014:

Assets:

Cash equivalents:

Money market fund deposits $ 11,463 $ — 3 — 3 11,463

U.S. treasury bills 34,050 — — 34,050
Total $ 45513 $ —  $ — 3 45,513

The Company’s cash equivalents as of September 30, 2015 and 2015 consisted of money market funds with original maturity dates of less than
three months from the date of their respective purchase. Cash equivalents are classified as Level 1. The fair value of the Company’s money market
funds approximated amortized cost and, as such, there were no unrealized gains or losses on money market funds as of September 30, 2015 and 2014.
Asof September 30, 2015 and 2014, amounts of $10.5 million and $55.5 million, respectively, were held in bank deposits.
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5. Commitmentsand Contingencies

Leases

The Company |eases facilities under noncancel able operating leases, and |eases certain computer equipment under capital |eases and acquired
certain equipment under an equipment loan.

Asof September 30, 2015, future minimum payments under operating leases were as follows:

Contractual Payment Obligations Due by Period

Lessthan 1to3 3to5 Morethan 5
Total 1 Year Years Years Years
Operating lease obligations(1) $ 7500 $ 2300 $ 5000 $ 200 $ —

(1 Operating lease obligations represent our obligations to make payments under the |ease agreements for our facilities leases.

Rent expense under noncancel able operating leases for the fiscal years ended September 30, 2015, 2014 and 2013 was $2.3 million, $2.0 million and $1.7
million, respectively.

Loan Financing Arrangements

In October 2010, the Company entered into an amended and restated |oan and security agreement with alender and refinanced its revolving
credit facility with aterm loan of $7.5 million. The principal amount outstanding bears afixed interest rate at 8.0% per annum. The amended and
restated |oan and security agreement required interest only payments until October 1, 2011 and thirty six (36) equal monthly installments of principal
with accrued interest thereafter until maturity on October 1, 2014. The Company pledged all assets excluding any intellectual property to the lender as
collateral. The Company repaid thisterm loan in full in May 2013. The Company no longer has aline of credit as of September 30, 2015.

In connection with the amended and restated |oan and security agreement, the Company issued awarrant to purchase 86,655 shares of Series C
Preferred Stock at an exercise price of $3.462 per share to the lender (see Note 11).

For thefiscal year ended September 30, 2013, the Company recorded an interest expense of $0.4 million. No expense was recorded for the fiscal
years ended September 30, 2015 and 2014 as these warrants were converted into common sharesin May 2013, pursuant to Company’sinitial public
offering (“1PO"). The Company has no outstanding warrants as of September 30, 2015.

Indemnification Obligations

Each of the Company’s software licenses contains the terms of the contractual arrangement with the customer and generally includes certain
provisions for defending the customer against any claims that the Company’s software infringes upon a patent, copyright, trademark, or other
proprietary right of athird party. The software license also provides for indemnification by the Company of the customer against losses, expenses,
and liabilities from damages that may be assessed against the customer in the event the Company’s software is found to infringe upon such third
party rights.

The Company has not had to reimburse any of its customers for losses related to indemnification provisions, and there were no material claims
against the Company outstanding as of September 30, 2015 and 2014. For several reasons, including the lack of prior indemnification claims and the
lack of amonetary liability limit for certain infringement cases under the software license, the Company cannot estimate the amount of potential future
payments, if any, related to indemnification provisions.

As permitted under Delaware law, the Company has indemnification arrangements with respect to its officers and directors, indemnifying them
for certain events or occurrences while they serve as officers or directors of the Company.
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Legal Proceedings

On September 5, 2014 and January 22, 2015, purported securities class action lawsuits were filed in the Superior Court of the State of California,
County of San Mateo, against the Company, certain of the Company’s current and former directors and executive officers and underwriters of the
IPO. The lawsuits were brought by purported stockholders of the Company seeking to represent a class consisting of all those who purchased the
Company’s stock pursuant and/or traceable to the Registration Statement and Prospectus issued in connection with the |PO. The lawsuits assert
claims under Sections 11, 12(a)(2) and 15 of the Securities Act of 1933 and seek unspecified damages and other relief. See Note 12 relating to the
resolution of this matter in fiscal 2016.

6. Stock-Based Compensation
2000 Stock Plan

The 2000 Stock Plan (the “2000 Plan”) authorized the board of directorsto grant incentive share options and non-statutory share options to
employees, directors and other eligible participants. Stock purchase rights may also be granted under the 2000 Plan. The exercise price of the stock
options shall not be less than the estimated fair value of the underlying shares of the common stock on the grant date. Options generally vest over
four years and expire ten years from the date of grant. In connection with the adoption of the 2010 Equity Incentive Plan (the “2010 Plan”) in June
2010, the 2000 Plan was terminated and all shares of common stock previously reserved but unissued were transferred to 2010 Plan.

2010 Equity I ncentive Plan

On June 15, 2010, the Company’s Board adopted the 2010 Equity Incentive Plan under which employees, directors, and other eligible
participants of the Company or any subsidiary of the Company may be granted incentive stock options, nonstatutory stock options and all other
types of awards to purchase shares of the Company’s common stock. The total number of shares reserved and available for grant and issuance
pursuant to this 2010 Plan consists of (a) any authorized shares not issued or subject to outstanding grants under the 2000 Plan on the adoption date,
(b) sharesthat are subject to issuance upon exercise of options granted under the Plan but cease to exist for any reason other than exercise of such
options; and (c) sharesthat were issued under the Plan which are repurchased by the Company at the original issue price or forfeited. In connection
with the adoption of the 2013 (the “ 2013 Plan”) in February 2013, the 2010 Plan was terminated and all shares of common stock previously reserved
but unissued were transferred to 2013 Plan.

