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PART I
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 applications; our ability to effectively
integrate acquired businesses or technologies; 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; 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; and
changes in the competitive environment in our industry and the markets in which we operate. In addition,
forward-looking statements include 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.

Item 1. Business
Overview
Cornerstone OnDemand, Inc. (“Cornerstone” or the “Company”) was incorporated on May 24, 1999 in the state of
Delaware and began its principal operations in November 1999.
Cornerstone is a leading global provider of comprehensive talent management solutions delivered as
Software-as-a-Service (“SaaS”). Our solutions are designed to enable organizations to meet the challenges they face in
empowering and maximizing the productivity of their human capital. These challenges include developing employees
throughout their careers, engaging all employees effectively, improving business execution, cultivating future leaders,
and integrating with an organization’s extended enterprise of clients, vendors and distributors by delivering training,
certification programs and other content. As of December 31, 2012, 1,237 clients used our core solution to empower
more than 10.5 million users across 189 countries and 38 languages.
Our core solution, which serves enterprise and mid-market organizations, is a comprehensive and integrated
cloud-based suite that delivers the following benefits:

•Comprehensive Functionality. Our suite consists of four clouds that address all stages of the employee lifecycle.
These clouds include our Recruiting Cloud, Learning Cloud, Performance Cloud, and Extended Enterprise Cloud.

•
Flexible and Highly Configurable. Clients can match the use of our software with their specific business processes
and workflows. The flexibility of our suite allows our clients to deploy the four clouds individually or in any
combination.

•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 suite.

•
Software-as-a-Service Model 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 services that are typical of hosted or on-premise software solutions.
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•

Scalable to Meet the Needs of All Organizations. We have built a highly scalable, multi-tenant, multi-user
architecture that supports the complex needs of global corporations yet is capable of supporting deployments of any
size. We currently support multiple client deployments of over 150,000 users, including one client with over 350,000
users.

•
Continued Innovation through Collaborative Product Development. The vast majority of our thousands of software
features were designed in collaboration with existing and prospective clients based on their specific functional
requests.
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In addition to our core solution, we offer Cornerstone for Small Business, or CSB, and Cornerstone for Salesforce.
CSB is a talent management solution serving organizations with fewer than 500 employees. Cornerstone for
Salesforce is a learning application developed natively on the Salesforce.com platform which allows organizations to
provide seamless access to sales enablement and just-in-time training from within Salesforce.
Our clients include multi-national corporations, large domestic enterprises, mid-market companies, public sector
organizations, higher education institutions, and non-profit entities, such as Advantage Sales & Marketing LLC,
American International Group, Inc., Barclays Bank PLC, BMW AG, Carlson Restaurants Worldwide, Inc., Kaplan
Higher Education Corporation, McKesson Corporation, Microsoft Corporation, Starwood Hotels & Resorts
Worldwide Inc., Teach for America, Inc., U.S. Department of the Treasury, Virgin Media Limited, and Walgreen Co.
While most of our deployments encompass most, or even all employees at a given client, some also include the
employees of the extended enterprise of that client, such as employees of the client’s customers, vendors and
distributors.
We sell our solutions domestically and internationally through both direct and indirect channels, including direct sales
teams throughout North America and Europe and distributor relationships with payroll, consulting and human
resource, or HR, services companies.
We generally sell our solutions with multi-year agreements based on the number of employees. Clients generally are
invoiced the consulting fees and the first year of the annual subscription fees upon contract execution. For amounts
not invoiced in advance for multi-year subscriptions and consulting services, we invoice under various terms over the
subscription period.
We have grown our business each of the last 11 years, and since 2002, we have averaged a 95% annual dollar
retention rate, as described in “Management’s Discussion and Analysis of Financial Condition and Results of
Operations—Financial 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 net revenue has grown to $117.9 million in 2012
from $73.0 million in 2011 and from $43.7 million in 2010. Our gross revenue was $117.9 million in 2012, compared
to gross revenue of $75.5 million in 2011 and $46.6 million in 2010, before $2.5 million and $2.9 million reductions
of revenue in 2011 and 2010, respectively. These reductions in revenue were related to non-cash charges for common
stock warrants. See “Management’s Discussion and Analysis of Financial Condition and Results of Operations—Critical
Accounting Policies and Estimates—Offsets to Revenue” for additional information about common stock warrants that
are accounted for as reductions of revenue.
The Market
Human capital is a major expense for all organizations. Based on the U.S. Bureau of Labor Statistics data as of
September 2012, total compensation paid to the United States civilian workforce of approximately 155 million people
exceeded $9.5 trillion in 2012.
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. 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, with
organizations increasingly seeking to fill open positions by recruiting internally and by leveraging the external
networks of their employees.

•
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 increasingly 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, grooming 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
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•

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.
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.
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 IT support, network infrastructure, maintenance and upgrades.

•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, integrated
solutions that help organizations manage all aspects of their internal and external human capital and link talent
management to their business strategy.
The Cornerstone OnDemand Answer
Our core solution is a comprehensive SaaS suite that consists of four integrated clouds for recruiting, learning
management, performance management and extended enterprise.
Our suite includes a number of cross-cloud 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 core solution delivers the following benefits:

•

Comprehensive Functionality. Our suite provides a comprehensive approach to talent management by offering four
integrated clouds to address all stages of the employee lifecycle: recruiting, learning management, performance
management and extended enterprise. Employees use our core solution 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 four clouds are tightly
integrated. 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, integrated 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 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
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Our clients can deploy the four clouds individually or in any combination. As a result, our clients have the flexibility
to purchase solely those clouds that solve their immediate talent management needs and can incrementally deploy
additional clouds 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, we have never been asked to conduct end-user training.

•

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,
geographically-distributed employee bases, our suite is capable of supporting deployments of any size. Today we
service 14 multi-national corporations with over 150,000 active users each. Our largest deployment is for over
350,000 users and our smallest is for 42 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.
In addition to our core solution, we offer Cornerstone Small Business, or CSB, and Cornerstone for Salesforce. CSB is
a talent management solution serving organizations with fewer than 500 employees. Cornerstone for Salesforce is a
learning application developed natively on the Salesforce.com platform which allows organizations to provide
seamless access to sales enablement and just-in-time training from within Salesforce.
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
averaged a 95% annual dollar retention rate. 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 Clouds 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 comprehensive suite, and as a result, approximately half of our clients today utilize
the equivalent of two or more clouds. Still, we believe significant upsell opportunity remains within our existing client
base. Not only is our goal to sell these clients additional clouds and services, but we also believe there is an
opportunity to sell many of them higher-level packages within the clouds they have already purchased.
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 alliances, including
agreements with global vendors such as Appirio, Inc., Automatic Data Processing, Inc., Ellucian Company L.P.,
Intelladon Corporation, Workday, Inc., and Xerox Corporation (formerly Affiliated Computer Services, Inc.), as well
as the continued expansion of our regional relationships with distributors like CDP Group, Limited (China), Ceridian
Canada Ltd. (Canada), Comms Learning Limited (United Kingdom), Grupo Datamace (Brazil), Infosys Limited
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(India), ISQ eLearning (Portugal), Kalleo Learning (South Africa), Logica plc (Europe), Neoris de Mexico, S.A. de
C.V. (Mexico), Neospheres SAS (France), QA Limited (United Kingdom), Sage Software, Inc. (North America), T2
Optimise PTY Ltd. (Asia Pacific), Talentech (Israel) and Xchanging HR Services Limited (United Kingdom).
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•

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, operations, which
provide for direct sales, alliances, services and support in the region. We have grown our EMEA client base from one
client at December 31, 2007 to 175 clients at December 31, 2012. Additionally, we have recently opened new offices
in Asia-Pacific, and we intend to grow our operations to provide direct sales, alliances, services and support in that
region.
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 applications, 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. On April 5, 2012, we completed the acquisition of Sonar Limited, a New Zealand cloud-based talent
management solution provider serving small businesses globally. Sonar Limited's talent management solution was
rebranded as the Cornerstone Small Business solution.
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.
We are also committed to empowering our employees and the communities around us, in part demonstrated by our
creation of the Cornerstone OnDemand Foundation.
Our Solutions
Our core 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 four integrated clouds, including the Recruiting
Cloud, which we introduced in March 2012, as well as the Learning Cloud, Performance Cloud, and Extended
Enterprise Cloud. These clouds can be purchased individually, and additional clouds can be added easily. We also
offer a number of cross-cloud tools for analytics and reporting, employee profile management, employee on-boarding
and e-learning content aggregation. In addition to our core solution, we offer Cornerstone Small Business and
Cornerstone for Salesforce.
Our Clouds
Cornerstone Recruiting Cloud. Our Recruiting Cloud supports the modern ways that businesses source, recruit, hire
and onboard new employees. The Recruiting Cloud 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 use the Cornerstone Recruiting Cloud to:
•manage job requisitions;
•post jobs across both traditional job boards and social networks;
•create internal career centers and external career sites;
•manage and enhance employee referral programs;
•identify 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;
•build ongoing talent pools; and
•efficiently onboard new hires and accelerate time to productivity.
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Cornerstone Learning Cloud. Our Learning Cloud 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 Cornerstone Learning Cloud 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 over 15 global e-learning
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vendors accessible through the Cornerstone Learning Cloud to help clients reduce overall training expense and
cost-effectively migrate to blended learning curricula of online and instructor-led training. Clients use the Cornerstone
Learning Cloud 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;
•administer on-boarding programs and orientation for new hires;
•access thousands of e-learning classes from our existing off-the-shelf content providers;
•create, 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 like 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 Cloud. Our Performance Cloud allows clients to direct and measure performance at the
individual, departmental and organizational level through ongoing competency management, organizational goal
setting, performance appraisal, compensation management and development planning. Performance data can also be
used by the Learning Cloud to set training priorities and to make informed workforce planning decisions. Clients use
the Cornerstone Performance Cloud 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;

•develop a pay-for-performance culture, aligning compensation allocation decisions with actual employee performance
and goal achievement;

•allow managers to work with employees to develop personalized development plans or dynamically create
individualized development plans based on competency gaps;
•view dashboards or generate reports and meaningful data on every phase of the performance management cycle; and

•make informed decisions about succession planning, potential organizational changes and retention of high-potential
employees at all hierarchical levels.
Cornerstone Extended Enterprise Cloud. Our Extended Enterprise Cloud helps clients extend talent management to
their customers, vendors, and distributors. The Cornerstone Extended Enterprise Cloud enables clients to develop new
profit centers, increase sales, cut support costs and boost channel productivity. Clients use the Cornerstone Extended
Enterprise Cloud 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.
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Cross-Cloud Tools
Our core solution has a number of capabilities that cross each of our four integrated clouds. These include:

•

Analytics, Reporting, and Dashboards. Our core solution employs a proprietary reporting engine. In addition to
approximately 130 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.

•

MyTeam. MyTeam enables managers to access all employee information, development activities, compliance status,
performance data, succession plans, social collaboration updates and action items for team members from a single,
highly graphical view. Managers may view information for their direct reporting employees or other employees in
their organization.

