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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

(Mark One)

x  Quarterly report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
For the Quarterly Period Ended April 30, 2015

Transition report pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934
Commission File No. 001-35205

ENVIVIO, INC.

(Exact name of registrant as specified in its charter)

Delaware 3663 94-3353255
(State or other jurisdiction of (Primary Standard Industrial (LR.S. Employer
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incorporation or organization) Classification Code Number) Identification Number)
535 Mission Street, 27th Floor

San Francisco, CA 94105
(415) 510-3400

(Address, including zip code, and telephone number, including area code, of registrant s principal executive
offices)

Indicate by check mark whether the 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 ~

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 during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such

files). Yes x No ~

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. (Check one):

Large accelerated filer ~ Accelerated filer

Non-accelerated filer ~ (Do not check if a smaller reporting company) Smaller reporting company x
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x

The number of shares of the registrant s Common Stock, $.001 par value, outstanding on June 1, 2015 was 27,720,941.
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PART I
FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS
ENVIVIO, INC. AND SUBSIDIARIES
Condensed Consolidated Balance Sheets

(UNAUDITED)

Assets

Current assets:

Cash and cash equivalents

Accounts receivable, net of allowance for doubtful accounts
Inventory

Prepaid expenses and other assets

Deferred inventory costs

Total current assets
Property and equipment, net
Restricted cash

Other non-current assets

Total assets

Liabilities and stockholders equity
Current liabilities:

Accounts payable

Accrued compensation

Accrued liabilities

Deferred revenue, current

Total current liabilities

Deferred revenue, net of current portion
Other non-current liabilities

Deferred rent

Total liabilities

Stockholders equity:
Preferred stock

Table of Contents

April 30,
2015

$ 32,756
8,799

153

4,082

125

45,915
4,248
329
176

$ 50,668

$ 4,110
4,629
2,125
5,436

16,300
858
1,359
736

19,253

$

January 31,
2015
(in thousands)

37,790
8,780
171
3,655
86

50,482
3,590
329
202

54,603

5,480
5,070
3,296
5,999

19,845
711
1,562
498

22,616
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Common stock 28
Additional paid-in capital 156,885
Accumulated other comprehensive loss (1,133)
Accumulated deficit (124,365)
Total stockholders equity 31,415
Total liabilities and stockholders equity $ 50,668

See notes to condensed consolidated financial statements.
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ENVIVIO, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations

(UNAUDITED)

Three Months Ended April 30,
(in thousands, except for share and per share amounts)

2015 2014
Revenue:
Product $ 6,719 $ 6,111
Professional services and support 2,794 2,303
Total revenue 9,513 8,414
Cost of revenue:
Product 1,693 2,051
Professional services and support 579 643
Total cost of revenue 2,272 2,694
Gross profit 7,241 5,720
Operating expenses:
Research and development 1,904 2,500
Sales and marketing 3,938 5,068
General and administrative 2,245 2,680
Total operating expenses 8,087 10,248
Loss from operations (846) (4,528)
Interest income, net 6 2
Other expense, net (79) (32)
Loss before benefit for income taxes (919) (4,558)
Income tax benefit (120) (28)
Net loss $ (799) $ (4,530)
Net loss per share of common stock, basic and diluted $ (0.03) $ (0.17)
Shares used in computing net loss per share of common stock,
basic and diluted 27,716,948 27,141,757

See notes to condensed consolidated financial statements.
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ENVIVIO, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Comprehensive Loss

(UNAUDITED)
Three Months Ended April 30,
(in thousands)
2015 2014

Net loss $ (799 $ (4,530)
Other comprehensive loss:
Foreign currency translation adjustment 54) (64)
Other comprehensive loss: 54) (64)
Total comprehensive loss $ (853) $ (4,594)

See notes to condensed consolidated financial statements.
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ENVIVIO, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows

(UNAUDITED)

Three Months Ended April 30,
2015 2014
(in thousands)
CASH FLOWS FROM OPERATING ACTIVITIES:

Net loss $ (799) $ (4,530)
Adjustments to reconcile net loss to net cash used in operating activities:

Depreciation and amortization 574 656

Stock-based compensation 280 613

Bad debt expense 14

Loss on disposal of fixed assets 21 (10)
Changes in operating assets and liabilities:

Accounts receivable (19) 1,599

Inventory 18 (19)
Prepaid expenses and other current assets (426) (873)
Deferred inventory costs 39) 6

Other non-current assets 25 27
Accounts payable, accrued liabilities and accrued compensation (3,686) 665

Deferred revenue (415) (787)
Other non-current liabilities and deferred rent 67 152

Net cash used in operating activities (4,399) (2,541)
CASH FLOWS FROM INVESTING ACTIVITIES:

Capital expenditures (549) (830)
Net cash used in investing activities (549) (830)

CASH FLOWS FROM FINANCING ACTIVITIES:

Proceeds from stock options exercised 2 62
Repayment of French governmental research grant 34) (66)
Net cash used in financing activities (32) )]
Effect of exchange rate changes on cash and cash equivalents 54) (64)
NET DECREASE IN CASH AND CASH EQUIVALENTS (5,034) (3,439)
CASH AND CASH EQUIVALENTS - Beginning of period 37,790 47,873
CASH AND CASH EQUIVALENTS - End of period $ 32,756  $ 44,434
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SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Interest paid $ 1

Taxes paid $ 13

NON-CASH INVESTING AND FINANCING ACTIVITIES:
Capital expenditures not paid in quarter $ 704

See notes to condensed consolidated financial statements.
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ENVIVIO, INC. AND SUBSIDIARIES
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
1. Organization, Basis of Presentation and Summary of Significant Accounting Policies

Envivio, Inc. (the Company ) was incorporated in the state of Delaware on January 5, 2000. The Company is a leading
provider of IP video processing and distribution solutions to mobile and broadband service providers, cable multiple
system operators, direct broadcast satellite service providers and content providers, which includes broadcasters and
content publishers, owners, aggregators and licensees. The Company is headquartered in San Francisco, California

and maintains operations in North America, Europe (including research and development operations in France) and

the Asia Pacific region.