2013 Equity I ncentive Plan

The Company’ s board of directors (Board) adopted the 2013 Equity Incentive Plan (2013 Plan) in February 2013, and the stockholders
approved the 2013 Plan in March 2013. The 2013 Plan became effective on March 18, 2013 and will terminate in February 2023. The 2013 Plan serves as
the successor equity compensation plan to the 2010 Equity Incentive Plan (2010 Plan). The 2013 Plan was approved with areserve of 8.0 million
shares, which consists of 2.5 million shares of the Company’s common stock reserved for future issuance under the 2013 Plan and shares of common
stock previously reserved but unissued under the 2010 Plan.

Additionally, the 2013 Plan provides for automatic increases in the number of shares available for issuance under it on October 1 of each of the
first four calendar years during the term of the 2013 Plan by the lesser of 5% of the number of shares of common stock issued and outstanding on
each September 30 immediately prior to the date of increase or the number determined by our board of directors. No further grants will be made under
the 2010 Plan, and the balances under the 2010 Plan have been transferred to the 2013 Plan. The 2013 Plan provides for the grant of incentive stock
options, nonqualified stock options, restricted stock awards, stock appreciation rights, performance stock awards, restricted stock units and stock
bonuses. Awards generally vest over four years and expire ten years from the date of grant.
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Stock Options

As of September 30, 2015, 3.7 million shares were available for future stock awards under the plans. There were no stock options granted in
fiscal years 2015 and 2014, respectively. The following table summarized the weighted-average assumptions used to estimate the fair value of stock
options granted during the periods presented:

Fiscal Years Ended September 30,

2015 2014 2013
Common stock valuation $ — % — 3% 13.95
Risk-freeinterest rate —% —% 1.10%
Dividend yield — — —
Volatility —% —% 50%
Expected term (in years) — — 6.08

The expected terms of options granted were calcul ated using the simplified method, determined as the average of the contractual term and the
vesting period. Estimated volatility is derived from the historical closing prices of common shares of similar entities whose share prices are publicly
available for the expected term of the option. Therisk-free interest rate is based on the U.S. treasury constant maturitiesin effect at the time of grant
for the expected term of the option. We use historical datato estimate the number of future stock option forfeitures.

The following table summarized the stock option activity and related information under all stock option plans:

Weighted
Weighted Average
Number of Average Remaining Aggregate
Shares Exer cised Contract Intrinsic
(thousands) Price Term (in Years) Value

Balance at September 30, 2012 4559 $ 434 6.08 $ 30,000
Granted 272 13.86 —

Exercised (565) 152 —

Forfeited (355) 8.00 —

Expired (43) 4.35 —

Balance at September 30, 2013 3,868 5.07 534 $ 21,122
Exercised (1,689) 1.80 —

Forfeited (178) 11.29 —

Expired (120) 10.60 —

Balance at September 30, 2014 1,881 7.07 598 $ 7,055
Exercised (354) 3.71 —

Forfeited (177) 12.01 —

Expired (231) 12.18 —

Balance at September 30, 2015 1,119 $ 6.29 468 $ 4,904
Options exercisable as of September 30, 2015 1051 $ 5.87 453 $ 4,902
Options vested and expected to vest as of September

30, 2015 1113 $ 6.26 467 $ 4,904

The intrinsic value of options exercised during 2015, 2014 and 2013 was $2.6 million, $13.8 million, and $7.0 million, respectively. The total
estimated fair value of options vested during 2015, 2014 and 2013 was $1.6 million, $0.6 million, and $0.6 million respectively.
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Employee Stock Purchase Plan

The 2013 Employee Stock Purchase Plan (ESPP) became effective on March 19, 2013. The ESPP alows eligible employees to purchase shares of
the Company’s common stock at a discount through payroll deductions of up to 15% of their eligible compensation, at not less than 85% of the fair
market value, as defined in the ESPP, subject to any plan limitations. Except for theinitial offering period, the ESPP providesfor six-month offering
periods, starting on February 20 and August 20 of each year.

The following table summarized the weighted-average assumptions used to estimate the fair value of rightsto acquire stock granted under the
Company’s ESPP plan during the periods presented:

Fiscal Years Ended September 30,

2015 2014 2013
Risk-free interest rate 0.12% 0.12% 0.15%
Dividend yield — — —
Volatility 33% 34% 36%
Expected term (in years) 0.50 0.77 0.91

Restricted Stock Awards | ssued to Certain Employeesin Connection with the LeapFrogRx Acquisition

In January 2012, the Company issued 200,000 shares of common stock to certain employees of L eapFrogRx in connection with the acquisition
of LeapFrogRx. Of these shares, 36,818 shares were forfeited and all the remaining shares were fully vested through the period ended March 31, 2014.
Thetotal fair value of the restricted stock awards that vested during the fiscal year ended September 30, 2014 was $0.1 million.

Performance-based Restricted Stock Units

On December 6, 2013, the Compensation Committee of the Board approved initial grants of an aggregate of 280,000 performance-based
restricted stock unitsto three of the Company’s senior officers, including the Chief Executive Officer and the Chief Financial Officer. Under the terms
of these grants, the actual number of shares released could be 0% to 250% of theinitial grant based on the Company’stotal shareholder return (TSR)
relative to the TSR of the Russell 3000 index (Index) over athree-year period. In any of the three years, no shareswill be released if the TSR of the
Company’s common stock is below the 30th percentile relative to the Index; 100% of theinitial grant will be released if the Company’s TSR is at the
50th percentile relative to the Index; and 250% of theinitial grant will be released if the Company’s TSR is over the 90th percentile relative to the
Index. These grants vest as to one-third on each annual anniversary of November 22, 2013, with a“ catch-up” provision such that shares not earned
inaprior year may be earned in a subsequent year subject to the Company’s TSR achieving acertain level relative to the Index and exceeding the
prior year's TSR. These grants have aten-year term, subject to their earlier termination upon certain events including the awardee’ s termination of
employment. As of September 30, 2015 approximately 53,000 of performance based stock units were forfeited and 195,000 shares were rel eased based
on the Company’s TSR relative to the Index.