•

Talent Profiles. Managers can access integrated Talent Profiles to review key employee data in several locations
across our core 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 distributor 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
core 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 our core 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 on
a time-and-material basis at a blended hourly rate for all services or at fixed fees.
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 core 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 core 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 core 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 core solution. In addition, our
Educational Services team offers live coaching and custom content development support for clients.
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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.
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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 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 human resources executives at our clients to maximize the value of
their investment in our core solution; and

•Product Specialists who interact with client administrators and are focused on features and functions of our core
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.
Our Customers
As of December 31, 2012, 1,237 clients used our core solution with over 10.5 million registered users across 189
countries. Our clients represent a variety of different industries, including business services, financial services,
insurance, non-profits, retail and travel, education and publishing, healthcare, media and communications, the public
sector and technology. No single customer accounted for 10% or more of our total revenues in 2012, 2011, or 2010.
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
Tata Motors Limited
Business Services
Advantage Sales & Marketing, LLC
Automatic Data Processing, Inc.
Kelly Services, Inc.
Education & Publishing
Bright Horizons Family Solutions LLC
Kaplan Higher Education Corporation
University of Southern California
Financial Services
American Bankers Association
Barclays Bank PLC
Société Générale Group
Food & Restaurants
Anheuser-Busch InBev SA/NV
Carlson Restaurants Worldwide, Inc.
The Cheesecake Factory, Inc.
Healthcare
BJC HealthCare
McKesson Corporation
Sanford Health
Insurance
American International Group, Inc.
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Liberty Mutual Insurance Company
RSA Insurance Group plc
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Media & Communications
EchoStar Corporation
Turner Broadcasting System, Inc.
Virgin Media Limited
Non-Profits
Feeding America
KIPP Foundation
Teach for America, Inc.
Public Sector
State of Nebraska
State of North Carolina
U.S. Department of the Treasury
Retail
True Value Company
United Supermarkets, Ltd.
Walgreen Co.
Technology
BMC Software Inc.
Microsoft Corporation
Trend Micro Inc.
Travel
Hyatt Hotels Corporation
Starwood Hotels & Resorts Worldwide Inc.
Vail Resorts, Inc.
Technology, Operations and Development
Technology
Our core solution is designed with an on-demand architecture which our clients access via a standard web browser.
Our core 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 core 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 core solution offers a localized user interface and currency conversion capabilities. It is currently available in the
following languages: Bahasa (Indonesia), 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, Italian, Japanese, Korean, Latvian,
Lithuanian, Norwegian, Polish, Portuguese (Brazil), Portuguese (Portugal), Romanian, Russian, Slovakian, Slovenian,
Spanish (Latin America), Spanish (Spain), Swedish, Thai, Turkish, and Ukrainian.
Our core solution is deployed using a multi-tenant and multi-user architecture, which provides our enterprise clients
with their own instance of a 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
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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 future needs.
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Security is of paramount importance to us due to the sensitive nature of employee data. We have designed our core
solution to meet rigorous industry security standards and to 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 periodic security audits and
penetration tests conducted by our clients and third parties.
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 core solution. Microsoft SQL Server is deployed for our
relational database management system. Apart from these and other third-party components, our entire core solution
has been specifically built and upgraded by our in-house development team. We have not acquired or integrated any
other third-party technology as the basis of any of our four integrated clouds for recruiting, learning, performance, and
extended enterprise. On April 5, 2012, we completed the acquisition of Sonar Limited, a New Zealand cloud-based
talent management solution provider serving small businesses globally. Sonar Limited's talent management solution
was not integrated into our four clouds, but instead was rebranded as the Cornerstone Small Business solution.
Operations
We physically host our core solution for our clients in two secure third-party data center facilities, one located in El
Segundo, California and the other located in 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, including firewalls, encryption, redundant power and
environmental controls.
Our infrastructure includes firewalls, switches, routers, load balancers, and IDS/IPS from Cisco Systems to provide
the networking infrastructure and high levels of security for the environment. We use IBM Blade Center servers and
rack-mounted servers to run our core solution and Akamai Technologies’ Global Network of Edge Servers for content
caching. We use storage area network, or SAN, hardware from EMC and HP at our data center. These SAN systems
have been architected for high performance and data-loss protection, and we believe these systems have the capacity
and scalability to enable us to grow for the foreseeable future.
Research and Development
The responsibilities of our research and development organization include product management, product
development, quality assurance and technology operations. 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 quarterly or more frequent basis. We
follow a well-defined communications process to support our clients with release management. We patch our software
on a bi-weekly basis. Based on feedback from our clients and prospects, we continuously develop new functionality
while enhancing and maintaining our existing solutions. 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 solutions.
Our research and development expenses were $14.9 million in 2012, $10.1 million in 2011, and $5.6 million in 2010.
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 business
services, financial services, healthcare, insurance, manufacturing, retail, and high technology. We have a number of
direct sales teams organized by market segment and geography, which are as follows:

•
Enterprise. Our enterprise sales team sells to large enterprises with 3,000 or more employees. This team is composed
primarily of experienced solution sales executives, with an average tenure of 19 years in sales. We intend to continue
to grow this team.
•Mid-Market. Our mid-market sales team sells to organizations with fewer than 3,000 employees. This team is
composed primarily of experienced sales individuals, with an average tenure of 17 years in sales. We plan to grow
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this team with the addition of regional sales people throughout the U.S.

•EMEA. We have both enterprise and mid-market sales professionals based in core European markets, and we intend
to add additional sales personnel throughout Europe.
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•Strategic Accounts. We have a strategic accounts team focused on the sale to large multi-national corporations.

•Public Sector. Our public sector sales team targets federal, state & local government, as well as K-12 and higher
education institutions. We recently formed this team, and we plan to grow it in the near term.

•APAC. We have enterprise sales professionals based in core Asia-Pacific markets including Hong Kong, Australia
and India and intend to add additional sales personnel throughout Asia.

•

Small Business. Our Cornerstone Small Business sales team is targeted to clients with fewer than 500
employees. On April 5, 2012, we completed the acquisition of Sonar Limited, a New Zealand cloud-based
talent management solution provider serving small businesses globally. Sonar Limited's talent management
solution was rebranded as Cornerstone Small Business, or CSB.

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
campaigns, 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 our annual Cornerstone Convergence global user conferences. We also co-market with our strategic
distributors, including joint press announcements and demand generation activities.

•Marketing Communications. We undertake media relations, corporate communications, 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.
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 resale agreements with global vendors such as
Affiliated Computer Services, Inc., Appirio, Inc., Automatic Data Processing, Inc., and Ellucian Company L.P., as
well as regional distributors such as BSI Tecnologia in Brazil, CDP Group, Limited in China, Comms Learning
Limited in the United Kingdom, Grupo Datamace in Brazil, Infosys Limited in India, ISQ eLearning in Portugal,
Kalleo Learning in South Africa, Logica plc in Europe, Neoris de Mexico, S.A. de C.V. in Mexico, Neospheres SAS
in France, QA Limited in the United Kingdom, Sage Software, Inc. in North America, Xpert Learning in United Arab
Emirates, T2 Optimise PTY Ltd. in Asia Pacific, Talentech Ltd. in Israel, and Xchanging HR Services Limited in the
United Kingdom. We expect to continue to add distributors to build our sales presence in certain geographic and
vertical markets.
Consulting and Services Relationships
We have entered into alliance relationships with HR consulting firms to deliver consulting services, such as
implementation and content development services, to clients.
Content and Product Relationships
We have developed distributor agreements with a wide range of vendors which provide off-the-shelf e-learning
content and custom learning content development services. Through this network, we are able to offer an extensive
library of online training content to our clients through our core solution. Our content distributors for e-learning
content include industry leaders as well as regional and vertically-focused online training providers. In addition, we
have agreements with providers of specific competency models for use by our clients directly in our core solution.
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Competition
The market for talent management software specifically, and for human resource technology generally, is highly
competitive, rapidly evolving and fragmented. This market is subject to changing technology, shifting client needs and
frequent introductions of new products and services.
Most of our sales efforts are competitive, often involving requests for proposals, or RFPs. We compete primarily on
the basis of providing a comprehensive, fully integrated suite for talent management as opposed to specific service
offerings.
In the applicant tracking systems segment, which the Cornerstone Recruiting Cloud serves, our competitors include
Taleo Corporation, which was acquired by Oracle Corporation in April 2012, and Kenexa Corporation, which was
acquired by International Business Machines Corporation in August 2012. These vendors are, like us, largely SaaS
providers. We compete in this segment primarily on the basis of:
•the level of integration of our Recruiting Cloud within our talent management suite;

•the social nature of our Recruiting Cloud, which leverages our clients' ecosystems as well as integrations with leading
social networks to offer enhanced recruiting capabilities;
•the ability to compare internal and external candidates to fill open positions and enable talent mobility;
•the quality of our service and focus on client success;
•our ability to provide scalability and flexibility for large global deployments; and
•the ease of use of our Recruiting Cloud and overall user experience.
In the learning management systems segment, which the Cornerstone Learning Cloud and Cornerstone Extended
Enterprise Cloud each serve, our competitors include Saba Software, Inc. and SumTotal Systems, Inc. Most of our
competitors in this segment have multiple versions of hosted or on-premise software, whereas we offer a single
version of our software. In this segment, we compete primarily based on:
•the quality of our service and focus on client success;
•the ease of use of our Learning Cloud and Extended Enterprise Cloud and overall user experience;
•the breadth of our Learning Cloud and Extended Enterprise Cloud to meet our clients’ current and evolving needs;
•our ability to provide scalability and flexibility for large and complex global deployments;
•our integration with third-party e-learning providers domestically and internationally; and

•our ability to serve the extended enterprise of our clients’ partners, distributors, contractors, alumni, members,
volunteers and customers.
In the performance management systems segment, which the Cornerstone Performance Cloud serves, our competitors
include Halogen Software, Inc., Peoplefluent, Inc., Lumesse Limited and SuccessFactors, Inc., which was acquired by
SAP America, Inc. in February 2012. These vendors are, like us, largely SaaS providers. We compete in this segment
primarily on the basis of:

•the criticality of learning and development to an effective performance management program, relying on our strengths
in both learning and performance management;
•the quality of our service and focus on client success;
•the breadth and depth of our product functionality;

•the flexibility and configurability of our Performance Cloud to meet the changing content and workflow requirements
of our clients’ business units;
•the level of integration, configurability, security, scalability and reliability of our Performance Cloud; and
•our vision of integrated talent management, combined with our ability to innovate and respond to client needs rapidly.
In addition, we occasionally compete with custom-built software that is designed to support the needs of a single
organization, as well as with third-party talent and human resource application providers like Jive Software, Inc. that
focus on specific aspects of talent management, such as social networking.
Many of our competitors and potential competitors have greater name recognition, longer operating histories and
larger marketing budgets. For additional information, see “Risk Factors—Risks Related to Our Business and Industry—The
market in which we participate is intensely competitive, and if we do not compete effectively, our operating results
could be harmed” and “Risk Factors—Mergers of or other strategic transactions by our competitors could weaken our
competitive position or reduce our revenue.”
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Government Contracts
Many of our contracts with government agencies are subject to termination at the election of the government agency.
While none of our government contracts provide for renegotiation of fees at the election of the Government, it is
possible that the government agency could request, and that we could under certain circumstances agree to, the
renegotiation of the payments otherwise payable under such contracts. However, we have not in the past renegotiated
significant payment terms under our government contracts. For additional information, see “Risk Factors—We face risks
associated with our sales to governmental entities.”
The Cornerstone OnDemand Foundation
To demonstrate our commitment to empowering people and communities, we formed the Cornerstone OnDemand
Foundation, or the Foundation, in 2010. The Foundation seeks to empower communities in the United States and
internationally by increasing the impact of the non-profit sector through the utilization of our core solution and
strategies.
The Foundation focuses its efforts on the areas of education, workforce development and disaster relief. We have
enlisted the help of our employees, clients and distributors to support the Foundation in its efforts. The Foundation is
designed to be self-sustaining over time through a variety of ongoing funding streams, such as donations, sponsorships
and distribution fees. The Foundation offers a number of programs to support the non-profit sector, including:

•Non-Profit Program. The Foundation offers non-profit clients our core solution and services at a discount, in certain
cases of up to 100%. We currently have direct agreements providing similar pricing with non-profit clients, including:

Education Workforce Development Disaster Relief
KIPP Goodwill Feeding America
New Leaders United Way Oxfam
Teach for America Women for Women International Save the Children

•

HR Pro Bono Corps. In our experience, non-profits often lack the capacity or HR resources to invest in the
training and development of their employees and volunteers. In response, the Foundation formed an HR Pro
Bono Corps in order to match non-profits in need of human capital management related consulting with HR
professionals from our global client base who are willing to consult on a voluntary basis.

