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Form 10-K

(Mark One)
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or
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1934
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None
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Indicate by check mark if the Registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes © No x

Indicate by check mark whether the Registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of
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(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the Registrant was required
to submit and post such files). Yes x No ~

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained
herein, and will not be contained, to the best of Registrant’s knowledge, in definitive proxy or information statements
incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. ~

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

Large accelerated filerx Accelerated filer

" (Do not check if a smaller reporting company)

Non-accelerated filer Smaller reporting company

Emerging growth company ~
If an emerging growth company, indicate by check mark if the Registrant has elected not to use the extended
transition period for complying with any new or revised financial accounting standards provided pursuant to Section
13(a) of the Exchange Act. ~
Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes © No x
The aggregate market value of the voting and non-voting stock of the Registrant as of July 31, 2017 (based on a
closing price of $102.11 per share) held by non-affiliates was approximately $13.8 billion. As of February 28, 2018,
there were approximately 212 million shares of the Registrant’s Common Stock outstanding.
DOCUMENTS INCORPORATED BY REFERENCE
Information required in response to Part III of Form 10-K (Items 10, 11, 12, 13 and 14) is hereby incorporated by
reference to portions of the Registrant’s Proxy Statement for the Annual Meeting of Stockholders to be held in 2018.
The Proxy Statement will be filed by the Registrant with the Securities and Exchange Commission no later than 120
days after the end of the Registrant’s fiscal year ended January 31, 2018.
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PART 1

SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements. All statements contained in this report other than statements of
historical fact, including statements regarding our future results of operations and financial position, our business
strategy and plans, and our objectives for future operations, are forward-looking statements. The words "believe,"
"may," "will," "estimate," "continue," "anticipate,”" "intend," "expect," "seek," "plan," and similar expressions are
intended to identify forward-looking statements. We have based these forward-looking statements largely on our
current expectations and projections about future events and trends that we believe may affect our financial condition,
results of operations, business strategy, short-term and long-term business operations and objectives, and financial
needs. These forward-looking statements are subject to a number of risks, uncertainties, and assumptions, including
those described in the "Risk Factors" section. Moreover, we operate in a very competitive and rapidly changing
environment. New risks emerge from time to time. It is not possible for our management to predict all risks, nor can
we assess the impact of all factors on our business or the extent to which any factor, or combination of factors, may
cause actual results to differ materially from those contained in any forward-looking statements we may make. In light
of these risks, uncertainties, and assumptions, the future events and trends discussed in this report may not occur and
actual results could differ materially and adversely from those anticipated or implied by the forward-looking
statements.

You should not rely upon forward-looking statements as predictions of future events. The events and circumstances
reflected in the forward-looking statements may not be achieved or occur. Although we believe that the expectations
reflected in the forward-looking statements are reasonable, we cannot guarantee future results, levels of activities,
performance, or achievements. We are under no duty to update any of these forward-looking statements after the date
of this report or to conform these statements to actual results or revised expectations.

As used in this report, the terms "Workday," "registrant," "we," "us," and "our" mean Workday, Inc. and its
subsidiaries unless the context indicates otherwise.

Our fiscal year ends on January 31. References to fiscal 2018, for example, refer to the year ended January 31, 2018.
ITEM 1. BUSINESS

Overview

Workday is a leading provider of enterprise cloud applications for finance and human resources. Founded in 2005,
Workday delivers financial management, human capital management, and analytics applications designed for the
world’s largest companies, educational institutions, and government agencies. Organizations ranging from
medium-sized businesses to Fortune 50 enterprises have selected Workday. We achieved this leadership position
through our innovative and adaptable technology, and commitment to customer satisfaction.

Organizations today operate in environments that are highly complex and changing at an increasing rate. Managers
and employees must quickly synthesize vast amounts of information and react to rapid changes in global business and
regulatory environments. To be successful, they need highly functional and flexible software that enables informed
decision-making about the enterprise-wide allocation of their resources. Additionally, managers and employees expect
to interact with enterprise systems in an open, intuitive, and collaborative way, including real-time access through a
wide range of mobile and computing devices.

Workday is leading the way in helping organizations better manage their financial and human capital resources. As
part of our applications, we provide embedded analytics that capture the content and context of everyday business
events, facilitating fast and informed decision-making from wherever users are working. In addition, we provide an
intuitive user experience similar to those of leading consumer Internet sites, reducing the time for training on our
applications.

