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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington D.C. 20549

FORM 10-Q

},,QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the quarterly period ended March 31, 2016

OR

.TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the transition period from  to

Commission File Number: 001-33554

PROS HOLDINGS, INC.
(Exact name of registrant as specified in its charter)

Delaware 76-0168604
(State of Incorporation) (I.R.S. Employer Identification No.)

3100 Main Street, Suite 900
Houston TX 77002
(Address of Principal Executive Offices) (Zip Code)
(713) 335-5151

(Registrant's telephone number, including area code)

(Former Name, Former Address and Former Fiscal Year, if changed Since Last Report)

Indicate by check mark whether registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90

days. Yes x No o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files). Yes x No o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of "large accelerated filer," "accelerated filer" and "smaller reporting
company" in Rule 12b-2 of the Exchange Act.

Large Accelerated Filerx Accelerated Filer 0
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Non-Accelerated Filer o (do not check if a smaller reporting company) Smaller Reporting Company o

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes o No x

The number of shares outstanding of the registrant's Common Stock, $0.001 par value, was 30,320,470 as of April 28,
2016.
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, as amended, and Section 21E of the

Securities Exchange Act of 1934, as amended. Forward-looking statements relate to future events or our future

financial performance. These forward-looking statements regarding future events and our future results are based on
current expectations, estimates, forecasts and projections, and the beliefs and assumptions of our management

including, without limitation, our expectations regarding the following: our ability to execute on our revenue strategy
shift to cloud-first, the license and subscription revenues generated by our software products and services; the impact

of our revenue recognition policies; our belief that our current assets, including cash, cash equivalents, short-term
investments, and expected cash flows from operating activities, will be sufficient to fund our operations; our belief

that we will successfully integrate our acquisitions; our anticipated additions to property, plant and equipment; our

belief that our facilities are suitable and adequate to meet our current operating needs; and our belief that we do not

have any material exposure to changes in the fair value of our investment portfolio as a result of changes in foreign
currency exchange rates or interest rates. Words such as, but not limited to, “we expect,” “anticipate,” “target,” “project,”
“believe,” “goals,” “estimate,” “potential,” “predict,” “may,” “might,” “could,” “would,” “intend,” and variations of these type
and similar expressions are intended to identify these forward-looking statements.
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PART I. Financial Information

ITEM 1. INTERIM CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

PROS Holdings, Inc.
Condensed Consolidated Balance Sheets

(In thousands, except share and per share amounts)

(Unaudited)

Assets:

Current assets:

Cash and cash equivalents
Short-term investments

Accounts and unbilled receivables, net of allowance of $490 and $586, respectively

Prepaid and other current assets

Total current assets

Property and equipment, net

Intangibles, net

Goodwill

Other long-term assets

Total assets

Liabilities and Stockholders' Equity:
Current liabilities:

Accounts payable and other liabilities
Accrued liabilities

Accrued payroll and other employee benefits
Deferred revenue

Total current liabilities

Long-term deferred revenue

Convertible debt, net

Other long-term liabilities

Total liabilities

Commitments and contingencies (Note 6)
Stockholders' equity:

Preferred stock, $0.001 par value, 5,000,000 shares authorized; none issued
Common stock, $0.001 par value, 75,000,000 shares authorized; 34,737,801 and 34,156,561
shares issued, respectively; 30,320,216 and 29,738,976 shares outstanding, respectively

Additional paid-in capital

Treasury stock, 4,417,585 common shares, at cost

Accumulated deficit

Accumulated other comprehensive loss
Total stockholders' equity

Total liabilities and stockholders' equity

March 31,

2016

$118,700
34,951
37,985
6,203
197,839
15,278
13,714
20,847
2,705
$250,383

$6,679
5,360
9,847
69,755
91,641
3,621
117,428
938
213,628

35
159,730

December 31,
2015

$ 161,770
2,500
39,115
7,540
210,925
15,777
14,191
20,445
1,873
$263,211

$ 8,273
4,333
13,084
60,664
86,354
4,665
115,860
918
207,797

34
158,674

(13,938 ) (13,938 )
(105,511 ) (85,034 )

(3,561
36,755
$250,383

) (4,322 )

55,414
$263,211

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

4




Edgar Filing: PROS Holdings, Inc. - Form 10-Q

Table of Contents
PROS Holdings, Inc.