Thefair value of these grants with a market condition is recognized using the graded-vesting attribution method over the requisite service
period. The Company used the Monte-Carlo simulation model to calculate the fair value of these awards on the grant date. The Monte-Carlo
simulation model takes into account the same input assumptions as the Black-Scholes model; however, it also further incorporatesinto the fair value
determination the possibility that the performance criteriamay not be satisfied. The weighted-average assumptions used to estimate the fair values of
these awards were determined using the following assumptions for the fiscal year ended September 30, 2015:

Risk-freeinterest rate 0.63%
Dividend yield —
Volatility 39%
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On March 9, 2015, the Compensation Committee of the Board of Directors granted an aggregate of 348,700 performance-based restricted stock
units to members of the Company’s executive team, including the Chief Executive Officer and the Chief Financial Officer. Under the terms of these
grants, the actual number of sharesthat will vest and be released will range from 0% to 250% of the grant based on the performance of the Company’s
TSR relative to the TSR of the Index over athree-year period. No shares will vest and be released in the first year. In any of the two remaining years,
no shareswill vest and be released if the TSR of the Company’s common stock is below the 30th percentile relative to the Index; 100% of the grant
will vest and be released if the Company’s TSR is at the 50th percentile relative to the Index; and 250% of the grant will vest and be released if the
Company’s TSR is over the 90th percentile relative to the Index. These grants vest over athree-year period with 50% vesting on each of the second
and the third annual anniversary of the vesting commencing date of February 15, 2015. In addition, these grants have a*“ catch-up” provision such
that if the Company’s TSR relative to the Index for the three-year period exceeds that of the two-year period, additional sharesfor the two-year period
will vest and be rel eased based on the three-year achievement level. These grants have aten-year term, subject to their earlier termination upon
certain eventsincluding the awardee’ s termination of employment. During fiscal year ended September 30, 2015, approximately 13,000 of performance-
based restricted stock units were forfeited and no shares were rel eased based on the Company’s TSR relative to the Index.

Thefair value of these grants with a market condition is recognized using the graded-vesting attribution method over the requisite service
period. The Company used the Monte-Carlo simulation model to calculate the fair value of these awards on the grant date. The Monte-Carlo
simulation model takes into account the same input assumptions as the Black-Scholes model; however, it also further incorporatesinto the fair value
determination the possibility that the performance criteria may not be satisfied.

The grant date fair values of these awards were determined using the following assumptions:

Risk-freeinterest rate 1.10%
Dividend yield —
Volatility 32%

The following table summarizes the Company’ s restricted stock and restricted stock unit activity under all equity award plans:

Weighted

Average
Restricted Stock Grant Date
UnitsOutstanding Fair Value
(in thousands)

Balance at September 30, 2012 20 $ 10.92
Granted 1,088 15.73
Released @) 12.27
Forfeited (110) 1557
Balance at September 30, 2013 91 $ 15.68
Granted 1,774 9.89
Released (58) 16.83
Forfeited (442) 8.79
Balance at September 30, 2014 2265 $ 12.46
Granted 1,505 11.17
Released (963) 11.20
Forfeited (505) 11.66
Balance at September 30, 2015 2302 $ 12.32

Thetotal fair value of restricted stock awards vested for the years ended September 30, 2015, 2014, and 2013 was $8.7 million, $0.9 million,
and $0.8 million, respectively.
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The following table summarizes certain information of the unvested awards as of September 30, 2015:

Stock
Options  Restricted Stock Units (1) ESPP
Total Compensation cost for unvested (in millions) $ 14 $ 121 $ 0.3
Weighted-average Period to recognized (in years) 1.0 23 0.4

(@: including restricted stock, restricted stock units and performance-based restricted stock awards

Stock-based Compensation

Stock-based compensation is as follows:

Fiscal Years Ended September 30,

2015 2014 2013
Cost of revenues: (in thousands)
License and implementation $ 699 $ 905 $ 591
SaaS and maintenance 799 749 622
Total stock-based compensation in cost of revenues 1,498 1,654 1,213
Operating expenses:
Research and development 1,353 1,278 47
Sales and marketing 3,202 2,789 1,687
General and administrative 4,302 4,228 1,209
Total stock-based compensation in operating expenses 8,857 8,295 3,643
Stock-based compensation in operating loss 10,355 9,949 4,856
Stock-based compensation capitalized as software
development cost 109 27 182
Total stock-based compensation $ 10464 $ 9976 $ 5,038

7. 1ncome Taxes

The components of |oss before income taxes are as follows:

Fiscal Years Ended September 30,

2015 2014 2013
(in thousands)
Domestic $ (20,292) $ (21,279) $ (1,340
Foreign 1,181 782 853
Loss before taxes $ (19,111) $ (20,497) $ (487)

The Company has made no provision for U.S. income taxes on approximately $2.8 million of cumulative undistributed earnings of certain
foreign subsidiaries at September 30, 2015 because it isthe Company's intention to reinvest such earnings permanently. The determination of the
amount of unrecognized deferred tax liability related to these earningsis not practicable.
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The components of the provision for income taxes are as follows:

Fiscal Years Ended September 30,
2015 2014 2013
(in thousands)

