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PART I.
ITEM 1. FINANCIAL STATEMENTS
salesforce.com, inc.
Condensed Consolidated Balance Sheets
(in millions)
April 30, 2020

January 31, 2020

(unaudited)

Assets
Current assets:
Cash and cash equivalents

$

5,772

$

4,145

Marketable securities

4,030

3,802

Accounts receivable, net

3,076

6,174

Costs capitalized to obtain revenue contracts, net

881

926

Prepaid expenses and other current assets

954

916

Total current assets

14,713

15,963

Property and equipment, net

2,518

2,375

Operating lease right-of-use assets, net

2,983

3,040

Noncurrent costs capitalized to obtain revenue contracts, net

1,171

1,348

Strategic investments

1,902

1,963

25,266

25,134

4,488

4,724

582

579

Goodwill
Intangible assets acquired through business combinations, net
Capitalized software and other assets, net
Total assets

$

53,623

$

55,126

$

2,989

$

3,433

Liabilities and stockholders’ equity
Current liabilities:
Accounts payable, accrued expenses and other liabilities
Operating lease liabilities, current
Unearned revenue
Total current liabilities

742

750

9,112

10,662

12,843

14,845

Noncurrent debt

2,673

2,673

Noncurrent operating lease liabilities

2,422

2,445

Other noncurrent liabilities
Total liabilities

1,120

1,278

19,058

21,241

Stockholders’ equity:
Common stock
Additional paid-in capital
Accumulated other comprehensive loss
Retained earnings
Total stockholders’ equity

1

1

32,739

32,116

(135)

(93)

1,960

1,861

34,565

Total liabilities and stockholders’ equity

$

See accompanying Notes.
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53,623

33,885
$

55,126
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salesforce.com, inc.
Condensed Consolidated Statements of Operations
(in millions, except per share data)
(unaudited)
1

Three Months Ended April 30,
2020

2019

Revenues:
Subscription and support

$

4,575

Professional services and other
Total revenues

$

3,496

290

241

4,865

3,737

966

678

Cost of revenues (1)(2):
Subscription and support
Professional services and other
Total cost of revenues
Gross profit

288

236

1,254

914

3,611

2,823

Operating expenses (1)(2):
Research and development
Marketing and sales
General and administrative
Total operating expenses
Income (loss) from operations
Gains on strategic investments, net

859

554

2,390

1,697

502

362

3,751

2,613

(140)

210

192

281

Other expense

(5)

(9)

Income before benefit from (provision for) income taxes

47

482

Benefit from (provision for) income taxes

52

(90)

Net income

$

99

$

392

Basic net income per share

$

0.11

$

0.51

Diluted net income per share

$

0.11

$

0.49

Shares used in computing basic net income per share

896

771

Shares used in computing diluted net income per share

913

793

_______________

(1) Amounts include amortization of intangible assets acquired through business combinations, as follows:
Three Months Ended April 30,
2020

Cost of revenues

$

2019

159

Marketing and sales

$

61

112

68

(2) Amounts include stock-based expense, as follows:
Three Months Ended April 30,
2020

Cost of revenues

$

2019

52

$

43

Research and development

166

81

Marketing and sales

223

177

63

42

General and administrative

See accompanying Notes.
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salesforce.com, inc.
Condensed Consolidated Statements of Comprehensive Income
(in millions)
(unaudited)
1

Three Months Ended April 30,
2020

Net income

$

2019

99

$

392

Other comprehensive loss, net of reclassification adjustments:
Foreign currency translation and other losses

(23)

Unrealized gains (losses) on marketable securities and privately held debt securities

(25)

8

(48)

(5)

6

(2)

(42)

(7)

Other comprehensive loss, before tax
Tax effect
Other comprehensive loss, net
Comprehensive income

$

See accompanying Notes.
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57

(13)

$

385
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salesforce.com, inc.
Condensed Consolidated Statements of Stockholders’ Equity
(in millions)
(unaudited)
Three Months Ended April 30, 2019
Common Stock
Shares
Balance at January 31, 2019
Common stock issued
Stock-based expenses
Other comprehensive loss, net of tax
Net income
Balance at April 30, 2019

Additional
Paid-in
Capital

Amount

Accumulated Other
Comprehensive Loss

Total
Stockholders’
Equity

Retained Earnings

770
5
0
0
0

$

1
0
0
0
0

$

13,927
113
343
0
0

$

(58)
0
0
(7)
0

$

1,735
0
0
0
392

$

15,605
113
343
(7)
392

775

$

1

$

14,383

$

(65)

$

2,127

$

16,446

Three Months Ended April 30, 2020
Common Stock
Shares
Balance at January 31, 2020
Common stock issued
Stock-based expenses
Other comprehensive loss, net of tax
Net income
Balance at April 30, 2020

Additional
Paid-in
Capital

Amount

Accumulated Other
Comprehensive Loss

Total
Stockholders’
Equity

Retained Earnings

893
6
0
0
0

$

1
0
0
0
0

$

32,116
119
504
0
0

$

(93)
0
0
(42)
0

$

1,861
0
0
0
99

$

33,885
119
504
(42)
99

899

$

1

$

32,739

$

(135)

$

1,960

$

34,565

See accompanying Notes.

6

Table of Contents

salesforce.com, inc.
Condensed Consolidated Statements of Cash Flows
(in millions)
(unaudited)
1

Three Months Ended April 30,
2020

2019

Operating activities:
Net income

$

99

$

392

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

658

437

Amortization of costs capitalized to obtain revenue contracts, net

247

209

Expenses related to employee stock plans
Gains on strategic investments, net

504

343

(192)

(281)

Changes in assets and liabilities, net of business combinations:
Accounts receivable, net

3,094

2,774

Costs capitalized to obtain revenue contracts, net

(25)

(124)

Prepaid expenses and other current assets and other assets

(11)

(97)

Accounts payable
Accrued expenses and other liabilities
Operating lease liabilities
Unearned revenue

147

15

(904)

(560)

(203)

(164)

(1,555)

(979)

1,859

1,965

Business combinations, net of cash acquired

(103)

(10)

Purchases of strategic investments

(342)

(159)

Net cash provided by operating activities
Investing activities:

Sales of strategic investments

601

194

(834)

(734)

Sales of marketable securities

337

86

Maturities of marketable securities

227

56

(323)

(159)

(437)

(726)

Proceeds from employee stock plans

258

219

Principal payments on financing obligations

(48)

(11)

(1)

(1)

209

207

Purchases of marketable securities

Capital expenditures
Net cash used in investing activities
Financing activities:

Repayments of debt
Net cash provided by financing activities
Effect of exchange rate changes
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of period

(4)

(5)

1,627

1,441

4,145

Cash and cash equivalents, end of period

$

See accompanying Notes.
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5,772

2,669
$

4,110
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salesforce.com, inc.
Condensed Consolidated Statements of Cash Flows
Supplemental Cash Flow Disclosure
(in millions)
(unaudited)
Three Months Ended April 30,
2020

2019

Supplemental cash flow disclosure:
Cash paid during the period for:
Interest

$

46

$

50

Income taxes, net of tax refunds

$

58

$

18

See accompanying Notes.
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salesforce.com, inc.
Notes to Condensed Consolidated Financial Statements
1. Summary of Business and Significant Accounting Policies
Description of Business
Salesforce.com, inc. (the “Company”) is a leading provider of enterprise software, delivered through the cloud, with a focus on customer relationship
management, or CRM. The Company introduced its first CRM solution in 2000, and has since expanded its service offerings into new areas and industries with
new editions, features and platform capabilities.
The Company's core mission is to empower its customers to connect with their customers in entirely new ways through cloud, mobile, social, blockchain,
voice, advanced analytics and artificial intelligence (“AI”) technologies. Salesforce’s Customer 360 is an integrated platform that unites sales, service, marketing,
commerce, integration, analytics and more to give companies a single, shared view of their customers.
Fiscal Year
The Company’s fiscal year ends on January 31. References to fiscal 2021, for example, refer to the fiscal year ending January 31, 2021.
Basis of Presentation
The accompanying condensed consolidated balance sheet as of April 30, 2020 and the condensed consolidated statements of operations, condensed
consolidated statements of comprehensive income, condensed consolidated statements of stockholders' equity and condensed consolidated statements of cash flows
for the three months ended April 30, 2020 and 2019 are unaudited.
These financial statements have been prepared in accordance with U.S. generally accepted accounting principles (“U.S. GAAP”) for interim financial
information. Accordingly, they do not include all of the financial information and footnotes required by U.S. GAAP for complete financial statements. In the
opinion of the Company’s management, the unaudited condensed consolidated financial statements include all adjustments necessary for the fair presentation of
the Company’s balance sheet as of April 30, 2020, and its results of operations, including its comprehensive income, stockholders' equity and its cash flows for the
three months ended April 30, 2020 and 2019. All adjustments are of a normal recurring nature. The results for the three months ended April 30, 2020 are not
necessarily indicative of the results to be expected for any subsequent quarter or for the fiscal year ending January 31, 2021.
These unaudited interim condensed consolidated financial statements should be read in conjunction with the consolidated financial statements and related
notes included in the Company's Annual Report on Form 10-K for the fiscal year ended January 31, 2020, filed with the Securities and Exchange Commission (the
“SEC”) on March 5, 2020.
Use of Estimates
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and assumptions in the Company’s
condensed consolidated financial statements and notes thereto.
Significant estimates and assumptions made by management include the determination of:
• the fair value of assets acquired and liabilities assumed for business combinations;
• the standalone selling price (“SSP”) of performance obligations for revenue contracts with multiple performance obligations;
• the valuation of privately-held strategic investments, including impairments;
• the recognition, measurement and valuation of current and deferred income taxes and uncertain tax positions;
• the average period of benefit associated with costs capitalized to obtain revenue contracts;
• the useful lives of intangible assets; and
• the fair value of certain stock awards issued.
Actual results could differ materially from those estimates. The Company bases its estimates on historical experience and on various other assumptions that
are believed to be reasonable, the result of which forms the basis for making judgments about the carrying values of assets and liabilities.
In December 2019, the novel coronavirus and resulting disease (“COVID-19”) was reported and in March 2020 the World Health Organization declared it a
pandemic. The extent of the impact of COVID-19 on the Company’s operational and financial performance will depend on certain developments, including the
duration of the outbreak, impact on the Company’s
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customers and its sales cycles, and impact on the Company’s employees, as discussed in more detail in Part I, Item 2 “Management’s Discussion and Analysis of
Financial Condition and Results of Operations”. During the three months ended April 30, 2020, this uncertainty resulted in a higher level of judgment related to the
Company’s estimates and assumptions concerning variable consideration related to revenue recognition, allowances for credit losses, impairment of strategic
investments, contract termination costs related to customer and employee events and operating lease right of use assets impairment. As of the date of issuance of
the financial statements, the Company is not aware of any specific event or circumstance that would require it to update its estimates, judgments, or revise the
carrying value of its assets or liabilities. These estimates may change, as new events occur and additional information is obtained, and such changes will be
recognized in the condensed consolidated financial statements as soon as they become known. Actual results could differ from these estimates and any such
differences may be material to the Company’s financial statements.
Principles of Consolidation
The condensed consolidated financial statements include the accounts of the Company and its wholly-owned subsidiaries. All significant intercompany
balances and transactions have been eliminated in consolidation.
Segments
The Company operates as one operating segment. Operating segments are defined as components of an enterprise for which separate financial information is
evaluated regularly by the chief operating decision maker (“CODM”), in deciding how to allocate resources and assess performance. Over the past few years, the
Company has completed a number of acquisitions. These acquisitions have allowed the Company to expand its offerings, presence and reach in various market
segments of the enterprise cloud computing market.
While the Company has offerings in multiple enterprise cloud computing market segments, including as a result of the Company's acquisitions, and operates
in multiple countries, the Company’s business operates in one operating segment because most of the Company's offerings operate on its single Customer 360
Platform and most of the Company's products are deployed in a nearly identical way, and the Company’s CODM evaluates the Company’s financial information
and resources and assesses the performance of these resources on a consolidated basis.
In February 2020, former co-CEO and director Keith Block resigned his positions from the Company. Prior to his resignation, Mr. Block was identified as a
co-CODM along with Marc Benioff, CEO and Chair of the Board. Upon Mr. Block’s resignation, Mr. Benioff assumed all Mr. Block’s responsibilities and, as of
the first quarter of fiscal 2021, is the sole individual that evaluates the operating results of the Company to assess performance and allocate resources. Accordingly,
the Company determined that the chief executive officer also serves as the CODM for the purposes of segment reporting. Despite the change in the chief operating
decision maker, the Company determined no change to segment reporting was necessary as there was no change in the components of the Company for which
separate financial information is regularly evaluated.
Concentrations of Credit Risk, Significant Customers and Investments
The Company’s financial instruments that are exposed to concentrations of credit risk consist primarily of cash and cash equivalents, marketable securities
and accounts receivable. Collateral is not required for accounts receivable. The Company maintains an allowance for its doubtful accounts receivable due to
estimated credit losses. This allowance is based upon historical loss patterns, the number of days that billings are past due, an evaluation of the potential risk of loss
associated with delinquent accounts and current market conditions and reasonable and supportable forecasts of future economic conditions to inform adjustments to
historical loss patterns. Receivables are written-off and charged against the recorded allowance when the Company has exhausted collection efforts without
success.
No single customer accounted for more than five percent of accounts receivable at April 30, 2020 and January 31, 2020. No single customer accounted for
five percent or more of total revenue during the three months ended April 30, 2020 and 2019. As of April 30, 2020 and January 31, 2020, assets located outside the
Americas were 11 percent and 12 percent of total assets, respectively. As of April 30, 2020 and January 31, 2020, assets located in the United States were 87
percent and 87 percent of total assets, respectively.
The Company is also exposed to concentrations of risk in its strategic investment portfolio. As of April 30, 2020, the Company held five investments with
carrying values that were individually greater than five percent of its total strategic investments, all of which were privately held. As of January 31, 2020, the
Company held five investments that were individually greater than five percent of its total strategic investments, of which one was publicly traded and four were
privately held.
Revenue Recognition
The Company derives its revenues from two sources: (1) subscription revenues, which are comprised of subscription fees from customers accessing the
Company’s enterprise cloud computing services (collectively, “Cloud Services”), software licenses, and from customers paying for additional support beyond the
standard support that is included in the basic
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subscription fees; and (2) related professional services such as process mapping, project management and implementation services. Other revenue consists
primarily of training fees.
Revenue is recognized upon transfer of control of promised products and services to customers in an amount that reflects the consideration the Company
expects to receive in exchange for those products or services. If the consideration promised in a contract includes a variable amount, for example, overage fees,
contingent fees or service level penalties, the Company includes an estimate of the amount it expects to receive for the total transaction price if it is probable that a
significant reversal of cumulative revenue recognized will not occur.
The Company determines the amount of revenue to be recognized through the application of the following steps:
• Identification of the contract, or contracts with a customer;
• Identification of the performance obligations in the contract;
• Determination of the transaction price;
• Allocation of the transaction price to the performance obligations in the contract; and
• Recognition of revenue when or as the Company satisfies the performance obligations.
The Company’s subscription service arrangements are non-cancelable and do not contain refund-type provisions.
Subscription and Support Revenues
Subscription and support revenues are comprised of fees that provide customers with access to Cloud Services, software licenses and related support and
updates during the term of the arrangement.
Cloud Services allow customers to use the Company's multi-tenant software without taking possession of the software. Revenue is generally recognized
ratably over the contract term.
With the May 2018 acquisition of MuleSoft, Inc. (“MuleSoft”) and the August 2019 acquisition of Tableau Software, Inc. (“Tableau”), subscription and
support revenues also includes revenues associated with software licenses. These licenses for on-premises software provide the customer with a right to use the
software as it exists when made available. Customers purchase these term licenses through a subscription. Revenues from distinct licenses are generally recognized
upfront when the software is made available to the customer. In cases where the Company allocates revenue to software updates and support revenue, the allocated
revenue is recognized as the updates are provided, which is generally ratably over the contract term.
The Company typically invoices its customers annually. Typical payment terms provide that customers pay within 30 days of invoice. Amounts that have
been invoiced are recorded in accounts receivable and in unearned revenue or revenue, depending on whether transfer of control to customers has occurred.
Professional Services and Other Revenues
The Company’s professional services contracts are either on a time and materials, fixed fee or subscription basis. These revenues are recognized as the
services are rendered for time and materials contracts, on a proportional performance basis for fixed price contracts or ratably over the contract term for
subscription professional services contracts. Training revenues are recognized as the services are performed.
Significant Judgments - Contracts with Multiple Performance Obligations
The Company enters into contracts with its customers that may include promises to transfer multiple Cloud Services, software licenses, premium support and
professional services. A performance obligation is a promise in a contract with a customer to transfer products or services that are distinct. Determining whether
products and services are distinct performance obligations that should be accounted for separately or combined as one unit of accounting may require significant
judgment.
Cloud Services and software licenses are distinct because such offerings are often sold separately. In determining whether professional services are distinct,
the Company considers the following factors for each professional services agreement: availability of the services from other vendors, the nature of the
professional services, the timing of when the professional services contract was signed in comparison to the subscription start date and the contractual dependence
of the service on the customer’s satisfaction with the professional services work. To date, the Company has concluded that professional services included in
contracts with multiple performance obligations generally are distinct.
The Company allocates the transaction price to each performance obligation on a relative SSP basis. The SSP is the price at which the Company would sell a
promised product or service separately to a customer. Judgment is required to determine the SSP for each distinct performance obligation.
The Company determines SSP by considering its overall pricing objectives and market conditions. Significant pricing practices taken into consideration
include the Company’s discounting practices, the size and volume of the Company’s transactions, the customer demographic, the geographic area where services
are sold, price lists, the Company's go-to-market strategy, historical sales and contract prices. In instances where the Company does not sell or price a product or
service
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separately, the Company determines relative fair value using information that may include market conditions or other observable inputs. As the Company’s go-tomarket strategies evolve, the Company may modify its pricing practices in the future, which could result in changes to SSP.
In certain cases, the Company is able to establish SSP based on observable prices of products or services sold or priced separately in comparable
circumstances to similar customers. The Company uses a single amount to estimate SSP when it has observable prices.
If SSP is not directly observable, for example when pricing is highly variable, the Company uses a range of SSP. The Company determines the SSP range
using information that may include pricing practices or other observable inputs. The Company typically has more than one SSP for individual products and
services due to the stratification of those products and services by customer size and geography.
Costs Capitalized to Obtain Revenue Contracts
The Company capitalizes incremental costs of obtaining a non-cancelable subscription and support revenue contract. The capitalized amounts consist
primarily of sales commissions paid to the Company’s direct sales force. Capitalized amounts also include (1) amounts paid to employees other than the direct
sales force who earn incentive payouts under annual compensation plans that are tied to the value of contracts acquired, (2) commissions paid to employees upon
renewals of subscription and support contracts, (3) the associated payroll taxes and fringe benefit costs associated with the payments to the Company’s employees,
and to a lesser extent (4) success fees paid to partners in emerging markets where the Company has a limited presence.
Costs capitalized related to new revenue contracts are amortized on a straight-line basis over four years, which, although longer than the typical initial
contract period, reflects the average period of benefit, including expected contract renewals. In arriving at this average period of benefit, the Company evaluated
both qualitative and quantitative factors which included the estimated life cycles of its offerings and its customer attrition. Additionally, the Company amortizes
capitalized costs for renewals and success fees paid to partners over two years.
The capitalized amounts are recoverable through future revenue streams under all non-cancelable customer contracts. The Company periodically evaluates
whether there have been any changes in its business, the market conditions in which it operates or other events which would indicate that its amortization period
should be changed or if there are potential indicators of impairment.
Amortization of capitalized costs to obtain revenue contracts is included in marketing and sales expense in the accompanying condensed consolidated
statements of operations.
During the three months ended April 30, 2020, the Company capitalized $25 million of costs to obtain revenue contracts and amortized $247 million to
marketing and sales expense. During the three months ended April 30, 2020, the Company offered its direct sales force a partial minimum commission guarantee
that would pay the greater of actual commissions earned or a fixed amount of their variable compensation that would have been otherwise paid if incremental new
business was not impacted by the COVID-19 pandemic. As these payments were guaranteed and not a cost to obtain a revenue contract, the amounts were
immediately expensed and reflected in the Company’s condensed consolidated statement of operations. During the same period a year ago, the Company
capitalized $124 million of costs to obtain revenue contracts and amortized $209 million to marketing and sales expense. Costs capitalized to obtain a revenue
contract, net on the Company's condensed consolidated balance sheets totaled $2.1 billion at April 30, 2020 and $2.3 billion at January 31, 2020. There were no
impairments of costs to obtain revenue contracts for the three months ended April 30, 2020 and 2019, respectively.
Cash and Cash Equivalents
The Company considers all highly liquid investments purchased with an original maturity of three months or less to be cash equivalents. Cash and cash
equivalents are stated at fair value.
Marketable Securities
The Company considers all of its marketable debt securities as available for use in current operations, including those with maturity dates beyond one year,
and therefore classifies these securities within current assets on the condensed consolidated balance sheets. Securities are classified as available for sale and are
carried at fair value, with the change in unrealized gains and losses, net of tax, reported as a separate component on the condensed consolidated statements of
comprehensive income until realized. Fair value is determined based on quoted market rates when observable or utilizing data points that are observable, such as
quoted prices, interest rates and yield curves. Securities with an amortized cost basis in excess of estimated fair value are assessed to determine what amount of the
excess, if any, is caused by expected credit losses, as required by new accounting pronouncement ASU 2016-13 discussed in further detail below. Expected credit
losses on securities are recognized in other income (expense), net on the condensed consolidated statements of operations, and any remaining unrealized losses, net
of taxes, are included in accumulated other comprehensive loss in stockholders' equity. For the

12

Table of Contents

purposes of computing realized and unrealized gains and losses, the cost of securities sold is based on the specific-identification method. Interest on securities
classified as available for sale is included as a component of investment income.
Strategic Investments
The Company holds strategic investments in privately held debt and equity securities and publicly held equity securities in which the Company does not
have a controlling interest.
Privately held equity securities which the Company does not have a controlling financial interest in but does exercise significant influence over the investee
are accounted for under the equity method. Privately held equity securities not accounted for under the equity method are recorded at cost and adjusted for
observable transactions for same or similar investments of the same issuer (referred to as the measurement alternative) or impairment. All gains and losses on
privately held equity securities, realized and unrealized, are recorded through gains on strategic investments, net on the condensed consolidated statement of
operations. Privately held debt securities are recorded at fair value with changes in fair value recorded through accumulated other comprehensive income on the
condensed consolidated balance sheet.
Valuations of privately held securities are inherently complex due to the lack of readily available market data and require the Company's use of judgment.
The carrying value is not adjusted for the Company's privately held equity securities if there are no observable price changes in a same or similar security from the
same issuer or if there are no identified events or changes in circumstances that may indicate impairment, as discussed below. In determining the estimated fair
value of its strategic investments in privately held companies, the Company utilizes the most recent data available to the Company. The Company assesses its
privately held debt and equity securities in its strategic investment portfolio at least quarterly for impairment. The Company’s impairment analysis encompasses an
assessment of both qualitative and quantitative factors including the investee's financial metrics, market acceptance of the investee's product or technology and the
rate at which the investee is using its cash. If the investment is considered impaired, the Company recognizes an impairment through the condensed consolidated
statement of operations and establishes a new carrying value for the investment.
Publicly held equity securities are measured at fair value with changes recorded through gains on strategic investments, net on the condensed consolidated
statement of operations.
Derivative Financial Instruments
The Company enters into foreign currency derivative contracts with financial institutions to reduce foreign exchange risk. The Company uses forward
currency derivative contracts to minimize the Company’s exposure to balances primarily denominated in the Euro, British Pound Sterling, Japanese Yen, Canadian
Dollar and Australian Dollar. The Company’s foreign currency derivative contracts, which are not designated as hedging instruments, are used to reduce the
exchange rate risk associated primarily with intercompany receivables and payables. The Company’s derivative financial instruments program is not designated for
trading or speculative purposes. The Company generally enters into master netting arrangements with the financial institutions with which it contracts for such
derivative contracts, which permit net settlement of transactions with the same counterparty, thereby reducing credit-related losses in the event of the financial
institutions' nonperformance. As of April 30, 2020 and January 31, 2020, the outstanding foreign currency derivative contracts were recorded at fair value on the
condensed consolidated balance sheets.
Foreign currency derivative contracts are marked-to-market at the end of each reporting period with gains and losses recognized as other expense to offset
the gains or losses resulting from the settlement or remeasurement of the underlying foreign currency denominated receivables and payables. While the contract or
notional amount is often used to express the volume of foreign currency derivative contracts, the amounts potentially subject to credit risk are generally limited to
the amounts, if any, by which the counterparties’ obligations under the agreements exceed the obligations of the Company to the counterparties.
Fair Value Measurement
The Company measures its cash and cash equivalents, marketable securities and foreign currency derivative contracts at fair value. In addition, the Company
measures its strategic investments, including its publicly held equity securities, privately held debt securities and privately held equity securities for which there
has been an observable price change in a same or similar security, at fair value. The additional disclosures regarding the Company’s fair value measurements are
included in Note 5 “Fair Value Measurement.”
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Property and Equipment
Property and equipment are stated at cost. Depreciation is calculated on a straight-line basis over the estimated useful lives of those assets as follows:
Computers, equipment and software
3 to 9 years
Furniture and fixtures
Leasehold improvements

