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TRADEMARKS

© Copyright 2016 Cornerstone OnDemand, Inc. All rights reserved. “Cornerstone,” “Cornerstone OnDemand,” the
Cornerstone OnDemand, Inc. logo, “CyberU” and other trademarks or service marks of Cornerstone OnDemand, Inc.
appearing in this Annual Report on Form 10-K are the property of Cornerstone OnDemand, Inc. Trade names,
trademarks and service marks of other companies appearing in this Annual Report on Form 10-K are the property of
their respective holders and should be treated as such.
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PART 1

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking statements are any
statements that look to future events and consist of, among other things, statements regarding our business strategies;
anticipated future operating results and operating expenses; our ability to attract new clients to enter into subscriptions
for our solutions; our ability to service those clients effectively and induce them to renew and upgrade their
deployments of our solutions; our ability to expand our sales organization to address effectively the new industries,
geographies and types of organizations we intend to target; our ability to accurately forecast revenue and appropriately
plan our expenses; market acceptance of enhanced solutions; alternate ways of addressing talent management needs or
new technologies generally by us and our competitors; continued acceptance of SaaS as an effective method for
delivering talent management solutions and other business management solutions; the attraction and retention of
qualified employees and key personnel; our ability to protect and defend our intellectual property; costs associated
with defending intellectual property infringement and other claims; our ability to exploit Big Data to drive increased
demand for our products; events in the markets for our solutions and alternatives to our solutions, as well as in the
United States and global markets generally; future regulatory, judicial and legislative changes in our industry; our
ability to successfully integrate our operations with those of recently acquired companies; and changes in the
competitive environment in our industry and the markets in which we operate. In addition, forward-looking statements
also consist of statements involving trend analyses and statements including such words as “may,” “believe,” “could,”
“anticipate,” “would,” “might,” “plan,” “expect,” and similar expressions or the negative of such terms or other comparable
terminology. These forward-looking statements speak only as of the date of this Annual Report on Form 10-K and are
subject to business and economic risks. As such, our actual results could differ materially from those set forth in the
forward-looking statements as a result of the factors set forth below in Part I, Item 1A, “Risk Factors,” and in our other
reports filed with the Securities and Exchange Commission. We assume no obligation to update the forward-looking
statements to reflect events that occur or circumstances that exist after the date on which they were made.

EEINT3 99 ¢

Item 1. Business

Overview

Cornerstone OnDemand, Inc. was incorporated on May 24, 1999 in the state of Delaware and began its principal
operations in November 1999. Unless the context requires otherwise, the words “Cornerstone,” “we,” “Company,
“our” refer to Cornerstone OnDemand, Inc. and its wholly owned subsidiaries.

Cornerstone is a leading global provider of talent management solutions delivered as Software-as-a-Service (“SaaS”).
Our solutions support the management of the entire employee lifecycle, with a focus on learning and development that
is fundamental to the growth of employees and organizations.

Our Enterprise and Mid-Market solution is a unified cloud-based platform that addresses critical talent needs
throughout the entire employee lifecycle, from recruitment, onboarding, training and collaboration, to performance
management, compensation, succession planning and analytics. The platform is composed of several products,
focused on recruiting, learning management, performance management and analytics. The platform also helps
improve business execution through integrating with an organization’s extended enterprise of clients, vendors and
distributors by delivering training, certification programs and other content. We introduced Cornerstone Edge and
Cornerstone Insights in May 2015 to add flexibility and extensibility to our suite of applications while enabling
clients, collaborators and developers to derive more value out of their talent investments.

We also offer Cornerstone for Salesforce and Cornerstone Growth Edition. Cornerstone for Salesforce is a
cloud-based learning solution developed natively on the Salesforce.com platform. Cornerstone for Salesforce allows
organizations to provide seamless access to sales enablement and just-in-time training embedded within Salesforce.
Cornerstone Growth Edition is a cloud-based learning and talent management solution targeted to organizations with
250 or fewer employees.

Our clients include multi-national corporations, large domestic and foreign-based enterprises, mid-market companies,
public sector organizations, healthcare providers, higher education institutions, and non-profit entities. We sell our
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solutions domestically and internationally through both direct and indirect channels, including direct sales teams
throughout North and South America, Europe, and Asia-Pacific and distributor relationships with payroll companies,
human resource consultancies and global system integrators.
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We have grown our business each of the last 14 years, and since 2002, we have averaged an annual dollar retention
rate of approximately 95%, as described in Item 7, “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” under the heading “Metrics.” Since 2001, our implied monthly recurring revenue from existing
clients has been greater at the end of each year than at the beginning of the year. Our revenue has grown to $339.7
million in 2015 from $263.6 million in 2014 and from $185.1 million in 2013. As of December 31, 2015, 2,595 clients
used our Enterprise and Mid-Market solution to empower more than 23.8 million users across 191 countries in 42
different languages.

