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

FORM 10-Q

S\lgggoRr’lfe};RLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
For the quarterly period ended September 30, 2016

.F) 'ﬁ(ANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
Fg?;ﬁe transition period from to

Commission file number 001-33870

NetSuite Inc.
(Exact name of registrant as specified in its charter)

Delaware 94-3310471

(State or other jurisdiction of (I.R.S. Employer Identification No.)
incorporation or organization)

2955 Campus Drive, Suite 100

San Mateo, California 94403-2511

(Address of principal executive offices) (Zip Code)

(650) 627-1000

(Registrant's telephone number, including area code)

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

Yesx No”~

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See definition of “large accelerated filer", "accelerated filer" and "smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

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

On October 26, 2016, 81,474,696 shares of the registrant’s Common Stock, $0.01 par value, were issued and
outstanding.
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PART I - Financial Information
ITEM 1. Financial Statements
NetSuite Inc.

Condensed Consolidated Balance Sheets
(dollars in thousands)

September 30, December 31,

(unaudited)

2016
Assets
Current assets:
Cash and cash equivalents $379,206
Short-term marketable securities 81,876
Accounts receivable, net of allowances of $2,374 and $1,988 as of September 30, 2016 168.309
and December 31, 2015, respectively ’
Deferred commissions 70,033
Other current assets 36,925
Total current assets 736,349
Marketable securities, non-current 11,747
Property and equipment, net 99,801
Deferred commissions, non-current 17,533
Goodwill 305,333
Other intangible assets, net 50,489
Other assets 11,224
Total assets $1,232,476
Liabilities and total equity
Current liabilities:
Accounts payable $6,211
Deferred revenue 455,667
Accrued compensation 62,158
Accrued expenses 39,446

Other current liabilities (including note payable to related party of $3,000 and $2,901 as

of September 30, 2016 and December 31, 2015, respectively) 18,303
Total current liabilities 581,785
Long-term liabilities:

Convertible 0.25% senior notes, net 285,155
Deferred revenue, non-current 20,575

Other long-term liabilities (including note payable to related party of $765 and $3,027 as

of September 30, 2016 and December 31, 2015, respectively) 14,750
Total long-term liabilities 320,480
Total liabilities 902,265

Commitments and contingencies (Note 4)

Total equity:

Common stock, par value $0.01, 500,000,000 shares authorized; 81,474,150 and
79,802,618 shares issued and outstanding at September 30, 2016 and December 31, 815
2015, respectively

Additional paid-in capital
Accumulated other comprehensive loss

1,120,737
(15,759

) (13,009

2015

$289,966
74,748

176,720

69,579
44,087
655,100
13,875
89,643
15,287
291,956
60,980
10,756
$1,137,597

$3,545
404,986
55,586
37,901

17,032
519,050
274,576
22,743
15,027

312,346
831,396

798

992,362
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Accumulated deficit (775,582 ) (673,950 )
Total equity 330,211 306,201
Total liabilities and total equity $1,232,476  $1,137,597

See accompanying Notes to Condensed Consolidated Financial Statements.
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NetSuite Inc.

Condensed Consolidated Statements of Operations and Comprehensive Loss
(dollars and shares in thousands, except per share data)

(unaudited)

Nine Months Ended September 30, Three Months Ended September 30,

2016 2015 2016 2015
Revenue:
Subscription and support $543,517 $428,557 $189,989 $154,661
Professional services and other 147,747 106,363 53,926 38,162
Total revenue 691,264 534,920 243,915 192,823
Cost of revenue:
Subscription and support 94,645 69,427 32,836 25,983
Professional services and other 149,804 108,171 55,656 40,113
Total cost of revenue 244,449 177,598 88,492 66,096
Gross profit 446,815 357,322 155,423 126,727
Operating expenses:
Product development 117,507 98,368 40,058 36,112
Sales and marketing 342,089 281,202 115,084 102,145
General and administrative 74,639 65,899 29,126 21,824
Total operating expenses 534,235 445,469 184,268 160,081
Operating loss (87,420 ) (88,147 ) (28,845 ) (33,354 )
Other income / (expense), net:
Interest income 585 316 231 100
Interest expense (11,441 ) (10,909 ) (3,894 ) (3,756 )
Other income, net 330 478 ) (135 ) (214 )
Total other income / (expense), net (10,526 ) (11,071 ) (3,798 ) (3,870 )
Loss before income taxes (97,946 ) (99,218 ) (32,643 ) (37,224 )
Elr;evsision for / (benefit from) income 3.686 6878 ) 1501 116
Net loss $(101,632) $(92,340) $(34,144) $(37,340)
Net loss per common share, basic and
diluted $(1.26) $(1.18) $(0.42) $(0.47)
Welghted average number of shares 80.625 78.153 81.143 79.186
used in computing net loss per share
Comprehensive loss:
g())(reeslgn currency translation loss, net of (3.058 ) 5174 ) (1489 ) (3763 )
Unregl.ized gain / (loss) on marketable 102 29 32 ) 13
securities
Accumulated pension liability 206 145 68 47
Comprehensive loss $(104,382) $(97,340) $(35,597) $(41,043)