Since Workday is delivered in the cloud, organizations can embrace change in their operating environments with
support for new regulatory requirements, increased performance, and enhancement of the user experience that we
deliver through our rapid innovation cycle of frequent functionality-rich feature releases. We deliver continuous
innovation with major feature releases delivered two times per year, in addition to weekly updates where smaller sets
of features are delivered to customers with minimal downtime disruption. When the new feature releases are
delivered, the prior version is fully replaced. As a result, all Workday customers are on the same version at all times.
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Feature releases are not subject to an additional fee. Workday customers benefit from the most current technologies
without the burden of large upgrade costs typically associated with traditional on-premise software.
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We deliver our cloud applications using an innovative technology foundation that leverages the most recent advances
in cloud computing and data management and allows us to deliver applications that are highly functional, flexible, and
fast. Our use of a multi-tenant architecture in which customers are on the same version of our software enables
innovations to be deployed quickly. In addition, we use objects to represent real-world entities such as employees,
benefits, budgets, charts of accounts, and organizations, combining business logic and data in one place and creating
actionable analytics that are part of our core transactional systems of record. Our use of in memory data management
allows rapid and efficient delivery of embedded business intelligence. Workday leverages advanced data science and
machine learning in our applications to help customers make smarter financial and workforce decisions. We also
provide open, standards-based web-services application programming interfaces and pre-built packaged integrations
and connectors. This approach substantially reduces the need for our customers to buy and support a broad range of IT
infrastructure, significantly reducing costs and complexity.

Our Products

Workday Financial Management

Workday Financial Management is a comprehensive, unified application built on a single, global core with a full
range of financial capabilities, relevant analytics and metrics, and fully auditable process management built to help
manage financial processes for global organizations.

Workday Financial Management provides the core finance functions (general ledger, accounting, accounts payable,
accounts receivable, cash management, asset management, employee expense management, revenue management,
projects, procurement, inventory, and grants management). It also supports built-in financial, operational, and
management reporting and analysis in real time without the use of complex and expensive bolt-on business
intelligence systems.

Workday Human Capital Management

Designed for the largest organizations in the world, Workday Human Capital Management ("HCM") allows an
organization to staff, pay, organize, and develop its global workforce. This unified application includes global human
resources management (workforce lifecycle management, organization management, compensation, absence, and
employee benefits administration) and global talent management (goal management, performance management,
succession planning, and career and development planning).

Other Products

Workday offers a variety of other products that complement and are unified with Workday Financial Management and
Workday HCM.

Workday Financial Performance Management is a solution that enables organizations to perform financial
consolidation, reporting, analysis, and planning without having to replace their underlying general ledgers or
accounting systems of record.

Workday Learning combines the capabilities of an enterprise-grade learning system with modern social content
sharing and curation in one platform.

Workday Payroll is designed to address the full spectrum of enterprise payroll needs and provides control, accuracy,
and flexibility, with native payroll offerings in the U.S., Canada, the United Kingdom ("UK"), and France, as well as a
global payroll cloud partner program to support additional customer needs.

Workday Planning offers the ability to create, collaborate, and take action on financial and workforce plans in a
single, intuitive, and secure system.

Workday Time Tracking, our time and attendance application, is designed to automate workforce management
processes and thereby reduce costs and compliance risks.

Workday Recruiting supports the needs of candidates, hiring managers, the interview team, and recruiters.

Workday Prism Analytics enables customers to bring together any data, including Workday data and data from any
outside source, with leading-edge analytics tools for enriched financial and people analytics to make better business
decisions.

Workday Professional Services Automation supports the complete billable projects lifecycle, including project and
resource management, time and expense tracking, project billing, revenue recognition, financial reporting, and
analytics within a single, unified solution.
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Workday Student is a student and faculty lifecycle information system to help colleges and universities advance their
institutions and enable student success. The Workday Student application suite includes: Academic Foundation,
Student Recruiting, Student Admissions, Curriculum Management, Student Records, Academic Advising, Financial
Aid, Student Financials, and Student Recruiting.

Workday Data-as-a-Service ("DaaS") is a cloud service that provides valuable data to customers to enable more
informed decision-making. The first service delivered on the DaaS offering, Workday Benchmarking, provides key
metrics to customers seeking a better understanding of their company's relative performance in comparison to peers to
help achieve optimal performance in their respective markets.

Customers

We currently have more than 2,100 customers, with a focus on medium-sized and large, global organizations. We
define a customer as a separate and distinct buying entity, such as a company, an educational or government
institution, or a distinct business unit of a large organization, which has entered into a master subscription agreement
with us to access our cloud applications, including customers that are in the process of deploying our applications.
While a single customer may have multiple organizations, operating segments, or locations, we only include the
customer once for this metric.

Our current customer base spans numerous industry categories, including technology, financial services, business and
professional services, healthcare and life sciences, manufacturing, retail and hospitality, education, government, and
non-profit. No individual customer represented more than 10% of our revenues during fiscal 2018.