•

Gift of Learning. This program offers non-profits the unique opportunity to access online training and development at
no cost. Most non-profit organizations lack the resources and the capacity to consistently and effectively invest in
their people. Through the Gift of Learning, the Foundation donates e-learning content annually to non-profits
domestically and abroad. Non-profit beneficiaries can choose up to five individuals in their organization, which can
be employees, volunteers or clients, to access the Gift of Learning library which contains over 40 e-learning courses
on a wide variety of topics including courses on leadership development, effective communication skills, project
management, and desktop products.

•

Strategic Initiatives. In addition to its support of individual non-profits, the Foundation seeks to improve the sector at
large by incubating and implementing strategic initiatives that address a critical market need. The Foundation is
working on creating strategic initiatives around the areas of volunteer management, teacher empowerment and
disaster preparedness and response. Specifically, the Foundation worked with our non-profit clients and other clients
to help us develop a volunteer management solution to meet the needs of both the non-profits using volunteers and the
organizations supplying them. This solution was released in 2012 and is provided at a significant discount to the
nonprofit sector. The Foundation is also currently engaged with its K-12 partners to help us in the development of a
teacher empowerment solution for identifying, engaging and empowering the current and next generation of leaders,
who will be a critical force in driving education reform efforts nationwide. In addition, the disaster ready initiative is
an ambitious effort which leverages the capabilities of our core solution to create a centralized portal to provide
emergency responders and volunteers with daily access to on-line content and training specific to disaster
preparedness and response. As part of this initiative, the Foundation sources relevant training resources and contracts
directly with content developers to create customized e-learning courses thereby dramatically improving the
availability and delivery of training for aid workers worldwide and addressing a significant challenge facing the
humanitarian relief field.
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Proprietary Rights
To safeguard our proprietary and intellectual property rights, we rely upon a combination of patent, copyright, trade
secret and trademark laws in the United States and in other jurisdictions, and on contractual restrictions. Our key
assets include our software code and associated proprietary and intellectual property rights, in particular the trade
secrets and know-how associated with our core talent management solution which we developed internally over the
years. We were issued a patent for our software in 2003 which expires in 2021; we have since filed for additional
patent protection, we own registered trademarks and we will continue to evaluate the need for additional patents and
trademarks. We have confidentiality and license agreements with employees, contractors, clients, distributors and
other third parties, which limit access to and use of our proprietary information and software.
Though we rely in part upon these legal and contractual protections, we believe that factors such as the skills and
ingenuity of our employees, creation of new modules, features, and functionality, collaboration with our clients, and
frequent enhancements to our solutions are larger contributors to our success in the marketplace.
Despite our efforts to preserve and protect our proprietary and intellectual property rights, unauthorized third parties
may attempt to copy, reverse engineer, or otherwise obtain portions of our product. Competitors may attempt to
develop similar products that could compete in the same market as our products. Unauthorized disclosure of our
confidential information by our employees or third parties could occur. Laws of other jurisdictions may not protect
our proprietary and intellectual property rights from unauthorized use or disclosure in the same manner as the United
States. The risk of unauthorized uses of our proprietary and intellectual property rights may increase as we continue to
expand outside of the United States.
Third-party infringement claims are also possible in our industry, especially as software functionality and features
expand, evolve, and overlap with other industry segments. Current and future competitors, as well as non-practicing
patent holders, could claim at any time that some or all of our software infringes on patents they now hold or might
obtain or be issued in the future.
Seasonality
Our sales are seasonal in nature. We sign a higher percentage of agreements with new clients, as well as renewal
agreements with existing clients, in the fourth quarter of each year. In addition, within a given quarter, we sign a
significant portion of these agreements during the last month, and often the last two weeks, of that quarter. We believe
this seasonality is driven by several factors, most notably the tendency of procurement departments at our clients to
purchase technology at the end of a quarter or calendar year, possibly in order to use up their available quarterly or
annual funding allocations, or to be able to deploy new talent management capabilities prior to the beginning of a new
financial or performance period. As the terms of most of our client agreements are measured in full year increments,
agreements initially entered into the fourth quarter or last month of any quarter will generally come up for renewal at
that same time in subsequent years.
Business Segment and Geographical Information
We operate in a single operating segment. For geographic financial information, see Note 13 to our consolidated
financial statements, which is incorporated herein by reference.
Employees
At December 31, 2012, we had 750 employees, which is a 48% increase from 507 employees at December 31, 2011.
None of our employees are covered by a collective bargaining agreement, and we have never experienced a strike or
similar work stoppage. We consider our relations with our employees to be strong. Internally, we strive to empower
our people by using our core solution to on-board, develop, connect, align, assess, retain and promote our own
employees.
Additional Information
Our Internet address is www.cornerstoneondemand.com. We make available free of charge through our Internet
website our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and
amendments to those reports filed or furnished pursuant to Section 13(a) of the Securities Exchange Act of 1934, as
amended, as soon as reasonably practicable after we electronically file such materials with, or furnish them to, the
SEC. Information contained on, or that can be accessed through, our website is not incorporated by reference into this
report, and you should not consider information on our website to be part of this report.
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the SEC’s
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Public Reference Room at 100 F Street N.E., Washington, DC 20549. Information about this Public Reference Room
is available by calling (800) SEC-0330.

Item 1A. Risk Factors
The following risk factors and other information included in this Annual Report on Form 10-K should be carefully
considered. The risks and uncertainties described below are not the only ones we face. Additional risks and
uncertainties not presently known to us or that we presently deem less significant may also impair our business
operations. Please see Item 1. Business—Forward Looking Statements of this Annual Report on Form 10-K for a
discussion of the forward-looking statements that are qualified by these risk factors. If any of the events or
circumstances described in the following risk factors actually occurs, our business, operating results, and financial
condition could be materially adversely affected.
Risks Related to Our Business and Industry
We have a history of losses, and we cannot be certain that we will achieve or sustain profitability.
We have incurred losses since our inception. We experienced net losses of $31.4 million, $63.9 million, and $48.4
million in 2012, 2011 and 2010, respectively. At December 31, 2012, our accumulated deficit was $196.0 million and
total stockholders’ equity was $46.6 million. We expect to continue to incur operating losses as a result of expenses
associated with the continued development and expansion of our business. Our expenses include among others, sales
and marketing, research and development, consulting and support services and other costs relating to the development,
marketing and sale and service of our solutions that may not generate revenue until later periods, if at all. Any failure
to increase revenue or manage our cost structure as we implement initiatives to grow our business could prevent us
from achieving or sustaining profitability. In addition, our ability to achieve profitability is subject to a number of the
risks and uncertainties discussed below, many of which are beyond our control. We cannot be certain that we will be
able to achieve or sustain profitability on a quarterly or annual basis.
Unfavorable conditions in our industry or the global economy, or reductions in information technology spending,
could limit our ability to grow our business and negatively affect our operating results.
Our operating results may vary based on the impact of changes in our industry or the global economy on us or our
clients. The revenue growth and potential profitability of our business depends on demand for enterprise application
software and services generally and for talent management solutions in particular. We sell our core solution primarily
to large mid-sized and small business organizations whose businesses fluctuate based on general economic and
business conditions. In addition, a portion of our revenue is attributable to the number of users of our solutions at each
of our clients, which in turn is influenced by the employment and hiring patterns of our clients and potential clients.
To the extent that weak economic conditions cause our clients and potential clients to freeze or reduce their
headcount, demand for our solutions may be negatively affected. Historically, economic downturns have resulted in
overall reductions in spending on information technology or talent management solutions as well as pressure for
extended billing terms, as occurred during the recent recession. If economic conditions deteriorate or do not materially
improve, our clients and potential clients may elect to decrease their information technology and talent management
budgets by deferring or reconsidering product purchases, which would limit our ability to grow our business and
negatively affect our operating results.
Our financial results may fluctuate due to our long, variable and, therefore, unpredictable sales cycle and our focus on
large and mid-market organizations.
We plan our expenses based on certain assumptions about the length and variability of our sales cycle. If our sales
cycle becomes longer or more variable, our results may be adversely affected. Our sales cycle generally varies in
duration between two to nine months and, in some cases, much longer depending on the size of the potential client.
Factors that may influence the length and variability of our sales cycle include among others:
•the need to educate potential clients about the uses and benefits of our solutions;
•the relatively long duration of the commitment clients make in their agreements with us;
•the discretionary nature of potential clients’ purchasing and budget cycles and decisions;
•the competitive nature of potential clients’ evaluation and purchasing processes;
•evolving functionality demands of potential clients;
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The fluctuations that result from the length and variability of our sales cycle may be magnified by our focus on sales
to large and mid-sized organizations. If we are unable to close an expected significant transaction with one or more of
these companies in a particular period, or if an expected transaction is delayed until a subsequent period, our operating
results, and in particular our bookings, for that period, and for any future periods in which revenue from such
transaction would otherwise have been recognized, may be adversely affected.
Our financial results may fluctuate due to other factors, including invoicing terms, some of which may be beyond our
control.
There are a number of other factors that may cause our financial results to fluctuate from period to period, including
among others:
•changes in billing cycles and the size of advance payments relative to overall contract value in client agreements;
•the extent to which new clients are attracted to our solutions to satisfy their talent management needs;
•the timing and rate at which we sign agreements with new clients;

•our access to service providers when we outsource client service projects and our ability to manage the quality and
completion of the related client implementations;

•the timing and duration of our client implementations, which is often outside of our direct control, and our ability to
provide resources for client implementations and consulting projects;
•the extent to which we retain existing clients and satisfy their requirements;
•the extent to which existing clients renew their subscriptions to our solutions and the timing of those renewals;