The Market

Human capital is both a major asset and expense for all organizations. Based on the U.S. Bureau of Labor Statistics
data as of September 2015, total compensation paid to the United States civilian workforce of approximately

156.9 million people was expected to exceed $10.8 trillion in 2015.

Accordingly, organizations have long sought to optimize their investments in human capital. We believe that
organizations face six major challenges in maximizing the productivity of their internal and external human capital:
Acquiring Talent. Increasingly seeking to fill open positions by recruiting internally and by leveraging the external
networks of their employees, corporate recruiting has evolved from a process that was principally driven by
traditional sources such as inbound resume submissions and job board postings to one that is inherently social in
nature.

Developing Talent. Effectively orienting new hires and training employees throughout their careers to achieve their
full potential, which has become more difficult with the Millennial generation entering the workforce, increasingly
distributed workforces and heightened compliance requirements.

Engaging Employees. Connecting with employees at all levels and locations of the organization to keep them
motivated, which has become more difficult with the rise of globalization and telecommuting.

Improving Business Execution. Ensuring the effective alignment of employee behavior with the organization’s
objectives through goal management and employee assessment and development, as well as by linking compensation
to performance.

Building a Leadership Pipeline. Identifying, preparing and retaining individuals for leadership positions at all levels
and across all parts of the organization, which has become an acute challenge with the growing mobility and turnover
of employees and the impending retirements of the Baby Boomers.

Integrating with the Extended Enterprise of Customers, Vendors and Distributors. Delivering training, certification
programs and resources to the organization’s network of customers, vendors, distributors and other third parties that
constitute the organization’s extended enterprise, which has become more difficult with the rise of outsourcing and
increasing globalization.

Until the advent of software technology in the 1970’s, written tracking systems were the only solution available for
managing human capital. Software-based solutions such as spreadsheet-based tracking systems, custom-built software
applications, third-party human resource information systems and third-party software applications provided by
on-premise software vendors gradually became available. We refer to all of these approaches as hosted or on-premise
solutions.

More recently, SaaS vendors dedicated to providing talent management software have emerged. We believe that just
as organizations are increasingly choosing SaaS solutions for business applications such as sales force management,
they are also increasingly adopting SaaS talent management solutions.

We believe many of the existing solutions suffer from one or more of the following shortcomings:

Narrow Functionality. As they only address specific stages of the employee lifecycle, many solutions lack sufficient
breadth of functionality to maximize employee productivity effectively.

Limited Configurability. Most solutions are rigid and limit the ability of organizations to match their diverse
workflows or to adopt their desired talent management practices.

Difficult to Use. Inputting, updating, analyzing and sharing information is often cumbersome, resulting in low
employee adoption and usage.

Costly to Deploy, Maintain and Upgrade. Hosted or on-premise solutions require significant expense and time to
deploy as well as require ongoing costs associated with I'T support, network infrastructure, maintenance and upgrades.
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Inability to Scale. Many solutions are designed to support the needs of smaller organizations and have difficulty
meeting the complex functional requirements or the sizeable infrastructure demands of larger enterprises.
Given the limitations of existing offerings, we believe there is a market opportunity for comprehensive, unified
solutions that help organizations manage all aspects of their internal and external human capital and link talent

management to their business strategy.
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The Cornerstone OnDemand Answer

Our Enterprise and Mid-Market solution is a comprehensive SaaS suite that consists of product offerings to help
organizations manage their recruiting, onboarding, learning, performance, succession, compensation and enterprise
social collaboration processes.

Our suite includes a number of cross-product tools for talent management analytics and reporting, employee profile
management, and e-learning content aggregation and delivery. We also provide consulting services for configuration,
integration and training for our suite. We believe that our Enterprise and Mid-Market solution delivers the following
benefits:

Comprehensive Functionality. Our suite provides a comprehensive approach to talent management by offering
products to address all stages of the employee lifecycle: recruiting, onboarding, learning, performance, succession,
compensation and enterprise social collaboration processes. Employees use our solutions throughout their careers to
engage in performance processes such as goal management, performance reviews, competency assessments and
compensatory reviews; to complete job-specific and compliance-related training; to evaluate potential career changes,
development plans or succession processes; and to connect with co-workers by leveraging enterprise social
networking tools.

Our clients can manage processes that span different talent management functions because our product offerings are
unified. For example, our clients can automatically identify skill gaps as part of an employee’s performance review,
assign training to address those gaps and monitor the results of that training. Also, clients can identify high potential
employees for future leadership positions and place them in executive development programs.

We believe our comprehensive, unified suite allows our clients to align their talent management processes and
practices with their broader strategic goals.