Basis of Presentation

The Company s unaudited consolidated financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America ( U.S. GAAP ) and applicable rules and regulations of the
Securities and Exchange Commission ( SEC ) regarding interim financial reporting. Certain information and note
disclosures normally included in financial statements in accordance with U.S. GAAP have been condensed or omitted
pursuant to such rules and regulations. The accompanying unaudited consolidated financial statements include the
accounts of the Company and its wholly-owned subsidiaries. All intercompany accounts and transactions have been
eliminated in consolidation. The January 31, 2015 condensed consolidated balance sheet was derived from audited
financial statements. This Quarterly Report on Form 10-Q should be read in conjunction with the Company s audited
consolidated financial statements and notes thereto contained in the Company s annual report on Form 10-K which
was filed with the Securities and Exchange Commission on April 23, 2015 ( 2015 Form 10-K ). The interim results
presented herein are not necessarily indicative of the results of operations that may be expected for the full fiscal year
ending January 31, 2016, or any other future period.

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. On an on-going basis, the Company evaluates its estimates, including those related to
revenue recognition, allowances for doubtful accounts, valuation of deferred inventory costs, useful lives of property
and equipment, valuation of deferred tax assets, valuation of equity and liability instruments, the French government
research tax credit and stock-based compensation. The Company bases its estimates on historical experience and on
various other assumptions that are believed to be reasonable under the circumstances, the results of which form the
basis for making judgments of the carrying values of assets and liabilities. Actual results could differ materially from
these estimates.

Significant Accounting Policies
The Company s significant accounting policies are described in Note 1 of its audited consolidated financial statements

included in its 2015 Form 10-K. There have been no material changes to these significant accounting policies during
the three months ended April 30, 2015.
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Recent Accounting Pronouncements

In April, 2014, the FASB issued Accounting Standards Update ( ASU ) 2014-08, Presentation of Financial Statements
(Topic 205) and Property, Plant, and Equipment (Topic 360): Reporting Discontinued Operations and Disclosures of
Disposals of Components of an Entity. This guidance raises the threshold for a disposal to qualify as a discontinued
operation and requires new disclosures of both discontinued operations and certain other disposals that do not meet the
definition of a discontinued operation. The guidance became effective for the Company beginning in the first quarter

of the fiscal year ended January 31, 2016. The adoption of ASU 2014-08 did not have a material impact on its

financial position, results of operations or cash flows.

In May 2014, he FASB issued ASU 2014-09 regarding the Accounting Standards Codification ( ASC ) Topic 606

Revenue from Contracts with Customers. This ASU provides principles for recognizing revenue for the transfer of
promised goods or services to customers with the consideration to which the entity expects to be entitled in exchange
for those goods or services. This ASU will be effective for the Company s fiscal year beginning February 1, 2017.
Early adoption is not permitted. In April 2015, the FASB announced a proposal to defer the effective date by one year,
with early adoption on the original effective date permitted. The Company has not yet selected a transition method and
it is currently evaluating the effect that the updated standard will have on its consolidated financial statements and
related disclosures.
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On November 2014, the FASB issued ASU 2014-16, Derivatives and Hedging (Topic 815) Determining Whether the
Host Contract in a Hybrid Financial Instrument Issued in the Form of a Share is More Akin to Debt or to Equity. ASU
2014-16 was issued to clarify how current U.S. GAAP should be interpreted in evaluating the economic

characteristics and risk of a host contract in a hybrid financial instrument that is issued in the form of a share. In
addition, ASU 2014-16 was issued to clarify that in evaluating the nature of a host contract, an entity should assess the
substance of the relevant terms and features (that is, the relative strength of the debt-like or equity-like terms and
features given the facts and circumstances) when considering how to weight those terms and features. ASU 2014-16 is
effective with fiscal years beginning after December 15, 2015. Early adoption in an interim period is permitted. The
Company does not expect the adoption of ASU 2014-16 to have a material impact on its financial position, results of
operations or cash flows.

In February 2015, the FASB issued ASU 2015-02, Consolidation (Topic 810) Amendments to the Consolidation
Analysis, intended to improve targeted areas of consolidation guidance for all entities. ASU 2015-02 is effective with
fiscal years beginning after December 15, 2015. Early adoption in an interim period is permitted. The Company is
currently evaluating the impact of the adoption of ASU 2015-02 on its consolidated financial statements.

In April, 2015, the FASB issued ASU 2015-05, Intangibles-Goodwill and Other-Internal-Use Software (Subtopic
350-40) - Customer s Accounting for Fees Paid in a Cloud Computing Arrangement . ASU 2015-05 amends ASC
350-40 to provide customers with guidance on whether a cloud computing arrangement contains a software license to
be accounted for as internal-use software. ASU No. 2015-05 is effective in the fiscal year beginning after

December 15, 2015. Early adoption in an interim period is permitted. The Company does not expect the adoption of
ASU 2015-05 to have a material impact on its financial position, results of operations or cash flows.

2. Balance Sheet Items

Accounts receivable, net of allowance for doubtful accounts, consists of the following (in thousands):

April 30, 2015 January 31, 2015
Accounts receivable

Accounts receivable, gross $ 10,838 $ 10,819
Allowance for doubtful accounts (2,039) (2,039)
Accounts receivable, net $ 8,799 $ 8,780

Prepaid expenses and other current assets are comprised of the following (in thousands):

April 30, 2015 January 31, 2015

Foreign tax credits refundable $ 2,620 $ 2,190
Prepaid expenses 1,462 1,465
Prepaid expenses and other current assets $ 4,082 $ 3,655

Property and equipment, net, consist of the following (in thousands):

Table of Contents 13
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April 30, 2015 January 31, 2015

Computer and equipment $ 9,256 $ 10,452
Software 1,231 1,435
Furniture and fixtures 1,774 1,881
Leasehold improvements 949 263
Less: accumulated depreciation and

amortization (8,962) (10,441)
Property and equipment, net $ 4,248 $ 3,590

Total depreciation and amortization expense was $574,000 and $656,000 during the three months ended April 30,
2015 and 2014, respectively. During the three months ended April 30, 2015, we disposed of fully depreciated assets
with an original cost of $1.5 million.
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3. Fair Value of Financial Instruments

The fair value of the Company s financial assets measured on a recurring basis is as follows (in thousands):

April 30,2015 January 31, 2015
Level 1 Level 2 Level 3 Total Level 1 Level 2 Level3 Total
Assets:
Money market funds (included in
cash and cash equivalents) $30,467 $ $ $30,467 $34,152  $ $ $34,152

4. Line of Credit and Other Non-Current Liabilities
The Company did not have any debt outstanding as of April 30, 2015 and January 31, 2015.
Line of Credit

In November 2010, the Company entered into a revolving line of credit with a commercial lender that allowed for
draws of up to $5.0 million for general corporate purposes. Amounts borrowed were to be repaid prior to the maturity
date in November 2012.