5 years
Shorter of the estimated lease term or 10 years

Building and building improvements

10 to 40 years

When assets are retired or otherwise disposed of, the cost and accumulated depreciation and amortization are removed from their respective accounts and
any loss on such retirement is reflected in operating expenses.
Capitalized Software Costs
The Company capitalizes costs related to its enterprise cloud computing services and certain projects for internal use incurred during the application
development stage. Costs related to preliminary project activities and post implementation activities are expensed as incurred. Internal-use software is amortized on
a straight-line basis over its estimated useful life, which is generally three to five years. Management evaluates the useful lives of these assets on an annual basis
and tests for impairment whenever events or changes in circumstances occur that could impact the recoverability of these assets.
Intangible Assets Acquired through Business Combinations
Intangible assets are amortized over their estimated useful lives. Each period, the Company evaluates the estimated remaining useful life of its intangible
assets and whether events or changes in circumstances warrant a revision to the remaining period of amortization. Management tests for impairment whenever
events or changes in circumstances occur that could impact the recoverability of these assets.
Impairment Assessment
The Company evaluates intangible assets and long-lived assets for possible impairment whenever events or changes in circumstances indicate that the
carrying amount of such assets may not be recoverable. This includes but is not limited to significant adverse changes in business climate, market conditions, or
other events that indicate an asset's carrying amount may not be recoverable. Recoverability of these assets is measured by comparing the carrying amount of each
asset to the future undiscounted cash flows the asset is expected to generate. If the undiscounted cash flows used in the test for recoverability are less than the
carrying amount of these assets, the carrying amount of such assets is reduced to fair value.
The Company evaluates and tests the recoverability of its goodwill for impairment at least annually during its fourth quarter of each fiscal year or more often
if and when circumstances indicate that goodwill may not be recoverable.
There were no material impairments of capitalized software, intangible assets, long-lived assets or goodwill during the three months ended April 30, 2020
and 2019, respectively.
Business Combinations
The Company uses its best estimates and assumptions to assign fair value to the tangible and intangible assets acquired and liabilities assumed at the
acquisition date. The Company’s estimates are inherently uncertain and subject to refinement. During the measurement period, which may be up to one year from
the acquisition date, the Company may record adjustments to the fair value of these tangible and intangible assets acquired and liabilities assumed, with the
corresponding offset to goodwill. In addition, uncertain tax positions and tax-related valuation allowances are initially recorded in connection with a business
combination as of the acquisition date. The Company continues to collect information and reevaluates these estimates and assumptions quarterly and records any
adjustments to the Company’s preliminary estimates to goodwill provided that the Company is within the measurement period. Upon the conclusion of the
measurement period or final determination of the fair value of assets acquired or liabilities assumed, whichever comes first, any subsequent adjustments are
recorded to the Company’s condensed consolidated statement of operations.
In the event the Company acquires an entity with which the Company has a preexisting relationship, the Company will generally recognize a gain or loss to
settle that relationship as of the acquisition date within operating income on the condensed consolidated statements of operations. In the event that the Company
acquires an entity in which the Company previously held a strategic investment, the difference between the fair value of the shares as of the date of the acquisition
and the carrying value of the strategic investment is recorded as a gain or loss and recorded within net gains (or losses) on strategic investments in the condensed
consolidated statement of operations.
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Leases
The Company determines if an arrangement is a lease at inception. Operating leases are included in operating lease right-of-use (“ROU”) assets and current
and noncurrent operating lease liabilities on the Company’s condensed consolidated balance sheets. Finance leases are included in property and equipment, accrued
expenses and other liabilities, and other noncurrent liabilities on the Company’s condensed consolidated balance sheets.
ROU assets represent the Company's right to use an underlying asset for the lease term and the corresponding lease liabilities represent its obligation to make
lease payments arising from the lease. Lease ROU assets and lease liabilities are recognized based on the present value of the future minimum lease payments over
the lease term at commencement date. The lease ROU asset is reduced for tenant incentives and excludes any initial direct costs incurred. As the Company’s leases
do not provide an implicit rate, the net present value of future minimum lease payments is determined using the Company’s incremental borrowing rate. The
Company's incremental borrowing rate is estimated to approximate the interest rate on a collateralized basis with similar terms and payments, in an economic
environment where the leased asset is located. The Company’s lease terms may include options to extend or terminate the lease. These options are reflected in the
ROU asset and lease liability when it is reasonably certain that the Company will exercise the option. The Company reassesses the lease term if and when a
significant event or change in circumstances occurs within the control of the Company, such as construction of significant leasehold improvements that are
expected to have economic value when the option becomes exercisable.
Lease expenses for minimum lease payments for operating leases are recognized on a straight-line basis over the lease term. Amortization expense of the
ROU asset for finance leases is recognized on a straight-line basis over the lease term and interest expense for finance leases is recognized based on the
incremental borrowing rate.
The Company has lease agreements with lease and non-lease components, which it has elected to combine for all asset classes. In addition, the Company
does not recognize ROU assets or lease liabilities for leases with a term of 12 months or less for all of its asset classes.
On the lease commencement date the Company establishes assets and liabilities for the present value of estimated future costs to retire long-lived assets at
the termination or expiration of a lease. Such assets are amortized over the lease term to operating expense.
The Company additionally has entered into subleases for unoccupied leased office space. Any impairments to the ROU asset, leasehold improvements or
other assets as a result of a sublease are recognized in the period the sublease is executed and recorded as an operating expense. Any sublease payments received in
excess of the straight-line rent payments for the sublease are recorded as an offset to operating expenses and recognized over the sublease life.
Stock-Based Expense
Stock-based expenses related to stock options are measured based on grant date at fair value using the Black-Scholes option pricing model and restricted
stock awards based on grant date at fair value using the closing stock price. The Company recognizes stock-based expenses related to stock options and restricted
stock awards on a straight-line basis, net of estimated forfeitures, over the requisite service period of the awards, which is generally the vesting term of four years.
Stock-based expenses related to the Company’s Amended and Restated 2004 Employee Stock Purchase Plan (“ESPP” or “2004 Employee Stock Purchase
Plan”) are measured based on grant date at fair value using the Black-Scholes option pricing model. The Company recognizes stock-based expenses related to
shares issued pursuant to the 2004 Employee Stock Purchase Plan on a straight-line basis over the offering period, which is 12 months. The ESPP allows
employees to purchase shares of the Company's common stock at a 15 percent discount from the lower of the Company’s stock price on (i) the first day of the
offering period or on (ii) the last day of the purchase period and also allows employees to reduce their percentage election once during a six month purchase period
(December 15 and June 15 of each fiscal year), but not increase that election until the next one-year offering period. The ESPP also includes a re-set provision for
the purchase price if the stock price on the purchase date is less than the stock price on the offering date.
Stock-based expenses related to performance share grants, which are awarded to executive officers and other members of senior management, are measured
based on grant date at fair value using a Monte Carlo simulation model and expensed on a straight-line basis, net of estimated forfeitures, over the service period of
the awards, which is generally the vesting term of three years.
The Company, at times, grants unvested restricted shares to employee stockholders of certain acquired companies in lieu of cash consideration. These
awards are generally subject to continued post-acquisition employment. Therefore, the Company accounts for them as post-acquisition stock-based expense. The
Company recognizes stock-based expense equal to the grant date fair value of the restricted stock awards on a straight-line basis over the requisite service period of
the awards, which is generally four years.
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Income Taxes
The Company uses the asset and liability method of accounting for income taxes. Under this method, deferred tax assets and liabilities are determined based
on temporary differences between the financial statement and tax basis of assets and liabilities using enacted tax rates in effect for the year in which the differences
are expected to reverse. The effect on deferred tax assets and liabilities of a change in tax laws is recognized in the condensed consolidated statements of
operations in the period that includes the enactment date.
The Company’s tax positions are subject to income tax audits by multiple tax jurisdictions throughout the world. The Company recognizes the tax benefit of
an uncertain tax position only if it is more likely than not that the position is sustainable upon examination by the taxing authority, solely based on its technical
merits. The tax benefit recognized is measured as the largest amount of benefit which is greater than 50 percent likely to be realized upon settlement with the
taxing authority. The Company recognizes interest accrued and penalties related to unrecognized tax benefits in the income tax provision.
Valuation allowances are established when necessary to reduce deferred tax assets to the amounts that are more likely than not expected to be realized based
on the weighting of positive and negative evidence. Future realization of deferred tax assets ultimately depends on the existence of sufficient taxable income of the
appropriate character (for example, ordinary income or capital gain) within the carryback or carryforward periods available under the applicable tax law. The
Company regularly reviews the deferred tax assets for recoverability based on historical taxable income, projected future taxable income, the expected timing of
the reversals of existing temporary differences and tax planning strategies. The Company’s judgments regarding future profitability may change due to many
factors, including future market conditions and the ability to successfully execute its business plans. Should there be a change in the ability to recover deferred tax
assets, the tax provision would increase or decrease in the period in which the assessment is changed.
Foreign Currency Translation
The functional currency of the Company’s major foreign subsidiaries is generally the local currency. Adjustments resulting from translating foreign
functional currency financial statements into U.S. dollars are recorded as a separate component on the condensed consolidated statement of comprehensive income.
Foreign currency transaction gains and losses are included in other income in the condensed consolidated statement of operations for the period. All assets and
liabilities denominated in a foreign currency are translated into U.S. dollars at the exchange rate on the balance sheet date. Revenues and expenses are translated at
the average exchange rate during the period. Equity transactions are translated using historical exchange rates.
Warranties and Indemnification
The Company’s enterprise cloud computing services are typically warranted to perform in a manner consistent with general industry standards that are
reasonably applicable and materially in accordance with the Company’s online help documentation under normal use and circumstances.
The Company’s arrangements generally include certain provisions for indemnifying customers against liabilities if its products or services infringe a third
party’s intellectual property rights. To date, the Company has not incurred any material costs as a result of such obligations and has not accrued any material
liabilities related to such obligations in the accompanying condensed consolidated financial statements.
The Company has also agreed to indemnify its directors and executive officers for costs associated with any fees, expenses, judgments, fines and settlement
amounts incurred by any of these persons in any action or proceeding to which any of those persons is, or is threatened to be, made a party by reason of the
person’s service as a director or officer, including any action by the Company, arising out of that person’s services as the Company’s director or officer or that
person’s services provided to any other company or enterprise at the Company’s request. The Company maintains director and officer insurance coverage that
would generally enable the Company to recover a portion of any future amounts paid. The Company may also be subject to indemnification obligations by law
with respect to the actions of its employees under certain circumstances and in certain jurisdictions.
New Accounting Pronouncements Adopted in Fiscal 2021
ASU 2016-13
In June 2016, the FASB issued Accounting Standards Update No. 2016-13 (ASU 2016-13) "Financial Instruments-Credit Losses (Topic 326): Measurement
of Credit Losses on Financial Instruments," which requires the measurement and recognition of expected credit losses for financial assets held at amortized cost,
which includes the Company's accounts receivables, certain financial instruments and contract assets. ASU 2016-13 replaces the prior incurred loss impairment
model with an expected loss methodology, which results in more timely recognition of credit losses. Effective on February 1, 2020, the Company adopted the
provisions and expanded disclosure requirements described in ASU 2016-13. The adoption of ASU 2016-13 was not material.
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Accounting Pronouncements Pending Adoption
In December 2019, the FASB issued Accounting Standards Update No. 2019-12, “Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes
(“ASU 2019-12”),” which modifies and eliminates certain exceptions to the general principles of ASC 740, Income taxes. The new standard is effective for interim
and annual periods beginning after December 15, 2020, and early adoption is permitted. The Company is currently evaluating the impact of the adoption to its
consolidated financial statements.
2. Revenues
Disaggregation of Revenue
Subscription and Support Revenue by the Company's service offerings
Subscription and support revenues consisted of the following (in millions):
Three Months Ended April 30,
2020

Sales Cloud

$

2019

1,245

$

1,073

Service Cloud

1,252

1,020

Salesforce Platform and Other

1,364

842

Marketing and Commerce Cloud

714
$

4,575

561
$

3,496

Total Revenue by Geographic Locations
Revenues by geographical region consisted of the following (in millions):
Three Months Ended April 30,
2020

Americas

$

Europe
Asia Pacific
$

2019

3,370

$

2,617

1,034

755

461

365

4,865

$

3,737

Revenues by geography are determined based on the region of the Company's contracting entity, which may be different than the region of the customer.
Americas revenue attributed to the United States was approximately 96 percent during the three months ended April 30, 2020 and 2019, respectively. No other
country represented more than ten percent of total revenue during the three months ended April 30, 2020 and 2019, respectively.
Contract Balances
Contract Assets
As described in Note 1, subscription and support revenue is generally recognized ratably over the contract term beginning on the commencement date of
each contract. License revenue is recognized as the licenses are delivered. The Company records a contract asset when revenue recognized on a contract exceeds
the billings. The Company's standard billing terms are annual in advance. Contract assets were $454 million as of April 30, 2020 as compared to $449 million as of
January 31, 2020, and are included in prepaid expenses and other current assets on the condensed consolidated balance sheet. Impairments of contract assets were
immaterial during the three months ended April 30, 2020 and 2019, respectively.
Unearned Revenue
Unearned revenue represents amounts that have been invoiced in advance of revenue recognition and is recognized as revenue when transfer of control to
customers has occurred or services have been provided. The unearned revenue balance does not represent the total contract value of annual or multi-year, noncancelable subscription agreements. The Company generally invoices customers in annual installments. The unearned revenue balance is influenced by several
factors, including seasonality, the compounding effects of renewals, invoice duration, invoice timing, dollar size and new business linearity within the quarter.
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The change in unearned revenue was as follows (in millions):
Three Months Ended April 30,
2020

Unearned revenue, beginning of period

2019

$

10,662

Billings and other (1)

$

8,564

3,305

Contribution from contract asset

2,714

5

44

(4,453)

(3,488)

Revenue recognized over time as delivered

(191)

(172)

Revenue recognized at a point in time

(221)

(77)

5

0

Revenue recognized ratably over time

Unearned revenue from business combinations
Unearned revenue, end of period

$

9,112

$

7,585

(1) Other includes, for example, the impact of foreign currency translation.
Revenue recognized ratably over time is generally billed in advance and includes Cloud Services, the related support and advisory services.
Revenue recognized over time as delivered includes professional services billed on a time and materials basis, fixed fee professional services and training
classes that are primarily billed, delivered and recognized within the same reporting period.
Revenue recognized at a point in time substantially consists of on-premise software licenses.
Remaining Performance Obligation
Remaining performance obligation represents contracted revenue that has not yet been recognized and includes unearned revenue and unbilled amounts that
will be recognized as revenue in future periods. Transaction price allocated to the remaining performance obligation is influenced by several factors, including
seasonality, the timing of renewals, the timing of software license deliveries, average contract terms and foreign currency exchange rates. Unbilled portions of the
remaining performance obligation denominated in foreign currencies are revalued each period based on the period end exchange rates. Unbilled portions of the
remaining performance obligation are subject to future economic risks including bankruptcies, regulatory changes and other market factors.
The Company excludes amounts related to performance obligations that are billed and recognized as they are delivered. This primarily consists of
professional services contracts that are on a time-and-materials basis.
The majority of the Company's noncurrent remaining performance obligation is expected to be recognized in the next 13 to 36 months.
Remaining performance obligation consisted of the following (in billions):
Current

Noncurrent

Total

As of April 30, 2020

$

14.5

$

14.8

$

29.3

As of January 31, 2020

$

15.0

$

15.8

$

30.8
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3. Investments
Marketable Securities
At April 30, 2020, marketable securities consisted of the following (in millions):
Amortized
Cost

Investments classified as Marketable Securities

Corporate notes and obligations

$

Unrealized
Gains

2,312

$

Unrealized
Losses

9

$

Fair Value

(28)

$

2,293

U.S. treasury securities

172

2

0

174

Mortgage backed obligations

269

5

0

274

Asset backed securities

890

3

(4)

889

Municipal securities

165

1

0

166

Foreign government obligations

92

1

0

93

U.S. agency obligations

12

0

0

12

1

0

0

1

Time deposits
Covered bonds

128

Total marketable securities

$

4,041

0
$

21

0
$

128

(32)

$

(1)

$

4,030

At January 31, 2020, marketable securities consisted of the following (in millions):
Amortized
Cost

Investments classified as Marketable Securities

Corporate notes and obligations

$

Unrealized
Gains

2,199

$

Unrealized
Losses

9

Fair Value

$

2,207

U.S. treasury securities

182

1

0

183

Mortgage backed obligations

225

1

0

226

Asset backed securities

779

2

0

781

Municipal securities

157

1

0

158

Foreign government obligations

69

0

0

69

U.S. agency obligations

12

0

0

12

1

0

0

1

165

0

0

165

Time deposits
Covered bonds
Total marketable securities

$

3,789

$

14

$

(1)

$

3,802

The contractual maturities of the investments classified as marketable securities are as follows (in millions):
As of
April 30, 2020

Due within 1 year

$

January 31, 2020

1,293

Due in 1 year through 5 years

$

1,332

2,721

Due in 5 years through 10 years

2,466

16
$

4,030

4
$

3,802

As of April 30, 2020, the following marketable securities were in a continuous unrealized loss position (in millions):
Less than 12 Months
Fair Value

Corporate notes and obligations

$

1,463

$

1,822

Asset backed securities

12 Months or Greater

Unrealized
Losses

$

(28)

$

(32)

359

Fair Value

$

(4)

0

$

0
$

Total

Unrealized
Losses

0

0

$

1,463

$

1,822

0
$

Unrealized
Losses

Fair Value

0

$

(28)

$

(32)

359

(4)

The unrealized losses for each of the marketable securities ranged from less than $1 million to approximately $2 million. The Company does not believe any
of the unrealized losses represent an indication of credit loss based on its evaluation of available evidence as of April 30, 2020. The Company does not intend to
sell its investments in a loss position and it is not more likely than not that the Company will be required to sell the investments before recovery of the investment’s
amortized basis. The Company notes no credit allowances were recorded as of April 30, 2020. The Company expects to receive the full principal and interest on all
of these marketable securities.
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Investment Income
Investment income consists of interest income, realized gains and realized losses on the Company’s cash, cash equivalents and marketable securities. The
components of investment income are presented below (in millions):
Three Months Ended April 30,
2020

Interest income

2019

$

28

$

26

Realized gains

1

0

Realized losses

(1)

0

Investment income

$

28

$

93

$

26

Strategic Investments
Strategic investments by form and measurement category as of April 30, 2020 were as follows (in millions):
Measurement Category
Measurement
Alternative

Fair Value

Equity securities

$

32

Debt securities
Balance as of April 30, 2020

$

0
$

32

Other

1,731

Total

$

0
$

1,731

1,856

46
$

139

46
$

1,902

Strategic investments by form and measurement category as of January 31, 2020 were as follows (in millions):
Measurement Category
Measurement
Alternative

Fair Value

Equity securities

$

370

Debt securities
Balance as of January 31, 2020

$

0
$

370

Other

1,502

$

40

0
$

1,502

Total

$

1,912

$

1,963

51
$

91

51

Measurement Alternative Adjustments
The components of privately held equity securities accounted for under the measurement alternative included in the table above are presented below (in
millions):
Three Months Ended April 30,
2020

Carrying amount, beginning of period

$

2019

1,502

$

785

Adjustments related to privately held equity securities:
Net additions (1)
Upward adjustments
Impairments and downward adjustments

265

20

30

140

(66)

Carrying amount, end of period

$

1,731

(18)
$

927

(1) Net additions include additions from purchases and reductions due to exits of securities and reclassifications due to changes to capital structure.
In February 2020, the Company made a strategic investment of $150 million in cash for preferred shares of a technology company in a preferred stock
financing. The investment was accounted for using the measurement alternative.
Since the adoption of Accounting Standards Update No. 2016-01, “Financial Instrument-Overall (Subtopic 825-10)” (“ASU 2016-01”) on February 1, 2018,
cumulative impairments and downward adjustments were $168 million and cumulative upward adjustments were $484 million through April 30, 2020.