Flexible and Highly Configurable. Our suite offers substantial configurability that allows our clients to match the use
of our software with most of their specific business processes and workflows. Our clients can configure various
features, functions and work flows in our suite by business unit, division, department, region, location, job position,
pay grade, cost center, or self-defined organizational unit. Our clients are able to adjust features to configure specific
processes, such as performance review workflows or training approvals, to match their existing or desired practices.
This high level of configurability means that custom coding projects generally are not required to meet the diverse
needs of our clients.

Our clients can deploy the product offerings individually or in any combination. As a result, our clients have the
flexibility to purchase solely those products that solve their immediate talent management needs and can
incrementally deploy additional products in the future as their needs evolve.

Easy-to-Use, Personalized User Interface. Our suite employs an intuitive user interface and may be personalized for
the end user, typically based on position, division, pay grade, location, manager and particular use of the solution.
This ease of use limits the need for end-user training, which we believe increases user adoption rates and usage. While
we typically train administrators, most clients do not need training on using our products.

Software-as-a-Service Solution Lowers the Total Cost of Ownership and Speeds Delivery. Our suite is accessible
through a standard web browser and does not require the large investments in implementation time, personnel,
hardware, and consulting that are typical of hosted or on-premise solutions. With a single code base to maintain, we
are able to release improved functionality on a quarterly basis. This is a more rapid pace than most hosted or
on-premise solution providers can afford to deliver.

Scalable to Meet the Needs of Organizations. Our suite has been used by Fortune 100 companies since 2001. While
the complex needs of these global corporations required us to build a solution that can scale to support large,
eweographically-distributed employee bases, our suite is capable of supporting deployments of various sizes. Today we
service 23 multi-national corporations with over 150,000 active users each. Our largest deployment is for over
350,000 users.

Continued Innovation through Collaborative Product Development. We work collaboratively with our clients on an
ongoing basis to develop almost every part of our suite. The vast majority of our thousands of software features were
designed with existing and prospective clients based on their specific functional requests.
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Our Strategy

Our goal is to empower people, organizations, and communities with our comprehensive talent management solutions.
Key elements of our strategy include:

Retain and Expand Business with Existing Clients. We believe our existing installed base of clients offers a
substantial opportunity for growth.

Focus on Client Success, Retention and Growth. We believe focusing on our clients’ success will lead to our own
success. We have developed a Client Success Framework that governs our operational model. Since 2002, we have
had an average annual dollar retention rate of approximately 95%. We strive to maintain our strong retention rates by
continuing to provide our clients with high levels of service and support and increasing functionality.

Sell Additional Products to Existing Clients. We believe there is a significant growth opportunity in selling additional
functionality to our existing clients. Many clients have added functionality subsequent to their initial deployments as
.they recognize the benefits of our unified suite, and as a result, more than half of our clients today utilize the
equivalent of two or more products. Still, we believe significant upsell opportunity remains within our existing client
base. Not only is our goal to sell these clients additional products and services, but we also believe there is an
opportunity to sell many of them additional products within our unified suite.

Strengthen Current Sales Channels. We intend to increase our investments in both direct and indirect sales channels to
acquire new clients.

Invest in Direct Sales in North America. We believe that the market for talent management is large and remains
significantly underpenetrated. As a result, we plan to continue to grow both our enterprise and mid-market direct sales
teams.

Expand and Strengthen Our Alliances. We intend to grow our distribution channels through key business alliances,
including agreements with global vendors such as Aon Hewitt, Appirio, Inc., Automatic Data Processing, Inc.,
Deloitte Consulting LLP, The Educe Group, Ellucian Company L.P., Kronos, Inc., Tribridge, Workday, Inc., and
Xerox Corporation, as well as the continued expansion of our regional relationships with distributors like CDP Group,
Limited (China), eLearning99 (China), ISQ eLearning (Portugal), Kalleo Learning (South Africa), Logica plc
(Europe), Neoris de Mexico, S.A. de C.V. (Mexico), Neospheres SAS (France), Sage Software, Inc. (North America),
T2 Optimise PTY Ltd. (Asia Pacific), Talentech (Israel) and Xchanging HR Services Limited (United Kingdom).
Significantly Grow Our International Operation. We believe a substantial opportunity exists to continue to grow sales
of our solutions internationally. We intend to grow our Europe, Middle-East and Africa, or EMEA, and Asia-Pacific
operations, which provide for direct sales, alliances, services and support in the regions. We have grown our EMEA
client base from one client at December 31, 2007 to 409 clients at December 31, 2015 and our Asia-Pacific client base
from two clients at December 31, 2009 to 119 clients at December 31, 2015.

Continue to Innovate and Extend Our Technological Leadership. We believe we have developed over the last decade a
deep understanding of the talent management challenges our clients face. We continually collaborate with our clients
to build extensive functionality that addresses their specific needs and requests. We plan to continue to leverage our
expertise in talent management and client relationships to develop new products, features and functionality which will
enhance our solutions and expand our addressable market.