On July 31, 2012, the Company amended its revolving line of credit agreement with a commercial lender to increase
the amount available from up to $5.0 million to $10.0 million for general corporate purposes and extend the maturity
date to July 2014. Under the terms of this amendment, interest accrues at a floating per annum rate equal to the greater
of either (x) the prime rate plus 0.75% or (y) 4.00% and the Company is required to pay commitment fees of $25,000
per year. The Company did not draw down any outstanding amount on this line of credit and the line of credit expired
in July 2014 and has not been renewed.

In October 2014, the Company entered into an irrevocable standby letter of credit relating to the new San Francisco
office lease. The standby letter of credit protects the lessor by ensuring the full and faithful performance by the
Company of all its obligations and for all losses and damages the lessor may suffer as a result of any breach or default
by the Company under the lease. The letter of credit is for $329,000, payable in the City of San Francisco, California
and provides for a right to transfer the letter of credit to another party, person or entity as well as requires the
Company to replenish any amounts drawn down by the lessor pursuant to its rights under the lease agreement. The
letter of credit is secured by a $329,000 deposit, which is classified as restricted cash on the balance sheet as of

April 30, 2015 and January 31, 2015.

Other Non-current Liabilities

The Company receives repayable research grants from regional French governmental agencies to fund research and
development activities. The French governmental research grants payable included in accrued liabilites were $91,000
and $125,000 as of April 30, 2015 and January 31, 2015, respectively. Long-term tax liabilities, included in other
non-current liabilities, were $1.4 million and $1.5 million as of April 30, 2015 and January 31, 2015.

5. Commitments and Contingencies

Operating Leases
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The Company leases facilities under operating leases expiring at various dates through 2023. As of April 30, 2015,
future minimum payments under the Company s non-cancellable leases are as follows (in thousands):

Year ending January 31, Future Lease payments
2016 (remaining nine months) $ 802
2017 995
2018 948
2019 895
2020 841
Thereafter 1,873
Total $ 6,354

In October 2014, the Company entered into a ninety-seven month operating lease agreement on approximately 4,600
square feet for a new office in San Francisco, California. The lease commencement date was March 23, 2015 and the
average monthly rent is $27,000. The total future minimum payments of $2.6 million under this operating lease
agreement are included in the above table.

In addition, the Company exercised its early termination right for its prior office lease in South San Francisco,
California. In connection with this early termination exercise, the Company paid a $20,000 early termination fee
during the three months ended October 31, 2014 and also paid two times the monthly rent of $20,000 each month
from January 2015 to March 2015 for the continued occupancy of the old office in South San Francisco.
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Rental expense totaled $215,000 and $291,000 during the three months ended April 30, 2015 and 2014, respectively.
Litigation Matters

On October 5, 2012 a complaint captioned Wiley v. Envivio, Inc., et al. CIV-517185 was filed in the Superior Court
of California, County of San Mateo, naming as defendants the Company, each of its directors, its chief executive
officer, its chief financial officer, and certain underwriters of its IPO. The lawsuit purports to be a class action on
behalf of purchasers of shares issued in the IPO and generally alleges that the registration statement for the IPO
contained materially false or misleading statements. The complaint purports to assert claims under the Securities Act
of 1933, as amended, and seeks unspecified damages and other relief. On October 19, 2012 a similar complaint
captioned Toth v. Envivio, Inc. et al. CIV-517481 was filed in the same court. On November 2, 2012 defendants
removed the cases to the United States District Court for the Northern District of California where they were assigned
case numbers 12-cv-05637-CRB and 12-cv- 05636-CW. A similar complaint was filed in the United States District
Court for the Northern District of California on December 20, 2012 entitled Thomas v. Envivio, Inc., et al. C
12-06464. The Wiley and Toth actions were subsequently remanded to the San Mateo Superior Court, where they are
now pending, and the Thomas case was voluntarily dismissed without prejudice. On February 28, 2014, a complaint
was filed in the United States District Court for the Northern District of California entitled Gary Silverberg v. Envivio,
Inc. et al., Civil No. 14-cv-00933-PJH. The complaint purports to be on behalf of a class of purchasers of the
Company s securities between April 25, 2012 and September 7, 2012. It names as defendants the Company and the
Company s chief executive officer and chief financial officer, and seeks unspecified damages and other relief for
alleged violations of Sections 10(b) and 20(a) of the Securities Exchange Act of 1934. On June 25, 2014, the
Silverberg case was voluntarily dismissed without prejudice. In November 2014, the Company and the named
defendants reached an agreement in principle to settle the above-described actions without any admission of any
wrongdoing by the Company or any of the named defendants. The parties subsequently entered into a formal
settlement agreement, which must be approved by the court before becoming final. The agreement required the
Company to contribute approximately $1.0 million toward the settlement. On March 16, 2015, the Company funded
into an escrow account its portion of the settlement of approximately $1.0 million, and the remaining settlement
payment will be covered by the Company s director and officer insurance providers. The settlement payment will be
released from escrow subject to and upon final court approval of the settlement.

The Company is subject to claims and assessments from time to time in the ordinary course of business. The
Company is not currently a party to any other litigation matters that, individually or in the aggregate, are expected to
have a material adverse effect on the Company s business, financial condition or results of operations.