See accompanying Notes to Condensed Consolidated Financial Statements.
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NetSuite Inc.

Condensed Consolidated Statements of Cash Flows
(dollars in thousands)

(unaudited)

Cash flows from operating activities:

Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:
Depreciation and amortization

Amortization of other intangible assets

Amortization of debt discount and transaction costs

Provision for accounts receivable allowances

Stock-based compensation

Amortization of deferred commissions

Excess tax benefit on stock-based compensation

Changes in operating assets and liabilities, net of acquired assets and assumed liabilities:

Accounts receivable

Deferred commissions

Other current assets

Other assets

Accounts payable

Accrued compensation

Deferred revenue

Other current liabilities

Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Purchases of property and equipment

Capitalized internal use software

Cash paid in business combination, net of amounts received
Purchases of marketable securities

Maturities of marketable securities

Sales of marketable securities

Net cash used in investing activities

Cash flows from financing activities:

Payments under capital leases

Payments under capital leases and long-term debt - related party
Payments related to business combinations

RSUs acquired to settle employee withholding liability
Excess tax benefit on stock-based compensation

Proceeds from issuance of common stock

Net cash provided by financing activities

Effect of exchange rate changes on cash and cash equivalents
Net change in cash and cash equivalents

Cash and cash equivalents at beginning of period

Cash and cash equivalents at end of period

Nine Months Ended
September 30,

2016

2015

$(101,632) $(92,340)

30,103
14,098
10,579
1,591
98,040
89,953
(247

7,526
(92,675
7,749
(84
2,794
6,427
47,804
5,872
2,091
129,989

(37,960
(2,782
(18,489
(113,108
85,720
22,206
(64,413

(31
(2,164
(266
(184
247
29,271
26,873
(3,209
89,240
289,966

21,637
12,449
10,088
942
81,686
72,951

) (207 )

(13,993 )
) (79,616 )
2,783
) 3,944
8,097
1,919
58,645
1,879
(11,511 )
79,353

) (32,831 )

) (2,262 )

) (130,560 )

) (93,795 )
92,463
1,504

) (165,481 )

) (166 )

) (2,069 )

) (1,335 )

) (7,028 )
207
11,969
1,578

) (1,664 )
(86,214 )
367,769

$379,206  $281,555
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Supplemental cash flow disclosure:

Cash paid for interest to related parties

Cash paid for interest to other parties

Cash paid for income taxes, net of tax refunds

Noncash financing and investing activities:

Common stock issued in connection with business combination

See accompanying Notes to Condensed Consolidated Financial Statements.

3

$176
$500
$2,408

$271
$498
$1,632

$85,881
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NetSuite Inc.
Notes to Condensed Consolidated Financial Statements
(unaudited)

Note 1. Organization

NetSuite Inc. (the “Company”) provides cloud-based financials/Enterprise Resource Planning (“ERP”’) and omnichannel
commerce software suites. In addition, the Company offers a broad suite of applications, including financial
management, Customer Relationship Management (“CRM”), ecommerce and retail management, commerce marketing
automation, Professional Services Automation (“PSA”) and Human Capital Management ("HCM") that enable
companies to manage most of their core business operations in its single integrated suite. The Company’s "real-time
dashboard" technology provides an easy-to-use view into up-to-date, role-specific business information. The

Company also offers customer support and professional services related to implementing and supporting its suite of
applications. The Company delivers its suite over the internet as a subscription service using the software-as-a-service
("SaaS") model. The Company’s headquarters are located in San Mateo, California. The Company conducts its

business worldwide with international locations in Canada, Europe, Asia, Australia and Uruguay.