20

Table of Contents

Gains (losses) on strategic investments, net
The components of gains and losses on strategic investments are presented below (in millions):
1

Three Months Ended April 30,

2020

Unrealized gains recognized on publicly traded equity securities, net

2019

$

0

$

150

Unrealized gains (losses) recognized on privately held equity securities, net

(38)

Realized gains on sales of equity securities, net

239

19

(9)

(10)

Losses on debt securities, net
Gains on strategic investments, net

$

192

122

$

281

Realized gains on sales of equity securities, net reflects the difference between the sale proceeds and the carrying value of the equity security at the
beginning of the period or the purchase date, if later. The cumulative net gain, measured as the sale price less the initial purchase price, for equity securities exited
during the three months ended April 30, 2020 was $359 million and was primarily driven by the Company's sale of two of its publicly traded investments resulting
in a realized gain of $222 million, and a cumulative net gain of $314 million.
Net unrealized losses recognized in the three months ended April 30, 2020 for strategic investments still held as of April 30, 2020 were $47 million, and
includes approximately $77 million of impairments on its privately held equity and debt securities during the three months ended April 30, 2020.
4. Derivatives
Details on outstanding foreign currency derivative contracts are presented below (in millions):
As of
April 30, 2020

Notional amount of foreign currency derivative contracts

$

January 31, 2020

4,697

$

5,543

The fair value of the Company’s outstanding derivative instruments not designated as hedging instruments are summarized below (in millions):
As of
Balance Sheet Location

Derivative Assets
Foreign currency derivative contracts

April 30, 2020

January 31, 2020

Prepaid expenses and other current assets

$

43

$

28

Accounts payable, accrued expenses and other liabilities

$

73

$

24

Derivative Liabilities
Foreign currency derivative contracts

Gains (losses) on derivative instruments not designated as hedging instruments recorded in other income in the condensed consolidated statements of
operations are summarized below (in millions):
Three Months Ended April 30,
2020

Foreign currency derivative contracts

$

2019

(28)

$

22

5. Fair Value Measurement
The Company uses a three-tier fair value hierarchy, which prioritizes the inputs used in the valuation methodologies in measuring fair value:
Level 1. Quoted prices (unadjusted) in active markets for identical assets or liabilities.
Level 2. Significant other inputs that are directly or indirectly observable in the marketplace.
Level 3. Significant unobservable inputs which are supported by little or no market activity.
All of the Company’s cash equivalents, marketable securities and foreign currency derivative contracts are classified within Level 1 or Level 2 because the
Company’s cash equivalents, marketable securities and foreign currency derivative contracts are valued using quoted market prices or alternative pricing sources
and models utilizing observable market inputs.
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The following table presents information about the Company’s assets and liabilities that are measured at fair value as of April 30, 2020 and indicates the fair
value hierarchy of the valuation (in millions):
Quoted Prices in
Active Markets
for Identical Assets
(Level 1)

Description

Significant Other
Observable
Inputs
(Level 2)

Significant
Unobservable
Inputs
(Level 3)

Balance as of
April 30, 2020

Cash equivalents (1):
Time deposits

$

Money market mutual funds

0

$

927

$

0

$

927

2,485

0

0

2,485

Corporate notes and obligations

0

2,293

0

2,293

U.S. treasury securities

0

174

0

174

Mortgage backed obligations

0

274

0

274

Asset backed securities

0

889

0

889

Municipal securities

0

166

0

166

Foreign government obligations

0

93

0

93

U.S. agency obligations

0

12

0

12

Time deposits

0

1

0

1

Covered bonds

0

128

0

128

32

0

0

32

0

43

0

43

Marketable securities:

Strategic investments:
Publicly held equity securities
Foreign currency derivative contracts (2)
Total assets

$

2,517

$

5,000

$

0

$

7,517

Liabilities:
Foreign currency derivative contracts (3)
Total liabilities

0
$

0

73
$

73

0
$

0

73
$

73

___________
(1) Included in “cash and cash equivalents” in the accompanying condensed consolidated balance sheet as of April 30, 2020, in addition to $2.4 billion of cash.
(2) Included in “prepaid expenses and other current assets” in the accompanying condensed consolidated balance sheet as of April 30, 2020.
(3) Included in “accounts payable, accrued expenses and other liabilities” in the accompanying condensed consolidated balance sheet as of April 30, 2020.
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The following table presents information about the Company’s assets and liabilities that are measured at fair value as of January 31, 2020 and indicates the
fair value hierarchy of the valuation (in millions):
Quoted Prices in
Active Markets
for Identical Assets
(Level 1)

Description

Significant
Unobservable
Inputs
(Level 3)

Significant Other
Observable Inputs
(Level 2)

Balance as of January
31, 2020

Cash equivalents (1):
Time deposits

$

Money market mutual funds

0

$

746

$

0

$

746

1,293

0

0

1,293

Corporate notes and obligations

0

2,207

0

2,207

U.S. treasury securities

0

183

0

183

Mortgage backed obligations

0

226

0

226

Asset backed securities

0

781

0

781

Municipal securities

0

158

0

158

Foreign government obligations

0

69

0

69

U.S. agency obligations

0

12

0

12

Time deposits

0

1

0

1

Covered bonds

0

165

0

165

370

0

0

370

0

28

0

28

Marketable securities:

Strategic investments:
Publicly held equity securities
Foreign currency derivative contracts (2)
Total assets

$

1,663

$

4,576

$

0

$

6,239

Liabilities:
Foreign currency derivative contracts (3)
Total liabilities

0
$

0

24
$

24

0
$

0

24
$

24

______________
(1) Included in “cash and cash equivalents” in the accompanying condensed consolidated balance sheet in addition to $2.1 billion of cash.
(2) Included in “prepaid expenses and other current assets” in the accompanying condensed consolidated balance sheet.
(3) Included in “accounts payable, accrued expenses and other liabilities” in the accompanying condensed consolidated balance sheet.
Strategic investments measured and recorded at fair value on a non-recurring basis
The Company's privately held debt and equity securities and equity method investments are recorded at fair value on a non-recurring basis. The estimation of
fair value for these investments requires the use of significant unobservable inputs, and as a result, the Company classifies these assets as Level 3 within the fair
value hierarchy. For example, the Company's privately held equity securities that have been remeasured are classified within Level 3 in the fair value hierarchy
because the value is based on valuation methods using the observable transaction price and other unobservable inputs including the volatility, rights, and
obligations of the securities the Company holds. The Company's privately held debt and equity securities and equity method investments amounted to $1.9 billion
as of April 30, 2020 and $1.6 billion as of January 31, 2020.
6. Business Combinations
Evergage
In February 2020, the Company acquired all outstanding stock of Evergage Inc. ("Evergage"), for consideration consisting of cash and equity awards
assumed. Evergage is a cloud-based real-time personalization and customer data platform. The acquisition date fair value of the consideration transferred for
Evergage was approximately $100 million, which consisted of cash and the fair value of stock options and restricted stock awards assumed. The Company
recorded approximately $25 million for developed technology and customer relationships with estimated useful lives of three to five years. The Company recorded
approximately $74 million of goodwill which is primarily attributed to the assembled workforce and expanded market opportunities from integrating Evergage's
technology with the Company's other offerings. The goodwill balance is not deductible for U.S. income tax purposes. The fair values assigned to tangible assets
acquired and liabilities
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assumed are based on management’s estimates and assumptions and may be subject to change as additional information is received and certain tax returns are
finalized. The Company expects to finalize the valuation as soon as practicable, but not later than one year from the acquisition date.
The Company has included the financial results of Evergage in the condensed consolidated financial statements from the date of acquisition, which were not
material. The transaction costs associated with the acquisition were not material.
7. Intangible Assets Acquired Through Business Combinations and Goodwill
Intangible assets acquired through business combination
Intangible assets acquired through business combinations are as follows (in millions):
Intangible Assets, Gross
January 31,
2020

Additions and
retirements, net

Accumulated Amortization
April 30,
2020

January 31,
2020

Intangible Assets, Net

Expense and
retirements, net

April 30, 2020

January 31,
2020

April 30, 2020

Weighted
Average
Remaining
Useful Life
(Years)

Acquired developed
technology
$
Customer relationships
Other (1)

3,598
3,252
72

$

11
17
7

$

3,609
3,269
79

$

(1,249)
(888)
(61)

$

(159)
(106)
(6)

$

(1,408)
(994)
(67)

$

2,349
2,364
11

$

2,201
2,275
12

3.9
6.3
2.2

$

6,922

$

35

$

6,957

$

(2,198)

$

(271)

$

(2,469)

$

4,724

$

4,488

5.1

Total

(1) Included in other are in-place leases, trade names, trademarks and territory rights.
Amortization of intangible assets resulting from business combinations for the three months ended April 30, 2020 and 2019 was $271 million and $129
million, respectively.
The expected future amortization expense for intangible assets as of April 30, 2020 is as follows (in millions):
Fiscal Period:

Remaining nine months of Fiscal 2021

$

798

Fiscal 2022

995

Fiscal 2023

840

Fiscal 2024

752

Fiscal 2025

516

Thereafter

587

Total amortization expense

$

4,488

Customer contract assets acquired through business combinations
Customer contract assets resulting from business combinations reflects the fair value of future billings of amounts that are contractually committed by
acquired companies' existing customers as of the acquisition date. Customer contract assets are amortized over the corresponding contract terms. Customer contract
assets resulting from business combinations were $73 million and $93 million as of April 30, 2020 and January 31, 2020, respectively, and are included in other
assets on the condensed consolidated balance sheets.
Goodwill
Goodwill represents the excess of the purchase price in a business combination over the fair value of net assets acquired. Goodwill amounts are not
amortized, but are rather tested for impairment at least annually during the fourth quarter.
The changes in the carrying amounts of goodwill, which is generally not deductible for tax purposes, were as follows (in millions):
Balance as of January 31, 2020
$

25,134

Evergage

74

Other acquisitions and adjustments (1)

58
$

Balance as of April 30, 2020

(1) Adjustments include measurement period adjustments for business combinations from the prior year and the effect of foreign currency translation.
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8. Debt
The carrying values of the Company's borrowings were as follows (in millions):
Date of issuance

Maturity date

Effective interest rate
for the three months
ended April 30, 2020

2023 Senior Notes

April 2018

April 2023

3.26%

2028 Senior Notes

April 2018

April 2028

3.70%

February 2015

June 2023

3.75%

Instrument

Loan assumed on 50 Fremont

April 30, 2020

$

January 31, 2020

995

$

995

1,490

Total carrying value of debt

1,489

192

193

2,677

2,677

Less current portion of debt

(4)
$

Total noncurrent debt

2,673

(4)
$

2,673

Each of the Company's debt agreements requires it to maintain compliance with certain debt covenants, all of which the Company was in compliance with as
of April 30, 2020.
The total estimated fair value of the Company's 2023 and 2028 Senior Notes as of April 30, 2020 and January 31, 2020 was $2.8 billion and $2.7 billion,
respectively. The fair value was determined based on the closing trading price per $100 of the 2023 and 2028 Senior Notes as of the last day of trading for the first
quarter of fiscal 2021 and last day of trading for the fourth quarter of fiscal 2020, respectively, and is deemed a Level 2 liability within the fair value measurement
framework.
The expected future principal payments for all borrowings as of April 30, 2020 is as follows (in millions):
Fiscal period:

Remaining nine months of Fiscal 2021

$

3

Fiscal 2022

4

Fiscal 2023

4

Fiscal 2024

1,182

Fiscal 2025

0

Thereafter

1,500
$

Total principal outstanding

2,693

Revolving Credit Facility
In April 2018, the Company entered into a Second Amended and Restated Credit Agreement ("Revolving Loan Credit Agreement") with Wells Fargo Bank,
National Association, and certain other institutional lenders that provides for $1.0 billion unsecured revolving credit facility (“Credit Facility”) that matures in
April 2023. The Revolving Loan Credit Agreement amended and restated the Company’s existing revolving credit facility dated July 2016. The Company may use
the proceeds of future borrowings under the Credit Facility for refinancing other indebtedness, working capital, capital expenditures and other general corporate
purposes, including permitted acquisitions.
There were no outstanding borrowings under the Credit Facility as of April 30, 2020. The Company continues to pay a commitment fee on the available
amount of the Credit Facility, which is included within other expense in the Company's condensed consolidated statement of operations.
Interest Expense on Debt
The following table sets forth total interest expense recognized related to debt (in millions):
Three Months Ended April 30,
2020

Contractual interest expense

2019

$

24

$

25

Amortization of debt issuance costs

$

28

$

29

1

25

1
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9. Other Balance Sheet Accounts
In March 2020, the Company purchased the property located at 450 Mission St. (“450 Mission”) in San Francisco, California for approximately
$150 million, of which $110 million was allocated to land, $34 million to building, which is included in property and equipment, net and $6 million to in-place
leases, which is included in intangible assets in the accompanying condensed consolidated balance sheet.
Accounts payable, accrued expenses and other liabilities as of April 30, 2020 included approximately $0.9 billion of accrued compensation as compared to
$1.5 billion as of January 31, 2020.
10. Stockholders’ Equity
The fair value of the Company’s stock options and ESPP shares was estimated on the date of grant and the first day of the ESPP purchase period,
respectively, using Black-Scholes option pricing model. The weighted-average fair value per share for stock options grants, excluding assumed awards, was $39.67
and $40.82 in the three months ended April 30, 2020 and 2019, respectively.
ESPP assumptions and the related fair value per share table are disclosed in the three month period in which there is ESPP activity, such as an ESPP
purchase. The Company's ESPP allows for two purchases during the fiscal year, one during the second quarter and one during the fourth quarter. The estimated life
of the ESPP will be based on the two purchase periods within each offering period. The weighted-average fair value per share for ESPP shares was $41.76 in the
three months ended April 30, 2020.
Stock option activity, excluding the ESPP for the three months ended April 30, 2020 is as follows:
Options Outstanding
Outstanding
Stock
Options
(in millions)

Balance as of January 31, 2020

WeightedAverage
Exercise Price

27

Options granted under all plans

$

6

Exercised

Aggregate
Intrinsic Value (in
millions)

98.56
154.23

(2)

62.67

Balance as of April 30, 2020

31

$

111.82

$

1,542

Vested or expected to vest

28

$

108.78

$

1,509

Exercisable as of April 30, 2020

14

$

77.73

$

1,201

The following table summarizes information about stock options outstanding as of April 30, 2020:
Options Outstanding

Range of Exercise
Prices

Options Exercisable

WeightedAverage
Remaining
Contractual Life
(Years)

Number
Outstanding
(in millions)

WeightedAverage
Exercise
Price

$0.36 to $59.34

7

2.9 $

$59.37 to $80.99

5

$81.02 to $118.04

5

$122.03 to $148.95

WeightedAverage
Exercise
Price

Number of
Shares
(in millions)

40.47

6

3.4

77.03

4

77.85

4.8

114.30

2

113.29

2

6.0

142.32

0

0.00

$154.14

6

7.0

154.14

0

0.00

$155.20 to $189.50

6

5.8

161.90

2

161.50

4.9 $

111.82

14

31

26

$

$

41.91

77.73
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Restricted stock activity for the three months ended April 30, 2020 is as follows:
Restricted Stock Outstanding
Outstanding
(in millions)

Balance as of January 31, 2020

28

$

140.14

Granted - restricted stock units and awards

9

155.92

Granted - performance-based stock units

1

154.14

(1)

138.87

Canceled
Vested and converted to shares

Aggregate
Intrinsic
Value (in millions)

Weighted-Average
Grant Date Fair Value

(4)

Balance as of April 30, 2020

33

Expected to vest

29

135.70
$

142.71

$

5,428

$

4,654

During the three months ended April 30, 2020, the Company recognized stock-based expense related to its equity plans for employees and non-employee
directors of $504 million. The aggregate stock compensation remaining to be recognized as of April 30, 2020 is as follows (in millions):
Fiscal Period:
Remaining nine months of fiscal 2021

$

1,638

Fiscal 2022

1,684

Fiscal 2023

1,219

Fiscal 2024

630

Fiscal 2025

94

Thereafter

3

Total stock compensation

$

5,268

The aggregate stock compensation remaining to be recognized to costs and expenses will be recognized over a weighted-average period of approximately 2
years.
Shares reserved and available for future issuance as of April 30, 2020 and January 31, 2020 were 115 million shares and 133 million shares, respectively.
11. Income Taxes
Effective Tax Rate
The Company computes its year-to-date provision for income taxes by applying the estimated annual effective tax rate to year-to-date pretax income or loss
and adjusts the provision for discrete tax items recorded in the period. For the three months ended April 30, 2020, the Company reported a tax benefit of $52
million on a pretax income of $47 million, which resulted in a negative effective tax rate of 111 percent. The Company’s effective tax rate differs from the U.S.
statutory rate of 21 percent primarily due to favorable discrete tax items including excess tax benefits from stock-based compensation.
For the three months ended April 30, 2019, the Company reported a tax provision of $90 million on a pretax income of $482 million, which resulted in an
effective tax rate of 19 percent. The Company's effective tax rate differs from the U.S. statutory rate of 21 percent primarily due to excess tax benefits from stockbased compensation, offset by profitable jurisdictions outside of the United States subject to tax rates greater than 21 percent.
Unrecognized Tax Benefits and Other Considerations
The Company records liabilities related to its uncertain tax positions. Tax positions for the Company and its subsidiaries are subject to income tax audits by
multiple tax jurisdictions throughout the world. Certain prior year tax returns are currently being examined by various taxing authorities in countries including the
United States and France. The Company believes that it has provided adequate reserves for its income tax uncertainties in all open tax years. As the outcome of the
tax audits cannot be predicted with certainty, if any issues arising in the Company's tax audits progress in a manner inconsistent with management's expectations,
the Company could adjust its provision for income taxes in the future. In addition, the Company anticipates it is reasonably possible that a decrease of its
unrecognized tax benefits up to approximately $17 million may occur in the next 12 months, as the applicable statutes of limitations lapse, ongoing examinations
are completed, or tax positions meet the conditions of being effectively settled.
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12. Net Income Per Share
Basic earnings per share is computed by dividing net income by the weighted-average number of common shares outstanding for the fiscal period. Diluted
earnings per share is computed by giving effect to all potential weighted average dilutive common stock, including options and restricted stock units. The dilutive
effect of outstanding awards and convertible securities is reflected in diluted earnings per share by application of the treasury stock method.
A reconciliation of the denominator used in the calculation of basic and diluted earnings per share is as follows (in millions):
1

Three Months Ended April 30,
2020

2019

Numerator:
Net income

$

99

$

392

Denominator:
Weighted-average shares outstanding for basic earnings per share
Dilutive effect of employee stock awards
Adjusted weighted-average shares outstanding and assumed conversions for diluted earnings per share

896

771

17

22

913

793

The weighted-average number of shares outstanding used in the computation of diluted earnings per share does not include the effect of the following
potential outstanding common stock. The effects of these potentially outstanding shares were not included in the calculation of diluted earnings per share because
the effect would have been anti-dilutive (in millions):
Three Months Ended April 30,
2020

Employee stock awards

2019

10

3

13. Leases and Other Commitments
Leases
The Company has operating leases for corporate offices, data centers, and equipment under non-cancelable operating leases with various expiration dates.
The leases have remaining terms of one year to 22 years, some of which include options to extend for up to five years, and some of which include options to
terminate within one year.
Total operating lease costs were $279 million and $206 million for the three months ended April 30, 2020 and 2019, respectively.
For the three months ended April 30, 2020, cash payments for operating leases were $226 million. New ROU assets obtained in exchange for operating lease
liabilities were $189 million during the three months ended April 30, 2020.
As of April 30, 2020, for operating leases, the weighted-average remaining lease term is seven years, and the weighted-average discount rate is 2.7 percent.
As of April 30, 2020, for finance leases, the weighted-average remaining lease term is 18 years, and the weighted-average discount rate is 4.5 percent.
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As of April 30, 2020, the maturities of lease liabilities under non-cancelable operating and finance leases were as follows (in millions):
Operating Leases

Finance Leases

Fiscal Period:
Remaining nine months of Fiscal 2021

$

618

$

49

Fiscal 2022

665

23

Fiscal 2023

490

23

Fiscal 2024

371

24

Fiscal 2025

301

24

1,054

410

Thereafter
Total minimum lease payments
Less: Imputed interest
Total

$

3,499

553

(335)

(182)

3,164

$

371

Operating lease amounts above do not include sublease income. The Company has entered into various sublease agreements with third parties. Under these
agreements, the Company expects to receive sublease income of approximately $187 million in the next five years and $49 million thereafter.
The Company’s lease terms may include options to extend or terminate the lease. These options are reflected in the Company's future contractual obligations
when it is reasonably certain that the Company will exercise that option. The Company did not use hindsight when determining lease term therefore, as of April 30,
2020, renewal options are only included for the Company's finance lease for 350 Mission.
As of April 30, 2020, the Company has additional operating leases that have not yet commenced totaling $2.4 billion and therefore not reflected on the
condensed consolidated balance sheet and tables above. These operating leases include agreements for office facilities to be constructed. These operating leases
will commence between fiscal year 2021 and fiscal year 2025 with lease terms of one to 18 years.
Of the total operating lease commitment balance, including leases not yet commenced, of $5.9 billion, approximately $5.4 billion is related to facilities
space. The remaining commitment amount is primarily related to equipment.
Letters of Credit
As of April 30, 2020, the Company had a total of $94 million in letters of credit outstanding substantially in favor of certain landlords for office space. These
letters of credit renew annually and expire at various dates through 2033.
14. Legal Proceedings and Claims
In the ordinary course of business, the Company is or may be involved in various legal or regulatory proceedings, claims or purported class actions related to
alleged infringement of third-party patents and other intellectual property rights, commercial, corporate and securities, labor and employment, wage and hour and
other claims. The Company has been, and may in the future be put on notice or sued by third parties for alleged infringement of their proprietary rights, including
patent infringement.
In general, the resolution of a legal matter could prevent the Company from offering its service to others, could be material to the Company’s financial
condition or cash flows, or both, or could otherwise adversely affect the Company’s operating results.
The Company makes a provision for a liability relating to legal matters when it is both probable that a liability has been incurred and the amount of the loss
can be reasonably estimated. These provisions are reviewed at least quarterly and adjusted to reflect the impacts of negotiations, estimated settlements, legal
rulings, advice of legal counsel and other information and events pertaining to a particular matter. The outcomes of legal proceedings and other contingencies are,
however, inherently unpredictable and subject to significant uncertainties. At this time, the Company is not able to reasonably estimate the amount or range of
possible losses in excess of any amounts accrued, including losses that could arise as a result of application of non-monetary remedies, with respect to the
contingencies it faces, and the Company’s estimates may not prove to be accurate.
In management’s opinion, resolution of all current matters is not expected to have a material adverse impact on the Company’s condensed consolidated
results of operations, cash flows or financial position. However, depending on the nature and timing of any such dispute or other contingency, an unfavorable
resolution of a matter could materially affect the Company’s current or future results of operations or cash flows, or both, in a particular quarter.

29

Table of Contents

Tableau Litigation
In July and August 2017, two substantially similar securities class action complaints were filed against Tableau and two of its now former executive officers.
The first complaint was filed in the U.S. District for the Southern District of New York (the “Scheufele Action”). The second complaint was filed in the U.S.
District Court for the Western District of Washington and was voluntarily dismissed on October 17, 2017. In December 2017, the lead plaintiff in the Scheufele
Action filed an amended complaint, which alleged that between February 5, 2015 and February 4, 2016, Tableau and certain of its executive officers violated
Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 (the "Exchange Act") and Rule 10b-5 promulgated thereunder, in connection with statements
regarding Tableau’s business and operations by allegedly failing to disclose, among other things, that product launches and software upgrades by competitors were
negatively impacting Tableau’s competitive position and profitability. The amended complaint sought unspecified damages, interest, attorneys’ fees and other
costs. In February 2018, the lead plaintiff filed a second amended complaint (the "SAC"), which contains substantially similar allegations as the amended
complaint, and added as defendants two more of Tableau’s now former executive officers and directors. Defendants filed a motion to dismiss the SAC in March
2018, which was denied in February 2019. Defendants filed an answer to the SAC in March 2019, and subsequently amended their answer in April 2019. On
January 15, 2020, the court granted lead plaintiff’s motion for class certification. The parties have completed fact discovery and are engaged in expert discovery.
The court has not yet set a trial date.
In August 2018, Tableau was named as a nominal defendant in a purported shareholder derivative action in the United States District Court for the District of
Delaware, allegedly on behalf of and for the benefit of Tableau, against certain of its now former directors and officers. The derivative action arises out of many of
the factual allegations at issue in the Scheufele Action, and generally alleges that the individual defendants breached fiduciary duties owed to Tableau. The
complaint seeks unspecified damages and equitable relief, attorneys' fees, costs and expenses. The case is currently stayed. In April 2020, the same purported
stockholder who filed the 2018 derivative action, who had previously been a shareholder of Tableau and acquired shares of Salesforce as a result of the acquisition
of Tableau by Salesforce in August 2019, filed a “double derivative” action in the United States District Court for the District of Delaware, allegedly on behalf of
and for the benefit of Salesforce and Tableau, against certain of Tableau’s now former directors and officers. The double derivative complaint adds Salesforce as
an additional nominal defendant, but otherwise names the same individual defendants, generally alleges the same purported wrongdoing, and seeks the same relief
as the 2018 derivative action. The Company has not yet responded to the complaint.
15. Related-Party Transactions
In January 1999, the Salesforce Foundation (the “Foundation”) was chartered on an idea of leveraging the Company’s people, technology and resources to
help improve communities around the world. The Company calls this integrated philanthropic approach the 1-1-1 model. The Company’s Chair is the chair of the
Foundation and holds one of the three Foundation board seats. The Company does not control the Foundation’s activities, and accordingly, the Company does not
consolidate the Foundation’s statement of activities with its financial results. Since the Foundation’s inception, the Company has provided at no charge certain
resources to the Foundation including general administrative support. The value of these resources to the Foundation has not been material.
As a result of the business combination with Salesforce.org in fiscal 2020, which was a related party, the Company agreed to use its best efforts to make
charitable cash commitments of up to $5 million quarterly to the Foundation for ten years beginning in the third quarter of fiscal 2020.
16. Subsequent Events
In June 2020, the Company acquired all outstanding stock of Vlocity, Inc. (“Vlocity”), a leading provider of industry-specific cloud and mobile software.
The total estimated consideration for Vlocity was approximately $1.2 billion, net of the value of shares held by the Company, and consisted of cash and the
assumption of outstanding equity awards held by Vlocity employees.
ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS
This Quarterly Report on Form 10-Q contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended
(“Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (“Exchange Act”). Words such as “expects,” “anticipates,” “aims,”
“projects,” “intends,” “plans,” “believes,” “estimates,” “seeks,” “assumes,” “may,” “should,” “could,” “would,” “foresees,” “forecasts,” “predicts,”
“targets,” variations of such words and similar expressions are intended to identify such forward-looking statements, which may consist of, among other things,
trend analyses and statements regarding future events, future financial performance, anticipated growth, industry prospects and the anticipated impact on our
business of the ongoing COVID-19 pandemic and related public health measures.
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These forward-looking statements are based on current expectations, estimates and forecasts, as well as the beliefs and assumptions of our management, and are
subject to risks and uncertainties that are difficult to predict, including: the impact of the COVID-19 pandemic, related public health measures and resulting
economic downturn and market volatility; our ability to maintain service performance and security levels meeting the expectations of our customers, and the
resources and costs required to avoid unanticipated downtime and prevent, detect and remediate performance degradation and security breaches; the expenses
associated with our data centers and third-party infrastructure providers; our ability to secure and costs related to additional data center capacity; our reliance
on third-party hardware, software and platform providers; the effect of evolving domestic and foreign government regulations, including those related to the
provision of services on the Internet, those related to accessing the Internet, and those addressing data privacy, cross-border data transfers and import and export
controls; current and potential litigation involving us or our industry, including litigation involving acquired entities such as Tableau, and the resolution or
settlement thereof; regulatory developments and regulatory investigations involving us or affecting our industry; our ability to successfully introduce new services
and product features, including any efforts to expand our services beyond the CRM market; the success of our strategy of acquiring or making investments in
complementary businesses, joint ventures, services, technologies and intellectual property rights; our ability to realize the benefits from strategic partnerships,
joint ventures and investments; our ability to successfully integrate acquired businesses and technologies; our ability to compete in the market in which we
participate; the success of our business strategy and our plan to build our business, including our strategy to be the leading provider of enterprise cloud computing
applications and platforms; our ability to execute our business plans; our ability to continue to grow unearned revenue and remaining performance obligation; the
pace of change and innovation in enterprise cloud computing services; the seasonal nature of our sales cycles; our ability to limit customer attrition and costs
related to those efforts; the success of our international expansion strategy; the demands on our personnel and infrastructure resulting from significant growth in
our customer base and operations, including as a result of acquisitions; our dependency on the development and maintenance of the infrastructure of the Internet;
our real estate and office facilities strategy and related costs and uncertainties; fluctuations in, and our ability to predict, our operating results and cash flows; the
variability in our results arising from the accounting for term license revenue products; the performance and fair value of our investments in complementary
businesses through our strategic investment portfolio; the impact of future gains or losses from our strategic investment portfolio including gains or losses from
overall market conditions that may affect the publicly traded companies within our strategic investment portfolio; our ability to protect our intellectual property
rights; our ability to develop our brands; the impact of foreign currency exchange rate and interest rate fluctuations on our results; the valuation of our deferred
tax assets and the release of related valuation allowances; the potential availability of additional tax assets in the future; the impact of new accounting
pronouncements and tax laws; uncertainties affecting our ability to estimate our tax rate; uncertainties regarding our tax obligations in connection with potential
jurisdictional transfers of intellectual property, including the tax rate, the timing of the transfer and the value of such transferred intellectual property;
uncertainties regarding the effect of general economic and market conditions; the impact of geopolitical events; uncertainties regarding the impact of expensing
stock options and other equity awards; the sufficiency of our capital resources; risks related to our 2023 and 2028 senior notes, revolving credit facility and loan
associated with 50 Fremont; our ability to comply with our debt covenants and lease obligations; and the impact of climate change, natural disasters and actual or
threatened public health emergencies, including the ongoing COVID-19 pandemic. These and other risks and uncertainties may cause our actual results to differ
materially and adversely from those expressed in any forward-looking statements. Readers are directed to risks and uncertainties identified below under “Risk
Factors” and elsewhere in this report for additional detail regarding factors that may cause actual results to be different than those expressed in our forwardlooking statements. Except as required by law, we undertake no obligation to revise or update publicly any forward-looking statements for any reason.
Overview
We are a global leader in customer relationship management ("CRM") technology that brings companies and customers together. Founded in 1999, we
enable companies of every size and industry to connect with their customers in new ways through existing and emerging technologies, including cloud, mobile,
social, blockchain, voice and artificial intelligence (“AI”),
to transform their businesses.
Website references throughout this document are provided for convenience only, and the content on the referenced websites is not incorporated by reference
into this report.
COVID-19 Impact
In December 2019, the novel coronavirus and resulting disease (“COVID-19”) was first reported. After ongoing assessment of the rapid spread, number of
cases and countries affected, on March 11, 2020, the World Health Organization characterized COVID-19 as a pandemic. The COVID-19 pandemic has created
significant global economic uncertainty, adversely impacted the business of our customers and partners, impacted our business and results of operations and could
further impact our results of operations and our cash flows in the future.
In response to the COVID-19 pandemic, we have been guided by our core values of trust, customer success, innovation and equality. In the first fiscal
quarter of 2021, we took actions in response to the pandemic that focused on maintaining
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business continuity, helping our employees, helping our customers and communities, and preparing for the future and the long-term success of our business.
Below is a summary of our response to and known impacts from the COVID-19 pandemic on our operational and financial performance as of and for the
three months ended April 30, 2020:
•