Indemnification

The Company may in the ordinary course of business agree to defend and indemnify some customers against legal
claims that the Company s products infringe on certain U.S. patents or copyrights. To date, the Company has not been
required to make any payments resulting from any such infringement, and no amounts have been accrued for such
matters. Certain of the Company s employment agreements with its officers, arrangements with members of the board
of directors and the Company s Restated Certificate of Incorporation and Bylaws, also include indemnification
provisions. As a result, the Company intends to indemnify its directors and officers in connection with being named as
defendants in the purported class action [PO-related litigation and other related lawsuits. In addition, pursuant to the
terms of the Company s underwriting agreement with the representatives of the several underwriters of the Company s
initial public offering, the Company may be required to indemnify the underwriters for certain matters, subject to the
terms and conditions contained in the underwriting agreement and applicable law. As a result, the Company is
indemnifying the underwriters for their expenses incurred in connection with being named as defendants in the
purported class action IPO-related litigation. The Company expenses such costs in the period in which such costs are
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incurred. The terms of the Company s indemnification obligations may vary.
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6. Stockholders Equity
Common Stock

Shares of common stock authorized, issued and outstanding, as of April 24, 2015 and January 31, 2015 consist of
the following:

April 30, 2015 January 31, 2015
Issued and Issued and
Authorized  Outstanding  Authorized  Outstanding
Common stock 100,000,000 27,720,097 100,000,000 27,714,092

Shares of common stock reserved for issuance on an as-if converted basis are as follows as of April 30, 2015 and
January 31, 2015:

April 30,2015  January 31, 2015

Exercise and vesting of stock-based awards 4,048,456 3,929,199
Available for option grants 2,474,070 1,409,021
Exercise of common stock warrants 36,000 36,000

Total shares of common stock reserved for
issuance 6,558,526 5,374,220

Common Stock Warrants

Immediately prior to the closing of the IPO on April 24, 2012, an outstanding warrant to purchase 36,000 shares of
convertible preferred stock was converted into a warrant to purchase 36,000 shares of common stock on a one-to-one
basis. Upon the conversion of the underlying convertible preferred stock, the Company remeasured the related warrant
liability to fair value with the remaining amounts being reclassified to additional paid-in capital. Common stock
warrants have an exercise price of $12.50 per share and expire in June 2015.

7. Stock Option Plan
Stock Option Plans

The Company adopted its stock option plan in 2000 (the 2000 Plan ). Under the 2000 Plan, as amended, the Company

was able to grant options to purchase up to 1,181,689 shares of common stock to certain employees, directors and
consultants. Under the terms of the 2000 Plan, the Company may grant incentive stock options ( ISO ), non-statutory

stock options ( NSO ), common stock purchase agreements ( CSPA ) and stock purchase rights ( SPR ). Such awards are
exercisable at prices generally equal to the fair value of the Company s common stock at the date of grant, as

determined by the board of directors. Awards granted under the 2000 Plan generally vest over four years with a

six-month cliff period and may be exercised for a period of up to ten years. Vested options generally expire 30 days

after termination of employment. In December 2010, the board of directors approved a decrease in the number of

shares of common stock reserved for issuance under the 2000 Plan to 644,366 shares. No shares were available for

future grant under the 2000 Plan due to the adoption of the 2010 stock incentive plan described below.
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The Company adopted the 2010 stock incentive plan (the 2010 Plan ) in June 2010. The 2010 Plan provides that only
employees are eligible for the grant of ISOs and that employees, consultants and outside directors are eligible for the
grant of NSOs. The 2010 Plan also allows for the grant of SPRs and restricted stock units ( RSU ). Awards granted
under the 2010 Plan also generally vest over four years with a six-month cliff period and may be exercised for a

period of up to ten years. Vested options generally expire three months after termination of employment. No shares
were available for future grant under the 2010 Plan due to the adoption of the 2012 stock incentive plan as more fully
described below.

The Company adopted the 2012 stock incentive plan (the 2012 Plan ) in June 2011, as amended in April 2012. The
2012 Plan provides that only employees are eligible for the grant of ISOs and that employees, consultants and outside
directors are eligible for the grant of NSOs. The 2012 Plan also allows for the grant of SPRs, RSUs and other types of
equity awards. Awards granted under the 2012 Plan also generally vest over four years with a twelve-month cliff
period and may be exercised for a period of up to ten years. In general, the vesting of awards granted under the 2012
Plan accelerates as to 25% of the then remaining unvested portion of the awards upon a change in control of the
Company. Vested options generally expire three months after termination of employment. Shares of common stock
reserved for issuance under the 2012 Plan consist of 2,474,070 and 1,409,021 shares as of April 30, 2015 and

January 31, 2015, respectively. In addition, up to 1,750,614 shares subject to outstanding awards under the 2000 Plan
or 2010 Plan that are subsequently forfeited or terminated for any reason before being exercised will be made
available for issuance under the 2012 Plan. The number of shares that have been authorized for issuance under the
2012 Plan will be automatically increased on the first day of each fiscal year beginning in fiscal 2014 and ending in
fiscal 2023, in an amount equal to the least of (i) 2,000,000 shares, (ii) 4% of the outstanding shares of the Company s
common stock on the last day of the immediately preceding fiscal year, or (iii) another amount determined by the
Company s board of directors.
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At the beginning of fiscal 2016, the board of directors ratified an automatic annual increase in the number of shares
authorized for issuance under the 2012 Plan based on 4% of the outstanding shares of the Company s common stock
on the last day of fiscal year 2015, or 1,190,311 shares. These shares were registered under the Securities Act of 1933
on Securities and Exchange Commission Form S-8 filed on April 23, 2015.

The following table summarizes the stock-based award activity for the 2000 Plan, 2010 Plan and the 2012 Plan during
the three months ended April 30, 2015:

Stock
Options Weighted- Average Aggregate
Shares and Average  Remaining Intrinsic

Available SPRs Exercise Contractual Life = Value

For Grant  Outstanding Price (in years) (in thousands)
January 31, 2015 1,409,021 3,586,791 $ 1.89 7.2 $ 1,565
Additional options authorized 1,190,311
Options granted (194,207) 194,207 1.37
Options expired and forfeited 25,104 (25,104) 2.48
RSUs expired 43,841
SPRs exercised (3,005) 0.30
Options exercised (2,000) 0.30
April 30, 2015 2,474,070 3,750,889 1.86 7.1 $ 2,371
Vested and expected to vest - April 30,
2015 3,597,524 1.85 7.1 $ 2,358
Vested - April 30, 2015 2,214,876 1.58 5.9 $ 2,253

Stock Purchase Rights and Common Stock Purchase Agreements

The Company grants SPRs to its French employees and in limited past instances, CSPAs to service providers in the
U.S. The SPRs and CSPAs provide the holder with a note equal to the aggregate exercise price of the related options,
therefore, allowing the holder to legally exercise the related options at the time of issuance in consideration of the
notes. Generally, the SPRs and CSPAs are subject to a vesting period of four years with the Company retaining the
right to repurchase unvested shares at the aggregate exercise price of the underlying options. In the event that a
holder s status as an employee ceases for any reason, the notes and the related options are cancelled. As of April 30,
2015, there were 389,474 shares subject to repurchase under the provisions of the SPRs and 97,464 shares were
subject to repurchase under the provisions of the CSPAs.