Make Cornerstone Built to Last. Our growth strategy since inception has been deliberate, disciplined and focused on
long-term success. This has allowed us to weather periods of economic turmoil and significant changes in the markets
we serve without undergoing layoffs or business contraction. We plan to take the same systematic approach in the
future.

Acquisitions. In November 2014 we acquired Evolv Inc., or Evolv, a San Francisco based workforce planning and
predictive analytics platform provider. We feel the acquisition has accelerated our big data initiative by accelerating
the roadmap for workforce planning and predictive analytics. In addition, we believe the acquisition adds a team with
deep machine learning and big data analytics expertise to our portfolio of talented professionals which is expected to
create synergies and continue to strengthen our core talent management solution.
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Evolv’s platform helps organizations utilize relevant internal and external data to objectively evaluate the skills, work
experience and personalities of their employees and job candidates. The acquisition of Evolv is expected to expand
our clients’ ability to make intelligent workforce decisions by providing:
Machine Learning Platform Technology. Evolv applies sophisticated predictive models and algorithms to large sets of
data for extracting insights from the noise, identifying patterns and uncovering the true drivers of workforce
performance.
Data Science. Evolv’s team of data scientists has applied several state-of-the-art statistical methodologies and
econometric techniques to improve the predictive capabilities of its solutions.

Big Data Infrastructure. Evolv has built highly scalable big data analytics leveraging modern Hadoop, HBase

and Hive Big Data technologies to process and analyze massive data sets.
In the future, we may seek to acquire or invest in additional businesses, products or technologies that we believe will
complement or expand our solutions, enhance our technical capabilities or otherwise offer growth opportunities.
Our Solutions
Our Enterprise and Mid-Market solution is a comprehensive talent management suite that our clients use to find,
develop, connect, evaluate and engage their human capital. We built this suite using a single code base and a
multi-tenant, multi-user architecture that we host in our data centers. The suite consists of a collection of product
offerings to help organizations manage key phases of the employee life cycle from recruitment, onboarding, training,
and collaboration, to performance management, compensation, succession planning, and a product to manage training
for their external networks of partners, suppliers, resellers, distributors and customers. To complement our product
suite, we offer a number of cross-product tools for analytics and reporting, employee profile management and
e-learning content aggregation.
Our Product Offerings
Cornerstone Recruiting. Our recruiting product offering supports the modern ways that businesses source, recruit and
hire new employees. The recruiting product offering is fully integrated with our existing talent management suite. It
was built using Cornerstone's pure-cloud, multi-tenant architecture, leveraging a common platform, workflow engine,
and reporting and administration model. This architecture provides clients with faster deployments, greater flexibility
to adapt and change the application without cost or risk, and a seamless user experience across all Cornerstone
applications. Clients can use the recruiting product offering to:
manage job requisitions;
post jobs across both traditional job boards and social networks;
ereate internal career centers and external career sites;
manage and enhance employee referral programs;
tdentify existing employee connections with candidates;
quickly assess candidate skills and competencies;
collaborate with hiring managers and employees throughout the screening process;
search and compare internal and external candidates; and
build ongoing talent pools.
Cornerstone Onboarding. Our onboarding product offering delivers the resources, connections and tools at critical
points across the employee lifecycle. The onboarding product offering complements the recruiting product offering to
reduce administrative burden and promote collaboration between employees, managers, HR and across departments.
Clients can use the onboarding product offering to:
provide self-service portals where new hires can learn about the company and access critical information;
administer new hire forms from one centralized location;
track the entire onboarding process with the ability to set goals and reminders in order to accelerate time to
productivity;
engage new hires by establishing virtual communities and connecting new hires with their colleagues; and
accommodate transitions across the full employee lifecycle.

9
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Cornerstone Learning. Our learning product offering helps clients deliver and manage enterprise training and
development programs. It links employee development to other parts of the talent management lifecycle, including
performance management and succession planning. The learning product offering supports all forms of training,
including instructor-led training, e-learning and virtual classroom sessions. We have made tens of thousands of online
training titles from dozens of global e-learning providers accessible through the learning product offering to help
clients reduce overall training expense and cost-effectively migrate to blended learning curricula of online and
instructor-led training. Clients can use the learning product offering to:

manage local and global compliance programs, including the tracking of any recurring or non-recurring license,
designation, certification, or other compliance-related training and continuing education requirements;

access thousands of e-learning classes from our existing off-the-shelf content providers;

ereate, publish and deliver the client’s own proprietary training content with our authoring tools;

automate the administration of instructor-led training sessions, and launch and track virtual classrooms through
integrations with third-party tools such as Cisco Webex and Microsoft LiveMeeting;

deliver sophisticated curricula that can include multiple sequenced parts, multiple types of training and enforcement
of pre-requisites and follow-up assignments;

report on costs, participation levels and evaluations of development programs through permission-based dashboards,
standard reports and custom reports; and

enable enterprise social collaboration through rich user profiles as well as the ability to participate in discussions, send
messages, contribute to corporate wikis, author blogs, subscribe to information feeds and download audio and
videocasts.