Condensed Consolidated Statements of Comprehensive Income (Loss)
(In thousands, except per share data)

(Unaudited)

Three Months Ended

March 31,

2016 2015
Revenue:
License $3,302 $11,192
Services 9,763 9,631
Subscription 8,201 7,300
Total license, services and subscription 21,266 28,123
Maintenance and support 16,662 15,556
Total revenue 37,928 43,679
Cost of revenue:
License 62 50
Services 8,931 8,939
Subscription 3,446 3,075
Total license, services and subscription 12,439 12,064
Maintenance and support 3,272 2,937
Total cost of revenue 15,711 15,001
Gross profit 22,217 28,678
Operating expenses:
Selling and marketing 18,018 18,193
General and administrative 9,041 10,598
Research and development 13,132 11,610
Loss from operations (17,974 ) (11,723 )
Convertible debt interest and amortization (2,287 ) (2,185 )
Other expense, net (58 ) (212 )
Loss before income tax provision (20,319 ) (14,120 )
Income tax provision 158 110
Net loss (20,477 ) (14,230 )
Net loss per share:
Basic $(0.68 ) $(0.48 )
Diluted $(0.68 ) $(0.48 )
Weighted average number of shares:
Basic 30,226 29,375
Diluted 30,226 29,375
Other comprehensive income (loss), net of tax:
Foreign currency translation adjustment 756 (2,556 )
Unrealized gain on available-for-sale securities 5 —
Other comprehensive income (loss), net of tax 761 (2,556 )
Comprehensive loss $(19,716) $(16,786)

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PROS Holdings, Inc.

Condensed Consolidated Statements of Cash Flows
(In thousands)

(Unaudited)

Three Months Ended

March 31,

2016 2015
Operating activities:
Net loss $(20,477 ) $(14,230)
Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization 2,465 2,395
Amortization of debt discount and issuance costs 1,568 1,466
Share-based compensation 5,384 7,745
Deferred income tax, net 27 —
Provision for doubtful accounts (96 ) (154 )
Changes in operating assets and liabilities:
Accounts and unbilled receivables 1,257 13,065
Prepaid expenses and other assets 458 754
Accounts payable and other liabilities 801 1,918 )
Accrued liabilities 1,034 474
Accrued payroll and other employee benefits (3,203 ) (9,304 )
Deferred revenue 8,018 (1,727 )
Net cash used in operating activities 2,764 ) (1,434 )
Investing activities:
Purchases of property and equipment (3,522 ) (1,110 )
Capitalized internal-use software development costs — (118 )
Purchases of short-term investments (34,946 ) (12,487 )
Proceeds from maturities of short-term investments 2,500 —
Net cash used in investing activities (35,968 ) (13,715 )
Financing activities:
Exercise of stock options — 256
Proceeds from employee stock plans 470 382
Tax withholding related to net share settlement of stock awards 4,797 ) 4,319 )
Payments of notes payable (38 ) (107 )
Debt issuance costs related to convertible debt — (408 )
Net cash used in financing activities 4,365 ) (4,196 )
Effect of foreign currency rates on cash 27 (14 )
Net change in cash and cash equivalents (43,070 ) (19,359 )
Cash and cash equivalents:
Beginning of period 161,770 161,019
End of period $118,700 $141,660

The accompanying notes are an integral part of these unaudited condensed consolidated financial statements.
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PROS Holdings, Inc.
Notes to Condensed Consolidated Financial Statements
(Unaudited)

1. Organization and Nature of Operations

PROS Holdings, Inc., a Delaware corporation, through its operating subsidiaries (collectively, the "Company"),
provides enterprise revenue and profit realization software solutions designed to help companies accelerate sales,
formulate winning pricing strategies and align product, demand and availability. The Company's revenue and profit
realization solutions are designed to assist customers in growing revenue, supporting sustained profitability and
modernizing their business processes. The Company provides its solutions to enterprises across a range of industries,
including manufacturing, distribution, services, and travel. The Company offers its solutions via a SaaS delivery
model as well as on a perpetual or term license basis. The Company also provides professional services to implement
its software applications as well as business consulting. In addition, the Company provides product maintenance and
support to its customers through which they receive unspecified upgrades, maintenance releases and bug fixes during
the term of the support period on a when-and-if-available basis.