We have built a company culture centered around our customers’ success and satisfaction. We have developed several
programs designed to provide customers with service options to enhance their experience with our applications. These
services include 24x7 support; a professional services ecosystem that consists of our Workday consulting teams and
system integrators that are trained on our applications; a Customer Success Management group to assist customers in
production; and an online community to facilitate collaboration among customers and with the Workday product
development teams.

Employees

As of January 31, 2018, we had approximately 8,200 employees. We also engage contractors and consultants. None of
our employees are represented by a labor union. We have not experienced any work stoppages, and we consider our
relations with our employees to be very good.

Backlog

Backlog, which is equivalent to our remaining performance obligations, represents our total contractual commitments
for which services will be performed. Backlog generally increases with bookings and generally converts into revenue
as contractual commitments are fulfilled. For further information, see Note 14 of the notes to consolidated financial
statements.

Sales and Marketing

We sell the Workday Service through our direct sales organization, that is comprised of field sales and field sales
support personnel. Workday’s field sales team is aligned by geography, industry, and/or prospect size.

We generate customer leads, accelerate sales opportunities, and build brand awareness through our marketing
programs and through our strategic relationships. Our marketing programs target senior business leaders, including
finance, HR, and IT executives.

As a core part of our strategy, we have developed an ecosystem of partners to both broaden and complement our
application offerings and to provide services that are outside of Workday’s areas of focus. These relationships include
software and technology partners, consulting and implementation services providers, and business process outsourcing
partners, and enable Workday to address the finance and HR-related challenges our customers face while maintaining
focus on executing against our strategy.

Product Development

Our ability to compete depends in large part on our continuous commitment to product development and our ability to
rapidly introduce new products, technologies, features, and functionality. Our product development organization is
responsible for the design, development, testing, and certification of our products. We focus our efforts on developing
new products and core technologies and further enhancing the usability, functionality, reliability, performance, and
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flexibility of existing products.
Product development expenses were $911 million, $681 million, and $470 million for fiscal 2018, 2017, and 2016,
respectively.
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Competition

The overall market for enterprise application software is rapidly evolving, highly competitive, and subject to changing
technology, shifting customer needs, and frequent introductions of new products. We currently compete with large,
well-established, enterprise application software vendors, such as SAP SE ("SAP") and Oracle Corporation
("Oracle"). SAP and Oracle are established enterprise software companies that have greater name recognition, much
longer operating histories, and significantly greater financial, technical, sales, marketing, and other resources than we
have and are able to provide a broader scope of business applications than our current suite of applications. We also
face competition from other enterprise software vendors and from vendors of specific applications, some of which
offer cloud-based solutions. These vendors include The Ultimate Software Group, Inc., Automatic Data Processing,
Inc., Infor Global Solutions, and Ceridian, Inc. We may also face competition from a variety of vendors of
cloud-based and on-premise software applications that address only one or a portion of our applications. In addition,
other cloud companies that provide services in different markets may develop solutions in our target markets, and
some potential customers may elect to develop their own internal solutions. However, the domain expertise that is
required for a successful solution in the areas of financial management, HCM, and analytics may inhibit new entrants
that are unable to invest the necessary capital to accurately reflect global requirements and regulations. We expect
continued consolidation in our industry that could lead to significantly increased competition.

We believe the principal competitive factors in our market include the following:

{evel of customer satisfaction;

ease of deployment and use of applications;

breadth and depth of application functionality;

¢otal cost of ownership;

brand awareness and reputation;

adaptive technology platform;

capability for configuration, integration, security, scalability, and reliability of applications;

operational excellence to ensure system availability, scalability, and performance;

ability to innovate and respond to customer needs rapidly;

domain expertise on financial, HR, and payroll regulations;

size of customer base and level of user adoption;

customer confidence in financial stability and future viability; and

ability to integrate with legacy enterprise infrastructures and third-party applications.

We believe that we compete favorably on the basis of these factors. Our ability to remain competitive will largely
depend on our ongoing performance in the areas of product development and customer support.

Intellectual Property

We rely on a combination of trade secrets, patents, copyrights, and trademarks, as well as contractual protections, to
establish and protect our intellectual property rights. We require our employees, contractors, consultants and other
third parties to enter into confidentiality and proprietary rights agreements and control access to software,
documentation, and other proprietary information. Although we rely on intellectual property rights, including trade
secrets, patents, copyrights, and trademarks, as well as contractual protections to establish and protect our proprietary
rights, we believe that factors such as the technological and creative skills of our personnel, creation of new modules,
features and functionality, and frequent enhancements to our applications are more essential to establishing and
maintaining our technology leadership position.