•the extent to which existing clients purchase or discontinue the use of additional solutions and add or decrease the
number of users;

•the extent to which our clients request enhancements to underlying features and functionality of our solutions and the
timing for us to deliver the enhancements to our clients;
•the addition or loss of large clients, including through acquisitions or consolidations;
•the number and size of new clients, as well as the number and size of renewal clients in a particular period;
•the mix of clients between small, mid-sized and large organizations;
•changes in our pricing policies or those of our competitors;
•seasonal factors affecting demand for our solutions or potential clients’ purchasing decisions;
•the financial condition and creditworthiness of our clients;

•the amount and timing of operating expenses, including those related to the maintenance and expansion of our
business, operations and infrastructure;
•the timing and success of new product and service introductions by us;

•the timing of expenses related to the development of new products and technologies, including enhancements to our
solutions;
•the timing and success of current and new competitive products and services by our competitors;

•other changes in the competitive dynamics of our industry, including consolidation among competitors, clients or
strategic partners;

•our ability to manage our existing business and future growth, including in terms of additional clients, incremental
users and new geographic regions;
•expenses related to our data centers and the expansion of such data centers;

•the effects of, and expenses associated with, acquisitions of third-party technologies or businesses and any potential
future charges for impairment of goodwill resulting from those acquisitions;
•general economic, industry and market conditions; and

•various factors related to disruptions in our SaaS hosting network infrastructure, defects in our solutions, privacy and
data security, and exchange rate fluctuations, each of which is described elsewhere in these risk factors.
In light of the foregoing factors, we believe that our financial results, including our revenue and deferred revenue
levels, may vary significantly from period-to-period. As a result, period-to-period comparisons of our operating results
may not be meaningful and should not be relied on as an indication of future performance.