Cornerstone Performance. Our performance product offering allows clients to direct and measure performance at the
individual, departmental and organizational levels through ongoing competency management, organizational goal
setting, performance appraisal, and development planning. Performance data can also be used by the learning product
offering to set training priorities and to make informed workforce planning decisions. Clients can use the performance
product offering to:

cascade, track and report goals across the organization to improve business execution and proactively manage
organizational objectives;

identify competency and skill gaps within an organization through manager and peer assessments, using either the
client’s own proprietary models or third-party competency models;

automate the annual and interim review process, benefit from a configurable workflow engine to design review
questions and steps, automatically include the reviewee’s individual goals and competencies, provide managers with a
comment assistant and calibrate review scores;

allow managers to work with employees to develop personalized development plans or dynamically create
individualized development plans based on competency gaps; and

view dashboards or generate reports and meaningful data on every phase of the performance management cycle.
Cornerstone Succession. Our succession product offering allows clients to proactively plan for organizational change.
The succession product offering serves both the employee looking for career advancement and the executive team
planning for the future. Clients can use the succession product offering to:

make informed decisions about succession planning, potential organizational changes and retention of high-potential
employees at all hierarchical levels;

develop succession plans that prepare employees for future roles and map development paths;

create interactive organizational charts that can reflect the current hierarchy of the organization and model for
potential changes within the hierarchy; and

allow managers to visualize their organization in a grid to see performance and potential information.

Cornerstone Compensation. Our compensation product offering allows clients to reward their employees for hard
work in direct relation to performance. The compensation product offering enables clients to make more informed
decisions about the allocation of base pay, bonus and equity awards. Clients can use the compensation product
offering to:
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develop a pay-for-performance culture, aligning compensation allocation decisions with actual employee performance
and goal achievement;

coordinate all types of compensation programs, including salaries, merit increases, market adjustments and lump sum
payments;

build and administer various incentive programs;

10
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pull key data around compensation adjustment guidelines; and
make informed compensation decisions by combing organizational data, performance data and compensation models.
Cornerstone Extended Enterprise. Our extended enterprise product offering helps clients extend talent management to
their customers, vendors, and distributors. The extended enterprise product offering enables clients to develop new
profit centers, increase sales, cut support costs and boost channel productivity. Clients can use the extended enterprise
product offering to:
administer for-profit training programs to their own customers more effectively, providing them with a delivery tool,
an automated registration system and e-commerce capabilities;
improve strategic partner enablement with better training, online best practice centers and more readily-available
information on products and services;
increase customer engagement through social collaboration, virtual communities, educational programs and the
enablement of customer-driven product innovation initiatives;
manage distributor certification programs; and
deliver training and targeted information to members of trade associations or other member-based organizations.
Cornerstone for Salesforce. Our Cornerstone for Salesforce product is a learning solution developed natively on the
Salesforce.com platform. The Cornerstone for Salesforce product allows organizations to improve sales performance
by providing access to just-in-time training embedded within Salesforce. Clients can use the Cornerstone for
Salesforce product offering to:
deliver just-in-time training and onboarding programs for sales and service teams, partners and customers with target
specific content based on opportunity records;
certify sales and partner knowledge while ensuring compliance standards are met with Salesforce’s configurable
dashboard reporting for sales leadership; and

assist sales leadership in identifying top performing reps and those in need of training development through a