Despite our efforts to protect our proprietary technology and our intellectual property rights, unauthorized parties may
attempt to copy or obtain and use our technology to develop applications with the same functionality as our
applications. Policing unauthorized use of our technology and intellectual property rights is difficult.

We expect that software and other applications in our industry may be subject to third-party infringement claims as
the number of competitors grows and the functionality of applications in different industry segments overlaps. Any of
these third parties may make a claim of infringement against us at any time.

Corporate Information
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We were incorporated in March 2005 in Nevada, and in June 2012 we reincorporated in Delaware. Our principal
executive offices are located at 6230 Stoneridge Mall Road, Pleasanton, California 94588, and our telephone number
is (877) WORKDAY. Our website address is www.workday.com. The information on, or that can be accessed
through, our website is not part of this report. Workday is our registered trademark in the United States, the
European Community, Canada, Norway, Switzerland, New Zealand, Hong Kong, and Australia, and the

Workday logo, our Built for the Future tagline, and all of our product names are our trademarks. Other trademarks,
service marks, or trade names appearing in this report are the property of their respective owners.
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Available Information

We file annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, proxy and
information statements, and amendments to reports filed or furnished pursuant to Sections 13(a), 14 and 15(d) of the
Securities Exchange Act of 1934, as amended, ("the Exchange Act"). The public may obtain these filings at the
Securities and Exchange Commission ("SEC")’s Public Reference Room at 100 F Street, NE, Washington, DC 20549
or by calling the SEC at 1-800-SEC-0330. The SEC also maintains a website at http://www.sec.gov that contains
reports, proxy and information statements and other information regarding Workday and other companies that file
materials with the SEC electronically. Copies of Workday’s reports on Form 10-K, Forms 10-Q and Forms 8-K, may
be obtained, free of charge, electronically through our internet website,
http://www.workday.com/company/investor_relations/sec_filings.php.

Workday uses its blogs.workday.com website as a means of disclosing material non-public information and for
complying with its disclosure obligations under Regulation FD.

ITEM 1A. RISK FACTORS

Investing in our securities involves a high degree of risk. You should consider carefully the risks and uncertainties
described below, together with all of the other information in this report, including the consolidated financial
statements and the related notes included elsewhere in this report, before making an investment decision. The risks
and uncertainties described below are not the only ones we face. Additional risks and uncertainties that we are
unaware of, or that we currently believe are not material, may also become important factors that materially and
adversely affect our business. If any of the following risks actually occurs, our business operations, financial
condition, results of operations, and prospects could be materially and adversely affected. The market price of our
securities could decline due to the materialization of these or any other risks, and you could lose part or all of your
investment.

Risk Factors Related to Our Business

If our security measures are breached or unauthorized access to customer data is otherwise obtained, our applications
may be perceived as not being secure, customers may reduce the use of or stop using our applications, and we may
incur significant liabilities.

Our applications involve the storage and transmission of our customers’ sensitive and proprietary information,
including personal or identifying information regarding their employees, customers, and suppliers, as well as their
finance and payroll data. As a result, unauthorized access or use of this data could result in the loss or destruction of
information, litigation, indemnity obligations, and other liabilities. We devote significant financial and personnel
resources to implement and maintain security measures. While we have security measures in place designed to protect
the integrity of customer information and prevent data loss, misappropriation, and other security breaches, if these
measures are compromised as a result of third-party action, including intentional misconduct by computer hackers,
employee error, malfeasance, or otherwise, and someone obtains unauthorized access to or use of our customers’ data,
our reputation could be damaged, our business may suffer, and we could incur significant liabilities, as well as incur
significant costs to remediate any incidents. Cyber security challenges, including threats to our own IT infrastructure
or those of our customers or third-party providers, are often targeted at companies such as ours, and may take a variety
of forms ranging from individual and groups of hackers to sophisticated organizations. Key cyber security risks range
from viruses, worms, and other malicious software programs to "mega breaches" targeted against cloud services and
other hosted software, any of which can result in disclosure of confidential information and intellectual property,
defective products, production downtimes, supply shortages, and compromised data. Because the techniques used to
obtain unauthorized access or sabotage systems change frequently and generally are not identified until they are
launched against a target, we may be unable to anticipate these techniques or to implement adequate preventative
measures. Any or all of these issues could negatively affect our ability to attract new customers, cause existing
customers to elect to terminate or not renew their subscriptions, result in reputational damage, cause us to pay
remediation costs and/or issue service credits or refunds to customers for prepaid and unused subscription services, or
result in lawsuits, regulatory fines, or other action or liabilities, which could adversely affect our operating results.
We depend on data centers and computing infrastructure operated by third parties and any disruption in these
operations could adversely affect our business.