Current

State $ 13 % 53 % 54
Foreign 482 295 355
495 348 409

Deferred
Federal 27 27 27
State 6 9 3
33 36 30
Total provision for income taxes $ 528 $ B4 3 439

Reconciliation of the statutory federal income tax to the Company’ s effective tax:

Fiscal Years Ended September 30,

2015 2014 2013
(in thousands)

Tax at statutory federal rate $ (6,498) $ (6,969) $ (165)
State tax, net of federal benefit 13 53 54
Permanent differences 729 727 1,053
Foreign tax rate differential 81 29 65
Changein valuation allowance 6,648 6,625 128
Research and development tax credits (450) (175) (726)
Foreign tax credits (7 35 (27)
Change in deferred tax liabilities 33 36 30
Other (22) 23 27

Total provision for income taxes $ 528 $ 3384 3 439

The Company is subject to incometaxesin U.S. federal and various state, local and foreign jurisdictions. Thetax years ended from September
2000 to September 2015 remain open to examination due to the carryover of unused net operating losses or tax credits.

Deferred tax assets and liability consisted of the following:
As of September 30,

2015 2014
(in thousands)

Deferred tax assets:
Depreciation and amortization $ (388) $ (425)
Accruals and other 5431 6,833
Deferred revenue 2,795 3,045
NOL carry-forward 27,107 18,917
Research and devel opment tax credits 7,183 6,315
Total deferred tax assets 42,128 34,685
Valuation allowance (42,128) (34,685)
Net deferred tax assets $ — 3 —
Deferred tax liabilities:
Intangibles $ (122) $ (89)

A valuation allowanceis provided when it is more likely than not that the deferred tax assetswill not be realized. The Company had established
avaluation allowance to offset net deferred tax assets at September 30, 2015, 2014 and 2013 due to the uncertainty of realizing future tax benefits from
its net operating loss carry-forwards and other deferred tax assets. The net change in the total valuation allowance for the year ended September 30,
2015 was an increase of approximately $7.4 million.
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At September 30, 2015, the Company has federal and California net operating loss carry-forwards of approximately $82.2 million and $26.6
million, respectively. The federal and Californianet operating losses will begin expiring in 2021 and 2016, respectively. At September 30, 2015, the
Company also had other state net operating loss carry-forwards of approximately $1.0 million which will begin expiring in 2017. At September 30, 2015,
the Company had federal and state research credit carry forwards of approximately $4.8 million and $5.9 million, respectively. The federal research and
development credit carry-forwards will begin expiring in 2020. The Californiatax credit can be carried forward indefinitely.

The Company istracking its deferred tax assets attributable to stock option benefitsin a separate memo account pursuant to ASC
718. Therefore, these amounts are not included in the Company's gross or net deferred tax assets. As of September 30, 2015, 2014 and 2013, the
Company had stock option benefits of approximately $3.7 million, $3.1 million and $0.9 million, respectively. Pursuant to ASC 718-740-25-10, the stock
option benefits will be recorded to equity when they reduce cash taxes payable.

As of September 30, 2015, the Company had unrecognized tax benefits of approximately $3.1 million. It isunlikely that the amount of liability
for unrecognized tax benefitswill significantly change over the next twelve months. The Company's policy is to recognize interest and penalties
accrued on any unrecognized tax benefits as acomponent of income tax expense. As of September 30, 2015, there was aliability of $0.3 million related
to uncertain tax positions recorded on the financial statements.

Internal Revenue Code section 382 places alimitation (the " Section 382 Limitation") on the amount of taxable income can be offset by net
operating ("NOL") carry-forwards after a change in control (generally greater than 50% change in ownership) of aloss corporation. California has
similar rules. The Company's capitalization described herein may have resulted in such a change. Generally, after acontrol change, aloss corporation
cannot deduct NOL carry-forwardsin excess of the Section 382 limitation. A high level IRC Section 382 analysis has been performed as of September
30, 2015 and determined there would be no effect on the NOL Deferred Tax Asset if ownership changes occurred.

A reconciliation of the beginning and ending amount of unrecognized tax benefitsisasfollows:

Fiscal Years Ended September 30,

2015 2014 2013
(in thousands)
Unrecognized tax benefits at the beginning of the period $ 2513 % 1979 $ 1,683
Grossincrease based on tax positions during the prior period 58 18 78
Gross increase based on tax positions during the current
period 548 516 218
Unrecognized tax benefits at the end of the period $ 3119 $ 2513 $ 1,979

8. Net Loss Per Share

The Company’ s basic net loss per share attributable to common stockholdersis calculated by dividing the net loss attributable to common
stockholders by the weighted average number of shares of common stock outstanding for the period, which excludes unvested restricted stock
awards. The diluted net loss per share attributable to common stockholders is computed by giving effect to all potentially dilutive common stock
equivalents outstanding for the period. For purposes of this calculation, convertible preferred stock, warrants outstanding, options to purchase
common stock, unvested restricted stock awards and unvested restricted stock units are considered to be common stock equivalents.
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Fiscal Years Ended September 30,
2015 2014 2013
(in thousands, except per share data)

Numerator:
Basic and diluted:
Net loss attributable to common stockholders $ (19,639) $ (20,881) $ (926)

Denominator:
Basic and diluted:
Weighted Average Shares Used in Computing Net L oss per

Share Attributable to Common Stockholders 26,015 24,399 15,979
Net Loss per Share Attributable to Common Stockholders:
Basic and diluted $ 076 $ (0.86) $ (0.06)

The following weighted average shares of common stock equivalents were excluded from the computation of diluted net loss per share
attributable to common stockholders for the periods presented because including them would have been antidilutive:

Fiscal Years Ended September 30,

2015 2014 2013
Stock options 1,228,085 1,971,126 4,254,831
Restricted stock awards, performance-based restricted stock
units and restricted stock units 724,343 1,090,703 620,528
Preferred stock warrants — — 44,398
ESSP 19,797 22,896 9,313

9. Geographic Information

The Company has one operating segment with one business activity - devel oping and monetizing revenue management solutions.