•

•

•

•

•

•
•

The sudden operational and economic impacts resulting from the COVID-19 pandemic affected some of our customers’ financial willingness or ability to
pay. We supported certain customers who were experiencing distress as a result of COVID-19 by providing them with some temporary financial
flexibility, such as payment delays. This resulted in a negative impact to our operating cash flows during the quarter. While significant uncertainty
remains as to the ongoing economic and possible follow-on effects of the pandemic, including the impact on our customers’ ability or willingness to pay,
we expect to collect the majority of amounts deferred as of April 30, 2020 during the remainder of this fiscal year.
For approximately the first half of the quarter ended April 30, 2020, our incremental new business, which we define as orders for incremental applications
or subscriptions from new or existing customers, continued with the momentum from the end of fiscal 2020 and was consistent with historical trends and
seasonality for the same period a year ago. However, since the second half of March, as COVID-19 emerged as a global biological and economic crisis,
we experienced a decline in new business as compared to the same period a year ago. We believe this was because customers were delaying or reducing
their purchasing decisions due to the financial impact and future uncertainty of the global economic situation. In addition, the average contract duration
for incremental new business, as well as renewals signed, in the first fiscal quarter of 2021 was approximately three months shorter compared to historical
averages.
The impact to revenue recognized ratably over time during the three months ended April 30, 2020 was not material. Software licenses revenues
recognized at a point in time, which represent approximately five percent of total subscription and support revenues (primarily from our MuleSoft and
Tableau products), were negatively impacted, in part due to lower new business and shorter contract duration, as discussed above, which we believe is due
to our customers’ uncertainty due to COVID-19.
We offered our direct sales force a one-time partial minimum commission guarantee that would pay the greater of actual commissions earned or a fixed
amount of their variable compensation that would have been otherwise paid if incremental new business were not impacted. As these payments were not a
cost to obtain a revenue contract, the amounts were immediately expensed and reflected in our results of operations. The total value of the commitment
was approximately $140 million.
Due to social distancing and the cessation of travel, we cancelled our in person customer and industry events, including Dreamforce, World Tours,
Connections, Basecamps and Salesforce.org’s Higher Ed Summit, as well as employee events, and plan to provide virtual-only experiences for the
remainder of 2020. As a result we were required to terminate or modify related contracts resulting in the acceleration of expenses of approximately $65
million. If our events were not modified or cancelled, these expenses would have been recognized in the quarters for which the events were originally
scheduled. In addition, we have incurred incremental marketing expenses to support our virtual marketing efforts in the absence of physical events.
We directed our global workforce to work from home and cancelled all business travel by our employees, resulting in a net benefit to operating expenses
of approximately $75 million. In addition, we continue to evaluate our office space needs and as a result, we have decided to permanently exit certain
spaces. As a result, we have recorded approximately $25 million in estimated operating lease right of use assets impairment.
We recorded over $20 million in operating expenses for donations and relief to members of the Salesforce ecosystem due to the ongoing COVID-19
pandemic.
We recorded approximately $77 million in impairment charges related to our strategic investment portfolio, which were primarily due to the impact of
COVID-19 on the portfolio investment companies.

In addition, authorities throughout the world have implemented numerous preventative measures to contain or mitigate the outbreak of the virus, such as
travel bans and restrictions, limitations on business activity, quarantines, work-from-home directives and shelter-in-place orders. These measures have caused, are
continuing to cause, and may in the future cause business slowdowns or shutdowns in affected areas, both regionally and worldwide. These business slowdowns
and shutdowns have impacted and may in the future impact our business and results of operations. For example, the extent and duration of these measures could
impact our ability to address cybersecurity incidents; have resulted in increased internet demand, which could cause access issues; could affect our ability to
develop and support products and services; and could cause issues with access to data centers.
As a result of the first quarter financial impacts of COVID-19 and our current assumptions related to the extent to which the pandemic will affect our
business going forward, we expect our business in fiscal 2021 to continue to grow at rates lower than planned prior to the COVID-19 pandemic. Specifically, as a
result of COVID-19, we expect slower growth in our new incremental business, total revenues, remaining performance obligation (“RPO”) and operating cash
flows. We do not yet know the impact this will have on our long-term revenue growth.
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The ultimate extent of the impact of the COVID-19 pandemic on our operational and financial performance will depend on certain developments, including
the duration of the outbreak, the severity of the disease, responsive actions taken by public health officials, the impacts on our customers and our sales cycles, our
ability to generate new business leads, the impacts on our customer, employee and industry events, and the effects on our vendors, all of which are uncertain and
currently cannot be predicted. As a result, the extent to which the COVID-19 pandemic will continue to impact our financial condition or results of operations is
uncertain. Due to our subscription based business model, the effect of the COVID-19 pandemic may not be fully reflected in our results of operations until future
periods. If the COVID-19 pandemic has a substantial impact on our employees’, partners’ or customers’ productivity, our results of operations and overall financial
performance may be harmed. In addition, the global macroeconomic effects of the COVID-19 pandemic and related impacts on our customers’ business operations
and their demand for our products and services may persist for an indefinite period, even after the COVID-19 pandemic has subsided.
See the section entitled “Risk Factors” for further discussion of the impact and possible future impacts of the COVID-19 pandemic on our business.
Highlights from the First Quarter of Fiscal Year 2021.
•

Revenue: Total first quarter revenue was $4.9 billion, an increase of 30 percent year-over-year.

•

Earnings per Share: First quarter diluted earnings per share was $0.11, which benefited in part from gains on our strategic investment portfolio, as
compared to diluted earnings per share of $0.49 from a year ago.

•

Cash: Total cash, cash equivalents and marketable securities ended the first quarter at $9.8 billion, an increase of 54 percent year-over-year. Cash
provided by operations for the first quarter was $1.9 billion, a decrease of five percent year-over-year.

•

Remaining Performance Obligation: Remaining performance obligation ended the first quarter at approximately $29.3 billion, an increase of 18 percent
year-over-year. Our remaining performance obligation includes approximately $450 million and $700 million related to the Salesforce.org business
combination in June 2019 and the Tableau acquisition in August 2019, respectively. Current remaining performance obligation ended the first quarter at
approximately $14.5 billion, an increase of 23 percent year-over-year.

We continue to invest for future growth through focusing on multi-cloud adoption by our existing customers, growing our relationships with our enterprise
customers, expanding internationally and expanding and strengthening our ecosystem of partners and independent software vendors (“ISVs”). In addition, even as
we help respond to the urgent needs of the COVID-19 crisis, we are innovating and delivering new solutions to help our customers succeed such as Salesforce Care
and work.com, a suite of applications built on our platform designed to help our customers re-open safely.
We regularly evaluate acquisitions and investment opportunities in complementary businesses, joint ventures, services and technologies and intellectual
property rights in an effort to expand our service offerings through a disciplined and thoughtful acquisition process and to nurture the overall ecosystem for our
offerings. We expect to continue to make such investments and acquisitions in the future and we plan to reinvest a significant portion of our incremental revenue in
future periods to grow our business and continue our leadership role in the cloud computing industry. As part of our business and growth strategy, we are
delivering innovative solutions in new categories, including analytics and integration. We drive innovation organically and to a lesser extent through acquisitions.
As a result of our aggressive growth plans and integration of our previously acquired businesses, we have incurred significant expenses for equity awards
and amortization of purchased intangibles, which have reduced our operating income.
We periodically make changes to our sales organization to position us for long-term growth, which has in the past and could again in the future result in
temporary disruptions to our sales productivity. In addition, we have experienced, and may at times in the future experience, more variation from our forecasted
expectations of new business activity due to longer and less predictable sales cycles and increasing complexity of our business, which includes an expanded mix of
products and various revenue models resulting from acquisitions and increased enterprise solution selling activities. While we do not expect any of these changes
to have a material adverse effect on our business, we experienced slower growth in new business in the quarter than we originally planned, primarily due to the
impacts of COVID-19. Slower growth in new business in a given period could negatively affect our revenues in future periods, as well as remaining performance
obligation in current or future periods, particularly if experienced on a sustained basis.
The expanding global scope of our business and the heightened volatility of global markets, including as a result of COVID-19, expose us to the risk of
fluctuations in foreign currency markets. Fluctuations in foreign currency exchange rates had a modest adverse impact on our revenue results for the three months
ended April 30, 2020 and had a minimal impact on our remaining performance obligation as of April 30, 2020. We expect these fluctuations to continue in the
future.
Fiscal Year
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Our fiscal year ends on January 31. References to fiscal 2021, for example, refer to the fiscal year ending January 31, 2021.
Operating Segments
We operate as one segment. See Note 1 “Summary of Business and Significant Accounting Policies” to the condensed consolidated financial statements for
our discussion about segments.
Sources of Revenues
We derive our revenues from two sources: subscription and support revenues and related professional services. Subscription and support revenues accounted
for approximately 94 percent of our total revenues for the three months ended April 30, 2020.
Subscription and support revenues are primarily comprised of subscription fees from customers accessing our enterprise cloud computing services
(collectively, "Cloud Services"). With the May 2018 acquisition of MuleSoft and the August 2019 acquisition of Tableau, subscription and support revenues also
include revenues associated with software licenses. Software license revenues include fees from the sales of term and perpetual licenses. Revenues from software
licenses are generally recognized upfront when the software is made available to the customer and revenues from the related support are generally recognized
ratably over the contract term. Changes in average contract duration can impact revenues recognized upfront. For example, software licenses revenues recognized
upfront (primarily from our MuleSoft and Tableau products) were negatively impacted for the three months ended April 30, 2020, in part due to shorter contract
duration than historical averages as a result of COVID-19. Revenues from software licenses represent less than ten percent of total subscription and support
revenue for the three months ended April 30, 2020.
The revenue growth rates of each of our core service offerings, as described below in “Results of Operations,” fluctuate from quarter to quarter and over
time. Additionally, we manage the total balanced product portfolio to deliver solutions to our customers, and as a result, the revenue result for each offering is not
necessarily indicative of the results to be expected for any subsequent quarter. In addition, some of our Cloud Service offerings have similar features and functions.
For example, customers may use the Sales Cloud, the Service Cloud or the Salesforce Platform to record account and contact information, which are similar
features across these service offerings. Depending on a customer’s actual and projected business requirements, more than one service offering may satisfy the
customer’s current and future needs. We record revenue based on the individual products ordered by a customer, not according to the customer’s business
requirements and usage. In addition, as we introduce new features and functions within each offering and refine our allocation methodology for changes in our
business, we do not expect it to be practical to adjust historical revenue results by service offering for comparability. Accordingly, comparisons of revenue
performance by service offering over time may not be meaningful.
Seasonal Nature of Unearned Revenue, Accounts Receivable and Operating Cash Flow
Unearned revenue primarily consists of billings to customers for our subscription service. Over 90 percent of the value of our billings to customers is for our
subscription and support service. We generally invoice our customers in advance, in annual installments, and typical payment terms provide that our customers pay
us within 30 days of invoice. Amounts that have been invoiced are recorded in accounts receivable and in unearned revenue or in revenue depending on whether
transfer of control to customers has occurred. In general, we collect our billings in advance of the subscription service period. We typically issue renewal invoices
in advance of the renewal service period, and depending on timing, the initial invoice for the subscription and services contract and the subsequent renewal invoice
may occur in different quarters. There is a disproportionate weighting toward annual billings in the fourth quarter, primarily as a result of large enterprise account
buying patterns. Our fourth quarter has historically been our strongest quarter for new business and renewals. The year-on-year compounding effect of this
seasonality in both billing patterns and overall new and renewal business causes the value of invoices that we generate in the fourth quarter for both new business
and renewals to increase as a proportion of our total annual billings. Accordingly, because of this billing activity, our first quarter is typically our largest collections
and operating cash flow quarter. Conversely, our third quarter has historically been our smallest operating cash flow quarter. The impact of COVID-19, including
the impact on our customers’ ability or willingness to pay, our ability to collect, and the temporary financial flexibility offered to some customers, has affected and
may continue to affect trends related to the seasonal nature of unearned revenue, accounts receivable and operating cash flow.
The sequential quarterly changes in accounts receivable and the related unearned revenue and operating cash flow during the first quarter of our fiscal year
are not necessarily indicative of the billing activity that occurs for the following quarters as displayed below (in millions).
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The first quarter fiscal 2021 results reflected in the tables above include the impact of the Salesforce.org business combination in June 2019 and the Tableau
acquisition in August 2019, respectively.
Remaining Performance Obligation
Our remaining performance obligation represents all future revenue under contract that has not yet been recognized as revenue and includes unearned
revenue and unbilled amounts. Our current remaining performance obligation represents future revenue under contract that is expected to be recognized as revenue
in the next 12 months.
Remaining performance obligation is not necessarily indicative of future revenue growth and is influenced by several factors, including seasonality, the
timing of renewals, average contract terms, foreign currency exchange rates and fluctuations in new business growth. Unbilled portions of the remaining
performance obligation denominated in foreign currencies are revalued each period based on the period end exchange rates. For multi-year subscription agreements
billed annually, the associated unbilled balance and corresponding remaining performance obligation are typically high at the beginning of the contract period, zero
just prior to renewal, and increase if the agreement is renewed. Low remaining performance obligation attributable to a particular subscription agreement is often
associated with an impending renewal but may not be an indicator of the likelihood of renewal or future revenue from such customer. Changes in average contract
duration can impact remaining performance obligation. For example, if customers were to reduce the length of their subscription agreement due to the uncertainty
around COVID-19, this would negatively impact remaining performance obligation.
Remaining performance obligation consisted of the following (in billions):
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(1) Includes approximately $450 million and $700 million of remaining performance obligation related to Salesforce.org business combination in June 2019 and
the Tableau acquisition in August 2019, respectively.
(2) Includes approximately $450 million and $650 million of remaining performance obligation related to the Salesforce.org business combination in June 2019
and the Tableau acquisition in August 2019, respectively.
(3) Includes approximately $400 million and $550 million of remaining performance obligation related to the Salesforce.org business combination in June 2019
and the Tableau acquisition in August 2019, respectively.
(4) Includes approximately $350 million of remaining performance obligation related to the Salesforce.org business combination in June 2019.
Cost of Revenues and Operating Expenses
Impact of Acquisitions
The comparability of our operating results is impacted by our recent acquisitions, including the acquisition of Tableau in August 2019. Expense
contributions by expense type from our recent acquisitions generally may not be separately identifiable due to the integration of these businesses into our existing
operations, or may be insignificant to our results of operations during the periods presented.
Cost of Revenues
Cost of subscription and support revenues primarily consists of expenses related to delivering our service and providing support, including the costs of data
center capacity, certain fees paid to various third parties for the use of their technology, services and data and employee-related costs such as salaries and benefits.
Cost of professional services and other revenues consists primarily of employee-related costs associated with these services, including stock-based expenses,
the cost of subcontractors and certain third-party fees.
Research and Development
Research and development expenses consist primarily of salaries and related expenses, including stock-based expenses and allocated overhead.
Marketing and Sales
Marketing and sales expenses make up the majority of our operating expenses and consist primarily of salaries and related expenses, including stock-based
expenses and commissions, for our sales and marketing staff, as well as payments to partners, marketing programs and allocated overhead. Marketing programs
consist of advertising, events, corporate communications, brand building and product marketing activities.
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General and Administrative
General and administrative expenses consist primarily of salaries and related expenses, including stock-based expenses, for finance and accounting, legal,
internal audit, human resources and management information systems personnel and professional services fees.
Critical Accounting Policies and Estimates
Our condensed consolidated financial statements are prepared in accordance with accounting principles generally accepted in the United States. The
preparation of these condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues, costs and expenses, and related disclosures. On an ongoing basis, we evaluate our estimates and assumptions. Our actual results may differ
from these estimates under different assumptions or conditions.
We believe that of our significant accounting policies, which are described in Note 1 “Summary of Business and Significant Accounting Policies” to our
condensed consolidated financial statements, the following accounting policies and specific estimates involve a greater degree of judgment and complexity.
Accordingly, these are the policies and estimates we believe are the most critical to aid in fully understanding and evaluating our consolidated financial condition
and results of operations:
•
•
•
•
•

the fair value of assets acquired and liabilities assumed for business combinations;
the standalone selling price ("SSP") of performance obligations for revenue contracts with multiple performance obligations;
the average period of benefit associated with costs capitalized to obtain revenue contracts;
the recognition, measurement and valuation of current and deferred income taxes and uncertain tax positions; and
the valuation of privately held strategic investments, including impairment considerations.

During the quarter, uncertainty around the impact of COVID-19 resulted in a higher level of judgment related to our estimates and assumptions concerning
variable consideration related to revenue recognition, allowances for credit losses, impairment of strategic investments, contract termination costs related to
customer and employee events and impairment of operating lease right of use assets. As of the date of issuance of the financial statements, we are not aware of any
specific event or circumstance that would require us to update our estimates, judgments, or revise the carrying value of our assets or liabilities. These estimates
may change, as new events occur and additional information is obtained, and such changes will be recognized in the condensed consolidated financial statements
as soon as they become known. Actual results could differ from these estimates, including as a result of the COVID-19 pandemic, and any such differences may be
material to our financial statements.
Recent Accounting Pronouncements
See Note 1 “Summary of Business and Significant Accounting Policies” to the condensed consolidated financial statements for our discussion about new
accounting pronouncements adopted and those pending.
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Results of Operations
The following tables set forth selected data for each of the periods indicated (in millions):
1

Three Months Ended April 30,
% of Total
Revenues

2020

% of Total
Revenues

2019

Revenues:
Subscription and support

$

4,575

Professional services and other

94 % $

3,496

94 %

290

6

241

6

4,865

100

3,737

100

Subscription and support

966

20

678

18

Professional services and other

288

6

236

6

1,254

26

914

24

3,611

74

2,823

76

Total revenues
Cost of revenues (1)(2):

Total cost of revenues
Gross profit
Operating expenses (1)(2):
Research and development
Marketing and sales

859

18

554

15

2,390

49

1,697

45

General and administrative

502

10

362

10

3,751

77

2,613

70

(140)

(3)

210

6

192

4

281

7

Other expense

(5)

0

(9)

0

Income before benefit from (provision for) income taxes

47

1

482

13

Benefit from (provision for) income taxes

52

1

(90)

(3)

99

2 % $

392

10 %

Total operating expenses
Income (loss) from operations
Gains on strategic investments, net

Net income

$

(1) Amounts related to amortization of intangible assets acquired through business combinations, as follows (in millions):
Three Months Ended April 30,
% of Total
Revenues

2020

Cost of revenues

$

Marketing and sales

% of Total
Revenues

2019

159

3

% $

61

2

112

2

%

68

2

%

(2) Amounts related to stock-based expenses, as follows (in millions):
Three Months Ended April 30,
% of Total
Revenues

2020

Cost of revenues

$

% of Total
Revenues

2019

52

1

43

1

Research and development

166

3

81

2

Marketing and sales

223

5

177

5

63

1

42

1

General and administrative

38

% $

%
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The following table sets forth selected balance sheet data and other metrics for each of the periods indicated (in millions, except remaining performance
obligation, which is presented in billions):
As of April 30,

As of January 31,

2020

Cash, cash equivalents and marketable securities

$

2020

9,802

Unearned revenue

$

7,947

9,112

Remaining performance obligation
Principal due on our outstanding debt obligations (1)

10,662

29.3

30.8

2,693

2,694

(1) Amounts do not include operating or financing lease obligations.
Remaining performance obligation represents contracted revenue that has not yet been recognized, which includes unearned revenue and unbilled amounts
that will be recognized as revenue in future periods.
Impact of Acquisitions
The comparability of our operating results for the three months ended April 30, 2020 compared to the same period of fiscal 2020 was impacted by our
business combination and acquisitions in the current and prior year, including the acquisition of Tableau in the prior year, which was our largest acquisition to date.
In our discussion of changes in our results of operations for the three months ended April 30, 2020 compared to the same period of fiscal 2020, we may
quantitatively disclose the impact of our acquired products and services for the one-year period subsequent to the acquisition date on the growth in certain of our
revenues where such discussions would be meaningful. Expense contributions from our recent acquisitions for each of the respective period comparisons generally
were not separately identifiable due to the integration of these businesses into our existing operations or were insignificant to our results of operations during the
periods presented.
Revenues
Three Months Ended April 30,
(in millions)