12
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We host our applications and serve our customers from data centers located in Ashburn, Virginia; Atlanta, Georgia;
Portland, Oregon; Dublin, Ireland; Amsterdam, the Netherlands; and Toronto, Canada. While we control and have
access to our servers and all of the components of our network that are located in our external data centers, we do not
control the operation of these facilities. The owners of our data center facilities have no obligation to renew their
agreements with us on commercially reasonable terms, or at all. If we are unable to renew these agreements on
commercially reasonable terms, or if one of our data center operators is acquired or ceases business, we may be
required to transfer our servers and other infrastructure to new data center facilities, and we may incur significant
costs and possible service interruption in connection with doing so.
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In addition, we rely upon third-party hosted infrastructure partners, including Amazon Web Services ("AWS"), to
serve customers and operate certain aspects of our services, such as environments for development testing, training,
and sales demonstrations, as well as others. Given this, any disruption of or interference at our hosted infrastructure
partners would impact our operations and our business could be adversely impacted.

Problems faced by our third-party data center operations or hosted infrastructure partners, with the
telecommunications network providers with whom we or they contract, or with the systems by which our
telecommunications providers allocate capacity among their customers, including us, could adversely affect the
experience of our customers. Our third-party data center operators or hosted infrastructure partners could decide to
close their facilities without adequate notice. In addition, any financial difficulties, such as bankruptcy, faced by our
third-party data center operators, our hosted infrastructure partners or any of the other service providers with whom
we or they contract may have negative effects on our business, the nature and extent of which are difficult to predict.
Additionally, if our data centers or hosted infrastructure partners are unable to keep up with our needs for capacity,
this could have an adverse effect on our business. Any changes in third-party service levels at our data centers or at
our hosted infrastructure partners or any errors, defects, disruptions, or other performance problems with our
applications or the hosted infrastructure on which they run could adversely affect our reputation and may damage our
customers’ stored files or result in lengthy interruptions in our services. Interruptions in our services might adversely
affect our reputation and operating results, cause us to issue refunds or service credits to customers for prepaid and
unused subscription services, subject us to potential liabilities, result in contract terminations, or adversely affect our
renewal rates.

Furthermore, our financial management application is essential to Workday's and our customers’ financial projections,
reporting, and compliance programs, particularly customers who are public reporting companies. Any interruption in
our service may affect the availability, accuracy or timeliness of such projections, reporting and compliance programs
and as a result could damage our reputation, cause our customers to terminate their use of our applications, require us
to issue refunds for prepaid and unused subscription services, require us to indemnify our customers against certain
losses, and prevent us from gaining additional business from current or future customers, as well as impact our ability
to accurately and timely meet our reporting and other compliance obligations.

If we fail to manage our technical operations infrastructure, or experience service outages or delays in the deployment
of our applications, we may be subject to liabilities and our reputation and operating results may be adversely
affected.

We have experienced significant growth in the number of users, transactions, and data that our operations
infrastructure supports. We seek to maintain sufficient excess capacity in our operations infrastructure to meet the
needs of all of our customers, as well as our own needs, and to ensure that our services and solutions are accessible
within an acceptable load time. We also seek to maintain excess capacity to facilitate the rapid provision of new
customer deployments and the expansion of existing customer deployments. In addition, we need to properly manage
our technological operations infrastructure in order to support version control, changes in hardware and software
parameters, updates, the evolution of our applications, and to reduce infrastructure latency associated with dispersed
geographic locations. However, the provision of new hosting infrastructure requires significant lead time. If we do not
accurately predict our infrastructure requirements, our existing customers may experience service outages. If our
operations infrastructure fails to scale, customers may experience delays as we seek to obtain additional capacity.

We have experienced, and may in the future experience, system disruptions, outages, and other performance problems.
These problems may be caused by a variety of factors, including infrastructure changes, human or software errors,
viruses, security attacks (internal and external), fraud, spikes in customer usage, and denial of service issues. In some
instances, we may not be able to identify the cause or causes of these performance problems within an acceptable
period of time. Our customer agreements typically provide service level commitments on a monthly basis. If we are
unable to meet the stated service level commitments or suffer extended periods of unavailability for our applications,
we may be contractually obligated to issue service credits or refunds to customers for prepaid and unused subscription
services, or we could face contract terminations. Any extended service outages could result in customer losses, and
adversely affect our reputation, revenues, and operating results.
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Privacy concerns and laws or other domestic or foreign regulations may reduce the effectiveness of our applications
and adversely affect our business.