2. Summary of Significant Accounting Policies

The accompanying unaudited condensed consolidated financial statements reflect the application of significant
accounting policies as described below and elsewhere in these notes to the condensed consolidated financial
statements.

Basis of presentation

The accompanying unaudited condensed consolidated financial statements of the Company have been prepared in
accordance with generally accepted accounting principles in the United States ("GAAP") for interim financial
reporting and applicable quarterly reporting regulations of the Securities and Exchange Commission ("SEC"). In
management's opinion, the accompanying interim unaudited condensed consolidated financial statements include all
adjustments necessary for a fair statement of the financial position of the Company as of March 31, 2016, the results
of operations for the three months ended March 31, 2016 and 2015, and cash flows for the three months ended
March 31, 2016 and 2015.

Certain information and disclosures normally included in the notes to the annual financial statements prepared in
accordance with GAAP have been omitted from these interim unaudited condensed consolidated financial statements
pursuant to the rules and regulations of the SEC. Accordingly, these unaudited condensed consolidated financial
statements should be read in conjunction with the consolidated financial statements in the Company's Annual Report
on Form 10-K for the fiscal year ended December 31, 2015 ("Annual Report") filed with the SEC. The condensed
consolidated balance sheet as of December 31, 2015 was derived from the Company's audited consolidated financial
statements but does not include all disclosures required under GAAP.

Basis of consolidation

The unaudited condensed consolidated financial statements include the accounts of the Company and its subsidiaries.
All intercompany transactions and balances have been eliminated in consolidation. The functional currency of PROS
France SAS, formerly known as Cameleon Software SA ("PROS France") is the Euro. The financial statements of this
subsidiary are translated into U.S. dollars using period-end rates of exchange for assets and liabilities, historical rates
of exchange for equity, and average rates of exchange for the period for revenue and expenses. Translation gains
(losses) are recorded in accumulated other comprehensive loss as a component of stockholders' equity.
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Dollar amounts

The dollar amounts presented in the tabular data within these footnote disclosures are stated in thousands of dollars,
except per share amounts, or as noted within the context of each footnote disclosure.

Use of estimates

The Company makes estimates and assumptions in the preparation of its unaudited condensed consolidated financial
statements, and its estimates and assumptions may affect the reported amounts of assets and liabilities and the
disclosure of contingent assets and liabilities at the date of the unaudited condensed consolidated financial statements,
and the reported amounts of revenue and expenses during the reporting periods. Actual results could differ from those
estimates. The complexity and judgment required in the Company's estimation process, as well as issues related to the
assumptions, risks and uncertainties inherent in the
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application of the percentage-of-completion method of accounting, affect the amounts of revenue, expenses, unbilled
receivables and deferred revenue. Estimates are also used for, but not limited to, receivables, allowance for doubtful
accounts, useful lives of assets, depreciation and amortization, income taxes and deferred tax asset valuation,
valuation of stock options, other current liabilities and accrued liabilities. Numerous internal and external factors can
affect estimates. The critical accounting policies related to the estimates and judgments are discussed in the
Company's Annual Report under management's discussion and analysis of financial condition and results of
operations. There have been no significant changes to the Company's critical accounting policies as described in the
Company's Annual Report.

Revenue recognition

The Company has historically derived its revenue from the licensing and implementation of software solutions and
associated software maintenance and support. More recently, the Company has emphasized its offers SaaS and
cloud-based services that do not require customers to host the Company's solutions in their data centers. The
Company's arrangements with customers typically include: (a) license or SaaS fees paid for the use of software
solutions either in perpetuity or over a specified term and implementation fees for configuration, implementation and
training services and (b) maintenance and support fees related to technical support and software updates. If there is
significant uncertainty about contract completion or collectability is not reasonably assured, revenue is deferred until
the uncertainty is sufficiently resolved or collectability is reasonably assured. In addition, revenue is recognized when
persuasive evidence of an arrangement exists, delivery has occurred and fees are fixed or determinable.