Revenues from External Customers

Revenues from customers outside the United States were 6%, 11% and 14% of total revenues for the fiscal years ended September 30, 2015,
2014 and 2013, respectively. No location outside of the United States has revenuesin excess of 10%.

Long-Lived Assets
The following table sets forth the Company’s property and equipment, net by geographic region:

As of September 30,

2015 2014
(in thousands)
United States $ 6,080 $ 5,858
India 1,473 1,031
Total property and equipment, net $ 7553 $ 6,889

10. Restructuring Char ges

On September 30, 2013, the Company announced a plan to align its workforce with the Company’s strategic initiatives that included a reduction
in the size of the Company’s workforce, primarily in professional services. The Company recorded aworkforce reduction restructuring charge of $26
thousand and $1.2 millionin fiscal years 2014 and 2013, respectively, primarily related to employee separation packages, which included severance
pay, benefits continuation and outplacement costs. Asof September 30, 2014 the Company had completed its restructuring activities.
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A roll-forward of the restructuring activity is summarized below:

Opening balance
Amounts accrued
Cash payments
Balance of accrual

11. Convertible Preferred Stock

Upon the closing of the PO, all outstanding shares of convertible preferred stock were converted into shares of common stock, and an
outstanding warrant to purchase convertible preferred stock automatically converted into awarrant to purchase 86,655 shares of common stock.

Convertible Preferred Stock Warrant

On October 19, 2010, in connection with aloan agreement, the Company issued awarrant to purchase 86,655 shares of the Company’s SeriesC
Preferred Stock at an exercise price of $3.462 per share. The warrant is exercisable in whole or in part at any time on or before the expiration date of the
10-year anniversary from the issuance date. Upon the closing of the PO, this warrant automatically converted into awarrant to purchase the same

number of shares of common stock at the same exercise price per share.

Prior to the closing of the PO, the Company re-measured the fair value of the preferred stock warrant at each balance sheet date. The fair value
of the outstanding warrant was classified within non-current liabilities on the consolidated balance sheets, and any changesin fair value were

Fiscal Years Ended September 30,

2014 2013
(in thousands)
$ 1,182 $ —
26 1,215
(1,208) (33)
$ — $ 1,182

recognized as a component of other (income) expenses, net in the consolidated statements of operations.

Upon the closing of the IPO, the warrant was reclassified from liability to equity and the Company will no longer record any mark-to-market
changesin the fair value of the warrant. The Company performed the final re-measurement of the warrant on March 25, 2013, the closing date of the
IPO, and recorded an expense of $0.7 million arising from the revaluation during the three months ended March 31, 2013. In May 2013, the warrant was

converted into 71,847 shares of common stock, net of the warrant price.

Thefair value of the outstanding warrant was determined using the Black-Scholes-M erton option-pricing model. The fair value of the warrant

was estimated using the following assumptions for the periods presented bel ow.

Risk-freeinterest rate
Dividend yield
Volatility

Expected term (in years)

Fiscal Year Ended

September 30, 2013
0.92%

45%
5.92

The changein thefair value of the convertible preferred stock warrant liability is summarized below:

Opening balance

Issuance of convertible preferred stock warrant

Increaseinfair value

Reclassification of warrant liability to additional paid-in
capital

Closing balance

7

Fiscal Year Ended
September 30, 2013

$ 748
671

(1,419)
$ —
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12. Subsequent Events (Unaudited)

On October 19, 2015, the Company signed a definitive agreement to acquire Channelinsight, aleading provider of Channel Data Management
(CDM) solutions. The combination of Model N Channel Management and Channelinsight CDM provides companies with aleading enterprise-grade,
end-to-end solution to manage their Global Channel Revenue. The Company acquired operating assets and liabilities of Channelinsight in an all cash
deal for approximately $12.6 million. This transaction was closed on October 30, 2015.

On November 4, 2015, all parties to the consolidated class action lawsuit against Model N, Inc. and certain of the Company’s current and former
directors and executive officers and underwriters of theinitial public offering reached a mutually acceptable resolution by way of a mediated
settlement. The agreement in principle calls for the company to contribute $250,000 toward the settlement, with the remainder to be covered by the
Company’s D& O insurance. The Company is satisfied with this resolution given the risks and expenses associated with further litigation and does
not believe this contribution will have a material impact on the results of operationsin fiscal 2016. The settlement is subject to court approval .
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ITEM 9. Changesin and Disagreementswith Accountantson Accounting and Financial Disclosure

None.

ITEM 9A. Controlsand Procedures
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, evaluated the effectiveness of our
disclosure controls and procedures as of September 30, 2015. The term “ disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15
(e) under the Exchange Act, means controls and other procedures of acompany that are designed to ensure that information required to be disclosed
by acompany in the reportsthat it files or submits under the Exchange Act isrecorded, processed, summarized and reported, within the time periods
specified in the SEC' s rules and forms. Disclosure controls and proceduresinclude, without limitation, controls and procedures designed to ensure
that information required to be disclosed by acompany in the reportsthat it files or submits under the Exchange Act is accumulated and
communicated to the company’s management, including its principal executive and principal financial officers, as appropriate to allow timely decisions
regarding required disclosure. Based on the evaluation of our disclosure controls and procedures as of September 30, 2015, our Chief Executive
Officer and Chief Financial Officer concluded that, as of such date, our disclosure controls and procedures were effective at the reasonabl e assurance
level.