Subscription and support

2020

$

4,575

$

4,865

Professional services and other
Total revenues

Variance

2019

Dollars

$

3,496

$

3,737

290

Percent

$

1,079
49

20

$

1,128

30

241

31 %

The increase in subscription and support revenues was primarily caused by volume-driven increases from new business, which includes new customers,
upgrades, additional subscriptions from existing customers and acquisition activity. Pricing was not a significant driver of the increase in revenues for the period.
Revenues from term and perpetual software licenses, which are recognized at a point in time, represent approximately five percent of total subscription and support
revenues for the three months ended April 30, 2020. Subscription and support revenues accounted for approximately 94 percent of our total revenues for both the
three months ended April 30, 2020 and 2019. Additionally, subscription and support revenues increased by approximately $46 million as a result of one more day
(February 29, 2020) in the three months ended April 30, 2020 compared to the same period a year ago.
The business combination with Salesforce.org in June 2019 and acquisition of Tableau in August 2019 contributed approximately $104 million and
$273 million to total subscription and support revenues in the three months ended April 30, 2020, respectively. As a result of our business combination activity, we
recorded unearned revenue related to acquired contracts from acquired entities at fair value on the date of acquisition. As a result, we did not recognize certain
revenues related to these acquired contracts that the acquired entities would have otherwise recorded as an independent entity.
Our growth in revenues is also impacted by attrition. Attrition represents the reduction or loss of the annualized value of our contracts with customers. We
calculate our attrition rate at a point in time on a trailing twelve-month basis as of the end of each month. As of April 30, 2020, our attrition rate, excluding
Integration Cloud, Salesforce.org and Tableau, was less than nine percent. Our attrition rate for the three months ended April 30, 2020 benefited, in part, from the
ongoing shift in our business mix to enterprise and international markets which have longer customer contract term durations. In general, we exclude service
offerings from acquisitions from our attrition calculation until they are fully integrated into our customer success organization. While it is difficult to predict, we
expect our attrition rate to remain consistent in the near term due to the timing of renewals, as the fourth quarter is the largest quarter for renewals, and the diversity
of size, industry and geography within the customer base, but it may increase over time as a result of COVID-19.
We continue to invest in a variety of customer programs and initiatives which, along with increasing enterprise adoption, have helped keep our attrition rate
consistent as compared to the prior year. Consistent attrition rates play a role in our ability to
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maintain growth in our subscription and support revenues. The increase in professional services and other revenues was due primarily to the higher demand for
services from an increased number of customers.
Subscription and Support Revenue by Service Offering
Subscription and support revenues consisted of the following (in millions):
Three Months Ended April 30,
2020

Sales Cloud

2019

$

1,245

$

Variance Percent

1,073

16%

Service Cloud

1,252

1,020

23%

Salesforce Platform and Other

1,364

842

62%

714

561

27%

Marketing and Commerce Cloud
Total

$

4,575

$

3,496

Our Industry Offerings revenue is included in either Sales Cloud, Service Cloud or Salesforce Platform and Other depending on the primary service offering
purchased. Integration and Analytics revenues are included in Salesforce Platform and Other. The acquisition of Tableau in August 2019 contributed
approximately $273 million to Salesforce Platform and Other during the three months ended April 30, 2020. The revenue growth rates of each of our core service
offerings have been and may be impacted by COVID-19 in the future, depending on our customer’s actual and projected business needs. For example, we
experienced increased demand for our Commerce Cloud offering for the three months ended April 30, 2020 when compared to prior periods.
Revenues by geography were as follows:
Three Months Ended April 30,
(in millions)

Americas

2020

$

Europe
Asia Pacific
Total

As a % of Total Revenues

69 % $

1,034

21

461
$

2019

3,370

4,865

As a % of Total Revenues

2,617
755

10

365

100 % $

3,737

Growth Rate

70 %

29 %

20

37

10

26

100 %

Revenues by geography are determined based on the region of the Salesforce contracting entity, which may be different than the region of the customer. The
increase in Americas revenues was the result of the increasing acceptance of our services and the investment of additional sales resources. The increase in revenues
outside of the Americas was the result of the increasing acceptance of our services, our focus on marketing our services internationally and investment in additional
international resources. Revenues in the Americas and Europe also benefited from our acquisition of Tableau in August 2019. Foreign currency fluctuations,
primarily the strengthening British Pound Sterling, had a negative impact on revenues outside of the Americas of approximately $34 million in the three months
ended April 30, 2020 compared to a negative impact of approximately $60 million during the three months ended April 30, 2019.
Cost of Revenues.
Three Months Ended April 30,
(in millions)

2020

Subscription and support

$

966

$

1,254

Professional services and other

$

288

Total cost of revenues
Percent of total revenues

Variance
Dollars

2019

26 %

678

$

288

$

340

236
$

914

52

24 %

For the three months ended April 30, 2020, the increase in cost of revenues was primarily due to an increase of $90 million in employee-related costs, an
increase of $9 million in stock-based expenses, an increase of $80 million in service delivery costs, primarily due to our efforts to increase data center capacity and
an increase of amortization of purchased intangible assets of $98 million. Service delivery costs associated with our perpetual and term software licenses are lower
than service delivery costs associated with our cloud service offerings and as a result, our subscription and support gross margin in the three months ended April
30, 2020 benefited, in part, due to this shift in our business mix.
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We have increased our headcount by 36 percent since April 30, 2019 to meet the higher demand for services from our customers, and our recent acquisitions
also contributed to this increase. We intend to continue to invest additional resources in our enterprise cloud computing services and data center capacity to allow
us to scale with our customers and continuously evolve our security measures. We also plan to add employees in our professional services group to facilitate the
adoption of our services. The timing of these expenses will affect our cost of revenues, both in terms of absolute dollars and as a percentage of revenues, in future
periods.
Our professional services and other gross margin was positive $2 million during the three months ended April 30, 2020 and positive $5 million during fiscal
2019. We expect the cost of professional services to be approximately in line with revenues from professional services in future fiscal quarters. We believe that this
investment in professional services facilitates the adoption of our service offerings.
Operating Expenses.
Three Months Ended April 30,
(in millions)

2020

Research and development

$

859

Marketing and sales
General and administrative
Total operating expenses

$

$

554

$

305

2,390

1,697

693

502

362

140

3,751

Percent of total revenues

Variance
Dollars

2019

$

2,613

77 %

$

1,138

70 %

For the three months ended April 30, 2020, the increase in research and development expenses was primarily due to an increase of approximately $182
million in employee-related costs, an increase of $85 million in stock-based expenses, an increase in our development and test data center costs and allocated
overhead. Our research and development headcount increased by 47 percent since April 30, 2019 in order to improve and extend our service offerings, develop
new technologies, and integrate acquired companies. Our recent acquisitions also contributed to this increase in headcount. We expect that research and
development expenses will increase in absolute dollars and may increase as a percentage of revenues in future periods as we continue to invest in additional
employees and technology to support the development of new, and improve existing, technologies and the integration of acquired technologies.
For the three months ended April 30, 2020, the increase in marketing and sales expenses was primarily due to an increase of $494 million in employeerelated costs and amortization of deferred commissions, an increase of $46 million in stock-based expenses, an increase in amortization of purchased intangible
assets of $44 million, and allocated overhead. Marketing and sales expenses for the three months ended April 30, 2020 were also negatively impacted by the onetime partial minimum commission guarantee offered to our direct sales force and the cancellation of our in-person events. Our marketing and sales headcount
increased by 34 percent since April 30, 2019, primarily attributable to hiring additional sales personnel to focus on adding new customers and increasing
penetration within our existing customer base. Our recent acquisitions also contributed to this increase in headcount. We expect that marketing and sales expenses
will increase in absolute dollars and may increase as a percentage of revenues in future periods as we continue to hire additional sales personnel.
For the three months ended April 30, 2020, the increase in general and administrative expenses was primarily due to an increase in employee-related costs.
General and administrative expenses for the three months ended April 30, 2020 were also negatively impacted by our donations to members of our ecosystem and
community, including the donation of personal protective equipment. Our general and administrative headcount increased by 43 percent since April 30, 2019 as we
added personnel to support our growth, and our recent acquisitions also contributed to this increase. While not material to date, we may experience increasing
credit loss risks from accounts receivable in future periods depending on the duration or degree of economic slowdown caused by the COVID-19 pandemic, and
our actual experience in the future may differ from our past experiences or current assessments.
Other income and expense.
Three Months Ended April 30,
(in millions)

2020

Gains on strategic investments, net

$

Other expense

Variance
Dollars

2019

192
(5)

$

281

$

(89)

(9)

Gains on strategic investments, net consists primarily of mark-to-market adjustments related to our publicly held equity securities, observable price
adjustments related to our privately held equity securities and other adjustments. Net gains recognized during the three months ended April 30, 2020, were
primarily driven by realized gains recognized on publicly held equity securities of $231 million and unrealized gains recognized on privately held securities of
$30 million, offset by
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impairments of $77 million, due to changes in the macroeconomic climate and difficulties investee companies experienced raising funding. A significant change in
the liquidity or financial positions of our investees, including arising from prolonged effects of COVID-19 and related public health measures on the global
economic landscape could have a material impact on our future financial position, results of operations and cash flows. For example, impairment costs increased
$49 million during the three months ended April 30, 2020 compared to the same period a year ago, primarily as a result of COVID-19 and the corresponding
economic downturn.
Other expense primarily consists of interest expense on our debt as well as our operating and finance leases offset by investment income. Interest expense
was $29 million and $35 million for the three months ended April 30, 2020 and 2019, respectively. Investment income increased $2 million in the three months
ended April 30, 2020 compared to the same period a year ago due to higher interest income across our portfolio, which is primarily a result of the larger cash
equivalents and marketable securities balances.
Benefit from (provision for) income taxes.
Three Months Ended April 30,
(in millions)

2020

Benefit from (provision for) income taxes

$

Effective tax rate

Variance
Dollars

2019

52

$

(90)

(111)%

$

142

19 %

During the three months ended April 30, 2020, we recognized a tax benefit of $52 million on a pretax income of $47 million. Our tax provision decreased
from the same period a year ago primarily due to smaller quarter-to-date pre-tax income. Our effective tax rate may fluctuate due to changes in our domestic and
foreign earnings or material discrete tax items or a combination of these factors resulting from transactions or events, for example, acquisitions, changes to our
operating structure, or COVID-19.
Liquidity and Capital Resources
At April 30, 2020, our principal sources of liquidity were cash, cash equivalents and marketable securities totaling $9.8 billion and accounts receivable of
$3.1 billion. Our cash equivalents and marketable securities are comprised primarily of corporate notes and obligations, U.S. treasury securities, U.S. agency
obligations, asset backed securities, foreign government obligations, mortgage backed obligations, covered bonds, time deposits, money market mutual funds and
municipal securities. Our revolving loan credit agreement, which provides $1.0 billion unsecured financing (“Credit Facility”) as of April 30, 2020, also serves as a
source of liquidity.
As of April 30, 2020, our remaining performance obligation was $29.3 billion. Our remaining performance obligation represents contracted revenue that has
not yet been recognized and includes unearned revenue, which has been invoiced and is recorded on the balance sheet, and unbilled amounts that are not recorded
on the balance sheet, that will be recognized as revenue in future periods.
Cash from operations could be affected by various risks and uncertainties, including, but not limited to, the effects of the COVID-19 pandemic and other
risks detailed in Part II, Item 1A titled “Risk Factors.” We believe our existing cash, cash equivalents, marketable securities, cash provided by operating activities
and, if necessary, our borrowing capacity under our Credit Facility and unbilled amounts related to contracted non-cancelable subscription agreements, which is
not reflected on the balance sheet, will be sufficient to meet our working capital, capital expenditure and debt repayment needs over the next 12 months.
In the future, we may enter into arrangements to acquire or invest in complementary businesses, services and technologies, and intellectual property rights.
To facilitate these acquisitions or investments, we may seek additional equity or debt financing, which may not be available on terms favorable to us or at all,
impacting our ability to complete subsequent acquisitions or investments.
Cash Flows
For the three months ended April 30, 2020 and 2019 our cash flows were as follows (in millions):
1

Three Months Ended April 30,
2020

Net cash provided by operating activities

$

Net cash used in investing activities
Net cash provided by financing activities

42

2019

1,859

$

1,965

(437)

(726)

209

207
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Operating Activities
The net cash provided by operating activities during the three months ended April 30, 2020 was primarily related to net income of $99 million, adjusted for
non-cash items of $658 million of depreciation and amortization, $504 million of expenses related to employee stock plans and $247 million of amortization of
costs capitalized to obtain revenue contracts, and change in accounts receivable, net of $3.1 billion, offset by change in unearned revenue of $1.6 billion. Cash
provided by operating activities during the three months ended April 30, 2020 was negatively impacted by providing temporary financial flexibility to customers
most affected by COVID-19. In addition, our operating cash flows were negatively impacted by the partial minimum commission guarantee as these cash outflows
were not offset by corresponding cash inflows from customer receipts.
The net cash provided by operating activities during the three months ended April 30, 2019 was primarily related to net income of $392 million, adjusted for
non-cash items such as $437 million related to depreciation and amortization and $343 million of expenses related to employee stock plans, and change in accounts
receivable, net of $2.8 billion, offset by change in unearned revenue of $1.0 billion.
Investing Activities
The net cash used in investing activities during the three months ended April 30, 2020 was primarily related to the purchases of marketable securities of
$834 million and was offset by sales and maturities of marketable securities of $564 million. In addition, we paid approximately $150 million of cash consideration
related to the purchase of 450 Mission, which is reflected in capital expenditures, and approximately $103 million of cash consideration for business combinations,
net of cash acquired during the three months ended April 30, 2020.
The net cash used in investing activities during the three months ended April 30, 2019 was primarily related to the purchases of marketable securities of
$734 million.
Financing Activities
Net cash provided by financing activities during the three months ended April 30, 2020 consisted primarily of $258 million from proceeds from equity plans
offset by principal payments on financing obligations of $48 million.
Net cash provided by financing activities during the three months ended April 30, 2019 consisted primarily of $219 million from proceeds from equity plans.
Debt
As of April 30, 2020, we had senior unsecured debt outstanding due in 2023 and 2028 with a total carrying value of $2.5 billion. In addition, we had senior
secured notes outstanding related to our loan on 50 Fremont due in 2023 with a total carrying value of $192 million. We were in compliance with all debt
covenants as of April 30, 2020.
We maintain a $1.0 billion Credit Facility that matures in April 2023. There were no outstanding borrowings under the Credit Facility as of April 30, 2020.
We may use the proceeds of future borrowings under the Credit Facility for refinancing other indebtedness, working capital, capital expenditures and other general
corporate purposes, including permitted acquisitions.
We do not have any special purpose entities and we do not engage in off-balance sheet financing arrangements.
Contractual Obligations
Our principal commitments consist of obligations under leases for office space, co-location data center facilities and our development and test data center, as
well as leases for computer equipment, software, furniture and fixtures, excluding all secured and unsecured debt. At April 30, 2020, the future non-cancelable
minimum payments under these commitments were approximately $4.1 billion. As of April 30, 2020, we have additional operating leases that have not yet
commenced totaling $2.4 billion. These operating leases include agreements for office facilities to be constructed and will commence between fiscal year 2021 and
fiscal year 2025 with lease terms of 1 to 18 years.
During fiscal 2021 and in future fiscal years, we have made and expect to continue to make additional investments in our infrastructure to scale our
operations, increase productivity and enhance our security measures. We plan to upgrade or replace various internal systems to scale with our overall growth.
While we continue to make investments in our infrastructure including offices, information technology and data centers to provide capacity for the growth of our
business, however our strategy may change related to these investments and we may slow the pace of our investments due to COVID-19.
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Other Future Obligations
In June 2020, we acquired all outstanding stock of Vlocity, Inc. (“Vlocity”), a leading provider of industry-specific cloud and mobile software for
approximately $1.2 billion, which consisted of cash and the assumption of outstanding equity awards held by Vlocity employees.
In October 2019, we acquired ClickSoftware for approximately $1.4 billion. In the event that we fully integrate the operations and assets of ClickSoftware,
as well as other acquired Israeli based entities into our operations, we may be subject to a potential one-time income tax charge based on an assumed Israeli
statutory tax rate of 23 percent applied to the value of any transferred intangibles. Our tax provision for fiscal 2020 reflected the estimated incremental tax costs
associated with the integration of ClickSoftware’s operations and assets. The timing and amount of the cash payment, if any, is uncertain and would be based upon
a number of factors, including our integration plans, valuations related to intercompany transactions, the tax rate in effect at the time, potential negotiations with
the taxing authorities and potential litigation.
Environmental, Social, Governance
We believe the business of business is to make the world a better place for all of our stakeholders, including our stockholders, customers, employees,
partners, the planet and the communities in which we work and live. To this end, we are proud to have signed and to support the Business Roundtable’s Statement
on the Purpose of a Corporation, which affirms the essential role corporations can play in improving our society, a belief that Salesforce has long held and long
incorporated into our business practices, to make sure we are doing well and doing good. In addition, delivering innovative solutions to our customers is core to our
mission and, as a technology company, we have developed solutions on the Salesforce Platform that enable our customers and stakeholders to manage and affect
environmental, social and governance (“ESG”) matters that are meaningful to them. All of these goals align with our long-term growth strategy and financial and
operational priorities.
We also believe that transparently disclosing the goals and relevant metrics related to our ESG programs will allow our stakeholders to be informed on our
progress. To this end, we are working to align with the recommendations of the Financial Stability Board’s (“FSB”) Task Force on Climate-Related Financial
Disclosures (“TCFD”) and of the Sustainability Accounting Standards Board (“SASB”) by the end of fiscal 2021.
A summary of the key ESG topics that are most important to our stakeholders and the success of our business, along with key goals for each topic, can be
found in our Annual Report on Form 10-K for the fiscal year ended January 31, 2020, filed with the Securities and Exchange Commission (the “SEC”) on March 5,
2020. We also published our annual Stakeholder Impact Report in May 2020, which includes a table of detailed metrics and indicators that highlights the key goals
of our ESG programs, provides year over year trends and references SASB, The Global Reporting Initiative (“GRI”), and the Ten Principles of the United Nations
Global Compact (“UNGC”).
In the current fiscal year our ESG highlights as of April 30, 2020 include the following:
•

COVID-19 Response. We mobilized to support our employees, our customers, and our communities in response to the COVID-19 pandemic in a number
of ways. In addition, to ensure business continuity and to mitigate the impact on our business operations, from the beginning we performed impact
assessments, contingency planning and frequent leadership updates, including with our Board of Directors. Examples of some of the actions we took
include investing in our employees, customers and communities and preparing for the future, which we believe will benefit our company and our
stakeholders over the long-term:
◦ Protecting our workforce. In an effort to protect the safety and well-being of our employees we closed our offices around the world and
provided an allowance for employees to use for equipment to advance their ability to work from home. We have provided regular
communication and updates to employees, including through company-wide video calls led by senior management, with participation of Board
members and guest experts in psychology and other medical fields. We launched a daily “B-Well Together” company-wide video program, that
was subsequently opened to the public, also featuring physical and mental health experts and other informative and inspiring speakers. In
addition, we have continued to pay all of our hourly and salaried workers and support staff and announced a 90 day no significant layoff pledge
in March 2020.
◦ Innovation and customer support. To support our customers we launched Salesforce Care, a suite of free rapid response solutions to help
companies navigate COVID-19, including solutions designed to support response to the pandemic in the healthcare industry, solutions designed
to support companies with employee and customer support during the pandemic, and other solutions designed to support social community
engagement, philanthropy, and small businesses. We also launched the Tableau COVID-19 Data Hub, to help organizations around the world see
and understand data about the pandemic. To further support small businesses, we created the Salesforce Care Small Business Grants program
which supports small businesses as they work to replenish materials, pay salaries, or adapt their business models. We are also providing our
technology to companies to support their own philanthropic efforts. For example, together with our partner
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•
•

•

United Way, we are offering free access to Philanthropy Cloud for a limited time to companies to enable their employees to give back to their
communities.
◦ Supporting our communities. We have taken action to help address the Personal Protective Equipment (“PPE”) shortage facing medical
personnel. During the three months ended April 30, 2020, we sourced millions of units of Personal Protective Equipment for doctors, nurses and
first responders in the United States and other countries.
Integrated philanthropy. Together with the Salesforce Foundation, a 501(c)(3) nonprofit organization, since inception we have given approximately
$353 million to charitable organizations, logged more than five million employee volunteer hours around the world and provided more than 51,000
nonprofit and higher education organizations with the use of our service offerings for free or at a discount.
Managing and recruiting a diverse and skilled workforce - We continued our investment in programs designed to enhance employee success and
create a safe, healthy and engaging working environment.
◦ V2MOM. We completed our annual organizational alignment exercise and released our corporate V2MOM, an internal management tool used
by all employees which incorporates our vision, values, methods, obstacles, and measures for fiscal 2021. All employees are expected to
complete their own annual V2MOM which aligns with the corporate V2MOM. We also have created a COVID-19 V2MOM and have taken
steps to review and adjust our employee V2MOMs as a result of COVID-19.
◦ Equal pay for equal work. As a result of our commitment to ensure everyone is paid equally for equal work we made $2.1 million in
adjustments to employee compensation in March 2020 to address unexplained differences in pay. Through April 30, 2020, we have spent more
than $12 million supporting these efforts.
Protecting our Planet - We continued to make progress on our environmental goals, which we believe contributes to the long-term benefit of our
company and our stockholders.
◦ Science-Based Targets. We published progress towards achieving our science-based targets and 100 percent renewable energy commitments. In
fiscal 2020, we procured electricity from renewable energy resources equivalent to 63 percent of what we used globally. We also achieved a 13
percent absolute reduction in Scope 1 and 2 emissions relative to fiscal 2019 marking progress toward our goal of achieving a 50 percent
reduction by fiscal 2031. In addition, 15 percent of our targeted upstream suppliers now set their own science-based targets.
◦ 1t.org. In January 2020, the World Economic Forum (“WEF”) and certain partners, including Salesforce, launched 1t.org with a goal to
conserve, restore and grow one trillion trees within this decade. To achieve this goal, Salesforce intends to contribute our technology to WEFs
Uplink, a new digital platform to bring stakeholders together to advance the United Nations’ Sustainable Development Goals. We have also
made a commitment to support and mobilize the conservation and restoration of 100 million trees over the next decade.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK
We are exposed to financial market risks, including changes in foreign currency exchange rates, interest rates and equity investment risks. This exposure has
increased due to recent financial market movements and changes to our expectations of near-term possible movements caused by the impact of COVID-19 as
discussed in more detail below.
Foreign Currency Exchange Risk
We primarily conduct our business in the following locations: the United States, Europe, Canada, Asia Pacific and Japan. The expanding global scope of our
business exposes us to risk of fluctuations in foreign currency markets, including emerging markets. This exposure is the result of selling in multiple currencies,
growth in our international investments, including data center expansion, costs associated with third-party infrastructure providers, additional headcount in foreign
countries and operating in countries where the functional currency is the local currency. Specifically, our results of operations and cash flows are subject to
fluctuations in the following currencies: the Euro, British Pound Sterling, Canadian Dollar, Australian Dollar and Japanese Yen against the United States Dollar
(“USD”). These exposures may change over time as business practices evolve and economic conditions change, including market impacts associated with COVID19. Changes in foreign currency exchange rates could have an adverse impact on our financial results and cash flows.
In fiscal 2020, we began transitioning away from our UK-centralized European structure to enable some of our local subsidiaries within Europe, including
Germany and France, to invoice customers directly. This transition, which may take multiple years, would thereby enable the local subsidiaries to recognize
revenues, operating expenses and corresponding balance sheet accounts in local currencies. With the change to local invoicing in some markets, we expect better
alignment between our revenue and expenses in the local currency.
In January 2020, the UK exited the European Union (“EU”) (“Brexit”) and entered a transition period expected to last until the end of calendar 2020 during
which the UK will continue to be subject to EU rules and regulations while it negotiates the future terms of its relationship with the EU. Brexit, and the outcome of
these ongoing negotiations, could adversely affect the UK, regional (including European) and worldwide economic and market conditions and could contribute to
instability in
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global financial and foreign exchange markets, including volatility in the value of the British Pound Sterling and Euro. We have evaluated and started to implement
initiatives, such as the commitment to invest resources in Dublin, Ireland that could partially mitigate the impact Brexit could have on our operations. In the three
months ended April 30, 2020 and 2019, revenues generated in Europe were approximately 21 percent and 20 percent of total revenues, respectively, of which most
are recorded in our UK, Germany, France, Italy, Spain and Ireland subsidiaries. Revenues in Europe were negatively impacted by approximately $33 million in the
three months ended April 30, 2020 compared to the three months ended April 30, 2019 as a result of the strengthening British Pound Sterling. We recognize that
there are still significant uncertainties surrounding the ultimate resolution of Brexit negotiations, and we will continue to monitor any changes that may arise and
assess their potential impact on our business.
Foreign Currency Transaction Risk
Our foreign currency exposures typically arise from selling annual and multi-year subscriptions in multiple currencies, customer accounts receivable,
intercompany transfer pricing arrangements and other intercompany transactions. Our foreign currency management objective is to minimize the effect of
fluctuations in foreign exchange rates on selected assets or liabilities without exposing us to additional risk associated with transactions that could be regarded as
speculative.
We pursue our objective by utilizing foreign currency forward contracts to offset foreign exchange risk. Our foreign currency forward contracts are generally
short-term in duration. We neither use these foreign currency forward contracts for trading purposes nor do we currently designate these forward contracts as
hedging instruments pursuant to Accounting Standards Codification 815 (“ASC 815”), Derivatives and Hedging. Accordingly, we record the fair values of these
contracts as of the end of our reporting period to our condensed consolidated balance sheets with changes in fair values recorded to our condensed consolidated
statements of operations. Given the short duration of the forward contracts, the amount recorded is not significant. Our ultimate realized gain or loss with respect to
foreign currency exposures will generally depend on the size and type of cross-currency transactions that we enter into, the currency exchange rates associated with
these exposures and changes in those rates, the net realized gain or loss on our foreign currency forward contracts and other factors.
Foreign Currency Translation Risk
Fluctuations in foreign currencies impact the amount of total assets, liabilities, revenues, operating expenses and cash flows that we report for our foreign
subsidiaries upon the translation of these amounts into USD. Although the USD fluctuated against certain international currencies over the past several months, the
amounts of revenue and remaining performance obligation that we reported in USD for foreign subsidiaries that transact in international currencies were similar to
what we would have reported during the three months ended April 30, 2019 using a constant currency rate.
Interest Rate Sensitivity
We had cash, cash equivalents and marketable securities totaling $9.8 billion as of April 30, 2020. This amount was invested primarily in money market
funds, time deposits, corporate notes and bonds, government securities and other debt securities with credit ratings of at least BBB or better. The cash, cash
equivalents and marketable securities are held for general corporate purposes, including acquisitions of, or investments in, complementary businesses, services or
technologies, working capital and capital expenditures. Our investments are made for capital preservation purposes. We do not enter into investments for trading or
speculative purposes.
Our cash equivalents and our portfolio of marketable securities are subject to market risk due to changes in interest rates. Fixed rate securities may have their
market value adversely impacted due to a rise in interest rates, while floating rate securities may produce less income than expected if interest rates fall. Due in part
to these factors, our future investment income may fall short of expectation due to changes in interest rates or we may suffer losses in principal if we are forced to
sell securities that decline in market value due to changes in interest rates. However, because we classify our debt securities as “available for sale,” no gains or
losses are recognized due to changes in interest rates unless such securities are sold prior to maturity or due to expected credit losses.
Our fixed-income portfolio is also subject to interest rate risk. An immediate increase or decrease in interest rates of 100 basis points at April 30, 2020 could
result in a $37 million market value reduction or increase of the same amount. This estimate is based on a sensitivity model that measures market value changes
when changes in interest rates occur. Fluctuations in the value of our investment securities caused by a change in interest rates (gains or losses on the carrying
value) are recorded in other comprehensive income, and are realized only if we sell the underlying securities.
At January 31, 2020, we had cash, cash equivalents and marketable securities totaling $7.9 billion. Changes in interest rates of 100 basis points would have
resulted in market value changes of $38 million.
Market Risk and Market Interest Risk
We deposit our cash with multiple financial institutions.
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In addition, we maintain debt obligations that are subject to market interest risk, as follows (in millions):