License

The Company derives the majority of its license revenue from the sale of perpetual licenses. For software license
arrangements that do not require significant modification or customization of the underlying software, the Company
recognizes software licenses revenues at contract provided that professional services are not considered essential to
the delivery of the software and when: (1) the Company enters into a legally binding arrangement with a customer for
the license of software; (2) the Company delivers the products; (3) the sale price is fixed or determinable and free of
contingencies or significant uncertainties; and (4) collection is probable. Revenues that are not recognized at the time
of sale because the foregoing conditions are not met, are recognized when those conditions are subsequently met.
The Company evaluates the nature and scope of professional services for each arrangement, and if it determines that
the professional services revenue should not be accounted for separately from license revenue, the license revenue is
recognized together with the professional services revenue using the percentage-of-completion method or completed
contract method. The completed contract method is also used for contracts where there is a risk over final acceptance
by the customer or for contracts that are short-term in nature.

The percentage-of-completion method is measured by the percentage of man-days incurred during the reporting period
as compared to the estimated total man-days necessary for each contract for implementation of the software solutions.
The Company believes that for each such project, man-days expended in proportion to total estimated man-days at
completion represents the most reliable and meaningful measure for determining a project's progress toward
completion. Under the Company's fixed-fee arrangements, should a loss be anticipated on a contract, the full amount
of the loss is recorded when the loss is determinable.

The Company also licenses software solutions under term license agreements that typically include maintenance
during the license term. When maintenance is included for the entire term of the term license, there is no renewal rate
and the Company has not established vendor specific objective evidence ("VSOE") of fair value for the maintenance
on term licenses. For term license agreements, revenue and the associated costs are deferred until the delivery of the
solution and recognized ratably over the remaining license term.

Professional Services
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In determining whether professional services revenue should be accounted for separately from license revenue, the
Company evaluates whether the professional services are considered essential to the functionality of the software
using factors such as: the nature of its software products; whether they are ready for use by the customer upon receipt;
the nature of professional services; the availability of services from other vendors; whether the timing of payments for
license revenue coincides with performance of services; and whether milestones or acceptance criteria exist that affect
the realizability of the software license fee.

If the Company determines that professional services revenue should not be accounted for separately from license
revenue, the license revenue is recognized together with the professional services revenue using the

percentage-of-completion method or

8
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completed contract method. The completed contract method is also used for contracts where there is a risk over final
acceptance by the customer or for contracts that are short-term in nature.

For SaaS or cloud based services arrangements that include professional services, the Company determines whether
the professional services have stand-alone value. If the Company determines the professional services do not have
stand-alone value, the Company treats the transaction as a single element, the professional services revenue is deferred
until the customer commences use of the SaaS or cloud-based services, and the professional services revenue is
recognized over the remaining term of the arrangement.

SaaS or Cloud-Based Services

For arrangements that include SaaS or cloud-based services, the Company allocates the arrangement consideration
between the service and other elements and recognizes the SaaS or cloud-based services fee ratably beginning on the
date the customer commences use of those services and continues through the end of the service term. Any revenue
related to up-front activation or set-up fees are deferred and recognized ratably over the estimated period that the
customer benefits from the related services. Direct and incremental costs related to up-front activation or set-up
activities are capitalized until the date the Company's service is made available and then expensed ratably over the
estimated period that the customer benefits from the related services.

Multiple Element Arrangements

The Company applies the residual method to recognize revenue for the delivered elements in stand-alone software
transactions. Under the residual method, the amount of revenue allocated to delivered elements equals the total
arrangement consideration, less the aggregate fair value of any undelivered elements, typically maintenance, provided
that VSOE of fair value exists for all undelivered elements. VSOE of fair value is based on the price charged when the
element is sold separately or, in the case of maintenance, substantive renewal rates for maintenance.

For multiple element arrangements containing both software and nonsoftware services, the Company must (1)
determine whether and when each element has been delivered; (2) determine fair value of each element using the
selling price hierarchy of VSOE of fair value, third party evidence ("TPE"), or best estimate of selling price ("BESP"),
as applicable; and (3) allocate the total price among the various elements based on the relative selling price method.