Note 2. Basis of Presentation

The Condensed Consolidated Financial Statements as of and for the nine months ended September 30, 2016 included
in this Quarterly Report on Form 10-Q have been prepared by the Company, without audit, pursuant to the rules and
regulations of the Securities and Exchange Commission (the “SEC”). The condensed consolidated balance sheet data as
of December 31, 2015 was derived from the audited consolidated financial statements included in the Company’s
Annual Report on Form 10-K for the fiscal year ended December 31, 2015 filed on February 24, 2016. Certain
information and footnote disclosures normally included in consolidated financial statements prepared in accordance
with generally accepted accounting principles in the United States of America (“GAAP”) have been condensed or
omitted pursuant to such rules and regulations. However, the Company believes that the disclosures contained in this
Quarterly Report comply with the requirements of Section 13(a) of the Securities Exchange Act of 1934, as amended,
for a Quarterly Report on Form 10-Q and are adequate to make the information presented not misleading. These
Condensed Consolidated Financial Statements are meant to be, and should be, read in conjunction with the
Consolidated Financial Statements and the notes thereto included in the Company’s Annual Report on Form 10-K for
the fiscal year ended December 31, 2015 filed on February 24, 2016.

The unaudited Condensed Consolidated Financial Statements included in this Quarterly Report on Form 10-Q reflect
all adjustments (which include only normal, recurring adjustments and those items discussed in these Notes) that are,
in the opinion of management, necessary to state fairly the financial position and results for the dates and periods
presented. The results for such periods are not necessarily indicative of the results to be expected for the full fiscal
year.

Recent Accounting Pronouncements

In August 2016, the Financial Accounting Standards Board ("FASB") issued new accounting guidance: Statement of
Cash Flows (Topic 230): Classification of Certain Cash Receipts and Cash Payments. The guidance addresses eight
specific cash flow issues with the objective of reducing the existing diversity in practice for certain cash receipts and
cash payments. The amendments in this guidance are effective for public business entities for fiscal years beginning
after December 15, 2017, and interim periods within those fiscal years and early adoption is permitted. The Company
has elected not to early adopt. The Company is evaluating the impact of adopting this new accounting standard on its
financial statements.
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In March 2016, the FASB issued new accounting guidance: Compensation-Stock Compensation: Improvements to
Employee Share-Based Payment. The guidance simplifies the accounting for share-based transactions, including the
income tax consequences, classification of awards as either equity or liabilities on the balance sheet, and classification
of employee taxes paid on statement of cash flows when an employer withholds shares for tax-withholding purposes.
The new standard is effective for interim and annual periods beginning after December 15, 2016 and early adoption is
permitted. The Company has elected not to early adopt. The Company is evaluating the impact of adopting this new
accounting standard on its financial statements.

In February 2016, the FASB issued new accounting guidance: Leases. The guidance requires lessees to put most
leases on their balance sheets but recognize the expenses on their income statements in a manner similar to current
practice. The guidance states that a lessee would recognize a lease liability for the obligation to make lease payments
and a right-to-use asset for the right to use the underlying asset for the lease term. The new standard is effective for
interim and annual periods

4
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beginning after December 15, 2018 and early adoption is permitted. The Company has elected not to early adopt and
is evaluating the potential impact on the Company's condensed consolidated financial statements.

In May 2014, the FASB issued new accounting guidance related to revenue recognition, Revenue from Contracts with
Customers. This new standard will replace most existing U.S. GAAP guidance on this topic. The new revenue
recognition standard provides a unified model to determine when and how revenue is recognized. The core principle is
that a company should recognize revenue to depict the transfer of promised goods or services to customers in an
amount that reflects the consideration for which the entity expects to be entitled in exchange for those goods or
services. In July 2015, the FASB approved a one-year deferral of the effective date for the new revenue reporting
standard for entities reporting under U.S. GAAP. In accordance with the deferral, this guidance will be effective for
the Company beginning January 1, 2018 and can be applied either retrospectively to each period presented or as a
cumulative-effect adjustment as of the date of adoption. Early adoption is permitted beginning January 1, 2017. The
Company is evaluating the impact of adopting this new accounting standard on its financial statements and has not
selected a transition method.