Management’s Annual Report on I nternal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting as defined in Rule 13a-15(f)
under the Exchange Act. Under the supervision and with the participation of our management, including our Chief Executive Officer and Chief
Financial Officer, we conducted an evaluation of the effectiveness of our internal control over financial reporting as of September 30, 2015 using the
criteriaestablished in Internal Control— ntegrated Framework (2013 framework) issued by the Committee of Sponsoring Organizations of the
Treadway Commission (COSO).

Based on our evaluation under the COSO framework, our management has concluded that our internal control over financial reportingis
effective as of September 30, 2015 to provide reasonabl e assurance regarding the reliability of financial reporting and the preparation of financial
statements for external purposes in accordance with generally accepted accounting principles.

This Annual Report on Form 10-K does not include an attestation report of our registered public accounting firm on our internal control over
financial reporting due to an exemption established by the JOBS Act for “ emerging growth companies.”

Changesin Internal Control over Financial Reporting

Therewas no changein our internal control over financial reporting identified in connection with the evaluation required by Rule 13a-15(d) and
15d-15(d) of the Exchange Act that occurred during the quarter ended September 30, 2015 that has materially affected, or is reasonably likely to
materially affect, our internal control over financial reporting.

Inherent Limitations on Effectiveness of Controls

Our management, including our Chief Executive Officer and Chief Financial Officer, believesthat our disclosure controls and procedures and
internal control over financial reporting are designed to provide reasonabl e assurance of achieving their objectives and are effective at the reasonable
assurance level. However, our management does not expect that our disclosure controls and procedures or our internal control over financial
reporting will prevent all errorsand all fraud. A control system, no matter how well conceived and operated, can provide only reasonable, not
absol ute, assurance that the objectives of the control system are met. Further, the design of a control system must reflect the fact that there are
resource constraints, and the benefits of controls must be considered relative to their costs. Because of the inherent limitationsin all control systems,
no evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, have been detected. These inherent
limitations include the realities that judgments in decision making can be faulty, and that breakdowns can occur because of asimple error or mistake.
Additionally, controls can be circumvented by the individual acts of some persons, by collusion of two or more people or by management override of
the controls. The design of any system of controls also is based in part upon certain assumptions about the likelihood of future events, and there can
be no assurance that any design will succeed in achieving its stated goals under all potential future conditions; over time, controls may become
inadequate because of changesin conditions, or the degree of compliance with policies or procedures may deteriorate. Because of the inherent
limitations in a cost-effective control system, misstatements due to error or fraud may occur and not be detected.

79



ITEM 9B.

None.

Other Information
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PART 11

ITEM 10. Directors, Executive Officersand Cor porate Gover nance
Information about our Executive Officers and our Directorsisincorporated by reference to information contained in the Proxy Statement for the
2016 Annual Meeting of Stockholdersto be filed with the SEC within 120 days of September 30, 2015.

We have adopted a code of business conduct for directors and a code of business conduct for al of our employees, including our executive
officers, and those employees responsible for financial reporting. Both codes of business conduct are available on the investor relations portion of
our website at investor.modeln.com. A copy may also be obtained without charge by contacting Investor Relations, Model N, Inc., 1600 Seaport
Boulevard, Suite 400, Pacific Shores Center, Building 6, Redwood City, CA 94063 or by calling (650) 610-4998.

We plan to post on our website at the address described above any future amendments or waivers of our codes of business conduct.

ITEM 11. Executive Compensation

Theinformation required by thisitem isincorporated by reference to information contained in the Proxy Statement for the 2016 Annual
Meeting of Stockholdersto be filed with the SEC within 120 days of September 30, 2015.

ITEM 12. Security Owner ship of Certain Beneficial Ownersand Management and Related Stockholder Matters

The information required by thisitem isincorporated by reference to information contained in the Proxy Statement for the 2016 Annual
Meeting of Stockholdersto be filed with the SEC within 120 days of September 30, 2015.

ITEM 13. Certain Relationships and Related Transactions, and Director | ndependence

Theinformation required by thisitem isincorporated by reference to information contained in the Proxy Statement for the 2016 Annual
Meeting of Stockholdersto be filed with the SEC within 120 days of September 30, 2015.

ITEM 14. Principal Accountant Feesand Services

Theinformation required by thisitem isincorporated by reference to information contained in the Proxy Statement for the 2016 Annual
Meeting of Stockholdersto be filed with the SEC within 120 days of September 30, 2015.
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PART IV

ITEM 15. Exhibitsand Financial Statement Schedules
(1) Financia Statements
Thefinancial statements are set forth in Item 8 of this Annual Report on Form 10-K.

(2 Financia Statement Schedule
Schedule |l - Valuation and qualifying accounts

Thetable below presents the changes in the allowance for doubtful accountsfor the fiscal years ended September 30, 2015, 2014, and 2013,
respectively.