For multiple-element arrangements that contain software and nonsoftware elements such as the Company's
cloud-based service solutions, the Company allocates revenue between the software and software related elements as a
group and any nonsoftware elements based on a relative fair value allocation. The Company determines fair value for
each deliverable using the selling price hierarchy described above and utilizes VSOE of fair value if it exists.

In certain instances, the Company may not be able to establish VSOE for all deliverables in an arrangement with
multiple elements. This may be due to infrequently selling each element separately, not pricing solutions or services
within a narrow range, or only having a limited sales history. In addition, third party evidence may not be available.
When the Company is unable to establish selling prices using VSOE or TPE, it uses BESP in the allocation of
arrangement consideration. The objective of BESP is to determine the price at which the Company would transact a
sale if the product or service were sold on a stand-alone basis. For transactions that only include software and
software-related elements, the Company continues to account for such arrangements under the software revenue
recognition standards which require it to establish VSOE of fair value to allocate arrangement consideration to
multiple deliverables.

Maintenance and Support

11
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Maintenance and support revenue includes post-implementation customer support and the right to unspecified
software updates and enhancements on a when and if available basis. The Company recognizes revenue from
maintenance arrangements ratably over the period in which the services are provided.

Revenue that has been recognized, but for which the Company has not invoiced the customer, is recorded as unbilled
receivables. Invoices that have been issued before revenue has been recognized are recorded as deferred revenue in the
accompanying consolidated balance sheets.

Internal-use software

Costs incurred to develop internal-use software during the development stage are capitalized, stated at cost, and
depreciated using the straight-line method over the estimated useful lives of the assets. Development stage costs
generally include salaries and

9
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personnel costs and third-party contractor expenses associated with internal-use software configuration, coding,
installation and testing. For the three months ended March 31, 2016 and 2015, the Company capitalized zero and $0.1
million, respectively, of internal-use software development costs related to cloud-based offerings. Capitalized
internal-use software development costs related to cloud-based offerings are amortized using the straight-line method
over the useful life of the asset. For the three months ended March 31, 2016 and 2015, the Company amortized no
capitalized internal-use software development costs. Capitalized software for internal use is included in property and
equipment, net in the unaudited condensed consolidated balance sheets. Amortization of capitalized internal-use
software development costs, if any, is included in cost of subscription revenues in the accompanying unaudited
condensed consolidated statements of comprehensive income (loss).

Impairment of long-lived assets

Long-lived assets are reviewed for impairment whenever an event or change in circumstances indicates that the
carrying amount of an asset or group of assets may not be recoverable. The impairment review includes comparison of
future cash flows expected to be generated by the asset or group of assets with the associated assets' carrying value. If
the carrying value of the asset or group of assets exceeds its expected future cash flows (undiscounted and without
interest charges), an impairment loss is recognized to the extent that the carrying amount of the asset exceeds its fair
value. The Company recorded no impairment charges during the three months ended March 31, 2016 and 2015.

Noncash share-based compensation

The Company measures all share-based payments to its employees based on the grant date fair value of the awards
and recognizes expenses in the Company's unaudited consolidated statement of comprehensive income (loss) on a
straight-line basis over the periods during which the recipient is required to perform services (generally over the
vesting period of the awards). To date, the Company has granted stock options, Restricted Stock Units ("RSUs"),
stock settled Stock Appreciation Rights ("SARs"), and Market Stock Units ("MSUs"). RSUs include both time-based
awards as well as performance-based awards in which the number of shares that vest upon satisfying certain
conditions from binding customer agreements for the provision of configure, price, and quote ("CPQ") solutions.
MSUs are performance-based awards in which the number of shares that vest are based upon the Company's relative
stockholder return.

The following table presents the number of shares or units outstanding for each award type as of March 31, 2016 and
December 31, 2015, respectively, (in thousands):

March 31, December 31,

Award type 2016 2015
Stock options 829 829
Restricted stock units (time based) 1,752 1,915
Restricted stock units (performance based) — 24
Stock appreciation rights 522 522
Market stock units 464 563

Stock options, time based RSUs and SARs vest ratably between one and four years. The actual number of MSUs that
will be eligible to vest is based on the total stockholder return of the Company relative to the total stockholder return
of the Russell 2000 Index ("Index") over their respective performance periods, as defined by each award's plan
documents. The Company did not grant any stock options or SARs during the three months ended March 31, 2016 and
2015.