Instrument

Maturity date

Interest Terms

Effective interest rate for the
three months ended April 30,
2020

Fixed

3.26%

1,500

Fixed

3.70%

193

Fixed

3.75%

Floating

N/A

Principal Outstanding
as of April 30, 2020

2023 Senior Notes

April 2023

$

1,000

2028 Senior Notes

April 2028

Loan assumed on 50 Fremont

June 2023

Revolving credit facility

April 2023

0

The borrowings under our Credit Facility bear interest, at our option, at a base rate plus a spread of 0.00% to 0.375% or an adjusted LIBOR rate plus a spread
of 0.75% to 1.375%, in each case with such spread being determined based on our credit rating. Our Credit Facility allows for the LIBOR rate to be phased-out and
replaced with the Secured Overnight Financing Rate and therefore we do not anticipate a material impact by the expected upcoming LIBOR transition. Regardless
of what amounts, if any, are outstanding under the Credit Facility, we are also obligated to pay an ongoing commitment fee on undrawn amounts at a rate of 0.05%
to 0.175%, with such rate being based on our credit rating, payable in arrears quarterly. As of April 30, 2020, there was no outstanding borrowing amount under
the Credit Facility.
The bank counterparties to our derivative contracts potentially expose us to credit-related losses in the event of their nonperformance. To mitigate that risk,
we only contract with counterparties who meet the minimum requirements under our counterparty risk assessment process. We monitor ratings, credit spreads and
potential downgrades on at least a quarterly basis. Based on our ongoing assessment of counterparty risk, we adjust our exposure to various counterparties. We
generally enter into master netting arrangements, which reduce credit risk by permitting net settlement of transactions with the same counterparty. However, we do
not have any master netting arrangements in place with collateral features.
We have an investment portfolio that includes strategic investments in privately held and publicly traded companies, which range from early-stage companies
to more mature companies both domestically and internationally. We primarily invest in enterprise cloud companies, technology startups and system integrators to
advance and expand our ecosystem. As the enterprise cloud computing ecosystem continues to mature and technologies change, our investment strategy and
corresponding investment opportunities have expanded to include investments in companies concurrently with their initial public offerings, as well as larger capital
investments in late stage companies. We plan to continue these types of strategic investments, including in companies representing targeted geographies and
targeted business and technological initiatives, as opportunities arise that we find attractive.
As of April 30, 2020, our portfolio consisted of investments in over 270 companies, with capital investments ranging from less than $0.3 million to
approximately $325 million, and 33 investments with carrying values individually equal to or in excess of approximately $10 million.
The following table sets forth additional information regarding active investments within our strategic investment portfolio as of April 30, 2020 and excludes
exited investments (in millions):
Investment Type

Publicly held equity securities

Capital Invested

$

Privately held equity securities
Total equity securities

19

$

13

1,602
$

Unrealized Losses
(Cumulative)

Unrealized Gains (Cumulative)

1,621

$

465
$

478

Carrying Value as of April
30, 2020

0

$

(243)
$

(243)

32
1,824

$

1,856

We anticipate additional volatility to our condensed consolidated statements of operations due to changes in market prices, observable price changes and
impairments to our investments. These changes could be material based on market conditions and events. While historically our investment portfolio has had a
positive impact on our financial results, that may not be true for future periods, particularly in periods of significant market fluctuations that affect our equity
securities within our strategic investments portfolio. Volatility in the global market conditions, including recent and ongoing volatility related to the impacts of
COVID-19 and related public health measures, may impact our investment portfolio and our financial results may fluctuate from historical results and
expectations.
Our investments in privately held securities are in various classes of equity which may have different rights and preferences. The particular securities we
hold, and their rights and preferences relative to those of other securities within the capital structure, may impact the magnitude by which our investment value
moves in relation to movement of the total enterprise value of the company. As a result, our investment value in a specific company may move by more or less
than any change in value of that overall company. An immediate decrease of ten percent in enterprise value of our significant publicly traded and privately held
equity securities held as of April 30, 2020, which represents 56% of the strategic investment portfolio, could result in a $90 million reduction in the value of our
investment portfolio. Fluctuations in the value of our privately held equity investments are only recorded when there is an observable transaction for a same or
similar investment of the same

47

Table of Contents

issuer or in the event of impairment.
We continually evaluate our investments in privately held and publicly traded companies. In certain cases, our ability to sell these investments may be
impacted by contractual obligations to hold the securities for a set period of time after a public offering. Currently, none of our publicly held investments are
subject to such a contractual obligation.
In addition, the financial success of our investment in any company is typically dependent on a liquidity event, such as a public offering, acquisition or other
favorable market event reflecting appreciation to the cost of our initial investment. All of our investments, particularly those in privately held companies, are
therefore subject to a risk of partial or total loss of invested capital. The rapid spread of COVID-19 and its reverberating effects on the global economy have caused
disruptions to the industry and to financial markets that are inhibiting and may continue to inhibit the ability of investee companies to complete a liquidity event. In
severe cases, our investee companies may no longer be able to operate or could experience reduced profitability, delayed public offerings, reduced ability to raise
favorable rounds of financing, or acquisitions at less favorable terms. These outcomes could materially adversely affect the Company’s financial position, results
of operations, and cash flows.
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ITEM 4. CONTROLS AND PROCEDURES
(a) Evaluation of Disclosure Controls and Procedures
Under the supervision and with the participation of our management, including our principal executive officer and principal financial officer, we conducted
an evaluation of the effectiveness of the design and operation of our disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of the end of the period covered by this report.
In designing and evaluating our disclosure controls and procedures, management recognizes that any disclosure controls and procedures, no matter how well
designed and operated, can provide only reasonable assurance of achieving the desired control objectives. In addition, the design of disclosure controls and
procedures must reflect the fact that there are resource constraints and that management is required to apply its judgment in evaluating the benefits of possible
controls and procedures relative to their costs.
Based on management’s evaluation, our principal executive officer and principal financial officer concluded that our disclosure controls and procedures are
designed to, and are effective to, provide assurance at a reasonable level that the information we are required to disclose in reports that we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in Securities and Exchange Commission rules and forms, and that
such information is accumulated and communicated to our management, including our chief executive officer and chief financial officer, as appropriate, to allow
timely decisions regarding required disclosures.
As a result of COVID-19, our employees globally shifted to working primarily from home beginning in March 2020. While pre-existing controls were not
specifically designed to operate in our current work-from-home operating environment, we believe that our disclosure controls and procedures can be executed
effectively and continue to be effective.
(b) Management’s Report on Internal Control Over Financial Reporting
Under the supervision and with the participation of our management, including our principal executive officers and principal financial officer, we conducted
an evaluation of any changes in our internal control over financial reporting (as such term is defined in Rules 13a-15(f) and 15d-15(f) under the Exchange Act) that
occurred during our most recently completed fiscal quarter. Based on that evaluation, our principal executive officers and principal financial officer concluded that
there has not been any material change in our internal control over financial reporting during the quarter covered by this report that materially affected, or is
reasonably likely to materially affect, our internal control over financial reporting. There were no significant changes to our internal control over financial
reporting.
As a result of COVID-19, and as described above, we took precautionary actions to re-evaluate and refine our financial reporting process to provide
reasonable assurance that we could report our financial results accurately and timely. We believe that our internal control over financial reporting can be executed
effectively and continue to be effective.
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PART II.
ITEM 1. LEGAL PROCEEDINGS
We evaluate all claims and lawsuits with respect to their potential merits, our potential defenses and counterclaims, settlement or litigation potential and the
expected effect on us. Our technologies may be subject to injunction if they are found to infringe the rights of a third party. In addition, many of our subscription
agreements require us to indemnify our customers for third-party intellectual property infringement claims, which could increase the cost to us of an adverse ruling
on such a claim.
The outcome of any claims or litigation, regardless of the merits, is inherently uncertain. Any claims and other lawsuits, and the disposition of such claims
and lawsuits, whether through settlement or litigation, could be time-consuming and expensive to resolve, divert our attention from executing our business plan,
result in efforts to enjoin our activities, lead to attempts by third parties to seek similar claims and, in the case of intellectual property claims, require us to change
our technology, change our business practices, pay monetary damages or enter into short- or long-term royalty or licensing agreements.
For more information regarding legal proceedings, see Note 14 “Legal Proceedings” to the condensed consolidated financial statements in Item 1 of Part I.