Additions
Balance at Chargesto Write-offs Balance at
Beginning of Costsand and End of

Description Period Expenses Deductions Period
Allowance for doubtful receivables
For the Y ear Ended September 30, 2015 $ — — — 3 —
For the Y ear Ended September 30, 2014 $ 46 — 46 $ —
For the Y ear Ended September 30, 2013 $ 55 48 57 $ 46
Valuation allowance for deferred tax assets
For the Y ear Ended September 30, 2015 $ 34,685 6,443 — 3 41,128
For the Y ear Ended September 30, 2014 $ 26,895 7,790 — 3 34,685
For the Y ear Ended September 30, 2013 $ 27,515 — 620 $ 26,895
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(3)  Exhibits

The following exhibits are included herein or incorporated herein by reference:

Incorporated by Reference

Filed
Exhibit Number Exhibit Description Form File No. Exhibit Filing Date Herewith

3.1 Amended and Restated Certificate of Incorporation of the Registrant 10-Q 001-35840 31 5/10/2013
3.2 Amended and Restated Bylaws of the Registrant 10-Q 001-35840 32 5/10/2013
4.1 Form of Registrant’s Common Stock certificate S1 333-186668 4.01 3/7/2013

4.2 Amended and Restated Investor Rights Agreement dated December
12, 2003 by and among Registrant and certain of its stockholders S1 333-186668 4.02 2/13/2013

10.1 Form of Indemnity Agreement to be entered into between Registrant
and each of its officers and directors S1 333-186668 10.01 3/12/2013

10.2f 2000 Stock Plan and forms of stock option agreement and stock
option exercise agreement S1 333-186668 10.02 2/13/2013

10.3t 2010 Equity Incentive Plan and forms of stock option agreement and
stock option exercise agreement S1 333-186668 10.03 2/13/2013

10.41 2013 Equity Incentive Plan and forms of stock option agreement and
stock option exercise agreement S1 333-186668 10.04 3/7/2013

10.5t1 2013 Employee Stock Purchase Plan S8 333-187388 99.4 3/20/2013

10.6t Employment offer letter dated April 27, 2014 by and between
Registrant and Mark Tisdel. 10-K 001-35840 106  11/19/2014

10.7t Employment offer |etter dated October 2, 2013 by and between
Registrant and Chris Larsen. 10-K 001-35840 10.7  11/19/2014

10.9t Form of Restricted Stock Unit Agreement 10-K 001-35840 10.12 12/6/2013

10.10 Sublease Agreement by and among Openwave Mohility, Inc.,
Openwave Messaging, Inc. and Registrant dated May 12, 2014 10-Q 001-35840 10.12 8/8/2014

21.1 List of Subsidiaries of Registrant X

23.1 Consent of PricewaterhouseCoopers LL P, independent registered
public accounting firm X

24.1 Power of Attorney (included on the signature page to this report)

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

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

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

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

101.INS XBRL Instance Document
101.SCH XBRL Taxonomy Extension Schema Document
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Incorporated by Reference

Exhibit Number Exhibit Description Form File No. Exhibit Filing Date HeFrIIe(\jvdith
101.CAL XBRL Taxonomy Extension Calculation Linkbase Document X
101.DEF XBRL Taxonomy Extension Definition Linkbase Document X
101.LAB XBRL Taxonomy Extension Label Linkbase Document X
101.PRE XBRL Taxonomy Extension Presentation Linkbase Document X

t Indicates a management contract or compensatory plan.

These exhibits are furnished with this Annual Report on Form 10-K and are not deemed filed with the Securities and Exchange Commission and
are not incorporated by reference in any filing of the Registrant under the Securities Act of 1933 or the Exchange Act of 1934, whether made
before or after the date hereof and irrespective of any general incorporation language in such filings.



SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the Registrant has duly caused this Annual Report

on Form 10-K to be signed on its behalf by the undersigned, thereunto duly authorized, in Redwood City, State of California, on this 20th day of
November 2015.

MODEL N, INC.

By: /s/ MARK TISDEL

Mark Tisdel
Chief Financial Officer
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POWER OF ATTORNEY

KNOW ALL PERSONSBY THESE PRESENTS, that each person whose signature appears below constitutes and appoints Zack Rinat or
Mark Tisdel, or any of them, his attorneys-in-fact, for such person in any and all capacities, to sign any amendmentsto this report and to file the
same, with exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, hereby ratifying and
confirming all that either of said attorneys-in-fact, or substitute or substitutes, may do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the following persons on behalf of
the Registrant and in the capacities and on the dates indicated.

Name Title Date

/sl ZACK RINAT Chairman and Chief Executive Officer November 20, 2015
Zack Rinat (Principal Executive Officer)

/s]  MARK TISDEL Chief Financial Officer November 20, 2015
Mark Tisdel (Principal Financial Officer and Accounting Officer)

Additional Directors:

/sl Mark GARRETT Director November 20, 2015
Mark Garrett
/sl Davio BONNETTE Director November 20, 2015

David Bonnette

/sl CuarLes J. ROBEL Director November 20, 2015
Charles J. Robel

/s/ MARK LESLIE Director November 20, 2015
Mark Ledlie

/sl ALAN HENRICKS Director November 20, 2015

Alan Henricks
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Exhibits

Exhibit
Number

Incorporated by Reference

Exhibit
Description Form

File No.

Exhibit

Filing Date

Filed
Herewith

31

32
41
42

10.1

10.2F

10.3t

10.4t

10.5F
10.61

10.7t

10.9t

10.10

211

231

24.1

311

312

32.1*

Amended and Restated Certificate of Incorporation of
the Registrant 10-Q

Amended and Restated Bylaws of the Registrant 10-Q
Form of Registrant’s Common Stock certificate S1

Amended and Restated I nvestor Rights Agreement
dated December 12, 2003 by and among Registrant and
certain of its stockholders S1

Form of Indemnity Agreement to be entered into
between Registrant and each of its officersand
directors S1

2000 Stock Plan and forms of stock option agreement
and stock option exercise agreement S1

2010 Equity Incentive Plan and forms of stock option
agreement and stock option exercise agreement S1

2013 Equity Incentive Plan and forms of stock option
agreement and stock option exercise agreement S1

2013 Employee Stock Purchase Plan S8

Employment offer letter dated April 27, 2014 by and
between Registrant and Mark Tisdel. 10-K

Employment offer |etter dated October 2, 2013 by and
between Registrant and Chris Larsen. 10-K