The fair value of the RSUs is based on the closing price of the Company's stock on the date of grant.

13
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The Company estimates the fair value of MSUs on the date of grant using a Monte Carlo simulation model. The
determination of fair value of the MSUs is affected by the Company's stock price and a number of assumptions
including the expected volatilities of the Company's stock and the Index, its risk-free interest rate and expected
dividends. The Company's expected volatility at the date of grant was based on the historical volatilities of the
Company and the Index over the performance period.

The weighted average assumptions used to value the MSUs granted during the three months ended March 31, 2016
were as follows:

10
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March 31, 2016

Volatility 44.06%
Risk-free interest rate 1.04%
Expected option life in years 2.93
Dividend yield —

Earnings per share

The Company computes basic earnings (loss) per share by dividing net income (loss) attributable to common
stockholders by the weighted average number of common shares outstanding. Diluted earnings (loss) per share is
computed by dividing net income (loss) attributable to common stockholders by the weighted average number of
common shares and dilutive potential common shares then outstanding. Diluted earnings per share reflect the assumed
conversion of all dilutive securities, using the treasury stock method. Dilutive potential common shares consist of
shares issuable upon the exercise of stock options, shares of unvested restricted stock units, and settlement of stock
appreciation rights. When the Company incurs a net loss, the effect of the Company's outstanding stock options, stock
appreciation rights and restricted stock units are not included in the calculation of diluted earnings (loss) per share as
the effect would be anti-dilutive. Accordingly, basic and diluted net loss per share are identical.

Short-term investments

The Company's investments are available-for-sale commercial paper that are recorded at fair value in the consolidated
balance sheets. Unrealized gains and losses on available-for-sale securities are recorded, net of tax, as a component of
accumulated other comprehensive income (loss), unless impairment is considered to be other-than-temporary.
Other-than-temporary unrealized losses on available-for-sale securities are generally recorded in gain (loss) on
investments, net, in the consolidated statements of comprehensive income (loss) unless certain criteria are met. The
primary factors considered when determining if a charge must be recorded because a decline in the fair value of an
investment is other-than-temporary include whether: (i) the fair value of the investment is significantly below the
Company's cost basis; (ii) the financial condition of the issuer of the security has deteriorated; (iii) if a debt security, it
is probable that the Company will be unable to collect all amounts due according to the contractual terms of the
security; (iv) the decline in fair value has existed for an extended period of time; (v) if a debt security, such security
has been downgraded by a rating agency; and (vi) the Company has the intent and ability to retain the investment for a
period of time sufficient to allow for any anticipated recovery in fair value. Investments with remaining maturities of
twelve months or less are classified as short-term investments since they are readily convertible to cash to fund
short-term operations. Investments with remaining maturities of more than twelve months are classified as long-term
investments. All of the Company's investments had contractual maturities of less than twelve months as of March 31,
2016.

Fair value measurement

The Company's financial assets that are measured at fair value on a recurring basis consisted of $95.3 million and
$127.2 million invested in treasury money market funds at March 31, 2016 and December 31, 2015, respectively. The
fair value of these accounts is determined based on quoted market prices, which represents level 1 in the fair value
hierarchy as defined by Accounting Standard Codification ("ASC") 820, "Fair Value Measurement and Disclosure."

The fair value of the Company's short-term investments which is comprised of available-for-sale commercial paper
was $35.0 million and $2.5 million as of March 31, 2016 and December 31, 2015, respectively. The fair value of these
accounts is determined based on quoted market prices for similar assets in active markets, which represents level 2 in
the fair value hierarchy. The Company recorded an immaterial amount of unrealized gain related to the short-term
investments for the three months ended March 31, 2016 and 2015. Reclassification adjustments for realized gain (loss)
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on available-for-sale securities in net income were immaterial for the three months ended March 31, 2016 and 2015.

Deferred revenue and unbilled receivables

Software license and implementation services that have been performed, but for which the Company has not invoiced
the customer, are recorded as unbilled receivables, and invoices that have been issued before the software license and
implementation, maintenance and subscription services have been performed are recorded as deferred revenue in the
accompanying unaudited condensed consolidated balance sheets.