20

Edgar Filing: Cornerstone OnDemand Inc - Form 10-K

35



Edgar Filing: Cornerstone OnDemand Inc - Form 10-K

36



The forecasts of market growth may prove to be inaccurate, and even if the markets in which we compete achieve the
forecasted growth, we cannot assure you our business will grow at similar rates, or at all.
Growth forecasts are subject to significant uncertainty and are based on assumptions and estimates which may not
prove to be accurate. Forecasts relating to the expected growth in the SaaS market or talent management market may
prove to be inaccurate. Even if these markets experience the forecasted growth, we may not grow our business at
similar rates, or at all. Our growth is subject to many factors, including our success in implementing our business
strategy, which is subject to many risks and uncertainties.
Even if demand for talent management products and services increases generally, there is no guarantee that demand
for SaaS solutions like ours will increase to a corresponding degree.
The widespread adoption of our solutions depends not only on strong demand for talent management products and
services generally, but also for products and services delivered via a SaaS business model in particular. There are still
a significant number of organizations that have adopted no talent management functions at all, and it is unclear
whether such organizations ever will adopt such functions and, if they do, whether they will desire SaaS talent
management solutions like ours. As a result, we cannot assure you that our SaaS talent management solutions will
achieve and sustain the high level of market acceptance that is critical for the success of our business.
Our business depends substantially on clients renewing their agreements and purchasing additional solutions from us
or adding additional users. Any decline in our client renewals or purchases of additional clouds or additional users
would harm our future operating results.
In order for us to improve our operating results, it is important that our clients renew their agreements with us when
the initial contract term expires and also purchase additional clouds or add additional users. Our clients have no
obligation to renew their subscriptions after the initial subscription period, and we cannot assure you that clients will
renew subscriptions at the same or higher level of service, if at all. In the past, some of our clients have elected not to
renew their agreements with us. Moreover, certain of our clients have the right to cancel their agreements for
convenience, subject to certain notice requirements and, in some cases, early termination fees. Our clients’ renewal
rates may decline or fluctuate as a result of a number of factors, including their satisfaction or dissatisfaction with our
solutions, pricing, the prices of competing products or services, mergers and acquisitions affecting our client base,
reduced hiring by our clients or reductions in our clients’ spending levels. If our clients do not renew their
subscriptions, renew on less favorable terms, fail to purchase additional clouds, or fail to add new users, our revenue
may decline, and our operating results may be harmed.
The market in which we participate is intensely competitive, and if we do not compete effectively, our operating
results could be harmed.
The market for talent management software is highly competitive, rapidly evolving and fragmented. Many of our
competitors and potential competitors are larger and have greater brand name recognition, much longer operating
histories, larger marketing budgets and significantly greater resources than we do, and, with the introduction of new
technologies and market entrants, we expect competition to intensify in the future. If we fail to compete effectively,
our business will be harmed. Some of our principal competitors offer their products or services at a lower price, which
has resulted in pricing pressures. Similarly, some competitors offer different billing terms, which has resulted in
pressures on our billing terms. If we are unable to maintain our pricing levels and billing terms, our operating results
could be negatively impacted. In addition, pricing pressures and increased competition generally could result in
reduced sales, reduced margins, losses or the failure of our solutions to achieve or maintain more widespread market
acceptance, any of which could harm our business.
We face competition from paper-based processes and desktop software tools. We also face competition from
custom-built software that is designed to support the needs of a single organization, as well as from third-party talent
and human resource application providers. These software vendors include, without limitation, Halogen Software,
Inc., Kenexa, Inc., which was acquired by International Business Machines Corporation in August 2012, Lumesse AS,
Peoplefluent, Inc., Saba Software, Inc., SilkRoad Technology, Inc., SuccessFactors, Inc., which was acquired by SAP
America, Inc. in February 2012, SumTotal Systems, Inc., and Taleo Corporation, which was acquired by Oracle
Corporation in April 2012. In addition, some of the parties with which we maintain business alliances offer or may
offer products or services that compete with our products or services.
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Many of our competitors are able to devote greater resources to the development, promotion and sale of their products
and services. In addition, many of our competitors have established marketing relationships, access to larger client
bases and major distribution agreements with consultants, system integrators and distributors. Moreover, many
software vendors could bundle human resource products or offer such products at a lower price as part of a larger
product sale. In addition, some competitors may offer software that addresses one, or a limited number, of talent
management functions at a lower price point or with greater depth than our solutions. As a result, our competitors may
be able to respond more quickly and effectively than
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we can to new or changing opportunities, technologies, standards or client requirements. Further, some potential
clients, particularly large enterprises, may elect to develop their own internal solutions. For all of these reasons, we
may not be able to compete successfully against our current and future competitors.
Mergers of or other strategic transactions by our competitors could weaken our competitive position or reduce our
revenue.
If one or more of our competitors were to merge, acquire or partner with another of our competitors, the change in the
competitive landscape could adversely affect our ability to compete effectively. For example, in February 2012, SAP
America, Inc. acquired SuccessFactors, Inc., one of our competitors; in April 2012, Oracle Corporation acquired Taleo
Corporation, another one of our competitors; and in August 2012 International Business Machines Corporation
acquired Kenexa, Inc., also one of our competitors. Our competitors may also establish or strengthen cooperative
relationships with our current or future strategic distributors, systems integrators, HR outsourcers, payroll services
companies, third-party consulting firms or other parties with whom we have relationships, thereby limiting our ability
to promote our solutions and limiting the number of consultants available to implement our solutions. Disruptions in
our business caused by these events could reduce our revenue.
Our business and operations are experiencing rapid growth and organizational change. If we fail to effectively manage
such growth and change in a manner that preserves the key aspects of our corporate culture, our business and
operating results could be harmed.
We have experienced, and may continue to experience, rapid growth and organizational change, which has placed, and
may continue to place, significant demands on our management, operational and financial resources. For example, our
headcount has grown from 507 employees on December 31, 2011 to 750 employees on December 31, 2012. In
addition, we have established offices in Australia, France, Germany, Hong Kong, India, Israel, Italy, New Zealand,
Spain and the United Kingdom. We may continue to expand our international operations into other countries in the
future, either organically or through acquisitions. We have also experienced significant growth in the number of users,
transactions and data that our SaaS hosting infrastructure supports. Finally, our organizational structure is becoming
more complex as we improve our operational, financial and management controls as well as our reporting systems and
procedures. We will require significant capital expenditures and the allocation of valuable management resources to
grow and change in these areas without undermining our corporate culture of rapid innovation, teamwork and
attention to client success that has been central to our growth so far. If we fail to manage our anticipated growth and
change in a manner that preserves the key aspects of our corporate culture, the quality of our solutions may suffer,
which could negatively affect our brand and reputation and harm our ability to retain and attract clients.
For a detailed discussion of the risks related to our ability to expand our business internationally, manage growth in
our SaaS hosting network infrastructure, and expand parts of our organization to implement improved operational,
financial and management controls and reporting systems, see the following risk factors “—As a newly public company,
we are obligated to develop and maintain proper and effective internal control over financial reporting. If our internal
control over financial reporting is ineffective, our financial reporting may not be accurate, complete and timely, and
our auditors may be unable to attest to its effectiveness when required, thus adversely affecting investor confidence in
our company.” And “We currently have a limited number of international offices and are expanding our international
operations. Additionally, we do not have substantial experience in all international markets and may not achieve the
results that we expect.”
We may acquire other companies or technologies, which could divert our management’s attention, result in additional
dilution to our stockholders or otherwise disrupt our operations and harm our operating results.
In April 2012, we acquired Sonar Limited, a SaaS talent management solution provider serving small businesses. In
the future, we may seek to acquire or invest in other businesses, products or technologies that we believe could
complement or expand our existing solutions, enhance our technical capabilities or otherwise offer growth
opportunities. The pursuit of potential acquisitions may divert the attention of management and cause us to incur
various expenses in identifying, investigating and pursuing suitable acquisitions, whether or not they are ultimately
consummated.
Other than our acquisition of Sonar Limited, we do not have any experience in acquiring other businesses. We may
not be able to successfully integrate the personnel, operations and technologies of any other businesses that we may
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acquire in the future or effectively manage the combined business following the acquisition. We may also not achieve
the anticipated benefits from other acquired businesses due to a number of factors, including:
•unanticipated costs or liabilities associated with the acquisition;
•incurrence of acquisition-related costs;
•diversion of management’s attention from other business concerns;
•harm to our existing relationships with distributors and clients as a result of the acquisition;
•the potential loss of key employees;
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•the use of resources that are needed in other parts of our business; and
•the use of substantial portions of our available cash to consummate the acquisition.
In addition, a significant portion of the purchase price of companies we acquire may be allocated to acquired
goodwill, which must be assessed for impairment at least annually, or to intangible assets, which are assessed for
impairment upon certain triggering events. In the future, if our acquisitions do not yield expected returns, we may be
required to take charges to our operating results based on this impairment assessment process, which could harm our
results of operations.
Acquisitions could also result in dilutive issuances of equity securities or the incurrence of debt, which could
adversely affect our operating results. For example, in our recent acquisition of Sonar Limited, we issued an aggregate
of 46,694 shares of our common stock. In addition, if an acquired business fails to meet our expectations, our
operating results, business and financial condition may suffer.
As a public company, we are obligated to develop and maintain proper and effective internal control over financial
reporting. If our internal control over financial reporting is ineffective, our financial reporting may not be accurate,
complete and timely, and our auditors may be unable to attest to its effectiveness when required, thus adversely
affecting investor confidence in our company.
We are required, pursuant to Section 404 of the Sarbanes-Oxley Act, to furnish a report by management on, among
other things, the effectiveness of our internal control over financial reporting for the year ended December 31, 2012
and in each year thereafter. Our auditors also need to attest to the effectiveness of our internal control over financial
reporting. These assessments will need to include disclosure of any material weaknesses in our internal control over
financial reporting.
We have incurred significant costs assessing our system of internal control over financial reporting and processing
documentation necessary to perform the evaluation needed to comply with Section 404. We may discover, and may
not be able to remediate, future significant deficiencies or material weaknesses, or we may be unable to complete our
evaluation, testing or any required remediation in a timely fashion. Failure of our internal control over financial
reporting to be effective could cause our financial reporting to be inaccurate, incomplete or delayed. Moreover, even if
no inaccuracy, incompletion or delay of reporting results, if we identify one or more material weaknesses in our
internal control over financial reporting, we will be unable to assert, and our auditors will be unable to affirm, that our
internal control is effective, in which case investors may lose confidence in the accuracy and completeness of our
financial reports, which could have a material adverse effect on the price of our common stock.
Our systems collect, access, use and store personal and other client proprietary information. As a result, we are subject
to security risks and are required to invest significant resources to prevent or correct problems caused by security
breaches. If a security breach occurs, our reputation could be harmed, our business may suffer, and we could incur
significant liability.
Our talent management solutions involve the storage and transmission of clients’ proprietary and confidential
information over the Internet (including public networks), and security breaches, unauthorized access, unauthorized
usage, virus or similar breach or disruption could result in loss of this information, damage to our reputation, early
termination of our contracts, litigation, regulatory investigations or other liabilities. In addition, errors in the storage or
transmission of such information could compromise the security of that information. If our security measures are
breached as a result of third-party action, employee error, malfeasance or otherwise and, as a result, someone obtains
unauthorized access to client data, our reputation will be damaged, our business may suffer and we could incur
significant liability. Advances in computer capabilities, new discoveries in the field of cryptography or other events or
developments could result in compromises or breaches of our security systems and the data stored in these systems.
Because there is a time lag associated with developing adequate protections against such new developments and
techniques, unauthorized access or sabotage of our systems and the information processed in connection with our
business may result. If an actual or perceived security breach occurs, the market perception of our security measures
could be harmed and we could lose sales and clients. Any violations of privacy or information security could result in
the loss of business, litigation and regulatory investigations and penalties that could damage our reputation and
adversely impact our results of operations and financial condition, including our ability to make required reporting and
disclosures as a public company. Moreover, if a high-profile security breach occurs with respect to another SaaS
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provider, our clients and potential clients may lose trust in the security of the SaaS business model generally, which
could adversely impact our ability to retain existing clients or attract new ones.
Any significant disruption in our SaaS hosting network infrastructure could harm our reputation, require us to provide
credits or refunds, result in early termination of a client agreement or a loss of clients, and adversely affect our
business.
Our SaaS hosting network infrastructure is a critical part of our business operations. Our clients access our talent
management solutions through a standard web browser. Our clients depend on us for fast and reliable access to our
solutions. Our software is proprietary, and we rely on the expertise of members of our engineering and software
development teams for
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the continued performance of our solutions. We have experienced, and may in the future experience, disruptions in our
computing and communications infrastructure. Factors that may cause such disruptions that may harm our reputation
include:
•human error;
•security breaches;
•telecommunications outages from third-party providers;
•computer viruses;
•acts of terrorism, sabotage or other intentional acts of vandalism, including cyber attacks;
•unforeseen interruption or damages experienced in moving hardware to a new location;
•fire, earthquake, flood and other natural disasters; and
•power loss.
Although we generally back up our client databases hourly, store our data in more than one geographically distinct
location at least weekly and perform real-time mirroring of data to disaster recovery locations, we do not currently
offer immediate access to disaster recovery locations in the event of a disaster or major outage. Thus, in the event of
any of the factors described above, or certain other failures of our computing infrastructure, clients may not be able to
access their data for 24 hours or more. There is a remote chance that client data from recent transactions may be
permanently lost or otherwise compromised. Moreover, some of our agreements include performance guarantees and
service level standards that obligate us to provide credits, or refunds or termination rights in the event of a significant
disruption in our SaaS hosting network infrastructure or other technical problems that relate to the functionality or
design of our solutions.
We rely on third-party computer hardware and software that may be difficult to replace or could cause errors in or
failures of our service.
In addition to the software we develop, we rely on computer hardware, purchased or leased, and software licensed
from third parties in order to deliver our solutions. This hardware and software may not continue to be available on
commercially reasonable terms, if at all. Any loss of the right to use any of this hardware or software could result in
delays in our ability to provide our solutions until equivalent technology is either developed by us or, if available,
identified, obtained and integrated. In addition, errors or defects in third-party hardware or software used in our
solutions could result in errors or a failure of our solutions, which could harm our business. Moreover, we utilize
self-managed, co-location facilities. If our co-location facilities do not scale and support our continued growth on a
more cost-effective basis than a fully managed third-party environment, our business may be negatively impacted.
Defects in our solutions could affect our reputation, result in significant costs to us, and impair our ability to sell our
solutions and related services.
Defects in our solutions could adversely affect our reputation, result in significant costs to us, and impair our ability to
sell our solutions in the future. The costs incurred in correcting any solution defects may be substantial and could
adversely affect our operating results. Although we continually test our solutions for defects and work with clients
through our client support organization to identify and correct errors, defects in our solutions are likely to occur in the
future. Any defects that cause interruptions to the availability of our solutions could result in:
•lost or delayed market acceptance and sales of our solutions;
•early termination of client agreements or loss of clients;
•credits or refunds to clients;
•product liability suits against us;
•diversion of development resources;
•injury to our reputation; and
•increased maintenance and warranty costs.
While our client agreements typically contain limitations and disclaimers that purport to limit our liability for damages
related to defects in our solutions, such limitations and disclaimers may not be enforced by a court or other tribunal or
otherwise effectively protect us from such claims.
If we fail to manage our SaaS hosting network infrastructure capacity, our existing clients may experience service
outages and our new clients may experience delays in the deployment of our talent management solutions.
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We have experienced significant growth in the number of users, transactions and data that our hosting infrastructure
supports. We seek to maintain sufficient excess capacity in our SaaS hosting network infrastructure to meet the needs
of all of
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our clients. We also seek to maintain excess capacity to facilitate the rapid provision of new client deployments and
the expansion of existing client deployments. However, the provision of new hosting infrastructure requires
significant lead time. If we do not accurately predict our infrastructure capacity requirements, our existing clients may
experience service outages that may subject us to financial penalties, financial liabilities and client losses. If our
hosting infrastructure capacity fails to keep pace with increased sales, clients may experience delays as we seek to
obtain additional capacity, which could harm our reputation and adversely affect our revenue growth.
Our growth depends in part on the success of our strategic relationships with third parties.
We anticipate that we will continue to depend on various third-party relationships in order to grow our business. In
addition to growing our indirect sales channels, we intend to pursue additional relationships with other third parties,
such as technology and content providers and implementation consultants. Identifying, negotiating and documenting
relationships with third parties require significant time and resources, as does integrating third-party content and
technology. Our agreements with distributors and providers of technology, content and consulting services are
typically non-exclusive, do not prohibit them from working with our competitors or from offering competing services
and generally do not have minimum purchase commitments. Our competitors may be effective in providing incentives
to third parties to favor their products or services or to prevent or reduce subscriptions to our solutions. In addition,
these distributors and providers may not perform as expected under our agreements, and we have had, and may in the
future have, disagreements or disputes with such distributors and providers, which could negatively affect our brand
and reputation. A global economic slowdown could also adversely affect the businesses of our distributors, and it is
possible that they may not be able to devote the resources we expect to our relationships with such distributors.
If we are unsuccessful in establishing or maintaining our relationships with these third parties, our ability to compete
in the marketplace or to grow our revenue could be impaired and our operating results could suffer. Even if we are
successful, we cannot assure you that these relationships will result in improved operating results.
Failure to effectively expand our direct sales teams and develop and expand our indirect sales channel will impede our
growth.
We will need to continue to expand our sales and marketing infrastructure in order to grow our client base and our
business. We plan to significantly expand our direct sales teams and engage additional third-party distributors, both
domestically and internationally. Identifying, recruiting and training these people and entities will require significant
time, expense and attention. Our business will be seriously harmed and our financial resources will be wasted if our
efforts to expand our direct and indirect sales channels do not generate a corresponding increase in revenue. In
particular, if we are unable to hire, develop and retain talented sales personnel or if our new direct sales personnel are
unable to achieve expected productivity levels in a reasonable period of time, we may not be able to significantly
increase our revenue and grow our business.
If we fail to retain key employees and recruit qualified technical and sales personnel, our business could be harmed.
We believe that our success depends on the continued employment of our senior management and other key
employees, such as our chief executive officer. In addition, because our future success is dependent on our ability to
continue to enhance and introduce new software and services, we are heavily dependent on our ability to attract and
retain qualified engineers with the requisite education, background and industry experience. As we expand our
business, our continued success will also depend, in part, on our ability to attract and retain qualified sales, marketing
and operational personnel capable of supporting a larger and more diverse client base. The loss of the services of a
significant number of our engineers or sales people could be disruptive to our development efforts or business
relationships. In addition, if any of our key employees joins a competitor or decides to otherwise compete with us, we
may experience a material disruption of our operations and development plans, which may cause us to lose clients or
increase operating expenses as the attention of our remaining senior managers is diverted to recruit replacements for
the departed key employees.
In cases where we are asked by clients to deploy our solutions on their behalf, failure to effectively manage such client
deployments by us or our third-party service providers could adversely impact our business.
Clients have the option of implementing our solutions themselves or relying on us to do so on their behalf. In cases
where we are asked to deploy a solution for a client, we need to have a substantial understanding of such client’s
business so that we can configure the solution in a manner that complements its existing business processes and
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integrates the solution into its existing systems. It may be difficult for us to manage the timeliness of these
deployments and the allocation of personnel and resources by us or our clients. In certain situations, we also work
with third-party service providers in the deployment of our solutions, and we may experience difficulties managing
such third parties. Failure to successfully manage client deployments by us or our third-party service providers could
harm our reputation and cause us to lose existing clients, face potential client disputes or limit the rate at which new
clients purchase our solutions.
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Because we recognize revenue from client subscriptions over the term of the agreement, a significant downturn in our
business may not be immediately reflected in our operating results.
Generally, we recognize revenue from subscription agreements monthly over the terms of these agreements, which is
typically three years for our core solution. As a result, a significant portion of the revenue we report in each quarter is
generated from client agreements entered into during previous periods. Consequently, a decline in new or renewed
subscriptions in any one quarter may not impact our revenue and financial performance in that quarter, but will
negatively affect our revenue and financial performance in future quarters. If a number of contracts expire and are not
renewed in the same quarter, our revenue will decline significantly in that quarter and subsequent quarters. In
addition, we may be unable to adjust our fixed costs in response to reduced revenue. Accordingly, the effect of
significant declines in sales and market acceptance of our solutions may not be reflected in our short-term results of
operations.
Because we generally recognize subscription revenue from our clients over the terms of their agreements but incur
most costs associated with generating such agreements upfront, rapid growth in our client base may put downward
pressure on our operating income in the short term.
The expenses associated with generating client agreements are generally incurred up front but the resulting
subscription revenue is generally recognized over the life of the agreements; therefore, increased growth in the
number of our clients will result in our recognition of more costs than revenue during the early periods covered by
such agreements, even in cases where the agreements are expected to be profitable for us over their full terms.
Certain of our operating results and financial metrics are difficult to predict as a result of seasonality.
We have historically experienced seasonality in terms of when we enter into client agreements for our solutions. We
sign a significantly higher percentage of agreements with new clients, and renewal agreements with existing clients, in
the fourth quarter of each year and a significant portion of these agreements are signed during the last month, and with
respect to each quarter, often the last two weeks of the quarter. This seasonality is reflected to a much lesser extent,
and sometimes is not immediately apparent, in our revenue, due to the fact that we generally recognize subscription
revenue over the term of the client agreement, which is generally three years. We expect this seasonality to continue,
in the future, which may cause fluctuations in certain of our operating results and financial metrics, and thus
difficulties in predictability.
Integrated, comprehensive SaaS solutions such as ours represent a relatively recent approach to addressing
organizations’ talent management challenges, and we may be forced to change the prices we charge for our solutions,
or the pricing model upon which they are based, as the market for these types of solutions evolves.
Providing organizations with applications to address their talent management challenges through integrated,
comprehensive SaaS solutions is a developing market. The market for these solutions is therefore still evolving, and
competitive dynamics may cause pricing levels, as well as pricing models generally, to change, as the market matures
and as existing and new market participants introduce new types of solutions and different approaches to enable
organizations to address their talent management needs. As a result, we may be forced to reduce the prices we charge
for our solutions or the pricing model on which they are based, and may be unable to renew existing client agreements
or enter into new client agreements at the same prices and upon the same terms that we have historically, which could
have a material adverse effect on our revenue, gross margin and other operating results.
Existing or future laws and regulations relating to privacy or data security could increase the cost of our solutions and
subject us or our clients to litigation, regulatory investigations and other potential liabilities.
Our talent management solutions enable our clients to collect, manage and store a wide range of data related to every
phase of the employee performance and management cycle. The United States and various state governments have
adopted or proposed limitations on the collection, distribution and use of personal information. Several foreign
jurisdictions, including the European Union and the United Kingdom, China, Korea, Japan, Singapore, Australia and
India, have adopted legislation (including directives or regulations) that increase or change the requirements
governing data collection and storage in these jurisdictions. If our privacy or data security measures fail to comply
with current or future laws and regulations, we may be subject to litigation, regulatory investigations or other
liabilities. Moreover, if future laws and regulations limit our clients’ ability to use and share employee data or our
ability to store, process and share data with our clients over the Internet, demand for our solutions could decrease, our
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costs could increase, and our results of operations and financial condition could be harmed.
Evolving regulation of the Internet or changes in the infrastructure underlying the Internet may adversely affect our
financial condition by increasing our expenditures and causing client dissatisfaction.
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As Internet commerce continues to evolve, regulation by federal, state or foreign agencies may increase. We are
particularly sensitive to these risks because the Internet is a critical component of our business model. In addition,
taxation of services provided over the Internet or other charges imposed by government agencies or by private
organizations for accessing the Internet may also be imposed. Legislation has been proposed that may impact the way
that Internet service providers treat Internet traffic. The outcome of such proposals is uncertain but certain outcomes
may negatively impact our business or increase our operating costs. Any regulation imposing greater fees for Internet
use or restricting information exchanged over the Internet could result in a decline in the use of the Internet and the
viability of Internet-based services, which could harm our business.
In addition, the rapid and continual growth of traffic on the Internet has resulted at times in slow connection and
download speeds among Internet users. Our business expansion may be harmed if the Internet infrastructure cannot
handle our clients’ demands or if hosting capacity becomes insufficient. If our clients become frustrated with the speed
at which they can utilize our solutions over the Internet, our clients may discontinue the use of our talent management
solutions and choose not to renew their contracts with us.
We currently have a limited number of international offices and are expanding our international operations.
Additionally, we do not have substantial experience in all international markets and may not achieve the results that
we expect.
We currently have international offices in Australia, France, Germany, Hong Kong, India, Israel, Italy, New Zealand,
Spain and the United Kingdom, and we may expand our international operations into other countries in the future.
International operations involve a variety of risks, including:

•unexpected changes in regulatory requirements, taxes, trade laws, tariffs, export quotas, custom duties or other trade
restrictions;
•differing labor regulations;
•regulations relating to data security and the unauthorized use of, or access to, commercial and personal information;
•greater difficulty in supporting and localizing our products;
•changes in a specific country’s or region’s political or economic conditions;

•challenges inherent in efficiently managing an increased number of employees over large geographic distances,
including the need to implement appropriate systems, controls, policies, benefits and compliance programs;
•limited or unfavorable intellectual property protection; and
•restrictions on repatriation of earnings.
We have less significant experience in marketing, selling and supporting our products and services abroad. Our less
significant experience in operating our business internationally increases the risk that any potential future expansion
efforts that we may undertake will not be successful. If we invest substantial time and resources to expand our
international operations and are unable to do so successfully and in a timely manner, our business and operating
results will suffer.
If we fail to develop our brand cost-effectively, our business may suffer.
We believe that developing and maintaining awareness of the Cornerstone OnDemand brand in a cost-effective
manner is critical to achieving widespread acceptance of our existing and future solutions and is an important element
in attracting new clients. Furthermore, we believe that the importance of brand recognition will increase as
competition in our market increases. Successful promotion of our brand will depend largely on the effectiveness of
our marketing efforts and on our ability to provide reliable and useful services at competitive prices. In the past, our
efforts to build our brand have involved significant expenses. Brand promotion activities may not yield increased
revenue, and even if they do, any increased revenue may not offset the expenses we incurred in building our brand. In
addition, the Cornerstone OnDemand Foundation shares our company name and any negative perceptions of any kind
about the Foundation could adversely affect our brand and reputation. If we fail to successfully promote and maintain
our brand, or incur substantial expenses in an unsuccessful attempt to promote and maintain our brand, we may fail to
attract enough new clients or retain our existing clients to the extent necessary to realize a sufficient return on our
brand-building efforts, and our business could suffer.
We face risks associated with our sales to governmental entities.
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Sales to governmental entities currently account for a small portion of our revenue, but we may increase sales to such
entities in the future. The risks associated with doing business with governmental entities include, but are not limited
to, the following:

•Selling to governmental entities can be more competitive, expensive and time-consuming than selling to private
entities;
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•
Governmental entities may have significant leverage in negotiations, thereby enabling such entities to demand
contract terms that differ from what we generally agree to in our standard agreements, including, for example, most
favored nation clauses and terms allowing contract termination for convenience;

•
Government demand and payment for our solutions may be influenced by public sector budgetary cycles and funding
authorizations, with funding reductions or delays having an adverse impact on public sector demand for our solutions;
and

•
Government contracts are generally subject to audits and investigations, which we have no experience with, including
termination of contracts, refund of a portion of fees received, forfeiture of profits, suspension of payments, fines and
suspensions or debarment from future government business.
While our experience dealing with governmental entities has so far been limited, to the extent that we become more
reliant on contracts with government clients in the future, our exposure to such risks could increase, which, in turn,
could adversely impact our business.
If for any reason we are not able to develop enhancements and new features, keep pace with technological
developments or respond to future disruptive technologies, our business will be harmed.
Our future success will depend on our ability to adapt and innovate. To attract new clients and increase revenue from
existing clients, we will need to enhance and improve our existing solutions and introduce new features. The success
of any enhancement or new feature depends on several factors, including timely completion, introduction and market
acceptance. If we are unable to successfully develop or acquire new features or clouds or enhance our existing
solutions to meet client needs, our business and operating results will be adversely affected.
In addition, because our solutions are designed to operate on a variety of network, hardware and software platforms
using Internet tools and protocols, we will need to continuously modify and enhance our solutions to keep pace with
changes in internet-related hardware, software, communication, browser and database technologies. If we are unable
to respond in a timely and cost-effective manner to these rapid technological developments, our solutions may become
less marketable and less competitive or obsolete, and our operating results may be negatively impacted.
Finally, our ability to grow is subject to the risk of future disruptive technologies. If new technologies emerge that are
able to deliver talent management solutions at lower prices, more efficiently or more conveniently, such technologies
could adversely impact our ability to compete.
We might require additional capital to support business growth, and this capital might not be available on acceptable
terms, if at all.
We intend to continue to make investments to support our business growth and may require additional funds to
respond to business challenges, including the need to develop new features or enhance our existing solutions, improve
our operating infrastructure or acquire complementary businesses and technologies. Accordingly, we may need to
engage in equity or debt financings to secure additional funds. If we raise additional funds through issuances of equity
or debt securities, our existing stockholders could suffer significant dilution, and any new equity securities we issue
could have rights, preferences and privileges superior to those of holders of our common stock. Any debt financing
secured by us in the future could involve restrictive covenants relating to our capital raising activities and other
financial and operational matters, which may make it more difficult for us to obtain additional capital and to pursue
business opportunities, including potential acquisitions. In addition, we may not be able to obtain additional financing
on terms favorable to us, if at all. If we are unable to obtain adequate financing or financing on terms satisfactory to
us, when we require it, our ability to continue to support our business growth and to respond to business challenges
could be significantly impaired.

If we fail to adequately protect our proprietary rights, our competitive advantage and brand could be impaired and we
may lose valuable assets, generate reduced revenue and incur costly litigation to protect our rights.
Our success is dependent, in part, upon protecting our proprietary technology. We rely on a combination of patents,
copyrights, trademarks, service marks, trade secret laws and contractual restrictions to establish and protect our
proprietary rights in our products and services. However, the steps we take to protect our intellectual property may be
inadequate. We will not be able to protect our intellectual property if we are unable to enforce our rights or if we do
not detect unauthorized use of our intellectual property. Despite our precautions, it may be possible for unauthorized
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third parties to copy our products and use information that we regard as proprietary to create products and services
that compete with ours. Some license provisions protecting against unauthorized use, copying, transfer and disclosure
of our licensed products may be unenforceable under the laws of certain jurisdictions and foreign countries. Further,
the laws of some countries do not protect proprietary rights to the same extent as the laws of the United States. To the
extent we expand our international activities, our exposure to unauthorized
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copying and use of our products and proprietary information may increase. We enter into confidentiality and invention
assignment agreements with our employees and consultants and enter into confidentiality agreements with the parties
with whom we have strategic relationships and business alliances. These agreements may not be effective in
controlling access to and distribution of our products and proprietary information. Further, these agreements do not
prevent our competitors from independently developing technologies that are substantially equivalent or superior to
our solutions. Litigation brought to protect and enforce our intellectual property rights could be costly, time
consuming and distracting to management and could result in the impairment or loss of portions of our intellectual
property. If we fail to secure, protect and enforce our intellectual property rights, we may lose valuable assets,
generate reduced revenue and incur costly litigation to protect our rights, which could seriously harm our brand and
adversely impact our business.