The notes receivable issued to employees in conjunction with the SPRs and CSPAs are secured by the underlying
shares and carry interest rates ranging from 2.1% to 5.9%. While the note terms indicate that they are full recourse, the
Company has not pursued recourse in instances when a note receivable balance exceeds the fair value of the shares at
the date of repurchase, and accordingly, the exercises of the SPRs and CSPAs have been considered non-substantive.
Notes receivable relating to the SPRs and CSPAs are not recorded on the consolidated balance sheet due to the
non-substantive exercise consideration. Accordingly, the SPRs and CSPAs have been accounted for as stock options
and are included within the outstanding stock options as of each year end.
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Restricted Stock Units

The Company grants RSUs to employees, executives and directors of the Company. As of April 30, 2015 the
Company had 297,567 RSUs outstanding.

Of the total RSUs outstanding, 171,807 are subject to service, market and performance-based vesting terms that
include the requirement that the Company s stock price exceed specified milestones relative to the Company s stock
price following the initial public offering and, in some cases, are subject to acceleration under certain circumstances,
including a change in control. The Company uses a modified binary option pricing model (European call option) to
establish the expected value of these RSUs.

12
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During the three months ended April 30, 2015, the Company recorded $8,000 of stock-based compensation related to
RSUs with service, market and performance-based vesting. During the three months ended April 30, 2015, the
Company recorded $39,000 of stock-based compensation related to RSUs with only service-based vesting.

A summary of the Company s RSU activity for the three months ended April 30, 2015 is presented below:

Weighted
Average

RSUs Grant Date

Outstanding Fair Value

January 31, 2015 342,408 $ 5.97
Released (1,000) 1.45
Forfeited (43,841) 6.11
April 30, 2015 297,567 $ 6.45

Stock-based Compensation

Total stock-based compensation expense during the three months ended April 30, 2015 and 2014 are recognized in the
consolidated statements of operations as follows (in thousands):

Three Months Ended April 30,

2015 2014
Cost of revenue $ 10 $ 7
Research and development 10 35
Sales and marketing 49 82
General and administrative 211 489
Total stock-based compensation $ 280 $ o613

The weighted average assumptions used to estimate the fair value of the Company s employee stock options at the
grant dates during the three months ended April 30, 2015 and 2014 were as follows:

Three Months Ended April 30,

2015 2014
Expected term (in years) 6.25 6.25
Volatility 75% 71%
Risk-free interest rate 1.75% 2.00%
Expected dividend 0% 0%

As of April 30, 2015, total compensation cost not yet recognized for unvested stock option grants and unvested stock
awards were $1.6 million and $71,000 respectively, which are expected to be recognized over the following 3.0 years
and 0.8 years based on the weighted average vesting term, respectively.
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8. Net Loss per Share

The following table sets forth the computation of the Company s basic and diluted net loss per share during the three
months ended April 30, 2015 and 2014 (in thousands, except for share and per share amounts):

Three Months ended April 30,

2015 2014
Numerator:
Net loss $ (799) $ (4,530)
Denominator:
Shares used in computing net loss per share
attributable to common stockholders, basic and
diluted 27,716,948 27,141,757
Net loss per share attributable to common
stockholders, basic and diluted $ (0.03) $ (0.17)

The following outstanding shares of common stock equivalents were excluded from the computation of diluted net
loss per share of common stock for the periods presented because including them would have been anti-dilutive:

Three Months Ended April 30,

2015 2014
Stock options to purchase common stock 3,263,951 3,061,528
Shares purchased with notes (SPRs and CSPAs) 486,938 489,943
Common stock warrants 36,000 36,000
Restricted stock units 297,567 357,026
Total 4,084,456 3,944,497

9. Income Taxes

The Company is subject to taxation in the U.S. and various state and foreign jurisdictions. The Company records
liabilities for income tax contingencies based on our best estimate of the underlying exposures. The Company remains
open for audit by the United States Internal Revenue Service and state tax authorities since inception. The Company
remains open for audit by the French tax authorities for the years 2007 through 2009 and 2013 through 2015. Most
other foreign jurisdictions have statute of limitations that range from three to six years. The Company is not currently
under examination by income tax authorities in federal, state or other foreign jurisdictions.

The Company s effective tax rate is a blended rate resulting from the composition of taxable income in the various
global jurisdictions in which it conducts business. The Company records a full valuation allowance against its deferred
tax assets in the jurisdictions where there is insufficient certainty surrounding the realization of deferred tax assets
through future taxable income. For the three months ended April 30, 2015 and 2014, the Company recorded an
income tax benefit of $120,000 and $28,000, respectively. The income tax benefit for the three months ended

April 30, 2015 is primarily the result of the release during the first quarter of fiscal 2016 of a $277,000 reserve for an
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uncertain tax position related to the Company s France entity due to the lapse in statute of limitations for the tax year
2012, partially offset by various foreign and state and local income taxes. The income tax benefit for the three months
ended April 30, 2014 was comprised of the release during the first quarter of fiscal 2015 of a $165,000 reserve for an

uncertain tax position related to the Company s France entity due to the lapse in statute of limitations for the tax year
2011, partially offset by various foreign and state and local income taxes.

In compliance with applicable guidance for accounting for uncertainty in income taxes, the company had gross
unrecognized tax benefits, which included provisions for estimated interest and penalties, of approximately $1.5
million as of April 30, 2015, and approximately $1.4 million as of April 30, 2014. If all of the April 30, 2015
unrecognized tax benefits were recognized, $1.3 million would impact the provision for income taxes, with the
remainder resulting in adjustments to other tax accounts, primarily deferred taxes. The Company believes that it is
reasonably possible that approximately $324,000 of its currently remaining unrecognized tax benefits may be
recognized within the 12 months beginning April 30, 2015, as a result of a lapse of the statute of limitations.