11
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As of March 31, 2016, the Company had no outstanding borrowings under the Company's $50 million secured Credit
Agreement ("Revolver"), and $0.1 million of unamortized debt issuance costs related to the Revolver is included in
other long-term assets in the condensed consolidated balance sheets. For the three months ended March 31, 2016 and
2015, the Company recorded an immaterial amount of amortization of debt issuance cost which is included in other
expense, net in the unaudited condensed consolidated statements of comprehensive income (loss).

Income taxes

The Company recorded an income tax provision of $0.2 million and $0.1 million for the three months ended

March 31, 2016 and 2015, respectively, primarily related to foreign income taxes and state taxes not based on income.
The effective tax rate for the three months ended March 31, 2016 and 2015 was (1)%. The income tax rates vary from
the federal and state statutory rates primarily due to the valuation allowances on the Company’s deferred tax assets, the
limitation on deductibility of certain officers’ compensation, and foreign and state taxes not based on income. The
Company estimates its annual effective tax rate at the end of each quarterly period. Jurisdictions with a projected loss
for the year where no tax benefit can be recognized due to the valuation allowances on the Company’s deferred tax
assets are excluded from the estimated annual effective tax rate. The impact of such an exclusion could result in a
higher or lower effective tax rate during a particular quarter depending on the mix and timing of actual earnings versus
annual projections.

Recently adopted accounting pronouncements

In April 2015, the Financial Accounting Standards Board ("FASB") issued Accounting Standards Update ("ASU")
2015-03, "Simplifying the Presentations of Debt Issuance Costs", which requires debt issuance cost to be presented in
the balance sheet as a direct deduction from the carrying value of the associated debt liability, consistent with the
presentation of a debt discount. In August 2015, the FASB issued ASU 2015-15, "Presentation and Subsequent
Measurement of Debt Issuance Costs Associated with Line-of-Credit Arrangements", which provides clarification
regarding costs to secure revolving lines of credit, which are, at the outset, not associated with an outstanding
borrowing. ASU 2015-15 provides commentary that the SEC staff would not object to an entity deferring and
presenting costs associated with line-of-credit arrangements as an asset and subsequently amortizing them ratably over
the term of the revolving debt arrangement. These new standards are effective for interim and annual periods
beginning on January 1, 2016, and are required to be retrospectively adopted. The Company adopted these standards
on January 1, 2016. As of December 31, 2015, $0.1 million and $0.4 million of unamortized debt issuance costs
related to the Company’s convertible Senior Notes were reclassified in the condensed consolidated balance sheet from
prepaid and other current assets and other long-term assets, respectively, to convertible debt, net. The Company will
continue to defer and present the debt issuance cost related to its revolving credit facility in other long-term assets and
amortize it ratably over the term of the agreement.

In April 2015, the FASB issued ASU 2015-05, “Intangibles - Goodwill and Other Internal-Use Software”. The
amendments in this update provide guidance to customers about whether a cloud computing arrangement includes a
software license, and if so, how the software license element of the arrangement should be accounted for by the
customer. The new standard will be effective for annual period ending after December 15, 2015, and all reporting
periods thereafter. The Company adopted this standard on January 1, 2016, and there was no impact on the Company's
consolidated financial statements.

Recent accounting pronouncements
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In May 2014, the FASB issued ASU 2014-09, "Revenue from Contracts with Customers (Topic 606)," which
supersedes nearly all existing revenue recognition guidance under GAAP and permits the use of either the
retrospective or cumulative effect transition method. In August 2015, the FASB issued ASU 2015-14, "Revenue from
Contracts with Customers: Deferral of the Effective Date", which deferred the effective date of the new revenue
standard for periods beginning after December 15, 2016 to December 15, 2017, with early adoption permitted but not
earlier than the original effective date. In March 2016, the FASB issued ASU 2016-08, “Revenue from Contracts with
Customers (Topic 606): Principal versus Agent Considerations”, which clarifies the implementation of guidance on
principal versus agent considerations. In April 2016, the FASB issued ASU 2016-10, "Revenue from Contracts with
Customers (Topic 606): Identifying Performance Obligation and Licensing", which clarifies the implementation of
guidance on identifying performance obligations and 