Our customers can use our applications to collect, use, and store personal or identifying information regarding their
employees, customers, and suppliers. National and local governments and agencies in the countries in which our
customers operate have adopted, are considering adopting, or may adopt laws and regulations regarding the collection,
use, storage, processing, and disclosure of personal information obtained from consumers and individuals, which
could impact our ability to offer our services in certain jurisdictions or our customers' ability to deploy our solutions
globally. Privacy-related laws are particularly stringent in Europe. The costs of compliance with and other burdens
imposed by privacy-related laws, regulations, and standards may limit the use and adoption of our services, reduce
overall demand for our services, lead to significant fines, penalties, or liabilities for noncompliance, or slow the pace
at which we close sales transactions, any of which could harm our business. Moreover, if Workday employees fail to
adhere to adequate data protection practices around the usage of our customers' personal data, it may damage our
reputation and brand.
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Additionally, we expect that existing laws, regulations, and standards may be interpreted in new and differing manners
in the future, and may be inconsistent among jurisdictions. Future laws, regulations, standards, and other obligations,
and changes in the interpretation of existing laws, regulations, standards, and other obligations could result in
increased regulation, increased costs of compliance and penalties for non-compliance, and limitations on data
collection, use, disclosure, and transfer for Workday and our customers. In 2016, the European Union ("EU") and
United States agreed to a framework for data transferred from the EU to the United States, called the Privacy Shield,
but this new framework has been challenged by private parties and may face additional challenges by national
regulators or additional private parties. Additionally, in 2016 the EU adopted a new regulation governing data privacy
called the General Data Protection Regulation ("GDPR"), which becomes effective in May 2018. The GDPR
establishes new requirements applicable to the handling of personal data and imposes penalties for non-compliance of
up to 4% of worldwide revenue.

The costs of compliance with, and other burdens imposed by, privacy laws and regulations that are applicable to the
businesses of our customers may adversely affect our customers’ ability and willingness to process, handle, store, use,
and transmit demographic and personal information of their employees, customers, and suppliers, which could limit
the use, effectiveness, and adoption of our applications and reduce overall demand. In addition, the other bases on
which we and our customers rely for the transfer of data, such as model contracts, continue to be subjected to
regulatory and judicial scrutiny. In 2017, another legal challenge to the validity of the EU Standard Contractual
Clauses (a data transfer mechanism) was referred to the Court of Justice of the EU for review. If we or our customers
are unable to transfer data between and among countries and regions in which we operate, it could decrease demand
for our applications, require us to restrict our business operations, and impair our ability to maintain and grow our
customer base and increase our revenue. Even the perception of privacy concerns, whether or not valid, may inhibit
the adoption, effectiveness, or use of our applications.

In addition to government activity, privacy advocacy and other industry groups have established or may establish
various new, additional, or different self-regulatory standards that may place additional burdens on us. Our customers
may expect us to meet voluntary certifications or adhere to other standards established by third parties. If we are
unable to maintain these certifications or meet these standards, it could reduce demand for our applications and
adversely affect our business.

We have experienced rapid growth. If we fail to manage our growth effectively, we may be unable to execute our
business plan, maintain high levels of service and operational controls, or adequately address competitive challenges.
We have experienced, and are continuing to experience, a period of rapid growth in our customers, headcount, and
operations. In particular, we grew from approximately 1,550 employees at the time of our initial public offering
("IPO") in October 2012 to approximately 8,200 employees as of January 31, 2018, and have also significantly
increased the size of our customer base. We anticipate that we will continue to expand our operations and headcount
in the near term, and to expand our customer base. This growth has placed, and future growth will place, a significant
strain on our management, general and administrative resources, and operational infrastructure. Our success will
depend in part on our ability to manage this growth effectively and to scale our operations. To manage the expected
growth of our operations and personnel, we will need to continue to improve our operational, financial, and
management controls, and our reporting systems and procedures. As we continue to grow, we also need to ensure that
our policies and procedures evolve to reflect our current operations and are appropriately communicated to and
observed by employees, and that we appropriately manage our corporate information assets, including confidential
and proprietary information. Failure to effectively manage growth could result in difficulty or delays in deploying
customers, declines in quality or customer satisfaction, increases in costs, difficulties in introducing new features, or
other operational difficulties, and any of these difficulties could adversely impact our business performance and
results of operations.

We depend on our senior management team and the loss of one or more key employees could adversely affect our
business.

Our success depends largely upon the continued services of our executive officers. We also rely on our leadership
team in the areas of product development, marketing, sales, services, and general and administrative functions and on
mission-critical individual contributors in product development. From time to time, there may be changes in our
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executive management team resulting from the hiring or departure of executives, which could disrupt our business.
We do not have employment agreements with our executive officers or other key personnel that require them to
continue to work for us for any specified period and they could terminate their employment with us at any time. The
loss of one or more of our executive officers or key employees and any failure to develop an appropriate succession
plan for these persons could have a serious adverse effect on our business.