The Company recognizes interest and possible penalties related to uncertain tax positions in income tax expense.

14
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10. Segment Information

The Company s solutions enable customers to deliver video services over broadcast, cable, internet, mobile and
satellite networks. Operating segments are defined as components of an enterprise that engage in business activities
for which separate financial information is available and evaluated by the chief operating decision maker in deciding
how to allocate resources and assessing performance. The Company s chief operating decision maker is its chief
executive officer. The chief executive officer reviews financial information presented on a consolidated basis for
purposes of allocating resources and evaluating financial performance. The Company has one business activity and
there are no segment managers who are held accountable for operations, operating results beyond revenue goals or
gross margins, or plans for levels or components below the consolidated unit level. Accordingly, the Company has a
single reporting segment.

The Company s revenue by geographic region, based on the location at which each sale originates, is summarized as
follows (in thousands):

Three Months Ended April 30,

2015 2014
Americas $ 5,744 $ 2,966
Asia Pacific 1,897 2,415
EMEA 1,872 3,033
Total $ 9,513 ) 8,414

Included within the Americas total in the above table is revenue from sales originating in the U.S. of $5.6 million and
$2.6 million during the three months ended April 30, 2015 and 2014, respectively. No other country accounted for
more than 10% of the Company s total revenue.

The Company s property and equipment, net, by geographic region is summarized as follows (in thousands):

April 30, 2015 January 31, 2015

Americas $ 2,748 $ 2,021
France 1,488 1,557
United Kingdom 3 4
Asia Pacific 9 8
Total $ 4,248 $ 3,590

All assets included within the Americas region in the above table are in the United States.

Customers representing 10% or greater of total revenue for the periods presented were as follows (in percentages):

Three Months Ended April 30,

Table of Contents 27



Edgar Filing: ENVIVIO INC - Form 10-Q

2015 2014
Comcast Cable 45% 29%
Time Warner Cable 12% *
Huawei Technologies < 10%

* Less than 10%
Customers representing 10% or greater of total accounts receivable, gross for the periods presented were as follows (in
percentages):

April 30, 2015 January 31, 2015

Comcast Cable 35% 19%
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ITEM 2. MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATIONS

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and related notes included elsewhere in this Quarterly Report
on Form 10-Q. This discussion contains forward-looking statements that involve risks and uncertainties. Our actual
results could differ materially from those discussed below. Factors that could cause or contribute to such differences
include, but are not limited to, those identified below and elsewhere in this Quarterly Report on Form 10-Q, including
those discussed in  Risk Factors.

Overview

We are a leading provider of software-based IP video processing and distribution solutions that enable the delivery of
high-quality video to consumers. Based on our unique video compression and advanced IP video networking
technologies, our solutions are designed to enable service providers and content providers to offer high-quality video
anytime, anywhere across a broad array of video formats, networks, consumer devices and operating systems. Our
software-based solutions run on industry-standard hardware and includes encoders, transcoders, network media
processors, all controlled through our network management system.

We were founded in January 2000 by a small group of talented software and electrical engineers from France
Telecom. Since our inception, we have been focused on developing a software-based architecture for processing and
distributing IP video to video-enabled devices at the highest video quality possible. At that time, our software-based
approach was a novel strategy for addressing video processing and distribution as most existing technologies
processed and distributed video by designing hardware products for the transfer of video over a fixed format to
standard TVs. These hardware products generally focused on improving quality of video, but did not attempt to
address multiple formats or the challenges created by multiple devices and different networks. Because of our
founding team s software expertise and the challenge of delivering video to mobile devices, which utilizes multiple
formats and has multiple delivery requirements, our solution was designed from the beginning to provide a flexible
solution that could adapt quickly and cost-effectively to the rapidly changing landscape of technologies, formats and
capabilities of mobile devices.

While attempting to address the challenges of processing and distributing video across a rapidly changing landscape
of formats, networks, devices and operating systems, we have maintained our focus on improving the quality of the
video delivered by our solution. We originally focused on developing technologies supported by the MPEG-4
standard, which is an industry standard for a group of audio and video coding formats and related technology that is
capable of providing the highest quality video in the marketplace today. When we initially developed this technology,
the standard in the marketplace was MPEG-2, a previous similar standard available since 1992. Throughout our
history, we believe we have made valuable contributions to the ISO/IEC Moving Picture Experts Group, or MPEG,
including having several of our employees sit on the governing standards body and by contributing several
technologies to the video community that fostered the development of MPEG-4 as an industry standard. We believe
these contributions demonstrate our innovation and thought leadership in the video processing and distribution
industry.

Our software-based approach to developing a flexible solution while delivering high-quality video has led to the
development of several key products throughout our history. In 2001, we completed our first product based on the
MPEG-4 standard. In 2002, we developed our first MPEG-4 webcasting system, which allowed us to address the
enterprise market. In 2004, our first H.264 live transmission over satellite was successful, which allowed us to address
the needs of satellite providers looking to deliver low bitrate video over satellite. In 2007, we developed our first all
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IP-based headend, an innovative and cost-reducing design for consumer video distribution, and our first AVS encoder,
which allowed us to address the expanding video services market in China. In 2008, we introduced the world s first
three-screen convergence encoder, which enabled operators to deliver video to three screens (mobile, PC and TV)
from a single product. In 2010, we introduced support for the expanding set of mobile and web streaming formats. In
November 2010, we launched a new class of product, a network media processor, which we call Halo, which enables
the optimization of networks for distribution of multi-screen, multi-format video. In December 2011, we released
Muse, our multi-screen software designed for live or file-based video transcoding and distribution to any device. In
March 2013, we introduced our early access program for HEVC encoding, based on the latest compression standard,
HEVC (H.265), which promises up to 50% bandwidth improvement compared to MPEG-4 AVC. Envivio Halo
Experience Server, announced in April 2013, is an innovative new multi-screen technology that allows operators to
further personalize the user experience based on individual viewer requests. In September 2013, we also publicly
demonstrated 4K Ultra HD compression using Muse encoders for the first time. In September 2014, we announced a
new service offering, Envivio NuageSM, a fully virtualized cloud-based software-as-a-service (SAAS) video solution.
Envivio NuageSM is designed to manage content for video service and content providers from content acquisition to
the consumer on any screen. Envivio NuageSM supports live linear and on-demand video, and operates as a service
on private, operator-owned networks, in the public cloud, or in hybrid environments.
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As aresult of our close relationship with France Telecom, we initially focused on the telecommunications market both
for broadband IPTV delivery and delivery of video to mobile devices. However, as consumer demands have evolved
over time, our solution has become attractive to a larger set of customers. In reaction to telecommunications
companies providing video content and services to multiple devices with IPTV as well as mobile video services,
traditional cable TV service providers have launched innovative services that deliver video content to PCs and mobile
devices. Most recently over-the-top, or OTT, providers have also gained market share by offering innovative and
cost-effective video services to mobile devices, PCs and even TVs for consumers through the open Internet. This set
of competing service offerings, when combined with increased consumer demand for video on multiple screens, led us
to design a single solution that addresses the needs of a broader customer base of service providers and content
providers. For example, one of our first major end-customers purchased our IPTV solution in 2008 to enable delivery
of video to TVs over broadband networks. This same customer began providing OTT services in 2009, and purchased
our OTT solution to enable its OTT services. Finally, in 2010, this customer began to offer mobile video content and
purchased our solution to address this video delivery mode as well.