50

Table of Contents

ITEM 1A. RISK FACTORS
The risks and uncertainties described below are not the only ones facing us. Other events that we do not currently anticipate or that we currently deem
immaterial also may affect our business, financial condition, results of operations, cash flows and the trading price of our common stock.
Risks Related to Our Business and Industry
The effects of the COVID-19 pandemic and related public health measures have materially affected how we and our customers are operating our
businesses, and have materially affected our operating results; the duration and extent to which this will impact our future results of operations remains
uncertain.
The COVID-19 pandemic and related public health measures have materially affected how we and our customers are operating our businesses, and have
materially affected our operating results; the duration and extent to which this will impact our future results of operations remain uncertain. In response to the
COVID-19 pandemic, we have cancelled or delayed some customer events, and shifted many of them, including Dreamforce, World Tours, Connections,
Basecamps and Salesforce.org’s Higher Ed Summit, to virtual-only experiences. We may deem it advisable to similarly alter, postpone or cancel entirely additional
customer, employee and industry events in the future. Our shift to creating virtual customer, employee and industry events may not be successful, and we may not
be able to showcase our products as well as or generate the same customer interest, opportunities and leads through virtual events as we have historically done
through in-person events. If we attempt to re-introduce large in-person events, we may not be able to do so successfully and our customers may not be able or
willing to attend them.
We also temporarily closed all Salesforce offices globally. This global work-from-home operating environment has caused strain for, and has adversely
impacted productivity of, certain employees, and these conditions may persist and harm our business, including our future sales and operating results. Additionally,
our efforts to re-open our offices safely may not be successful, could expose our personnel to health risks, and will involve additional financial burdens. The
COVID-19 epidemic may have long-term effects on the nature of the office environment and remote working, and this may present operational challenges that may
adversely affect our business.
Moreover, the conditions caused by the COVID-19 have affected customer IT spending and have and may continue to adversely affect our customers’ ability
or willingness to purchase our enterprise cloud computing services. These conditions have delayed and may continue to delay prospective customers’ purchasing
decisions, and have reduced and may continue to reduce the value or duration of our customers’ subscription contracts, and affect attrition rates, all of which could
adversely affect our future sales and operating results.
Our operations have also begun to be negatively affected by a range of external factors related to the COVID-19 pandemic that are not within our control.
Authorities throughout the world have implemented numerous preventative measures to contain or mitigate the outbreak of the virus, such as travel bans and
restrictions, limitations on business activity, quarantines, work-from-home directives and shelter-in-place orders. These measures have caused, and are continuing
to cause, business slowdowns or shutdowns in affected areas, both regionally and worldwide, which have impacted our business and results of operations. For
example, these measures and related economic effects contributed to certain customers’ reluctance or inability to submit payments to us, and adversely impacted
the effectiveness of outsourced service providers we use to collect payments, and these conditions may persist or worsen. The extent and duration of these
measures could also impact our ability to address cybersecurity incidents, have resulted in increased internet demand which could cause access issues, could affect
our ability to develop and support products and services, and could cause issues with access to data centers. As we continue to monitor the situation and public
health guidance, we may adjust our current policies and practices, and existing and new precautionary measures could negatively affect our operations.
The extent of the impact of COVID-19 on our operational and financial performance will depend on certain developments, including the duration and spread
of the outbreak, impact on our customers and our sales cycles, our ability to generate new business leads, impact on our customer, employee and industry events,
and effect on our vendors, all of which are uncertain and cannot be predicted. At this point, the extent to which the pandemic may impact our financial condition or
results of operations, including our long-range plan, is uncertain. Due to our subscription-based business model, the effect of the COVID-19 pandemic may not be
fully reflected in our results of operations until future periods. If the COVID-19 pandemic has a substantial impact on our employees’, partners’ or customers’
business and productivity, our results of operations and overall financial performance may be harmed. The global macroeconomic effects of the COVID-19
pandemic and related impacts on our customers’ business operations and their demand for our products and services may persist for an indefinite period, even after
the COVID-19 pandemic has subsided. In addition, the effects of the COVID-19 pandemic may heighten many of the other risks described in this ‘‘Risk Factors’’
section.
If our security measures or those of our third-party data center hosting facilities, cloud computing platform providers or third-party service partners, or
the underlying infrastructure of the Internet are breached, and unauthorized access is obtained to a customer’s data, our data or our IT systems, or authorized
access is blocked or disabled, our services may be perceived as not being secure, customers may curtail or stop using our services, and we may incur significant
reputational harm, legal exposure and liabilities, or a negative financial impact.
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Our services involve the storage and transmission of our customers’ and our customers’ customers’ proprietary and other sensitive data, including financial,
health and other personal information. While we have security measures in place to protect our customers and our customers’ customers' data, our services and
underlying infrastructure may in the future be materially breached or compromised as a result of the following:
• third-party attempts to fraudulently induce employees or customers into disclosing sensitive information such as user names, passwords or other
information to gain access to our customers’ data or IT systems, or our data or our IT systems;
• efforts by individuals or groups of hackers and sophisticated organizations, including state-sponsored organizations or nation-states;
• cyber-attacks on our internally built infrastructure on which many of our service offerings operate;
• vulnerabilities resulting from enhancements and updates to our existing service offerings;
• vulnerabilities in the products or components across the broad ecosystem that our services operate in conjunction with and are dependent on;
• vulnerabilities existing within new technologies and infrastructures, including those from acquired companies;
• attacks on, or vulnerabilities in, the many different underlying networks and services that power the Internet that our products depend on, most of
which are not under our control or the control of our vendors, partners, or customers; and
• employee or contractor errors or intentional acts that compromise our security systems.
In addition, the changes in our work environment as a result of the COVID-19 pandemic could adversely affect our security measures, as well as our ability
to address and respond to incidents quickly. These risks are mitigated, to the extent possible, by our ability to maintain and improve business and data governance
policies, enhanced processes and internal security controls, including our ability to escalate and respond to known and potential risks. Our Board of Directors,
Audit Committee and executive management are regularly briefed on our cyber-security policies and practices and ongoing efforts to improve security, as well as
periodic updates on cyber-security events. Although we have developed systems and processes designed to protect our customers’ and our customers’ customers’
proprietary and other sensitive data, we can provide no assurances that such measures will provide absolute security or that a material breach will not occur. For
example, our ability to mitigate these risks may be impacted by the following:
• frequent changes to, and growth in complexity of, the techniques used to breach, obtain unauthorized access to, or sabotage IT systems and
infrastructure, which are generally not recognized until launched against a target, and could result in our being unable to anticipate or implement
adequate measures to prevent such techniques;
• the continued evolution of our internal IT systems as we early adopt new technologies and new ways of sharing data and communicating
internally and with partners and customers, which increases the complexity of our IT systems;
• authorization by our customers to third-party technology providers to access their customer data, which may lead to our customers' inability to
protect their data that is stored on our servers; and
• our limited control over our customers or third-party technology providers, or the processing of data by third-party technology providers, which
may not allow us to maintain the integrity or security of such transmissions or processing.
In the normal course of business, we are and have been the target of malicious cyber-attack attempts and have experienced other security incidents. To date,
such identified security events have not been material or significant to us, including to our reputation or business operations, or had a material financial impact, but
there can be no assurance that future cyberattacks will not be material or significant.
A security breach or incident could result in unauthorized parties obtaining access to, or the denial of authorized access to, our IT systems or data, or our
customers' systems or data, including intellectual property and proprietary, sensitive, or other confidential information. A security breach could also result in a loss
of confidence in the security of our services, damage our reputation, negatively impact our future sales, disrupt our business and lead to increases in insurance
premiums and legal and financial exposure and liability. Finally, the detection, prevention and remediation of known or potential security vulnerabilities, including
those arising from third-party hardware or software, may result in additional financial burdens due to additional direct and indirect costs, such as additional
infrastructure capacity spending to mitigate any system degradation and the reallocation of resources from development activities.
Defects or disruptions in our services could diminish demand for our services and subject us to substantial liability.
Because our services are complex and incorporate a variety of hardware, proprietary software and third-party software, our services may have errors or
defects that could result in unanticipated downtime for our subscribers and harm to our reputation and our business. Cloud services frequently contain undetected
errors when first introduced or when new versions or enhancements are released. We have from time to time found defects in, and experienced disruptions to, our
services and new defects or disruptions may
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occur in the future. Such defects could also create vulnerabilities that could inadvertently permit access to protected customer data. For example, in fiscal 2020, we
experienced a significant service disruption due to an internally deployed software update that had an unintended impact on our services for certain customers. As a
precaution, we immediately disabled access to our services for potentially impacted customers while we worked to remediate the issue. Upon completion of the
evaluation of the cause and impact of the disruption, we determined it did not materially affect our business, reputation or financial results.
In addition, our customers may use our services in unanticipated ways that may cause a disruption in services for other customers attempting to access their
data. As we acquire companies, we may encounter difficulty in incorporating the acquired technologies into our services and in augmenting the technologies to
meet the quality standards that are consistent with our brand and reputation. As a result, our services may have errors or defects resulting from the complexities of
integrating acquisitions.
Since our customers use our services for important aspects of their business, any errors, defects, disruptions in service or other performance problems could
hurt our reputation and may damage our customers’ businesses. As a result, customers could elect to not renew our services or delay or withhold payment to us.
We could also lose future sales or customers may make warranty or other claims against us, which could result in an increase in our allowance for doubtful
accounts, an increase in collection cycles for accounts receivable or the expense and risk of litigation.
Any interruptions or delays in services from third parties, including data center hosting facilities, cloud computing platform providers and other
hardware and software vendors, or from our inability to adequately plan for and manage service interruptions or infrastructure capacity requirements, could
impair the delivery of our services and harm our business.
We currently serve our customers from third-party data center hosting facilities and cloud computing platform providers located in the United States and
other countries. We also rely on computer hardware purchased or leased from, software licensed from, and cloud computing platforms provided by, third parties in
order to offer our services, including database software, hardware and data from a variety of vendors. Any disruption or damage to, or failure of our systems
generally, including the systems of our third-party platform providers, could result in interruptions in our services. We have from time to time experienced
interruptions in our services and such interruptions may occur in the future. In addition, the ongoing COVID-19 pandemic has and may continue to disrupt the
supply chain of hardware needed to maintain these third-party systems or to run our business. As we increase our reliance on these third-party systems, our
exposure to damage from service interruptions may increase. Interruptions in our services may cause us to issue credits or pay penalties, cause customers to make
warranty or other claims against us or to terminate their subscriptions and adversely affect our attrition rates and our ability to attract new customers, all of which
would reduce our revenue. Our business would also be harmed if our customers and potential customers believe our services are unreliable.
For many of our offerings, our production environment and customers’ data are replicated in near real-time in a separate facility located elsewhere. Certain
offerings, including some offerings of companies added through acquisitions, may be served through alternate facilities or arrangements. We do not control the
operation of any of these facilities, and they may be vulnerable to damage or interruption from earthquakes, floods, fires, power loss, telecommunications failures
and similar events. They may also be subject to break-ins, sabotage, intentional acts of vandalism and similar misconduct, as well as local administrative actions,
changes to legal or permitting requirements and litigation to stop, limit or delay operation. Despite precautions taken at these facilities, such as disaster recovery
and business continuity arrangements, the occurrence of a natural disaster or pandemic (including the COVID-19 pandemic) or an act of terrorism, a decision to
close the facilities without adequate notice or other unanticipated problems at these facilities could result in lengthy interruptions in our services.
These hardware, software, data and cloud computing platforms may not continue to be available at reasonable prices, on commercially reasonable terms or at
all. Any loss of the right to use any of these hardware, software or cloud computing platforms could significantly increase our expenses and otherwise result in
delays in the provisioning of our services until equivalent technology is either developed by us, or, if available, is identified, obtained through purchase or license
and integrated into our services.
If we do not accurately plan for our infrastructure capacity requirements and we experience significant strains on our data center capacity, our customers
could experience performance degradation or service outages that may subject us to financial liabilities, result in customer losses and harm our reputation and
business. As we add data centers and capacity and continue to move to cloud computing platform providers, we may move or transfer our data and our customers’
data. Despite precautions taken during this process, any unsuccessful data transfers may impair the delivery of our services, which may damage our business.
Privacy concerns and laws such as the California Consumer Privacy Act and the European Union’s General Data Protection Regulation, evolving
regulation of cloud computing, cross-border data transfer restrictions and other domestic or foreign regulations may limit the use and adoption of our services
and adversely affect our business.
Regulation related to the provision of services over the Internet is evolving, as federal, state and foreign governments continue to adopt new, or modify
existing, laws and regulations addressing data privacy, cybersecurity, data protection, data sovereignty and the collection, processing, storage, transfer and use of
data, generally. In some cases, data privacy laws and regulations, such as the European Union’s ("EU") General Data Protection Regulation ("GDPR") that took
effect in May 2018, impose obligations directly on Salesforce as both a data controller and a data processor, as well as on many of our customers. In addition, new
domestic data privacy laws, such as the California Consumer Privacy Act (“CCPA”), which took effect in January 2020, similarly impose new obligations on
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us and many of our customers, potentially as both businesses and service providers. As the CCPA continues to evolve and various states introduce similar
proposals, we and our customers could be exposed to additional regulatory burdens. Further, laws and legislative proposals such as the EU’s proposed e-Privacy
Regulation are increasingly aimed at the use of personal information for marketing purposes, and the tracking of individuals’ online activities.
Although we monitor the regulatory environment and have invested in addressing these developments, such as GDPR and CCPA readiness, these laws may
require us to make additional changes to our practices and services to enable us or our customers to meet the new legal requirements, and may also increase our
potential liability exposure through new or higher potential penalties for non-compliance, including as a result of penalties, fines and lawsuits related to data
breaches. These new or proposed laws and regulations are subject to differing interpretations and may be inconsistent among jurisdictions. These and other
requirements could reduce demand for our services, require us to take on more onerous obligations in our contracts, restrict our ability to store, transfer and process
data or, in some cases, impact our ability or our customers' ability to offer our services in certain locations, to deploy our solutions, to reach current and prospective
customers, or to derive insights from customer data globally. For example, ongoing legal challenges in Europe to the mechanisms allowing companies to transfer
personal data from the European Economic Area to the United States could result in further limitations on the ability to transfer data across borders, particularly if
governments are unable or unwilling to reach new or maintain existing agreements that support cross-border data transfers, such as the EU-U.S. and Swiss-U.S.
Privacy Shield framework. Additionally, certain countries have passed or are considering passing laws requiring local data residency. By way of further example,
statutory damages available through a private right of action for certain data breaches under CCPA, and potentially other states' laws, may increase our and our
customers' potential liability and the demands our customers place on us. The costs of compliance with, and other burdens imposed by, privacy laws, regulations
and standards may limit the use and adoption of our services, reduce overall demand for our services, make it more difficult to meet expectations from or
commitments to customers and our customers' customers, lead to significant fines, penalties or liabilities for noncompliance, impact our reputation, or slow the
pace at which we close sales transactions, any of which could harm our business.
In addition to government activity, privacy advocacy and other industry groups have established or may establish new self-regulatory standards that may
place additional burdens on our ability to provide our services globally. Our customers expect us to meet voluntary certification and other standards established by
third parties, such as TRUSTe. If we are unable to maintain these certifications or meet these standards, it could adversely affect our ability to provide our solutions
to certain customers and could harm our business.
Furthermore, the uncertain and shifting regulatory environment and trust climate, particularly in regard to COVID-19-related data processing, may raise
concerns regarding data privacy and cybersecurity, which may cause our customers or our customers’ customers to resist providing the data necessary to allow our
customers to use our services effectively. In addition, new products we develop in connection with changing events, such as in response to the COVID-19
pandemic, may expose us to liability or regulatory risk. Even the perception that the privacy and security of personal information are not satisfactorily protected or
do not meet regulatory requirements could inhibit sales of our products or services and could limit adoption of our cloud-based solutions.
Volatile and significantly weakened global economic conditions have in the past and may in the future adversely affect our industry, business and results
of operations.
Our overall performance depends in part on worldwide economic and geopolitical conditions. The United States and other key international economies have
experienced significant economic and market downturns in connection with the COVID-19 pandemic, and are likely to experience additional cyclical downturns
from time to time in which economic activity is impacted by falling demand for a variety of goods and services, restricted credit, poor liquidity, reduced corporate
profitability, volatility in credit, equity and foreign exchange markets, bankruptcies and overall uncertainty with respect to the economy. These economic
conditions can arise suddenly, as did the conditions associated with the COVID-19 pandemic, and the full impact of such conditions can be difficult to predict. In
addition, geopolitical developments, such as existing and potential trade wars and other events beyond our control, can increase levels of political and economic
unpredictability globally and increase the volatility of global financial markets, as has been the case with the COVID-19 pandemic. Moreover, these conditions
have affected and may continue to affect the rate of IT spending; could adversely affect our customers’ ability or willingness to attend our events or to purchase our
enterprise cloud computing services; have delayed and may delay customer purchasing decisions; have reduced and may in the future reduce the value and duration
of customer subscription contracts; and we expect these conditions will adversely affect our customer attrition rates. All of these risks and conditions could
materially adversely affect our future sales and operating results.
Our efforts to expand our services beyond the CRM market and to develop and integrate our existing services in order to keep pace with technological
developments may not succeed and may reduce our revenue growth rate and harm our business.
We derive a significant portion of our revenue from subscriptions to our CRM enterprise cloud computing application services, and we expect this will
continue for the foreseeable future. Our efforts to expand our services beyond the CRM market, such as with Analytics and Integration, may not succeed and may
reduce our revenue growth rate. In addition, the markets for certain of our offerings, including Einstein Analytics and Voice, blockchain, and other offerings,
remain relatively new and it is uncertain whether our efforts, and related investments, will ever result in significant revenue for us. In addition, we may be required
to continuously enhance our artificial intelligence offerings so that quality recommendations can be provided to our customers. Further, the
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introduction of significant platform changes and upgrades may not succeed and early stage interest and adoption of such new services may not result in long term
success or significant revenue for us.
Additionally, if we fail to anticipate or identify significant Internet-related and other technology trends and developments early enough, or if we do not
devote appropriate resources to adapting to such trends and developments, our business could be harmed.
If we are unable to develop enhancements to and new features for our existing or new services that keep pace with rapid technological developments, our
business could be harmed. The success of enhancements, new features and services depends on several factors, including the timely completion, introduction and
market acceptance of the feature, service or enhancement by customers, administrators and developers, as well as our ability to seamlessly integrate all of our
service offerings and develop adequate selling capabilities in new markets. Failure in this regard may significantly impair our revenue growth as well as negatively
impact our operating results if the additional costs are not offset by additional revenues. In addition, because our services are designed to operate over various
network technologies and on a variety of mobile devices, operating systems and computer hardware and software platforms using a standard browser, we will need
to continuously modify and enhance our services to keep pace with changes in Internet-related hardware, software, communication, browser, app development
platform and database technologies, as well as continue to maintain and support our services on legacy systems. We may not be successful in either developing
these modifications and enhancements or in bringing them to market timely. Additionally, changes to our work environment and workforce as a result of the
COVID-19 pandemic could adversely affect our ability to timely develop enhancements to and new features for existing or new services. Our efforts to quickly
introduce new offerings designed to help our customers respond to the COVID-19 pandemic, including our Work.com offering, may not be successful.
Furthermore, uncertainties about the timing and nature of new network platforms or technologies, or modifications to existing platforms or technologies,
could increase our research and development or service delivery expenses. Any failure of our services to operate effectively with future network platforms and
technologies could reduce the demand for our services, result in customer dissatisfaction and harm our business.
As we acquire and invest in companies or technologies, we may not realize the expected business or financial benefits and the acquisitions could prove
difficult to integrate, disrupt our business, dilute stockholder value and adversely affect our operating results and the market value of our common stock.
As part of our business strategy, we periodically make investments in, or acquisitions of, complementary businesses, joint ventures, services and technologies
and intellectual property rights, and we expect that we will continue to make such investments and acquisitions in the future.
Acquisitions and other transactions, arrangements, and investments involve numerous risks and could create unforeseen operating difficulties and
expenditures, including:
• potential failure to achieve the expected benefits on a timely basis or at all;
• potential identified or unknown security vulnerabilities in acquired products that expose us to additional security risks or delay our ability to
integrate the product into our service offerings or recognize the benefits of our investment;
• difficulties in increasing or maintaining the security standards for acquired technology consistent with our other services, and related costs;
• difficulty of transitioning the acquired technology onto our existing platforms and customer acceptance of multiple platforms on a temporary or
permanent basis;
• augmenting the acquired technologies and platforms to the levels that are consistent with our brand and reputation;
• challenges converting the acquired company's revenue recognition policies and forecasting the related revenues, including subscription-based
revenues and software license revenue, as well as appropriate allocation of the customer consideration to the individual deliverables;
• diversion of financial and managerial resources from existing operations;
• the potential entry into new markets in which we have little or no experience or where competitors may have stronger market positions;
• currency and regulatory risks associated with foreign countries and potential additional cybersecurity and compliance risks resulting from entry
into new markets;
• difficulties in, and the cost of, integrating acquired operations, technologies, services, platforms and personnel;
• the inability to obtain the regulatory approvals necessary to complete transactions or to integrate operations, or potential remedies imposed by
regulatory authorities either as a condition to or following the completion of a transaction (such as the global hold separate order, issued in
connection with our acquisition of Tableau by the United Kingdom Competition & Markets Authority in fiscal 2020, which order was lifted in
fiscal 2020), which may include divestitures, ownership or operational restrictions or other structural or behavioral remedies;
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failure to assimilate acquired employees, which may lead to retention risk with respect to both key acquired employees and our existing key
employees or disruption to existing teams;
• difficulties in re-training key employees of acquired companies and integrating them into our organizational structure and corporate culture;
• differences between our values and those of our acquired companies;
• inability to generate sufficient revenue to offset acquisition or investment costs;
• inability to maintain relationships with customers and partners of the acquired business;
• challenges with the acquired company's third-party service providers, including those that are required for ongoing access to third-party data;
• changes to customer relationships or customer perception of the acquired business as a result of the acquisition;
• potential for acquired products to impact the profitability of existing products;
• unanticipated expenses related to acquired technology and its integration into our existing technology;
• known and potential unknown liabilities associated with the acquired businesses, including due to litigation;
• potential write-offs of acquired assets or investments, and potential financial and credit risks associated with acquired customers;
• negative impact to our results of operations because of the depreciation and amortization of amounts related to acquired intangible assets, fixed
assets and deferred compensation;
• the loss of acquired unearned revenue and unbilled unearned revenue;
• challenges relating to the structure of an investment, such as governance, accountability and decision-making conflicts that may arise in the
context of a joint venture or other majority ownership investments;
• difficulties in and financial costs of addressing acquired compensation structures inconsistent with our compensation structure;
• additional stock-based compensation, including the impact on stockholder dilution and our results of operations;
• delays in customer purchases due to uncertainty related to any acquisition;
• ineffective or inadequate controls, procedures and policies at the acquired company;
• in the case of foreign acquisitions, challenges caused by integrating operations over distance, and across different languages, cultures and
political environments; and
• the tax effects and costs of any such acquisitions including the related integration into our tax structure and assessment of the impact on the
realizability of our future tax assets or liabilities.
Any of these risks could harm our business or negatively impact our results of operations. In addition, to facilitate acquisitions or investments, we may seek
additional equity or debt financing, which may not be available on terms favorable to us or at all, which may affect our ability to complete subsequent acquisitions
or investments, and which may affect the risks of owning our common stock. For example, if we finance acquisitions by issuing equity or convertible or other debt
securities or loans, our existing stockholders may be diluted, or we could face constraints related to the terms of, and repayment obligation related to, the
incurrence of indebtedness that could affect the market price of our common stock.
Our ability to acquire other businesses or technologies, make strategic investments or integrate acquired businesses effectively, may be impaired by the
effects of the COVID-19 pandemic and government actions in light of the pandemic. For example, a number of countries, including the U.S. and countries in
Europe and the Asia-Pacific region, are considering or have recently adopted restrictions of varying kinds on transactions involving foreign investments.
Governments may adopt more restrictions of this nature, some of which may apply to acquisitions, investments or integrations of businesses by us.
Industry-specific regulation and other requirements and standards are evolving and unfavorable industry-specific laws, regulations, interpretive positions
or standards could harm our business.
Our customers and potential customers conduct business in a variety of industries, including financial services, the public sector, healthcare and
telecommunications. Regulators in certain industries have adopted and may in the future adopt regulations or interpretive positions regarding the use of cloud
computing and other outsourced services. The costs of compliance with, and other burdens imposed by, industry-specific laws, regulations and interpretive
positions may limit our customers’ use and adoption of our services and reduce overall demand for our services. Compliance with these regulations may also
require us to devote greater resources to support certain customers, which may increase costs and lengthen sales cycles. For example, some financial services
regulators have imposed guidelines for use of cloud computing services that mandate specific controls or require financial services enterprises to obtain regulatory
approval prior to outsourcing certain functions. If we are unable to comply with these guidelines or controls, or if our customers are unable to obtain regulatory
approval to use our services where required, our business may be harmed. In addition, an inability to satisfy the standards of certain voluntary third-party
certification bodies that our customers may expect,
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such as an attestation of compliance with the Payment Card Industry (PCI) Data Security Standards, may have an adverse impact on our business and results. If in
the future we are unable to achieve or maintain industry-specific certifications or other requirements or standards relevant to our customers, it may harm our
business and adversely affect our results.
Further, in some cases, industry-specific laws, regionally-specific, or product-specific laws, regulations, or interpretive positions may impact our ability, as
well as the ability of our customers, partners and data providers, to collect, augment, analyze, use, transfer and share personal and other information that is integral
to certain services we provide. The interpretation of many of these statutes, regulations, and rulings is evolving in the courts and administrative agencies and an
inability to comply may have an adverse impact on our business and results. This impact may be particularly acute in countries that have passed or are considering
passing legislation that requires data to remain localized "in country," as this may impose financial costs on companies required to store data in jurisdictions not of
their choosing and nonstandard operational processes that add complexity and are difficult and costly to integrate with global processes. Any failure or perceived
failure by us to comply with such requirements could have an adverse impact on our business. For example, there are various statutes, regulations, and rulings
relevant to the direct email marketing and text-messaging industries, including the Telephone Consumer Protection Act (“TCPA”) and related Federal
Communication Commission (“FCC”) orders, which impose significant restrictions on the ability to utilize telephone calls and text messages to mobile telephone
numbers as a means of communication, when the prior consent of the person being contacted has not been obtained. We have been, and may in the future be,
subject to one or more class-action lawsuits, as well as individual lawsuits, containing allegations that one of our businesses or customers violated the TCPA. A
determination that we or our customers violated the TCPA or other communications-based statutes could expose us to significant damage awards that could,
individually or in the aggregate, materially harm our business.
Supporting our existing and growing customer base could strain our personnel resources and infrastructure, and if we are unable to scale our operations
and increase productivity, we may not be able to successfully implement our business plan.
We continue to experience significant growth in our customer base and personnel, particularly through acquisitions, which has placed a strain on our
management, administrative, operational and financial infrastructure. We anticipate that significant additional investments will be required to scale our operations
and increase productivity, to address the needs of our customers, to further develop and enhance our services, to expand into new geographic areas, and to scale
with our overall growth. The additional investments we are making will increase our cost base, which will make it more difficult for us to offset any future revenue
shortfalls by reducing expenses in the short term. Due to the effects of and financial burdens associated with the COVID-19 pandemic, we may not be able to make
these investments as quickly or effectively as necessary to successfully scale our operations.
We regularly upgrade or replace our various software systems. If the implementations of these new applications are delayed, or if we encounter unforeseen
problems with our new systems or in migrating away from our existing applications and systems, our operations and our ability to manage our business could be
negatively impacted.
Our success will depend in part upon the ability of our senior management to manage our projected growth effectively. To do so, we must continue to
increase the productivity of our existing employees and to hire, train and manage new employees as needed. Additionally, changes in our work environment and
workforce as a result of the COVID-19 pandemic could adversely affect our operations. To manage the expected domestic and international growth of our
operations and personnel, we will need to continue to improve our operational, financial and management controls, our reporting systems and procedures, and our
utilization of real estate. If we fail to successfully scale our operations and increase productivity, we may be unable to execute our business plan and the value of
our common stock could decline.
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 enterprise applications and platform services is highly competitive, rapidly evolving and fragmented, and subject to changing technology, low
barriers to entry, shifting customer needs and frequent introductions of new products and services. Many prospective customers have invested substantial personnel
and financial resources to implement and integrate their current enterprise software into their businesses and therefore may be reluctant or unwilling to migrate
away from their current solution to an enterprise cloud computing application service. Additionally, third-party developers may be reluctant to build application
services on our platform since they have invested in other competing technology platforms.
Our current competitors include:
• vendors of packaged business software, as well as companies offering enterprise apps delivered through on-premises offerings from enterprise
software application vendors and cloud computing application service providers, either individually or with others;
• internally developed enterprise applications (by our potential customers’ IT departments);
• software companies that provide their product or service free of charge, and only charge a premium for advanced features and functionality;
• suppliers of traditional business intelligence and data preparation products, as well as business analytics software companies;
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integration software vendors and other companies offering integration or API solutions;
marketing vendors, which may be specialized in advertising, targeting, messaging, or campaign automation;
e-commerce solutions from established and emerging cloud-only vendors and established on-premises vendors;
traditional platform development environment companies and cloud computing development platform companies who may develop toolsets and
products that allow customers to build new apps that run on the customers’ current infrastructure or as hosted services;
IoT platforms from large companies that have existing relationships with hardware and software companies; and
AI solutions from new startups and established companies.

In addition, we may face more competition as we expand our product offerings. Some of our current and potential competitors may have competitive
advantages, such as greater name recognition, longer operating histories, significant installed bases, broader geographic scope, and larger marketing budgets, as
well as substantially greater financial, technical, personnel, and other resources. In addition, many of our current and potential competitors have established
marketing relationships and access to larger customer bases, and have major distribution agreements with consultants, system integrators and resellers. We also
experience competition from smaller, younger competitors that may be more agile in responding to customers' demands. These competitors may be able to respond
more quickly and effectively than we can to new or changing opportunities, technologies, standards or customer requirements or provide competitive pricing. As a
result, even if our services are more effective than the products and services that our competitors offer, potential customers might select competitive products and
services in lieu of purchasing our services. For all of these reasons, we may not be able to compete successfully against our current and future competitors, which
could negatively impact our future sales and harm our business.
Our continued success depends on our ability to maintain and enhance our brands.
We believe that the brand identities we have developed including associations with trust, customer success, innovation and equality have significantly
contributed to the success of our business. Maintaining and enhancing the Salesforce brand and our other brands are critical to expanding our base of customers,
partners and employees. Our brand strength will depend largely on our ability to remain a technology leader and continue to provide high-quality innovative
products, services, and features securely, reliably and in a manner that enhances our customers' success. In order to maintain and enhance the strength of our
brands, we may make substantial investments to expand or improve our product offerings and services that may be accompanied by initial complications or
ultimately prove to be unsuccessful.
In addition, we have secured the naming rights to facilities controlled by third parties, such as office towers and a transit center, and any negative events or
publicity arising in connection with these facilities could adversely impact our brand.
If we fail to maintain and enhance our brands, or if we incur excessive expenses in our efforts to do so, our business, operating results and financial condition
may be materially and adversely affected.
Our ability to deliver our services is dependent on the development and maintenance of the infrastructure of the Internet by third parties.
The Internet’s infrastructure is comprised of many different networks and services that are highly fragmented and distributed by design. This infrastructure is
run by a series of independent third-party organizations that work together to provide the infrastructure and supporting services of the Internet under the
governance of the Internet Corporation for Assigned Numbers and Names (“ICANN”) and the Internet Assigned Numbers Authority (“IANA”), now under the
stewardship of ICANN.
The Internet has experienced a variety of outages and other delays as a result of damages to portions of its infrastructure, denial-of-service attacks or related
cyber incidents, and it could face outages and delays in the future. These outages and delays could reduce the level of Internet usage or result in fragmentation of
the Internet, resulting in multiple separate Internets. These scenarios are not under our control and could reduce the availability of the Internet to us or our
customers for delivery of our Internet-based services. Any resulting interruptions in our services or the ability of our customers to access our services could result
in a loss of potential or existing customers and harm our business.
In addition, certain countries have implemented (or may implement) legislative and technological actions that either do or can effectively regulate access to
the Internet, including the ability of Internet service providers to limit access to specific websites or content. Additionally, COVID-19 has also resulted in
quarantines, shelter in place orders, and work from home directives, all of which have increased demands for internet access and may create access challenges.
These actions could potentially limit or interrupt access to our services from certain countries or Internet service providers, impede our growth, productivity and
operational effectiveness, result in the loss of potential or existing customers and harm our business.
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We are subject to risks associated with our strategic investments, including partial or complete loss of invested capital. Significant changes in the fair
value of this portfolio, including changes in the valuation of our investments in publicly traded and privately held companies, could negatively impact our
financial results.
We have strategic investments in publicly traded and privately held companies, which range from early-stage companies to more mature companies with
established revenue streams and business models. Many such companies generate net losses and the market for their products, services or technologies may be
slow to develop, and, therefore, are dependent on the availability of later rounds of financing from banks or investors on favorable terms to continue their
operations. The financial success of our investment in any privately held company is typically dependent on a liquidity event, such as a public offering, acquisition
or other favorable market event reflecting appreciation to the cost of our initial investment. Likewise, the financial success of our investment in any publicly held
company is typically dependent upon an exit in favorable market conditions, and to a lesser extent on liquidity events. The capital markets for public offerings and
acquisitions are dynamic and the likelihood of successful liquidity events for the companies we have invested in could significantly worsen. Further, valuations of
privately held companies are inherently complex due to the lack of readily available market data.
The rapid spread of COVID-19 and its reverberating effects on the global economy have caused disruptions to our industry and to financial markets that are
inhibiting and may continue to inhibit the ability of investee companies to complete a currently planned or future liquidity event. In some cases, our investee
companies may no longer be able to operate or could experience reduced revenues or profitability, an increase in customer attrition, delayed public offerings,
reduced ability to raise favorable rounds of financing, acquisitions at less favorable terms or insolvency or bankruptcy. These outcomes could materially adversely
affect the Company’s financial position, results of operations, and cash flows.
As the enterprise cloud computing ecosystem has matured, the opportunities in which we can invest have expanded to include investments in companies
concurrently with an initial public offering in addition to our investments in early to late stage private companies. Therefore, our investment strategy and portfolio
has also expanded to include more mature companies. In certain cases, our ability to sell these investments may be constrained by contractual obligations to hold
the securities for a period of time after a public offering, including market standoff agreements and lock-up agreements.
We record all fair value adjustments of our publicly traded and privately held equity investments through the condensed consolidated statement of operations.
As a result, we may experience additional volatility to our statements of operations due to changes in market prices of our investments in publicly held equity
investments and the valuation and timing of observable price changes or impairments of our investments in privately held securities. Our ability to mitigate this
volatility in any given period may be impacted by our contractual obligations to hold securities for a set period of time. Volatility in the financial markets,
including the impact of the COVID-19 pandemic, has been and could continue to be material to our results in any given quarter and may cause our stock price to
decline. While historically our investment portfolio has had a positive impact on our financial results, that may not be true for future periods, particularly in periods
of significant market fluctuations which affect our strategic investments portfolio.
All of our investments, especially our investments in privately held companies, are subject to a risk of a partial or total loss of investment capital. In addition,
in the future we may deploy material investments in individual investee companies, resulting in the increasing concentration of risk in a small number of
companies. Changes in the fair value or partial or total loss of investment capital of these individual companies could be material to our financial statements.
Our quarterly results are likely to fluctuate, which may cause the value of our common stock to decline substantially.
Our quarterly results are likely to fluctuate. Fluctuations have occurred due to known and unknown risks, including the sudden and unanticipated effects of
the COVID-19 pandemic. In addition, our fiscal fourth quarter has historically been our strongest quarter for new business and renewals, and the year-over-year
compounding effect of this seasonality in billing patterns and overall new business and renewal activity causes the value of invoices that we generate in the fourth
quarter to continually increase in proportion to our billings in the other three quarters of our fiscal year. As a result, our fiscal first quarter has typically in the past
been our largest collections and operating cash flow quarter; this trend has been adversely impacted by the effects of the COVID-19 pandemic and related
economic downturn and uncertainties.
Additionally, some of the important factors that may cause our revenues, operating results and cash flows to fluctuate from quarter to quarter include:
• general economic or geopolitical conditions, which have been significantly adversely impacted as a result of the COVID-19 pandemic, and
which are adversely affecting and may continue to adversely affect either our customers’ ability or willingness to purchase additional
subscriptions or upgrade their services, or delay prospective customers’ purchasing decisions, reduce the value of new subscription contracts, or
affect attrition rates;
• our ability to retain and increase sales to existing customers, attract new customers and satisfy our customers’ requirements;
• the attrition rates for our services;
• the rate of expansion and productivity of our sales force;
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the length of the sales cycle for our services;
new product and service introductions by our competitors;
our success in selling our services to large enterprises;
changes in unearned revenue and remaining performance obligation, due to seasonality, the timing of and compounding effects of renewals,
invoice duration, size and timing, new business linearity between quarters and within a quarter, average contract term, the collectibility of
invoices related to multiyear agreements, the timing of license software revenue recognition, or fluctuations due to foreign currency movements,
all of which may impact implied growth rates;
our ability to realize benefits from strategic partnerships, acquisitions or investments;
variations in the revenue mix of our services and growth rates of our cloud subscription and support offerings, including the timing of software
license sales and sales offerings that include an on-premise software element for which the revenue allocated to that deliverable is recognized
upfront;
the seasonality of our sales cycle, including software license sales, and timing of contract execution and the corresponding impact on revenue
recognized at a point in time;
changes in our pricing policies and terms of contracts, whether initiated by us or as a result of competition, customer preference or other factors;
changes in payment terms and the timing of customer payments and payment defaults by customers as have been and may continue to be
impacted by the effects of the COVID-19 pandemic;
the seasonality of our customers’ businesses, especially Commerce Cloud customers, including retailers and branded manufacturers;
fluctuations in foreign currency exchange rates such as with respect to the British Pound Sterling;
the amount and timing of operating costs and capital expenditures related to the operations and expansion of our business;
the number of new employees;
the timing of commission, bonus, and other compensation payments to employees, including decisions to guarantee some portion of
commissions payments in connection with extraordinary events such as the partial commission guarantee in the fiscal quarter ended April 30,
2020;
the cost, timing and management effort required for the introduction of new features to our services;
the costs associated with acquiring new businesses and technologies and the follow-on costs of integration and consolidating the results of
acquired businesses;
expenses related to our real estate, our office leases and our data center capacity and expansion;
timing of additional investments in our enterprise cloud computing application and platform services and in our consulting services;
expenses related to significant, unusual or discrete events, which are recorded in the period in which the events occur, including for example
expenses related to the COVID-19 pandemic;
extraordinary expenses such as litigation or other dispute-related settlement payments;
income tax effects resulting from, but not limited to, tax law changes, court decisions on tax matters, global tax developments applicable to
multinational corporations, changes in operations or business structures, and acquisition activity;
the timing of payroll and other withholding tax expenses, which are triggered by the payment of bonuses and when employees exercise their
vested stock options;
technical difficulties or interruptions in our services;
changes in interest rates and our mix of investments, which impact the return on our investments in cash and marketable securities;
conditions, and particularly sudden changes, in the financial markets, such as the recent volatility caused by the COVID-19 pandemic, which
have impacted and may continue to impact the value and liquidity of our investment portfolio;
changes in the fair value of our strategic investments in early-to-late stage privately held and public companies, which could negatively and
materially impact our financial results, particularly in periods of significant market fluctuations;
equity issuances, including as consideration in acquisitions;
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the timing of stock awards to employees and the related adverse financial statement impact of having to expense those stock awards on a
straight-line basis over their vesting schedules;
evolving regulations of cloud computing and cross-border data transfer restrictions and similar regulations;
regulatory compliance costs; and
the impact of new accounting pronouncements and associated system implementations.