An inability to attract and retain highly skilled employees could adversely affect our business and our future growth
prospects.

To execute our growth plan, we must attract and retain highly qualified personnel, and our managers must be
successful in hiring employees who share our values and have the competencies to succeed at Workday. Competition
for these personnel is intense, especially for engineers with high levels of experience in designing and developing
software and Internet-related services, and for senior sales executives. From time to time, we have experienced, and
we expect to continue to experience, difficulty in hiring and retaining employees with appropriate qualifications, and
may not be able to fill positions in desired geographic areas or at all.

7
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Many of the companies with which we compete for experienced personnel have greater resources than we have and
some of these companies may offer more lucrative compensation packages. Particularly in the San Francisco Bay
Area, job candidates and existing employees carefully consider the value of the equity awards they receive in
connection with their employment. If the perceived value of our equity awards declines, or if the mix of equity and
cash compensation that we offer is unattractive, it may adversely affect our ability to recruit and retain highly skilled
employees. Job candidates may also be threatened with legal action under agreements with their existing employers if
we attempt to hire them, which could have a chilling effect on hiring and result in a diversion of our time and
resources. Additionally, laws and regulations, such as restrictive immigration laws, and increasing restrictions on
travel or availability of visas, may limit our ability to recruit internationally. We must also continue to retain and
motivate existing employees through our compensation practices, company culture, and career development
opportunities. If we fail to attract new personnel or to retain our current personnel, our business and future growth
prospects could be adversely affected.

If we cannot maintain our corporate culture, we could lose the innovation, teamwork, and passion that we believe
contribute to our success, and our business may be harmed.

We believe that a critical component of our success has been our corporate culture, as reflected in our core values:
employees, customer service, innovation, integrity, fun, and profitability. We have invested substantial time and
resources in building our team. As we continue to grow, both organically and through acquisitions of employee teams,
and develop the infrastructure associated with being a more mature public company, we will need to maintain our
corporate culture among a larger number of employees dispersed in various geographic regions. Any failure to
preserve our culture could negatively affect our future success, including our ability to retain and recruit personnel and
to effectively focus on and pursue our corporate objectives.

The markets in which we participate are intensely competitive, and if we do not compete effectively, our operating
results could be adversely affected.

The markets for financial management and HCM applications are highly competitive, with relatively low barriers to
entry for some applications or services. Our primary competitors are SAP and Oracle, well-established providers of
financial management and HCM applications, which have long-standing relationships with many customers. Some
customers may be hesitant to switch vendors or to adopt cloud applications such as ours, and prefer to maintain their
existing relationships with competitors. SAP and Oracle are larger and have greater name recognition, much longer
operating histories, larger marketing budgets, and significantly greater resources than we do. These vendors, as well as
other competitors, could offer financial management and HCM applications on a standalone basis at a low price or
bundled as part of a larger sale. In order to take advantage of customer demand for cloud applications, legacy vendors
are expanding their cloud applications through acquisitions, strategic alliances and organic development. We also face
competition from vendors of specific applications, some of which offer cloud-based solutions. These vendors include,
without limitation: The Ultimate Software Group, Inc., Automatic Data Processing, Inc., Infor Global Solutions, and
Ceridian, Inc. We may also face competition from a variety of vendors of cloud-based and on-premise software
applications that address only one or a portion of our applications. In addition, other companies that provide cloud
applications in different target markets may develop applications or acquire companies that operate in our target
markets, and some potential customers may elect to develop their own internal applications. With the introduction of
new technologies and market entrants, we expect this competition to intensify in the future.

Many of our competitors are able to devote greater resources to the development, promotion, and sale of their
products and services. Furthermore, our current or potential competitors may be acquired by third parties with greater
available resources and the ability to initiate or withstand substantial price competition. In addition, many of our
competitors have established marketing relationships, access to larger customer bases, and major distribution
agreements with consultants, system integrators, and resellers. Our competitors may also establish cooperative
relationships among themselves or with third parties that may further enhance their offerings or resources. If our
competitors’ products, services, or technologies become more accepted than our products, if they are successful in
bringing their products or services to market earlier than ours, or if their products or services are more technologically
capable than ours, then our revenues could be adversely affected. In addition, some of our competitors may offer their
products and services at a lower price. If we are unable to achieve our target pricing levels, our operating results
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would be negatively affected. Pricing pressures and increased competition could result in reduced sales, reduced

margins, losses, or a failure to maintain or improve our competitive market position, any of which could adversely
affect our business.
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If the market for enterprise cloud computing grows more slowly than in recent years, our business could be adversely
affected.