We target several different types of video service providers and content providers, including telecommunications
companies and cable, satellite and OTT providers. These target customers have unique characteristics, including their
infrastructure, target consumer demands, scale, delivery models and business models. We focus on providing video
delivery solutions to these customers that allow them to better target their growth markets, such as mobile TV,
Pay-TV, IPTV and OTT. To date, our solution has been deployed by over 300 end-customers worldwide in over 50
different countries.

We outsource the manufacturing of our products to a single manufacturer in California. In some cases, we rely on our
manufacturer to procure the components for our equipment. For certain components, we contract directly with the
supplier. We ship our solutions directly from our manufacturer.

Our products and support services are sold worldwide, either through systems integrators, which serve as our channel
partners or directly through our internal sales force. Our channel partners assist us with the sales process, systems
integration, deployment and support. We employ a sales force that is responsible for managing our relationships with
our channel partners within each geographic territory in which we market and sell our products. We also sell our
products and support services directly to end-customers. In many cases, even when we sell our products through
channel partners, we market and work directly with the end-customer to promote our products.

Since inception, we have expended significant resources on our research and development operations. Our research
and development activities are exclusively conducted in the metropolitan area of Rennes, France, which we believe
provides us access to highly qualified engineers on a cost-effective basis located in what has traditionally been viewed
as a top broadcast center of Europe.

Factors Affecting Our Results of Operations

The following are key factors that impact our results of operations:

Consumer Demand and Infrastructure Capacity

Most of our products are installed into networks operated by telecommunications, cable, satellite and OTT providers
to deliver high-quality video to consumers. The demand for our products is significantly impacted by the end
consumer of video services and the demands these end consumers place on service providers and content providers to
deliver high-quality video across disparate networks and to multiple devices. As this consumer demand increases,

service providers respond by expanding or enhancing their infrastructure and equipment to address these needs. As the
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infrastructure capacity increases, high-quality video can be made available to more consumers over broadband and
wireless IP networks, which we believe will also increase the number of global broadband users.

Our solution is designed to address the infrastructure challenge of delivering massive amounts of content over
different types of networks to consumers who are increasingly viewing video on a growing variety of devices, such as
tablets, smartphones, laptops, and Internet-enabled TVs and media players. As consumer expectations of video
delivery increase, the demand from telecommunications, cable, satellite and OTT providers for the type of video
delivery solutions that we provide increases. Accordingly, we measure consumer demand for video services by
monitoring a collection of key market metrics, including the introduction of new mobile devices, such as tablets, new
access mediums that are emerging in the digital home, such as Internet-enabled TVs and new video applications, and
enhanced product offerings, such as bundling on-demand video services with other traditional service offerings.

We believe the combination of the increased availability of video-enabled connected devices combined with the
evolution of the network infrastructure will, in turn, drive service providers and content providers to seek flexible

solutions to deliver video to consumers that can continue to adapt to changing formats, networks and devices, while
maintaining the highest possible video quality.
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Competitive Environment and Geographic Mix

The market for our products is competitive and our gross margin is impacted by the level of competition we face and
the geographic mix of product sales worldwide. We face significant competition in selling our solution. In any given
sales opportunity, the level of competition we face could impact our gross margin. In addition, our gross margin may
be impacted by the location of our target customer as different geographic regions have different pricing environments
based on customer expectation, business models and our customers revenue opportunity from the services we enable.
For example, we typically experience lower average sales prices in the Asia-Pacific region. We anticipate that our
geographic mix will continue to fluctuate in the future from quarter to quarter, which could impact our future gross
margin.

Evolution of Hardware Platform

We utilize industry-standard hardware, and therefore, are able to leverage the evolutionary increase in computing
power in each new generation of hardware. In the past, this has allowed us to increase the number of video streams at
a given resolution with each new hardware platform, and we expect this to continue. This increase in performance
may offset any potential decline in the average sales prices of the prior generation of our solution.

Seasonality

Our business may be subject to seasonality, particularly in the first quarter of each fiscal year. A significant portion of
our revenue comes from major service providers whose capital and operational spending are dependent on annual
budget levels and timing of budgeting cycles. Therefore, we expect that a typical calendar year service provider will
utilize the remainder of its budget towards the end of the year, postpone or slowdown spending during the first quarter
of the following year as new projects are planned and the new fiscal budget is created, and resume spending thereafter
as a function of the projects that are planned for the year. As a result, we would typically expect our revenue in the
first quarter of our fiscal year to be even with or lower than our revenue in the preceding fourth quarter of our fiscal
year. This seasonality in our business has been discernible in the past, but could become more pronounced as our
business and the spending patterns of our service provider customers evolve.