Principles of Consolidation

The consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries.
Intercompany balances and transactions have been eliminated.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make certain estimates and
assumptions. These estimates and assumptions affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements, as well as reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

Revenue Recognition

The Company generates revenue from two sources: (1) subscription and support; and (2) professional services and
other. Subscription and support revenue includes subscription fees from customers accessing its on-demand
application suite and support fees from customers purchasing support. Arrangements with customers do not provide
the customer with the right to take possession of the software supporting the on-demand application service at any
time. Professional services and other revenue includes fees generated from training and consulting services such as
business process mapping, configuration, data migration and integration. Amounts that have been invoiced are
recorded in accounts receivable and in deferred revenue or revenue, depending on whether the revenue recognition
criteria have been met. For the most part, subscription and support agreements are entered into for 12 to 36 months. In
aggregate, 85% of the professional services component of the arrangements with customers is performed within 300
days of entering into a contract with the customer.

The subscription agreements generally provide service level commitments of 99.5% uptime per period, excluding
scheduled maintenance. The failure to meet this level of service availability may require the Company to credit
qualifying customers up to the value of an entire month of their subscription and support fees. In light of the
Company’s historical experience with meeting its service level commitments, the Company's accrued liability related
to such obligations in the accompanying consolidated financial statements is negligible.

The Company commences revenue recognition when all of the following conditions are met:
There is persuasive evidence of an arrangement;

The service is being provided to the customer;

11
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The collection of the fees is reasonably assured; and
The amount of fees to be paid by the customer is fixed or determinable.

In most instances, revenue from new customer acquisition is generated under sales agreements with multiple elements,
comprised of subscription and support fees from customers accessing the Company's on-demand application suite and
professional services associated with consultation services. The Company evaluates each element in a
multiple-element arrangement to determine whether it represents a separate unit of accounting. An element constitutes
a separate unit of accounting when the delivered item has standalone value and delivery of the undelivered element is
probable and within the Company’s control. Subscription and support have standalone value because they are routinely
sold separately by the Company. Professional services have standalone value because the Company has sold
professional services separately and there are several third-party vendors that routinely provide similar professional
services to its customers on a standalone basis.

12
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The Company allocates revenue to each element in an arrangement based on a selling price hierarchy. The selling
price for a deliverable is based on its vendor-specific objective evidence (“VSOE”), if available, third-party evidence
(“TPE”), if VSOE is not available, or estimated selling price (“ESP”), if neither VSOE nor TPE is available. As the
Company has been unable to establish VSOE or TPE for the elements of its arrangements, the Company establishes
the ESP for each element primarily by considering the weighted average of actual sales prices of professional services
sold on a standalone basis and subscription and support including various add-on modules when sold together without
professional services, and other factors such as gross margin objectives, pricing practices and growth strategy. The
consideration allocated to subscription and support is recognized as revenue over the contract period commencing
when the subscription service is made available to the customer. The consideration allocated to professional services
is recognized as revenue using the proportional performance method.

The total arrangement fee for a multiple element arrangement is allocated based on the relative ESP of each element.
However, since the professional services are generally completed prior to completion of delivery of subscription and
support services, the revenue recognized for professional services in a given reporting period does not include fees
subject to delivery of subscription and support services. This results in the recognition of revenue for professional
services that is generally no greater than the contractual fees for those professional services.

For single element sales agreements, subscription and support revenue is recognized ratably over the contract term
beginning on the provisioning date of the contract. The Company recognizes professional services revenue using the
proportional performance method for single element arrangements.

Sales and other taxes collected from customers to be remitted to government authorities are excluded from revenues.
Concentration of Credit Risk and Significant Customers

Financial instruments potentially exposing the Company to concentration of credit risk consist primarily of cash and
cash equivalents, marketable securities, restricted cash and trade accounts receivable. The Company maintains an
allowance for doubtful accounts receivable balances. The allowance is based upon historical loss patterns and an
evaluation of the potential risk of loss associated with problem accounts. The Company generally charges off the
receivable balances of uncollectible accounts when accounts are 120 days past-due based on the account’s contractual
terms. Credit risk arising from accounts receivable is mitigated due to the large number of customers comprising the
Company’s customer base and their dispersion across various industries. As of September 30, 2016 and December 31,
2015, there were no customers that represented more than 10% of the net accounts receivable balance. There were no
customers that individually exceeded 10% of the Company’s revenue in any of the periods presented. As of
September 30, 2016 and December 31, 2015, long-lived assets located outside the United States totaled $27.5 million
and $21.4 million, respectively.