Our success will depend to a substantial extent on the continued growth of cloud computing in general, and of
financial management and HCM services in particular. Many enterprises have invested substantial personnel and
financial resources to integrate traditional enterprise software into their businesses, and therefore may be reluctant or
unwilling to migrate to cloud computing. It is difficult to predict customer adoption rates and demand for our
applications, the future growth rate and size of the cloud computing market, or the entry of competitive applications.
The continued expansion of the cloud computing market depends on a number of factors, including the cost,
performance, and perceived value associated with cloud computing, as well as the ability of cloud computing
companies to address security and privacy concerns. Further, the cloud computing market is less developed in many
jurisdictions outside of the United States. If we or other cloud computing providers experience security incidents, loss
of customer data, disruptions in delivery, or other problems, the market for cloud computing applications as a whole,
including our applications, may be negatively affected. If there is a reduction in demand for cloud computing caused
by a lack of customer acceptance, technological challenges, weakening economic conditions, security, or privacy
concerns, competing technologies and applications, decreases in corporate spending, or otherwise, it could result in
decreased revenues or growth rates and our business could be adversely affected.

If we are not able to provide successful enhancements, new features and modifications, our business could be
adversely affected.

If we are unable to provide enhancements and new features for our existing applications or new applications that
achieve market acceptance or that keep pace with rapid technological developments, our business could be adversely
affected. For example, we are focused on enhancing the features and functionality of our applications to improve their
utility to larger customers with complex, dynamic, and global operations. The success of enhancements, new features,
and applications depends on several factors, including their timely completion, introduction, and market acceptance,
as well as access to the technologies required to build and improve our applications, such as the datasets required to
train our machine learning models. Failure in this regard may significantly impair our revenue growth by negatively
impacting customer renewal rates or result in an inability to attract new customers. In addition, because our
applications are designed to operate on a variety of systems, we will need to continuously modify and enhance our
applications to keep pace with changes in Internet-related hardware, iOS, Android, and other mobile-related
technologies and other software, communication, browser, and database technologies. We may not be successful in
either developing these modifications and enhancements or in bringing them to market in a timely fashion. We must
also appropriately balance the application capability demands of our current customers with the capabilities required
to address the broader market. Furthermore, uncertainties about the timing and nature of new network platforms or
technologies, or modifications to existing platforms or technologies, could increase our product development
expenses. Any failure of our applications to operate effectively with future network platforms and technologies could
reduce the demand for our applications, result in customer dissatisfaction, and adversely affect our business.

Our applications must integrate with or incorporate a variety of third-party technologies, and if we are unable to
ensure that our solutions integrate with or incorporate such technologies, demand for our applications and our
operating results could be adversely affected.

Our applications must integrate with or incorporate a variety of technologies and we must continuously modify and
enhance our applications to adapt to changes in operating systems, hardware, software, communication, browser, and
database technologies. Any failure of our solutions to operate effectively with future technologies or our failure to
respond to changes in a timely and effective manner could reduce the demand for our applications, result in customer
dissatisfaction, and harm our operating results and business.

If our applications fail to perform properly, our reputation could be adversely affected, our market share could decline
and we could be subject to liability claims.

Our applications are inherently complex and may contain material defects or errors. Any defects in functionality or
that cause interruptions in the availability of our applications could result in:

{oss or delayed market acceptance and sales;

breach of warranty claims;
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tssuance of refunds or service credits to customers for prepaid and unused subscription services;

doss of customers;

diversion of development and customer service resources; and

tnjury to our reputation.

The costs incurred in correcting any material defects or errors might be substantial and could adversely affect our
operating results.

9
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Because of the large amount of data that we collect and process, it is possible that hardware failures or errors in our
systems could result in data loss or corruption, or cause the information that we collect to be incomplete or contain
inaccuracies that our customers regard as significant. Furthermore, the availability or performance of our applications
could be adversely affected by a number of factors, including customers’ inability to access the Internet, the failure of
our network or software systems, security breaches, or variability in user traffic for our services. For example, our
customers access our applications through their Internet service providers. If a service provider fails to provide
sufficient capacity to support our applications or otherwise experiences service outages, such failure could interrupt
our customers’ access to our applications, which could adversely affect their perception of our applications’ reliability
and our revenues. We may be required to issue credits or refunds for prepaid amounts related to unused services or
otherwise be liable to our customers for damages they may incur resulting from certain of these events. In addition to
potential liability, if we experience interruptions in the availability of our applications, our reputation could be
adversely affected and we could lose customers.

Our errors and omissions insurance may be inadequate or may not be available in the future on acceptable terms, or at
all. In addition, our policy may not cover all claims made against us and defending a suit, regardless of its merit, could
be costly and divert management’s attention.

Catastrophic events may disrupt our
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