We may be sued by third parties for alleged infringement of their proprietary rights or may find it necessary to enter
into licensing arrangements with third parties to settle or forestall such claims, either of which could have a material
adverse effect on our results of operations and financial condition.
There is considerable patent and other intellectual property development activity in our industry. Our success depends
in part upon our not infringing the intellectual property rights of others. However, our competitors, as well as a
number of other entities and individuals, may own or claim to own intellectual property relating to our industry or, in
some cases, our technology or products. From time to time, such third parties may claim that we are infringing their
intellectual property rights, and we may actually be found to be infringing such rights. Moreover, we may be subject
to claims of infringement with respect to technology that we acquire or license from third parties. The risk that we
could be subject to infringement claims is increasing as the number of products and companies competing with our
solutions grows. Any claims or litigation could require the commitment of substantial time and resources and, if
successfully asserted against us, could require that we pay substantial damages or ongoing royalty or licensing
payments, indemnify our clients, distributors or other third parties, modify or discontinue the sale of our products, or
refund fees, any of which would deplete our resources and adversely impact our business. We have in the past
obtained, and may in the future obtain, licenses from third parties to forestall or settle potential claims that our
products and technology infringe the intellectual property rights of others. Discussions and negotiations with such
third parties, whether successful or unsuccessful, could result in substantial costs and the diversion of management
resources, either of which could seriously harm our business.
Indemnity provisions in various agreements potentially expose us to substantial liability for intellectual property
infringement and other losses.
Our agreements with clients and other third parties may include indemnification provisions under which we agree to
indemnify them for losses suffered or incurred as a result of claims of intellectual property infringement, damages
caused by us to property or persons, or other liabilities relating to or arising from our products, services, or other
contractual obligations. The term of these indemnity provisions generally survives termination or expiration of the
applicable agreement. Large indemnity payments could harm our business, operating results and financial condition.
From time to time, we are requested by clients to indemnify them for breach of confidentiality with respect to personal
data. Although we normally do not agree to, or contractually limit our liability with respect to, such requests, the
existence of such a dispute with a client may have adverse effects on our client relationships and reputation.
We use open source software in our products, which could subject us to litigation or other actions.
We use open source software in our products and may use more open source software in the future. From time to time,
there have been claims challenging the ownership of open source software against companies that incorporate open
source software into their products. As a result, we could be subject to suits by parties claiming ownership of what we
believe to be open source software. Litigation could be costly for us to defend, have a negative effect on our operating
results and financial condition or require us to devote additional research and development resources to change our
products. In addition, if we were to combine our proprietary software products with open source software in a certain
manner, we could, under certain of the open source licenses, be required to release the source code of our proprietary
software products. If we inappropriately use open source software, we may be required to re-engineer our products,
discontinue the sale of our products or take other remedial actions.
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We are subject to governmental export and import controls that could impair our ability to compete in international
markets due to licensing requirements and subject us to liability if we are not in full compliance with applicable laws.
Our solutions are subject to export controls, including the Commerce Department’s Export Administration Regulations
and various economic and trade sanctions regulations established by the Treasury Department’s Office of Foreign
Assets Controls, and exports of our solutions must be made in compliance with these laws. If we fail to comply with
these U.S. export control laws and import laws, including U.S. Customs regulations, we and certain of our employees
could be subject to
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substantial civil or criminal penalties, including the possible loss of export or import privileges; fines, which may be
imposed on us and responsible employees or managers; and, in extreme cases, the incarceration of responsible
employees or managers. In addition, if our distributors fail to obtain appropriate import, export or re-export licenses or
authorizations, we may also be adversely affected through reputational harm and penalties. Obtaining the necessary
authorizations, including any required license, for a particular sale may be time-consuming and is not guaranteed, and
may result in the delay or loss of sales opportunities. Furthermore, the U.S. export control laws and economic
sanctions laws prohibit the shipment of certain products and services to U.S. embargoed or sanctioned countries,
governments and persons. Even though we take precautions to prevent our solutions from being shipped or provided
to U.S. sanctions targets, our solutions and services could be shipped to those targets or provided by our distributors
despite such precautions. Any such shipment could have negative consequences, including government investigations,
penalties and reputational harm. In addition, various countries regulate the import of certain encryption technology,
including through import permitting or licensing requirements, and have enacted laws that could limit our ability to
distribute our solutions or could limit our clients’ ability to implement our solutions in those countries. Changes to our
solutions or changes in export and import regulations may create delays in the introduction and sale of our solutions in
international markets, prevent our clients with international operations from deploying our solutions or, in some cases,
prevent the export or import of our solutions to certain countries, governments or persons altogether. Any change in
export or import regulations, economic sanctions or related laws, shift in the enforcement or scope of existing
regulations, or change in the countries, governments, persons or technologies targeted by such regulations, could
result in decreased use of our solutions, or in our decreased ability to export or sell our solutions to existing or
potential clients with international operations. Any decreased use of our solutions or limitation on our ability to export
or sell our solutions would likely adversely affect our business, financial condition and results of operations.
Fluctuations in the exchange rate of foreign currencies could result in foreign currency gains and losses.
We currently have foreign sales denominated in Australian Dollars, Canadian Dollars, Euros, Great British Pounds,
Indian Rupees, Japanese Yen, New Zealand Dollars, Singapore Dollars, and South African Rand and may in the future
have sales denominated in the currencies of additional countries. In addition, we incur a portion of our operating
expenses in Great British Pounds and Euros and, to a much lesser extent, in Australian Dollars, Canadian Dollars,
Danish Krone, Indian Rupees, Israeli New Shekels, New Zealand Dollars, and Swedish Krona. Any fluctuation in the
exchange rate of these foreign currencies may negatively impact our business, financial condition and operating
results. We have not previously engaged in foreign currency hedging. If we decide to hedge our foreign currency
exposure, we may not be able to hedge effectively due to lack of experience, unreasonable costs or illiquid markets.
We are exposed to fluctuations in the market values of our investments and in interest rates, either of which could
impair the market value of our investments and harm our financial results.
At December 31, 2012, we had $76.4 million in cash and cash equivalents, which primarily consisted of money
market funds backed by United States Treasury Bills. In the future, we may invest in short-term marketable securities
with maturities of up to one year. Investments are subject to general credit, liquidity, market and interest rate risks,
which have been exacerbated by unusual events such as the financial and credit crisis, bankruptcy filings in the United
States and the recent debt-ceiling debate, which in turn have affected various sectors of the financial markets and led
to global credit and liquidity issues.
Because the market value of fixed-rate debt securities may be adversely impacted by a rise in interest rates, our future
investment income may fall short of expectations if interest rates rise. In addition, we may suffer losses if we are
forced to sell securities that have experienced a decline in market value because of changes in interest rates. Currently,
we do not use financial derivatives to hedge our interest rate exposure.
The fair value of investments may change significantly due to events and conditions in the credit and capital markets.
Any investment securities that we hold, or the issuers of such securities, could be subject to review for possible
downgrade. Any downgrade in these credit ratings may result in an additional decline in the estimated fair value of
our investments. Changes in the various assumptions used to value these securities and any increase in the perceived
market risk associated with such investments may also result in a decline in estimated fair value.
In the event of adverse conditions in the credit and capital markets, and to the extent we make future investments, our
investment portfolio may be impacted, and we could determine that some or all of our investments experienced an
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other-than-temporary decline in fair value, requiring impairment, which could adversely impact our financial position
and operating results.
Changes in financial accounting standards or practices may cause adverse, unexpected financial reporting fluctuations
and affect our reported results of operations.
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A change in accounting standards or practices can have a significant effect on our reported results and may even affect
our reporting of transactions completed before the change is effective. New accounting pronouncements and varying
interpretations of accounting pronouncements have occurred and may occur in the future. Changes to existing rules or
the questioning of current practices may adversely affect our reported financial results or the way we conduct our
business. For example, we retrospectively adopted the amended guidance for revenue recognition for arrangements
with multiple deliverables on January 1, 2009, which had a material impact on our financial position and results of
operations.
Risks Related to Tax Issues
We are a multinational organization faced with increasingly complex tax issues in many jurisdictions, and we could be
obligated to pay additional taxes in various jurisdictions.
As a multinational organization, we are subject to taxation in several jurisdictions around the world with increasingly
complex tax laws, the application of which can be uncertain. The amount of taxes we pay in these jurisdictions could
increase substantially as a result of changes in the applicable tax principles, including increased tax rates, new tax
laws or revised interpretations of existing tax laws and precedents, which could have a material adverse effect on our
liquidity and results of operations. In addition, the authorities in these jurisdictions could review our tax returns and
impose additional tax, interest and penalties, and the authorities could claim that various withholding requirements
apply to us or our subsidiaries or assert that benefits of tax treaties are not available to us or our subsidiaries, any of
which could have a material impact on us and the results of our operations.
Taxing authorities could reallocate our taxable income among our subsidiaries, which could increase our consolidated
tax liability.
We conduct operations worldwide through subsidiaries in various tax jurisdictions pursuant to transfer pricing
arrangements between our subsidiaries. If two or more affiliated companies are located in different countries, the tax
laws or regulations of each country generally will require that transfer prices be the same as those between unrelated
companies dealing at arms’ length and that contemporaneous documentation is maintained to support the transfer
prices. While we believe that we operate in compliance with applicable transfer pricing laws and intend to continue to
do so, our transfer pricing procedures are not binding on applicable tax authorities. If tax authorities in any of these
countries were to successfully challenge our transfer prices as not reflecting arm’s length transactions, they could
require us to adjust our transfer prices and thereby reallocate our income to reflect these revised transfer prices, which
could result in a higher tax liability to us. In addition, if the country from which the income is reallocated does not
agree with the reallocation, both countries could tax the same income, resulting in double taxation. If tax authorities
were to allocate income to a higher tax jurisdiction, subject our income to double taxation or assess interest and
penalties, it would increase our consolidated tax liability, which could adversely affect our financial condition, results
of operations and cash flows.
Our ability to use net operating loss carryforwards to reduce future tax payments may be limited if we experience a
change in ownership, or if taxable income does not reach sufficient levels.
Under Section 382 of the Internal Revenue Code of 1986, as amended, if a corporation undergoes an “ownership
change” (generally defined as a greater than 50% change (by value) in its equity ownership over a three year period),
the corporation’s ability to use its pre-change net operating loss carryforwards and other pre-change tax attributes (such
as research tax credits) to offset its post-change income may be limited. We may experience ownership changes in the
future and subsequent shifts in our stock ownership. As a result, we may be limited in the portion of net operating loss
carryforwards that we can use in the future to offset taxable income for U.S. Federal income tax purposes.
Risks Related to Ownership of our Common Stock
An active trading market for our common stock may not be sustained, and the trading price of our common stock may
be volatile.
Our shares of common stock began trading on the NASDAQ Global Market on March 17, 2011. Given the limited
trading history of our common stock, there is a risk that an active trading market for our common stock will not be
sustained, which could put downward pressure on the market price of our common stock and thereby affect the ability
of our stockholders to sell their shares. In addition, the trading price of our common stock has at times been volatile
and could continue to be subject to significant fluctuations in response to various factors, some of which are beyond
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our control. For example, after opening at $13.00 per share upon the commencement of our initial public offering, our
common stock has experienced an intra-day trading high of $34.13 per share and an intra-day trading low of $11.50
per share. In addition, the stock market in general, and the market for technology companies in particular, has
experienced extreme price and volume fluctuations that have often been unrelated or disproportionate to the operating
performance of the companies operating in such markets. The market price
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of our common stock may be similarly volatile, and investors in our common stock may experience a decrease in the
value of their shares, including as a result of factors unrelated to our operating performance and prospects. The price
of our common stock could be subject to wide fluctuations in response to a number of factors, including:
•our operating performance and the performance of other similar companies;
•the overall performance of the equity markets;
•developments with respect to intellectual property rights;