Form of Restricted Stock Unit Agreement 10-K

Sublease Agreement by and among Openwave
Mobility, Inc., Openwave Messaging, Inc. and
Registrant dated May 12, 2014 10-Q

List of Subsidiaries of Registrant

Consent of PricewaterhouseCoopers LL P, independent
registered public accounting firm

Power of Attorney (included on the signature page to
thisreport)

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

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

Certification of Chief Executive Officer Pursuant to 18
U.S.C. Section 1350 as Adopted Pursuant to Section
906 of the Sarbanes-Oxley Act of 2002
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001-35840
001-35840
333-186668

333-186668

333-186668

333-186668

333-186668

333-186668
333-187388

001-35840

001-35840

001-35840

001-35840

31
3.2
4.01

4.02

10.01

10.02

10.03

10.04
99.4

10.6

10.7

10.12

10.12

5/10/2013
5/10/2013
3/7/2013

2/13/2013

3/12/2013

2/13/2013

2/13/2013

3/7/2013
3/20/2013

11/19/2014

11/19/2014

12/6/2013

8/8/2014



Exhibit
Number

Incor porated by Reference

Exhibit
Description Form

File No. Exhibit

Filed
Filing Date Herewith

32.2%

101.INS
101.SCH
101.CAL

101.DEF

101.LAB
101.PRE

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

XBRL Instance Document
XBRL Taxonomy Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase
Document

XBRL Taxonomy Extension Definition Linkbase
Document

XBRL Taxonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation
Linkbase Document

t Indicates a management contract or compensatory plan.

* As contemplated by SEC Release No. 33-8212, these exhibits are furnished with this Annual Report on Form 10-K and are not deemed filed with
the Securities and Exchange Commission and are not incorporated by reference in any filing of the Registrant under the Securities Act of 1933
or the Exchange Act of 1934, whether made before or after the date hereof and irrespective of any general incorporation language in such
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Section 2: EX-21.1 (EX-21.1)

Name

SUBSIDIARIES OF MODEL N, INC.

Model N India Software Private Limited
Model N (Switzerland) GmbH / Model N (Switzerland) LLC
Model N UK Limited

(Back To Top)

Section 3: EX-23.1 (EX-23.1)

Jurisdiction of Incorporation

India
Switzerland
United Kingdom

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Exhibit 21.1

Exhibit 23.1

We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (No. 333-187388, 192758 and 200358) of Model N,
Inc. of our report dated November 20, 2015, relating to the consolidated financial statements and financial statement schedules of Model N, Inc.,
which appear in this Form 10-K.

/sl PricewaterhouseCoopers LLP

San Jose, Cdlifornia
November 20, 2015

(Back To Top)



Section 4: EX-31.1 (EX-31.1)

Exhibit 31.1

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

I, Zack Rinat, certify that:
1 | have reviewed this Annual Report on Form 10-K of Model N, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered
by thisreport;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4. Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules13a-15(e) and 15d-15(e)) and internal control over financia reporting (as defined in Exchange Act Rules 13a-15(f) and 150-
15(f)) for the registrant and have:

a Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

C. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

d. Disclosed in thisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.  All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

b.  Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’ sinternal
control over financial reporting.

Date: November 20, 2015

By: /s/ ZAck RINAT
Zack Rinat
Chief Executive Officer
(Principa Executive Officer)

(Back To Top)

Section 5: EX-31.2 (EX-31.2)

Exhibit 31.2

CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Mark Tisdel, certify that:
1. | have reviewed this Annual Report on Form 10-K of Model N, Inc.;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make
the statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered



by this report;

3. Based on my knowledge, the financial statements, and other financial information included in thisreport, fairly present in all material respects
the financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.  Theregistrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and procedures (as defined
in Exchange Act Rules13a-15(e) and 15d-15(€)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-
15(f)) for the registrant and have:

a Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our
supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by
others within those entities, particularly during the period in which this report is being prepared;

b.  Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for
external purposes in accordance with generally accepted accounting principles;

C. Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation;
and

d.  Disclosed in thisreport any changein the registrant’sinternal control over financial reporting that occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably
likely to materially affect, the registrant’sinternal control over financial reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over financial reporting,
to the registrant’ s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

a.  All significant deficiencies and material weaknessesin the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financia information; and

b.  Any fraud, whether or not material, that involves management or other employees who have asignificant role in the registrant’ sinternal
control over financial reporting.

Date: November 20, 2015

By: /s/ MARK TISDEL
Mark Tisdel
Chief Financial Officer
(Principal Financia Officer)

(Back To Top)

Section 6: EX-32.1 (EX-32.1)

Exhibit 32.1

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

I, Zack Rinat, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge, the Annual Report of Model N, Inc. on Form 10-K for the fiscal year ended September 30, 2015 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and the information contained in such Form 10-K fairly presents, in al material respects,
the financial condition and results of operations of Model N, Inc.

Date: November 20, 2015

By: /s/ ZACK RINAT
Zack Rinat
Chief Executive Officer
(Principal Executive Officer)

(Back To Top)

Section 7: EX-32.2 (EX-32.2)



Exhibit 32.2

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

I, Mark Tisdel, certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that, to my
knowledge, the Annual Report of Model N, Inc. on Form 10-K for the fiscal year ended September 30, 2015 fully complies with the requirements of
Section 13(a) or 15(d) of the Securities Exchange Act of 1934 and the information contained in such Form 10-K fairly presents, in al material respects,
the financial condition and results of operations of Model N, Inc.

Date: November 20, 2015

By: /s MARK TISDEL
Mark Tisdel
Chief Financial Officer
(Principal Financial Officer)
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