comprehensive view of a company’s sales organization.
Cross-Product Tools
Our Enterprise and Mid-Market solution has a number of capabilities that cross each of our unified product offerings.
These include:
Analytics, Reporting, and Dashboards. Our Enterprise and Mid-Market solution employs a proprietary reporting
engine. In addition to approximately 145 included standard reports, this solution includes a custom reporting tool that
allows clients to create highly specific reports. This solution also includes dashboard technology to present graphical
views of complex data.
Talent Profiles. Managers can access integrated Talent Profiles to review key employee data in several locations
across our Enterprise and Mid-Market solution. Talent Profiles function as employee identification cards, detailing
user record information, performance ratings, succession management data, enterprise social collaboration activity
and informal manager comments. These profiles are available throughout this solution where quick access to
information is desired, including in performance reviews, organizational charts, succession plans, compensation plans
and user record editing.
E-Learning Content Aggregation. We have entered into relationships with many off-the-shelf e-learning content
vendors. This enables us to provide access to tens of thousands of e-learning classes for distribution across our
Enterprise and Mid-Market solution. E-learning, like other forms of training, can be delivered in conjunction with
development plans, competency assessments, succession planning scenarios, talent pools and career path exploration.
Cornerstone Mobile. Cornerstone Mobile allows clients to access some of the products and features of our Enterprise
and Mid-Market talent management suite from their mobile device. Key capabilities of Cornerstone Mobile include
enabling clients to view employee profiles, search the employee directory, and access just-in-time video training.
Consulting Services
We offer comprehensive services to our clients to assist in the successful implementation of our solutions and to
optimize our clients’ use of our solutions during the terms of their engagements. Our consulting services are offered at
fixed fees or on a time-and-material basis.
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With our SaaS model, we have eliminated the need for lengthy and complex technology integrations, such as
customizing software code, deploying equipment or maintaining unique delivery models or hardware infrastructure
for individual clients. As a result, we typically deploy our Enterprise and Mid-Market solution in significantly less
time than required for similar deployments of hosted or on-premise software. Our consulting services include:
Implementation Services. We deploy our Enterprise and Mid-Market solution to clients through a documented process
of discovery, design, and configuration. Most enterprise implementations require services for systems integration,
data loading, and software configuration, as well as support with change management. For mid-market clients, this
solution can be implemented in a matter of weeks. For enterprise clients, implementation typically takes three to four
months.

Integration Services. We provide a range of services and self-service tools to load data into a client’s portal and to
integrate our Enterprise and Mid-Market solution with our client’s existing systems. Integration services include data
feeds to and from HR information systems and enterprise resource planning systems, single sign on, historical data
loads and integration of proprietary content.

Content Services. We offer e-learning content consulting services, including training needs analysis, content selection
and curriculum design. In addition, we help clients manage their e-learning vendors, and we maintain an aggregated
library of third-party online training classes in support of our clients.

Business Consulting Services. We provide business consulting services for existing and prospective clients, such as
business process mapping, guidance on industry best practices and project management services. We expect to add
additional business consulting services in the future based on client demand.

Educational Services. We provide product training to our clients during implementations and on an ongoing basis. We
offer multiple forms of training, including custom classroom training, virtual instructor-led training, and asynchronous
online training. Our training covers all aspects of administering and managing our Enterprise and Mid-Market
solution. In addition, our Educational Services team offers live coaching and custom content development support for
clients.

Account Services

We are dedicated to the success of our clients. We have developed a Client Success Framework which governs our
operational model, the structure of our Account Services team and the types of services necessary at each stage of a
client’s lifecycle.

Within this framework, we have developed the following roles with primary responsibility to our clients at various
levels of their organizations:

Account Managers who interact with executive-level sponsors and human resources executives at a client and are
focused on the overall relationship, sales to existing clients and client business concerns;

Client Success Managers who work directly with executive-level sponsors and human resources executives at our
clients to maximize the value of their investment in our Enterprise and Mid-Market solution; and

Product Specialists who interact with client administrators and are focused on features and functions of our Enterprise
and Mid-Market solution.

We believe this lifecycle-driven approach to client support and client success has contributed directly to our high
client retention rate and high rankings for client satisfaction in independent research studies.

We offer support in multiple languages, at multiple levels, and through multiple channels, including global support
coverage available 24 hours a day, seven days a week. We use our own enterprise social collaboration product to
provide our clients and distributors with a virtual community to collaborate on product design, release management
and best practices.

We monitor client satisfaction internally as part of formalized programs and at regular intervals during the client
lifecycle, including during the transition from sales to implementation, at the completion of a consulting project and
daily based on interactions with the Account Services team.
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Our Customers

As of December 31, 2015, 2,595 clients used our Enterprise and Mid-Market solution with approximately 23.8 million
registered users across 191 countries and 42 languages. Our clients represent a variety of different industries,
including automotive, business services, education and publishing, financial services, food and restaurants, healthcare,
insurance, media and communications, non-profits, pharmaceuticals, public sector, retail, technology, and travel. No
single client accounted for 10% or more of our total revenue in 2015, 2014, or 2013. Some of our significant clients
across a variety of different industries who have agreed to be named include:

Automotive

BMW AG

Jaguar Land Rover Automotive plc

PSA Peugeot Citroén

Business Services

Advantage Solutions

Deutsche Post AG

ID Logistics Group SA

Education & Publishing

Los Angeles Unified School District

Ohio State University

University of Rochester

Financial Services

BNP Paribas

Commonwealth Bank

Deutsche Bank

Food & Restaurants

Darden Restaurants, Inc.

Fomento Economico Mexicano SAB de CV

Wendy’s International, LLC

Healthcare

Dignity Health

Res-Care, Inc.