•publication of unfavorable research reports about us or our industry or withdrawal of research coverage by securities
analysts;
•speculation in the press or investment community;
•the size of our public float;
•natural disasters or terrorist acts;

•announcements by us or our competitors of significant contracts, new technologies, acquisitions, commercial
relationships, joint ventures or capital commitments; and
•global economic, legal and regulatory factors unrelated to our performance.
If securities or industry analysts do not publish research or publish misleading or unfavorable research about our
business, our stock price and trading volume could decline.
The trading market for our common stock depends in part on the research and reports that securities or industry
analysts publish about us or our business. If one or more of the analysts who covers us downgrade our stock or publish
incorrect or unfavorable research about our business, our stock price would likely decline. In addition, if one or more
of these analysts cease coverage of our company or fail to publish reports on us regularly, demand for our stock could
decrease, which could cause our stock price or trading volume to decline.
We incur significant costs and demands upon management as a result of complying with the laws and regulations
affecting public companies, which could adversely affect our operating results.
As a newly public company, we incur significant legal, accounting and other expenses that we did not incur as a
private company, including costs associated with public company reporting and corporate governance requirements.
These requirements include compliance with Section 404 and other provisions of the Sarbanes-Oxley Act, as well as
rules implemented by the Securities and Exchange Commission, or SEC, and the NASDAQ Global Market. Our
management team is adapting to the requirements of being a public company. If these requirements divert our
management’s attention from other business concerns, they could have a material adverse effect on our business,
prospects, financial condition and operating results. In addition, complying with these rules and regulations has
substantially increased our legal and financial compliance expenses, has made some activities more time-consuming
and costly, and may in the future require us to reduce costs in other areas of our business or increase the prices of our
solutions, which could negatively impact our business.
Our principal stockholders have a controlling influence over our business affairs and may make business decisions
with which our stockholders disagree and which may adversely affect the value of our stockholders’ investment.
As of December 31, 2012, our executive officers and directors beneficially owned, in the aggregate, approximately
23% of our outstanding common stock. As a result, if some of these persons or entities act together, they will have the
ability to significantly influence matters submitted to our stockholders for approval, including the election and
removal of directors, amendments to our certificate of incorporation and bylaws and the approval of any business
combination. This concentration of ownership may also have the effect of delaying or preventing a change of control
of our company or discouraging others from making tender offers for our shares, which could prevent our
stockholders from receiving a premium for their shares.
The issuance of additional stock in connection with acquisitions, our stock incentive plans, warrants or otherwise will
dilute all other stockholdings.
Our certificate of incorporation authorizes us to issue up to 1,000,000,000 shares of common stock and up to
50,000,000 shares of preferred stock with such rights and preferences as may be determined by our board of directors.
Subject to compliance with applicable rules and regulations, we may issue all of these shares that are not already
outstanding without any action or approval by our stockholders. We intend to continue to evaluate strategic
acquisitions in the future. We may pay for such acquisitions, partly or in full, through the issuance of additional
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equity. For example, in our recent acquisition of Sonar Limited, we issued an aggregate of 46,694 shares of our
common stock. Any issuance of shares in connection with our acquisitions, the exercise of stock options or warrants,
the vesting of restricted stock units or otherwise would dilute the percentage ownership held by existing investors.
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We do not expect to declare any dividends in the foreseeable future.
We do not anticipate declaring any cash dividends to holders of our common stock in the foreseeable future. In
addition, our existing credit facility prohibits us from paying cash dividends, and any future financing agreements may
prohibit us from paying any type of dividends. Consequently, investors may need to sell all or part of their holdings of
our common stock after price appreciation, which may never occur, as the only way to realize any future gains on their
investment. Investors seeking cash dividends should not purchase our common stock.
Anti-takeover provisions in our charter documents and Delaware law may delay or prevent an acquisition of our
company.
Our certificate of incorporation, bylaws and Delaware law contain provisions that may have the effect of delaying or
preventing a change in control of us or changes in our management. Our certificate of incorporation and bylaws
include provisions that:

• authorize “blank check” preferred stock, which could be issued by the board without stockholder approval and
may contain voting, liquidation, dividend and other rights superior to our common stock;

•create a classified board of directors whose members serve staggered three-year terms;

•specify that special meetings of our stockholders can be called only by our board of directors, the chairperson of the
board, the chief executive officer or the president;

•establish an advance notice procedure for stockholder approvals to be brought before an annual meeting of our
stockholders, including proposed nominations of persons for election to our board of directors;
•provide that our directors may be removed only for cause;

•provide that vacancies on our board of directors may be filled only by a majority of directors then in office, even
though less than a quorum;
•specify that no stockholder is permitted to cumulate votes at any election of directors; and

•require supermajority votes of the holders of our common stock to amend specified provisions of our charter
documents.
These provisions, alone or together, could delay or prevent hostile takeovers and changes in control or changes in our
management.
In addition, because we are incorporated in Delaware, we are governed by the provisions of Section 203 of the
Delaware General Corporation Law, which limits the ability of stockholders owning in excess of 15% of our
outstanding voting stock to merge or combine with us.
Any provision of our certificate of incorporation or bylaws or Delaware law that has the effect of delaying or deterring
a change in control could limit the opportunity for our stockholders to receive a premium for their shares of our
common stock, and could also affect the price that some investors are willing to pay for our common stock.
To the extent that our pre-tax income or loss becomes relatively modest, our ability to conclude that a control
deficiency is not a material weakness or that an accounting error does not require a restatement could be adversely
affected.
Under the Sarbanes-Oxley Act of 2002, our management is required to assess the impact of control deficiencies based
upon both quantitative and qualitative factors, and depending upon that analysis we classify such identified
deficiencies as either a control deficiency, significant deficiency or a material weakness. One element of our analysis
of the significance of any control deficiency is its actual or potential financial impact. This assessment will vary
depending on our level of pre-tax income or loss. For example, a smaller pre-tax income or loss will increase the
likelihood of a quantitative assessment of a control deficiency as a significant deficiency or material weakness.
To the extent that our pre-tax income or loss is relatively small, if management or our independent registered public
accountants identify an error in our interim or annual financial statements, it is more likely that such an error may be
determined to be a material weakness or be considered a material error that could, depending upon the complete
quantitative and qualitative analysis, result in our having to restate previously issued financial statements.

Item 1B. Unresolved Staff Comments
Not applicable.
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Item 2. Properties
Our principal offices are located in Santa Monica, California, where we occupy approximately 53,000 square feet of
office space under one operating lease that expires in January 2019. On September 1, 2013, we will occupy
approximately 16,000 square feet of additional office space under our principal office lease in Santa Monica. We have
additional established offices in Auckland, Hong Kong, London, Mumbai, Munich, Madrid, Paris, Rome, Sydney and
Tel Aviv to support our international operations. We believe that our facilities are adequate for our current needs and
that suitable additional or substitute space will be available as needed to accommodate planned expansion of our
operations. We also lease space in various locations throughout the United States for local sales and professional
services personnel. Our foreign subsidiaries lease office space for their operations, including their local sales and
professional services personnel.

Item 3. Legal Proceedings
From time to time, we are involved in a variety of claims, suits, investigations and proceedings arising from the
ordinary course of our business, including actions with respect to intellectual property claims, breach of contract
claims, labor and employment claims, tax and other matters. Although claims, suits, investigations and proceedings
are inherently uncertain and their results cannot be predicted with certainty, we believe that the resolution of our
current pending matters will not have a material adverse effect on our business, consolidated financial position, results
of operations or cash flow. Regardless of the outcome, litigation can have an adverse impact on us because of defense
costs, diversion of management resources and other factors. In addition, it is possible that an unfavorable resolution of
one or more such proceedings could in the future materially and adversely affect our financial position, results of
operations or cash flows in a particular period.

Item 4. Mine Safety Disclosures
Not applicable.

PART II

Item 5.Market for the Registrant's Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities

Market for Our Common Stock and Related Stockholder Matters
Our common stock has been traded on the NASDAQ Global Market under the symbol “CSOD” since March 17, 2011.
Prior to that time, there was no public market for our common stock. The following table sets forth for the periods
indicated the high and low closing sale prices for our common stock as reported on the NASDAQ Global Market.

Fiscal 2011 Fiscal 2012
High Low High Low

First Quarter (from March 17, 2011) $19.07 $17.94 $22.13 $17.58
Second Quarter 22.74 17.39 23.81 18.26
Third Quarter 19.48 12.13 30.94 22.33
Fourth Quarter 18.75 12.44 32.33 26.03
Holders of Record
As of January 31, 2013 there were 48 holders of record of our common stock. Because many of our shares of common
stock are held of record by brokers and other institutions on behalf of stockholders, we are unable to estimate the total
number of stockholders represented by such record holders.
Dividend Policy
We have never declared or paid, and do not anticipate declaring or paying, any cash dividends on our common stock.
Any future determination as to the declaration and payment of dividends will be at the discretion of our board of
directors and will depend on then-existing conditions, including our financial condition, operating results, contractual
restrictions, capital requirements, business prospects and other factors our board of directors may deem relevant.
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Currently, our credit agreement with Silicon Valley Bank prohibits our payment of dividends.
STOCK PRICE PERFORMANCE GRAPH
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This performance graph shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934,
as amended (the Exchange Act), or incorporated by reference into any filing of Cornerstone OnDemand, Inc. under
the Securities Act of 1933, as amended, or the Exchange Act, except as shall be expressly set forth by specific
reference in such filing.
The following graph compares (i) the cumulative total stockholder return on our common stock from March 17, 2011
through December 31, 2012 with (ii) the cumulative total return of the NASDAQ Global Market Index and (iii) the
NASDAQ Computer & Data Processing Index over the same period, assuming the investment of $100 in our common
stock and in both of the other indices on March 17, 2011 and the reinvestment of all dividends. As discussed above,
we have never declared or paid a cash dividend on our common stock and do not anticipate declaring or paying a cash
dividend in the foreseeable future.
COMPARISON OF CUMULATIVE TOTAL RETURN OF CORNERSTONE ONDEMAND*

* Returns are based on historical results and are not necessarily indicative of future performance. See the disclosure
in Part I, Item 1A. “Risk Factors.”
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