Components of Revenue, Cost of Revenue and Operating Expenses
Revenue

Our revenue is derived primarily from the sale of our IP video processing and distribution solutions, which consists of
both hardware and software or software only solutions. Our proprietary software is an essential component in the
products we sell and provides a key differentiator between us and our competitors. Our hardware generally consists of
industry-standard components, which are readily available from third-party providers. To a lesser extent, we derive
revenue from professional services as well as support and maintenance of our products. Our maintenance contracts
may include future software upgrades on a when-and-if-available basis, depending on the level of maintenance
purchased. Our support contracts typically include telephone and email access to technical support personnel. When
we sell an enhanced support offering we provide our customers with rights to software upgrades as well as
maintenance releases and patches released during the term of the support period.

Cost of Revenue

Our cost of revenue consists primarily of third-party manufacturing costs and component costs. Our cost of revenue
also includes shipping costs, royalties, third-party logistics costs, personnel costs associated with both our technical
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support and professional services team as well as our operations and logistics team and write-offs for excess and
obsolete inventory.

Operating Expenses

Our operating expenses consist of research and development, sales and marketing, and general and administrative
expenses. The largest component of our operating expenses is personnel costs. Personnel costs consist of salaries and
benefits for our employees.

Research and Development Expenses

Research and development expenses primarily consist of personnel, engineering, testing and compliance, facilities and
professional services costs. We expense research and development costs as incurred. Research and development
expenses are presented net of French government research tax credits. We continue to closely manage our existing

research and development resources as well as strategically invest in additional resources to add more functionality to
our existing products and develop new products that support our overall company strategy.
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Sales and Marketing Expenses

Sales and marketing expenses primarily consist of personnel costs, sales commissions, travel costs, costs for
marketing programs, facilities costs and demo inventory depreciation costs. We continue to closely monitor sales and
marketing expenses and reorganize our sales force in key areas to further expand our strategic relationships with
current and future channel partners and direct customers.

General and Administrative Expenses

General and administrative expenses primarily consist of personnel, professional services and facilities costs related to
our executive, finance, human resource and information technology functions. Professional services costs consist of
outside legal, accounting and information technology consulting costs. As a public company, we expect to continue to
incur additional costs related to compliance with rules and regulations enacted by the SEC. Such additional costs
include additional professional services costs, additional insurance, investor relations and similar costs associated with
being a public company.

Interest Income (Expense), net

Interest income (expense), net, consists primarily of interest income from our cash and cash equivalent balances held
during the fiscal year and interest expense on balances related to our line of credit.

Other Income (Expense), net

Other income (expense), net, consists primarily of charges due to fluctuations in foreign exchange rates on receivables
and payables denominated in currencies other than the U.S. dollar. The foreign currency transaction gains and losses
relate to transactions that are exercised in a different currency than the respective functional currency of the

Company s subsidiaries.

Critical Accounting Policies, Judgments and Estimates

There have been no material changes to our critical accounting policies, judgments and estimates during the three
months ended April 30, 2015 from those disclosed in our fiscal year 2015 Form 10-K.
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Three Months Ended April 30, 2015 Compared to the Three Months Ended April 30, 2014

The following table presents our historical operating results and the changes in these results in dollars (in thousands)
and as a percentage for the periods presented:

Three Months Ended
April 30, $ Change % Change
2015 2014
Revenue:
Product $6,719 $ 6,111 608 10%
Professional services and support 2,794 2,303 491 21%
Total revenue 9,513 8,414 1,099 13%
Cost of revenue:
Product 1,693 2,051 (358) -17%
Professional services and support 579 643 (64) -10%
Total cost of revenue 2,272 2,694 (422) -16%
Gross profit 7,241 5,720 1,521 27%
Gross profit% 76% 68% 8%
Operating expenses:
Research and development 1,904 2,500 (596) -24%
Sales and marketing 3,938 5,068 (1,130) -22%
General and administrative 2,245 2,680 (435) -16%
Total operating expenses 8,087 10,248 (2,161) -21%
Loss from operations (846) (4,528) 3,682 -81%
Interest income, net 6 2 4 200%
Other expense, net (79) 32) 47 147%
Loss before benefit for income taxes 919) (4,558) 3,639 -80%
Income tax benefit (120) (28) (92) 329%
Net loss (799) (4,530) 3,731 -82%
Revenue

Our total revenue increased by $1.1 million, or 13%, to $9.5 million during the three months ended April 30, 2015
from $8.4 million during the three months ended April 30, 2014. Product revenue slightly increased by $608,000
primarily due to increased sales in North America, driven by large orders from our existing tier 1 service providers,
partially offset by decreased sales in our other regions. We also attribute this increase to improvements in sales
execution in the Americas as well as growing domestic market acceptance and demand of software-based solutions for
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multiscreen video processing compared to the same prior year period. Our professional services and support revenue
increased primarily due to stronger sales of professional services and support and the completion of more professional
service projects compared to the same prior year period.

Cost of Revenue and Gross Profit

Our gross margin percentage increased from 68% during the three months ended April 30, 2014 to 76% during the
three months ended April 30, 2015. Our product gross margin percentage increased from 66% to 75%, which was
primarily due to more sales of our higher margin software-only products during the three months ended April 30,
2015. Our gross margin on professional services and support increased from 72% to 79% primarily due to stronger
sales of professional services and support and completion of more professional service projects, while professional
services and support cost of revenue decreased primarily due to cost reductions relating to consultants and
compensation related expenses.

Operating Expenses

Our operating expenses decreased by $2.2 million, or 21%, to $8.1 million during the three months ended April 30,
2015 from $10.2 million during the three months ended April 30, 2014.

Research and Development Expenses

Research and development expenses decreased $596,000, or 24%, to $1.9 million during the three months ended
April 30, 2015 from $2.5 million during the three months ended April 30, 2014, primarily due to decreases in salaries,
employee related costs and consultants relating to headcount reductions in France, as well as a favorable foreign

exchange rate against the Euro during the period. We expect research and development expenses to decrease for the
year ended January 31, 2016 compared to the year ended January 31, 2015.
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Sales and Marketing Expenses

Sales and marketing expenses decreased $1.1 million, or 22%, to $3.9 million during the three months ended April 30,
2015 from $5.1 million during the three months ended April 30, 2014 primarily due to cost decreases in the U.K. and
China relating to our cost reduction initiatives which include reductions in headcount, as well as a favorable foreign
exchange rate against the Euro during the period. We expect sales and marketing expenses for the year ended

January 31, 2016 to decr