Revenue by geographic region, based on the billing address of the customer, was as follows for the periods presented:
Nine Months Ended Three Months Ended

September 30, September 30,

2016 2015 2016 2015

(dollars in thousands)
United States $514,725 $398,311 $180,087 $143,673
International 176,539 136,609 63,828 49,150
Total revenue $691,264  $534,920 $243,915 $192,823
Percentage of revenue generated outside of the United States 26 % 26 % 26 % 25 %

13
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No single country outside the United States represented more than 10% of revenue during the nine months ended
September 30, 2016 or 2015.

The Company maintains cash balances at several banks. Accounts located in the United States are insured by the
Federal Deposit Insurance Corporation (“FDIC”), up to $250,000. Certain operating cash accounts may exceed the
FDIC limits.

14
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Intellectual Property Rights Indemnification

The Company’s arrangements include provisions indemnifying customers against liabilities if the Company's products
infringe a third-party’s intellectual property rights. The Company has not incurred any costs as a result of such
indemnifications and has not accrued any liabilities related to such obligations in the accompanying condensed
consolidated financial statements.

Business Combinations

During the nine months ended September 30, 2016, the Company purchased all the outstanding equity of a
professional services firm ("PFS") and acquired certain assets and assumed certain obligations from an on-demand
manufacturing software company ("MSC"), a private company that provides its customers with resource planning,
production scheduling and quality management services. In connection with these acquisitions, the Company incurred
transaction costs totaling $1.9 million, and are reflected as general and administrative expense in the Company's
statement of operations.

The following table summarizes the preliminary allocation of the consideration to the fair value of assets acquired and
liabilities assumed as of the acquisition dates:

2016
Acquisitions
PFS MSC
f‘prﬂ February
2016 26, 2016
(dollars in
thousands)
Developed technology $—  $1,500
Customer relationships 1,840 250
Goodwill 7,053 7,774
Other assets / (liabilities), net 1,014 (212 )

Fair value of assets acquired and liabilities assumed $9,907 $9,312

Under the acquisition method of accounting, the Company allocated the purchase price to the identifiable assets and
liabilities based on their estimated fair value at the date of acquisition. To determine the value of the intangible assets,
the Company made various estimates and assumptions. For PES, the methodologies used in valuing the intangible
assets include, but are not limited to, multiple period excess earnings method for customer relationships. For MSC, the
methodologies used in valuing the intangible assets include, but are not limited to, the multiple period excess earnings
approach for developed technology and the with-and-without approach for customer relationships. In both
acquisitions, the excess of the purchase price over the total net identifiable assets has been recorded as goodwill which
includes synergies expected from the expanded service capabilities and the value of the assembled workforce in
accordance with generally accepted accounting principles. $7.0 million and $7.8 million of the acquired PFS and MSC
goodwill, respectively, is expected to be deductible for tax purposes. The Company did not record any in-process
research and development intangible assets in connection with the acquisitions.

The Company will amortize certain intangible assets on a straight-line basis over the following periods:

PFS MSC
Useful Life Useful Life

15
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Fair Fair

Value Value

(dollars (dollars

in (in years) in (in years)

thousands) thousands)
Developed technology $— $1,500 5
Customer relationships 1,840 250 4

PFS

On April 1, 2016, the Company acquired PFS to increase its professional services resources. Beginning in the second
quarter of 2016, PFS assets, liabilities and operating results are reflected in the Company’s condensed consolidated
financial statements from the date of acquisition. On the closing date, the Company paid approximately $9.7 million
in cash and paid an additional $202,000 in the third quarter of 2016. Of the consideration paid, $1.4 million is being
held in escrow for up to 24 months following the close of the transaction in the event of certain breaches of
representations and warranties. Acquisition

7
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related transaction costs amounted to $1.1 million in the nine months period ended September 30, 2016, and are
reflected as general and administrative expense in the Company's statement of operations.

The initial accounting for PFS accounts receivable, other employee related liabilities, and vendor obligations is
incomplete because the Company is in the process of determining the fair value of these assets and liabilities. The
Company is also undertaking an analysis of certain tax matters associated with the PFS acquisition which could result
in an adjustment to the acquisition price allocation.

MSC

On February 26, 2016, the Company acquired certain assets and assumed certain obligations from an on-demand
manufacturing software company ("MSC"), a private company that provides its customers with resource planning,
production scheduling and quality management services. MSC functionality will be added to the Company's existing
solution. Beginning in the first quarter of 2016, MSC assets, liabilities and operating results are reflected in the
Company’s condensed consolidated financial statements from the date of acquisition. The Company paid
approximately $9.3 million in cash. Of the consideration paid, $1.1 million is being held in escrow for up to 24
months following the close of the transaction in the event of certain breaches of representations and warranties.
Additionally, $400,000 of the total consideration is being held in escrow for potential tax obligations covered in the
purchase agreement. Acquisition related transaction costs amounted to $725,000 in the nine months ended
September 30, 2016, and are reflected as general and administrative expense in the statement of operations.