McKesson Corporation

Insurance

American International Group, Inc.

AXA

RSA Insurance Group plc

Media & Communications

CSC Holdings LLC

Millicom International Cellular S.A.

Virgin Media Limited

Non-Profits

American Red Cross

Teach for America, Inc.

United Nations High Commissioner for Refugees

Pharmaceuticals

Novartis International AG

Sanofi S.A.

F. Hoffmann-La Roche AG

Public Sector

State of North Carolina
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U.S. Department of Commerce
U.S. Department of the Treasury
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Retail

Grupo Bimbo, S.A.B. de C.V.

Inter IKEA Systems B.V.

Unilever

Technology

Flextronics International

Hitachi, Ltd.

Royal Philips Electronics

Travel

MGM Resorts International

Princess Cruise Lines, Ltd.

Starwood Hotels & Resorts Worldwide Inc.

Technology, Operations and Development

Technology

Our Enterprise and Mid-Market solution is designed with an on-demand architecture which our clients access via a
standard web browser. Our Enterprise and Mid-Market solution uses a single code base, with all of our clients running
on the current version of our software. From time to time, we may maintain a marginally divergent version for a
strategic client for a limited period of time, solely for our convenience. Our Enterprise and Mid-Market solution has
been specifically built to deliver:

a consistent, intuitive end-user experience to limit the need for product training and to encourage high levels of
end-user adoption and engagement;

modularity and flexibility, by allowing our clients to activate and implement virtually any combination of the features
we offer;

high levels of configurability to enable our clients to mimic their existing business processes, workflows, and
organizational hierarchies within our suite;

web services to facilitate the importing and exporting of data to and from other client systems, such as enterprise
resource planning and human resource information system platforms;

scalability to match the needs of the largest global enterprises and to meet future client growth; and

rigorous security standards and high levels of system performance and availability demanded by our clients.

Our Enterprise and Mid-Market solution offers a localized user interface and currency conversion capabilities. It is
currently available in the following languages: Arabic, Bahasa (Malaysia), Bulgarian, Chinese Simplified, Chinese
Traditional (Hong Kong), Croatian, Czech, Danish, Dutch, English (Australia), English (UK), English (US), Estonian,
Finnish, French (Canada), French (France), German, Greek, Hebrew, Hungarian, Indonesian, Italian, Japanese,
Korean, Latvian, Lithuanian, Norwegian, Polish, Portuguese (Brazil), Portuguese (Portugal), Romanian, Russian,
Serbian, Slovakian, Slovenian, Spanish (Latin America), Spanish (Spain), Swedish, Thai, Turkish, Ukrainian and
Vietnamese.

Our Enterprise and Mid-Market solution is deployed using a multi-tenant and multi-user architecture, which provides
our enterprise clients with their own database. We employ a modularized architecture to balance the load of clients on
separate sub-environments, as well as to provide a flexible method for scalability without impacting other parts of the
current environment. This architecture allows us to provide the high levels of uptime required by our clients. Our
existing infrastructure has been designed with sufficient capacity to meet our current and estimated near term future
needs.

Security is of paramount importance to us due to the sensitive nature of employee data. We have designed our
Enterprise and Mid-Market solution to meet certain rigorous industry security standards and to help assure clients that
their sensitive data is protected across the system. We ensure high levels of security by segregating each client’s data
from the data of other clients and by enforcing a consistent approach to roles and rights within the system. These
restrictions limit system access to only those individuals authorized by our clients. We also employ multiple standard
technologies, protocols and processes to monitor, test and certify the security of our infrastructure continuously,
including automated scans, periodic security audits and penetration tests conducted by our clients and commissioned
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We are standardized on Microsoft .NET technologies and write the majority of our software in industry-standard
software programming languages, such as C#. We use Web 2.0 technologies, such as AJAX, extensively to enhance
the usability, performance, and overall user experience of our Enterprise and Mid-Market solution. Microsoft SQL
Server is deployed for our relational database management system. Apart from these and other third-party
components, our entire Enterprise and Mid-Market solution has been specifically built and upgraded by our in-house
development team.

Operations

We physically host our Enterprise and Mid-Market solution for our clients in two secure third-party data center
facilities, one located in El Segundo, California and the other located near London, United Kingdom. Both facilities
are leased from Equinix, Inc. These facilities provide physical security, including manned security 365 days a year, 24
hours a day, seven days a week, biometric access controls and systems security, redundant power and environmental
controls. We lease space for disaster recovery purposes from Equinix in Virginia and from TelecityGroup in
Manchester, United Kingdom.

Our infrastructure includes firewalls, switches, routers, load balancers, and IDS/IPS from Palo Alto Networks, Cisco
Systems and other widely commercially available vendors to provide the networking infrastructure and high levels of
security for the environment. We use industry standard blade and rack-mounted servers to run our Enterprise and
Mid-Market solution and Akamai Technologies’ Global Network of Edge Servers for content caching. We use solid
state storage and other storage technologies from leading vendors SanDisk, Pure Storage and HP.

Research and Development

The responsibilities of our research and development organization include product management, product development
and quality assurance. Our research and development organization is located primarily in our Santa Monica,
California headquarters. Our development methodology, in combination with our SaaS delivery model, allows us to
release new and enhanced software features on a regular and predictable basis, currently quarterly. We follow a
well-defined communications protocol to support our clients with release management. We patch our software on a
bi-weekly basis. Based on feedback from our clients and prospects and pursuant to our own innovation, we
continuously develop new functionality while enhancing and maintaining our existing product offerings. We do not
need to maintain multiple engineering teams to support different versions of the code because all of our clients are
running on the current version of our product offerings.

Our research and development expenses were $41.0 million in 2015, $30.6 million in 2014 and $21.3 million in 2013.
Sales and Marketing

Sales

We sell our software and services both directly through our sales force, and indirectly through our domestic and
international network of distributors. We currently service clients in a wide range of industries, including, among
others business services, financial services, healthcare, insurance, manufacturing, retail, and high technology. We have
a number of direct sales teams organized by market segment, industry and geography, which are as follows:

Strategic Accounts. We have a strategic accounts sales team focused on sales to some of the top 150 largest
multi-national corporations.

Enterprise. Our enterprise sales team sells to large enterprises with 5,000 or more employees. This team is composed
primarily of experienced solution sales executives, with an average tenure of over 20 years in sales.

Nationals. Our nationals sales team sells to organizations with between 1,000 and 4,999 employees. This team is
composed primarily of experienced sales individuals, with an average tenure of over 15 years in sales.

Majors. Our majors sales team sells to organizations with between 251 and 999 employees. This team is composed
primarily of experienced sales individuals, with an average tenure of 15 years in sales.

Growth Edition. Our Cornerstone Growth Edition sales team is targeted to clients with 250 or fewer employees.
Public Sector. Our public sector sales team targets federal, state and local government, as well as K-12 and higher
education institutions.

Healthcare. Our healthcare sales team targets healthcare providers such as hospitals, healthcare equipment and
services, pharmaceuticals, biotechnology and related life science organizations.
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EMEA. We have both enterprise and mid-market sales professionals based in core European markets. This team is
composed primarily of experienced sales individuals, with an average tenure of over 15 years in sales.

:APAC. We have enterprise sales professionals based in core Asia-Pacific markets including Australia, China, India,
and Japan.
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LATAM. We have enterprise sales professionals based in core Latin and South America markets including Mexico
and Brazil.

Our direct sales team is supported by product specialists who provide technical and product expertise to facilitate the
sales process. Our sales enablement professionals provide on-boarding and ongoing professional development for the
sales professionals to increase their effectiveness at selling in the field. We also maintain a separate team of account
managers responsible for renewals and up-sales to existing clients, as described above.

Marketing

We manage global demand generation programs, develop sales pipelines and enhance brand awareness through our
marketing initiatives. Our marketing programs target HR executives, technology professionals and senior business
leaders. Our principal marketing initiatives include:

Demand Generation. Our demand generation activities include lead generation through email and direct mail
tampaigns, participation in industry events, securing event speaking opportunities, online marketing and search
marketing.

Corporate Marketing. We market to our clients by leveraging product marketing, client success stories, thought
leadership content, and brand awareness advertising campaigns. Additionally, we host regional client user group
meetings and we also co-market with our strategic distributors, including joint press announcements and demand
generation activities.

Marketing Communications. We undertake media relations, corporate communications, industry analyst relations
activities and social media outreach.

Strategic Relationships

We have entered into alliance agreements in order to expand our capabilities and geographic presence and provide our
clients with access to specific types of content. We have entered into relationships with various third party consulting
firms, such as Aon Hewitt, Appirio Inc., Bluewater Learning Inc., The Educe Group and Tribridge to assist in the
successful implementation of our solutions and to optimize our clients’ use of our solutions during the terms of their
engagements. We utilize these firms to assist in delivery of implementation and integration services amongst other
consulting services. As our business grows, we expect to continue to utilize increasing amounts of these services.
Outsourcing and Distribution Relationships

We have developed a network of outsourcing, distribution, and referral relationships to expand our reach and provide
product and services sales through indirect channels. These include agreements with global vendors such as Aon
Hewitt, Appirio Inc., Automatic Data Processing, Inc., Ellucian Company L.P., and Xerox Corporation as well as
regional distributors such as BSI Tecnologia in Brazil, CDP Group, Limited in China, eLearning99 in China, ISQ
eLearning in Portugal, Kalleo Learning in South A