The initial accounting for MSC accounts receivable, other customer related liabilities, and vendor obligations is
incomplete because the Company is in the process of determining the fair value of these assets and liabilities. The
Company is also undertaking an analysis of certain tax matters associated with the MSC acquisition which could
result in an adjustment to the acquisition price allocation.

Comparative pro forma financial information for the acquisitions above have not been presented because the historical
financial results of both PFS and MSC are not material to the Company's condensed consolidated results of operations
individually or in aggregate.

Goodwill

The following table details the Company's goodwill activity during the nine months ended September 30, 2016:

(dollars in

thousands)
Balance as of January 1, 2016 $291,956
Acquisition of MSC 7,774
Acquisition of PFS 7,053
Other adjustments to goodwill (1,790 )
Foreign exchange adjustment 340

Balance as of September 30, 2016 $305,333

On June 8, 2015, the Company completed the purchase of all the outstanding equity of Bronto Software, Inc.
(“Bronto"), a private company that provides a cloud-based marketing platform for its customers to drive revenue
through their email, mobile and social campaigns. Bronto functionality enhances the Company’s existing email
marketing solution and its existing omnichannel commerce platform. The Company paid approximately $98.2 million
in cash and issued 1,030,508 unregistered shares of the Company's common stock with a fair value of $85.9 million,
inclusive of a discount from the quoted market price due to certain trading restrictions associated with the shares.

17
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During the second quarter of 2016, the Company decreased Bronto goodwill by $1.1 million due to working capital
and tax adjustments.

On August 5, 2015, the Company completed the purchase of all the outstanding equity of Monexa Services Inc.
("Monexa"), a private company that provides cloud-based invoicing and payment services for its customers. Monexa
functionality enhances the Company’s existing invoicing and payment solution. On the closing date, the Company paid
approximately $33.1 million in cash as consideration. During the first quarter of 2016, the Company increased the fair
value of the customer relationships and developed technology by a total of $900,000 resulting in a reduction of
goodwill. In the third quarter of 2016, the Company reduced goodwill by $82,000 for tax adjustments.

18
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Accumulated Other Comprehensive Loss

Accumulated other comprehensive loss is comprised of foreign currency translation gains and losses, net of tax,
marketable securities unrealized gains and losses and an accumulated pension liability for employees located in the
Philippines. There were no significant reclassification adjustments out of accumulated other comprehensive loss to the
condensed consolidated statement of operations and comprehensive loss.

Note 3. Financial Instruments

The Company invests primarily in money market funds, commercial paper, highly liquid debt instruments of the U.S.
government and its agencies, U.S. municipal obligations, and U.S. and foreign corporate debt securities. All highly
liquid investments with maturities of 90 days or less from date of purchase are classified as cash equivalents and all
highly liquid investments with maturities of greater than 90 days but less than a year from date of purchase are
classified as short-term marketable securities. Highly liquid investments with maturities of greater than a year from
the balance sheet date are classified as marketable securities, non-current. Short-term marketable securities and
marketable securities, non-current are also classified as available-for-sale. The Company intends to hold marketable
securities, non-current, until maturity; however, it may sell these securities at any time for use in current operations or
for other purposes, such as consideration for acquisition. Consequently, the Company may or may not hold securities
with stated maturities greater than twelve months until maturity.

The Company carries its fixed income investments at fair value and unrealized gains and losses on these investments,
net of taxes, are included in accumulated other comprehensive loss, a component of total equity. Realized gains or
losses are included in other income / (expense), net section of the condensed consolidated statement of operations and
comprehensive loss. When a determination has been made that an other-than-temporary decline in fair value has
occurred, the amount of the decline that is related to a credit loss is realized and is included in the other income /
(expense), net section of the consolidated statement of operations and comprehensive loss.

Cash equivalents and Marketable securities consist of the following investments:
September 30, 2016
Amortizenrealized Unrealized Fair

Cost Gains Losses Value
Cash equivalents: (in thousands)
Money market funds $15,861 $ —3 —3$15,861
Commercial paper 6,846 2 — 6,848

Marketable securities:
Commercial paper 43,765
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