Many of these factors are outside of our control, and the occurrence of one or more of them might cause our operating results to vary widely. If we fail to
meet or exceed operating results expectations or if securities analysts and investors have estimates and forecasts of our future performance that are unrealistic or
that we do not meet, the market price of our common stock could decline. In addition, if one or more of the securities analysts who cover us adversely change their
recommendation regarding our stock, the market price of our common stock could decline.
If we experience significant fluctuations in our rate of anticipated growth and fail to balance our expenses with our revenue forecasts, our business could
be harmed and the market price of our common stock could decline.
Due to the unpredictability of future general economic and financial market conditions (including due to the impact of the COVID-19 pandemic), the pace of
change and innovation in enterprise cloud computing services, the impact of foreign currency exchange rate fluctuations, the growing complexity of our business,
including the use of multiple pricing and packaging models and the increasing amount of revenue from software license sales, and our increasing focus on
enterprise cloud computing services, we may not be able to realize our projected revenue growth plans. We plan our expense levels and investment on estimates of
future revenue and future anticipated rate of growth. We may not be able to adjust our spending appropriately if the addition of new subscriptions or the renewals
of existing subscriptions fall short of our expectations, and unanticipated events, such as the COVID-19 pandemic, may cause us to incur expenses beyond what we
anticipated. A portion of our expenses may also be fixed in nature for some minimum amount of time, such as with costs capitalized to obtain revenue contracts,
data center and infrastructure service contracts or office leases, so it may not be possible to reduce costs in a timely manner, or at all, without the payment of fees
to exit certain obligations early. As a result, we expect that our revenues, operating results and cash flows may fluctuate significantly on a quarterly basis and
revenue growth rates may not be sustainable and may decline in the future, and in some periods, we have not been able to, and may not be able in the future to
provide continued operating margin expansion, which could harm our business and cause the market price of our common stock to decline.
Sales to customers outside the United States expose us to risks inherent in international operations.
We sell our services throughout the world and are subject to risks and challenges associated with international business. We intend to continue to expand our
international sales efforts. The risks and challenges associated with sales to customers outside the United States or those that can affect international operations
generally, include:
• natural disasters, acts of war, terrorism, and pandemics, including the ongoing COVID-19 pandemic and related public health measures and
resulting changes to laws and regulations, including changes oriented to protecting local businesses or restricting the movement of our or our
customers’ employees;
• localization of our services, including translation into foreign languages and associated expenses;
• regulatory frameworks or business practices favoring local competitors;
• pressure on the creditworthiness of sovereign nations, where we have customers and a balance of our cash, cash equivalents and marketable
securities;
• foreign currency fluctuations and controls, which may make our services more expensive for international customers and could add volatility to
our operating results;
• compliance with multiple, conflicting, ambiguous or evolving governmental laws and regulations, including employment, tax, privacy, anticorruption, import/export, customs, anti-boycott, sanctions and embargoes, antitrust, data transfer, storage and protection, and industry-specific
laws and regulations, including rules related to compliance by our third-party resellers and our ability to identify and respond timely to
compliance issues when they occur;
• liquidity issues or political actions by sovereign nations, including nations with a controlled currency environment, which could result in
decreased values of these balances or potential difficulties protecting our foreign assets or satisfying local obligations;
• vetting and monitoring our third-party resellers in new and evolving markets to confirm they maintain standards consistent with our brand and
reputation;
• treatment of revenue from international sources, evolving domestic and international tax environments, and changes to tax codes, including
being subject to foreign tax laws and being liable for paying withholding income or other taxes in foreign jurisdictions;
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uncertainty regarding regulation, currency, tax, and operations resulting from the United Kingdom's exit from the EU ("Brexit") on January 31,
2020 and possible disruptions in trade, the sale of our services and commerce, and movement of our people between the United Kingdom, EU,
and other locations;
uncertainty regarding the imposition of and changes in the United States' and other governments' trade regulations, trade wars, tariffs, other
restrictions or other geopolitical events;
changes in the public perception of governments in the regions where we operate or plan to operate;
regional data privacy laws and other regulatory requirements that apply to outsourced service providers and to the transmission of our customers’
data across international borders, which grow more complex as we scale and expand into new markets;
different pricing environments;
difficulties in staffing and managing foreign operations;
different or lesser protection of our intellectual property, including increased risk of theft of our proprietary technology and other intellectual
property;
longer accounts receivable payment cycles and other collection difficulties; and
regional economic and political conditions.

Any of these factors could negatively impact our business and results of operations. The above factors may also negatively impact our ability to successfully
expand into emerging market countries, where we have little or no operating experience, where it can be costly and challenging to establish and maintain
operations, including hiring and managing required personnel, and difficult to promote our brand, and where we may not benefit from any first-to-market
advantage or otherwise succeed.
Because we generally recognize revenue from subscriptions for our services over the term of the subscription, downturns or upturns in new business may
not be immediately reflected in our operating results.
We generally recognize revenue from customers ratably over the terms of their subscription and support agreements, which are typically 12 to 36 months. As
a result, most of the revenue we report in each quarter is the result of subscription and support agreements entered into during previous quarters. Consequently, a
decline in new or renewed subscriptions in any one quarter may not be reflected in our revenue results for that quarter. Any such decline, however, will negatively
impact our revenue in future quarters. Accordingly, the effect of significant downturns in sales and market acceptance of our services, and changes in our attrition
rate, may not be fully reflected in our results of operations until future periods, including changes resulting from the effects of the COVID-19 pandemic. Our
subscription model also makes it difficult for us to rapidly increase our revenue through additional sales in any period, as revenue from new customers must be
recognized over the applicable subscription and support term.
If our customers do not renew their subscriptions for our services or reduce the number of paying subscriptions at the time of renewal, our revenue and
current remaining performance obligation could decline and our business may suffer. If we cannot accurately predict subscription renewals or upgrade rates,
we may not meet our revenue targets, which may adversely affect the market price of our common stock.
Our customers have no obligation to renew their subscriptions for our services after the expiration of their contractual subscription period, which is typically
12 to 36 months, and in the normal course of business, some customers have elected not to renew. In addition, our customers may renew for fewer subscriptions,
renew for shorter contract lengths, or switch to lower cost offerings of our services. It is difficult to predict attrition rates given our varied customer base of
enterprise and small and medium size business customers and the number of multi-year subscription contracts. Historically, our subscription and support revenues
primarily consisted of subscription fees; however, with the May 2018 acquisition of MuleSoft and the August 2019 acquisition of Tableau, subscription and
support revenues also now include term software license sales. We have less experience forecasting the renewal rates of such term software license sales. Our
attrition rates may increase or fluctuate as a result of a number of factors, including customer dissatisfaction with our services, customers’ spending levels, mix of
customer base, decreases in the number of users at our customers, competition, pricing increases or changes and deteriorating general economic conditions,
including as a result of the COVID-19 pandemic.
Our future success also depends in part on our ability to sell additional features and services, more subscriptions or enhanced editions of our services to our
current customers. This may also require increasingly sophisticated and costly sales efforts that are targeted at senior management. Similarly, the rate at which our
customers purchase new or enhanced services depends on a number of factors, including general economic conditions and that our customers do not react
negatively to any price changes related to these additional features and services.
If customers do not renew their subscriptions, do not purchase additional features or enhanced subscriptions or if attrition rates increase, our business could
be harmed.
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If third-party developers and providers do not continue to embrace our technology delivery model and enterprise cloud computing services, or if our
customers seek warranties from us for third-party applications, integrations, data and content, our business could be harmed.
Our success depends on the willingness of a growing community of third-party developers and technology providers to build applications and provide
integrations, data and content that are complementary to our services. Without the continued development of these applications and provision of such integrations,
data and content, both current and potential customers may not find our services sufficiently attractive, which could impact future sales. In addition, for those
customers who authorize a third-party technology partner access to their data, we do not provide any warranty related to the functionality, security or integrity of
the data transmission or processing. Despite contract provisions to protect us, customers may look to us to support and provide warranties for the third-party
applications, integrations, data and content, even though not developed or sold by us, which may expose us to potential claims, liabilities and obligations, all of
which could harm our business.
We are exposed to fluctuations in currency exchange rates that have in the past and could in the future negatively impact our financial results and cash
flows from changes in the value of the U.S. Dollar versus local currencies and the Euro versus the British Pound Sterling.
We primarily conduct our business in the following regions: the Americas, Europe and Asia Pacific. The expanding global scope of our business exposes us
to risk of fluctuations in foreign currency markets, including in emerging markets. This exposure is the result of selling in multiple currencies, growth in our
international investments, including data center expansion, additional headcount in foreign locations, and operating in countries where the functional currency is
the local currency. Specifically, our results of operations and cash flows are subject to currency fluctuations primarily in British Pound Sterling, Euro, Japanese
Yen, Canadian Dollar and Australian Dollar against the U.S. Dollar as well as the Euro against the British Pound Sterling. These exposures may change over time
as business practices evolve, economic and political conditions change and evolving tax regulations come into effect. The fluctuations of currencies in which we
conduct business can both increase and decrease our overall revenue and expenses for any given fiscal period. Furthermore, fluctuations in foreign currency
exchange rates can affect our ability to accurately predict our future results and earnings. Additionally, global events, including the sudden and unexpected effects
of the COVID-19 pandemic, as well as geopolitical developments, fluctuating commodity prices and trade tariff developments, have caused and may in the future
cause global economic uncertainty and uncertainty about the interest rate environment, which could amplify the volatility of currency fluctuations. Although we
attempt to mitigate some of this volatility and related risks through foreign currency hedging, our hedging activities are limited in scope and may not effectively
offset the adverse financial impacts that may result from unfavorable movements in foreign currency exchange rates, which could adversely impact our financial
condition or results of operations.
As more of our sales efforts are targeted at larger enterprise customers, our sales cycle may become more time-consuming and expensive, we may
encounter pricing pressure and implementation and configuration challenges, and we may have to delay revenue recognition for some complex transactions,
all of which could harm our business and operating results.
As we target more of our sales efforts at larger enterprise customers, including governmental entities, we may face greater costs, longer sales cycles, greater
competition and less predictability in completing some of our sales. In this market segment, the customer’s decision to use our services may be an enterprise-wide
decision and, if so, these types of sales would require us to provide greater levels of education regarding the use and benefits of our services, as well as education
regarding privacy and data protection laws and regulations to prospective customers with international operations. Moreover, restrictions in place in response to the
COVID-19 pandemic have disrupted our operations, and our customers’ operations and businesses, and this has adversely affected, and may continue to adversely
affect, our sales efforts.
In addition, larger customers and governmental entities may demand more configuration, integration services and features. As a result of these factors, these
sales opportunities may require us to devote greater sales support and professional services resources to individual customers, driving up costs and time required to
complete sales and diverting our own sales and professional services resources to a smaller number of larger transactions, while potentially requiring us to delay
revenue recognition on some of these transactions until the technical or implementation requirements have been met.
Pricing and packaging strategies for enterprise and other customers for subscriptions to our existing and future service offerings may not be widely accepted
by other new or existing customers. Our adoption of such new pricing and packaging strategies may harm our business.
For large enterprise customers, professional services may also be performed by us, a third party, or a combination of our own staff and a third party. Our
strategy is to work with third parties to increase the breadth of capability and depth of capacity for delivery of these services to our customers. If a customer is not
satisfied with the quality of work performed by us or a third party or with the type of services or solutions delivered, we could incur additional costs to address the
situation, the profitability of that work might be impaired, and the customer’s dissatisfaction with our services could damage our ability to obtain additional work
from that customer. In addition, negative publicity related to our customer relationships, regardless of its accuracy, may further damage our business by affecting
our ability to compete for new business with current or prospective customers.
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Social and ethical issues, including the use of AI in our offerings, may result in reputational harm and liability.
Social and ethical issues, including the use of new and evolving technologies such as AI in our offerings, may result in reputational harm and liability. We are
increasingly building AI into many of our offerings. As with many innovations, AI and our Customer 360 platform present additional risks and challenges that
could affect their adoption and therefore our business. For example, the development of AI and Customer 360, the latter of which provides information regarding
our customers’ customers, presents emerging ethical issues and if we enable or offer solutions that draw controversy due to their perceived or actual impact on
human rights, privacy, employment, or in other social contexts, we may experience brand or reputational harm, competitive harm or legal liability. Data practices
by us or others that result in controversy could impair the acceptance of artificial intelligence solutions. This in turn could undermine the decisions, predictions, or
analysis AI applications produce, subjecting us to competitive harm, legal liability, and brand or reputational harm.
In addition, positions we take on social and ethical issues may be unpopular with some customers or potential customers, which has in the past and may in the
future impact our ability to attract or retain such customers or other prospective customers. We also may choose not to conduct business with potential customers
or discontinue or not expand business with existing customers due to these positions. Further, actions taken by our customers, including through the use or misuse
of our products, may result in reputational harm or possible liability. For example, we have been subject to allegations in legal proceedings that we should be liable
for the use of certain of our products by third parties. Although we believe that such claims lack merit, such claims could cause reputational harm to our brand or
result in liability. Our brand is also associated with our public commitments to sustainability, equality and ethical use, and any perceived changes in our dedication
to these commitments could harm our reputation or brand and could adversely impact our relationships with our customers.
We have been and may in the future be sued by third parties for various claims, including alleged infringement of proprietary rights.
We are involved in various legal matters arising from the normal course of business activities. These include claims, suits, government investigations and
other proceedings involving alleged infringement of third-party patents and other intellectual property rights, as well as commercial, corporate and securities, labor
and employment, class actions, wage and hour, antitrust and other matters.
The software and Internet industries are characterized by the existence of a large number of patents, trademarks and copyrights and by frequent litigation
based on allegations of infringement or other violations of intellectual property rights. We have received in the past and may receive in the future communications
from third parties, including practicing entities and non-practicing entities, claiming that we have infringed their intellectual property rights. We have also been,
and may in the future be, sued by third parties for alleged infringement of their claimed proprietary rights. Our technologies may be subject to injunction if they are
found to infringe the rights of a third-party or we may be required to pay damages, or both. Further, many of our subscription agreements require us to indemnify
our customers for third-party intellectual property infringement claims, which would increase the cost to us of an adverse ruling on such a claim.
In addition, we have in the past been, and may in the future be, sued by third parties who seek to target us for actions taken by our customers, including
through the use or misuse of our products. For example, we have been subject to allegations in legal proceedings that we should be liable for the use of certain of
our products by third parties. Although we believe that such claims lack merit, such claims could cause reputational harm to our brand or result in liability.
Our exposure to risks associated with various claims, including claims related to the use of intellectual property as well as securities and related stockholder
derivative claims, may be increased as a result of acquisitions of other companies. For example, we are subject to ongoing securities class action litigation and
related stockholder derivative claims brought against Tableau that remain outstanding, and as to which we may ultimately be subject to liability or settlement costs.
Additionally, we may have a lower level of visibility into the development process with respect to intellectual property or the care taken to safeguard against
infringement risks with respect to acquired companies or technologies. In addition, third parties have made claims in connection with our acquisitions and may do
so in the future, and they may also make infringement and similar or related claims after we have acquired technology that had not been asserted prior to our
acquisition.
The outcome of any claims or litigation, regardless of the merits, is inherently uncertain. Any claims or lawsuits, and the disposition of such claims and
lawsuits, whether through settlement or licensing discussions, or litigation, could be time-consuming and expensive to resolve, divert management attention from
executing our business plan, result in efforts to enjoin our activities, lead to attempts on the part of other parties to pursue similar claims and, in the case of
intellectual property claims, require us to change our technology, change our business practices, pay monetary damages or enter into short- or long-term royalty or
licensing agreements.
Any adverse determination or settlement related to intellectual property claims or other litigation could prevent us from offering our services to others, could
be material to our financial condition or cash flows, or both, or could otherwise adversely affect our operating results, including our operating cash flow in a
particular period. In addition, depending on the nature and timing of any such dispute, an unfavorable resolution of a legal matter could materially affect our
current or future results of operations or cash flows in a particular period.
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Any failure to protect our intellectual property rights could impair our ability to protect our proprietary technology and our brand, cause us to incur
significant expenses and harm our business.
If we fail to protect our intellectual property rights adequately, our competitors may gain access to our technology, affecting our brand, causing us to incur
significant expenses and harming our business. Any of our patents, trademarks or other intellectual property rights may be challenged by others or invalidated
through administrative process or litigation. While we have many U.S. patents and pending U.S. and international patent applications, we may be unable to obtain
patent protection for the technology covered in our patent applications or the patent protection may not be obtained quickly enough to meet our business needs. In
addition, our existing patents and any patents issued in the future may not provide us with competitive advantages, or may be successfully challenged by third
parties. Furthermore, legal standards relating to the validity, enforceability and scope of protection of intellectual property rights are uncertain, and we also may
face proposals to change the scope of protection for some intellectual property rights in the U.S. Effective patent, trademark, copyright and trade secret protection
may not be available to us in every country in which our services are available. The laws of some foreign countries may not be as protective of intellectual property
rights as those in the U.S., and mechanisms for enforcement of intellectual property rights may be inadequate. Also, our involvement in standard-setting activity or
the need to obtain licenses from others may require us to license our intellectual property. Accordingly, despite our efforts, we may be unable to prevent third
parties from using our intellectual property.
We may be required to spend significant resources and expense to monitor and protect our intellectual property rights. We may initiate claims or litigation
against third parties for infringement of our proprietary rights or to establish the validity of our proprietary rights. If we fail to protect our intellectual property
rights, it could impact our ability to protect our technology and brand. Furthermore, any litigation, whether or not it is resolved in our favor, could result in
significant expense to us, cause us to divert time and resources from our core business, and harm our business.
We may lose key members of our management team or development and operations personnel, and may be unable to attract and retain employees we
need to support our operations and growth.
Our success depends substantially upon the continued services of our executive officers and other key members of management, particularly our chief
executive officer. From time to time, there may be changes in our executive management team resulting from the hiring or departure of executives. For example, in
February 2020, Keith Block resigned as co-CEO and as a director of the Company. Such changes in our executive management team may be disruptive to our
business. We are also substantially dependent on the continued service of our existing development and operations personnel because of the complexity of our
services and technologies. Our executive officers, key management, development or operations personnel could terminate their employment with us at any time.
The loss of one or more of our key employees or groups of employees could seriously harm our business.
The technology industry is subject to substantial and continuous competition for engineers with high levels of experience in designing, developing and
managing software and Internet-related services, as well as competition for sales executives, data scientists and operations personnel. We have experienced
significant competition in attracting and retaining, and may not in the future be successful in attracting and retaining qualified personnel. We have from time to
time experienced, and we expect to continue to experience, difficulty in hiring, developing, integrating and retaining highly skilled employees with appropriate
qualifications. These difficulties may be amplified by evolving restrictions on immigration, travel, or availability of visas for skilled technology workers, including
restrictions imposed in response to the COVID-19 pandemic. These difficulties may potentially be further amplified by the high cost of living in the San Francisco
Bay Area, where our headquarters are located. If we fail to attract new personnel or fail to retain and motivate our current personnel, our business and future
growth prospects could be severely harmed.
In addition, we believe in the importance of our corporate culture, which fosters dialogue, collaboration, recognition and a sense of family. As our
organization grows and expands globally, and as employees’ workplace expectations develop, we may find it increasingly difficult to maintain the beneficial
aspects of our corporate culture. This could negatively impact our ability to attract and retain employees or our reputation with customers and could negatively
impact our future growth.
Any failure in our delivery of high-quality technical support services may adversely affect our relationships with our customers and our financial results.
Our customers depend on our support organization to resolve technical issues relating to our applications. We may be unable to respond quickly enough to
accommodate short-term increases in customer demand for support services across our varying and diverse offerings. Outsourced provision of technical support
may be suddenly and adversely impacted by unforeseen events, for example, as recently occurred when certain business process outsourced service providers were
delayed in effectively servicing our customers due to conditions related to the COVID-19 pandemic. Increased customer demand for these services, without
corresponding revenues, could increase costs and adversely affect our operating results. In addition, our sales process is highly dependent on our applications and
business reputation and on positive recommendations from our existing customers. Any failure to maintain high-quality technical support, or a market perception
that we do not maintain high-quality support, could adversely affect our reputation, our ability to sell our service offerings to existing and prospective customers,
and our business, operating results and financial position.
Periodic changes to our sales organization can be disruptive and may reduce our rate of growth.
We periodically change and make adjustments to our sales organization in response to market opportunities, competitive threats, management changes,
product introductions or enhancements, acquisitions, sales performance, increases in sales headcount, cost
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levels and other internal and external considerations. Such sales organization changes have in some periods resulted in, and may in the future result in, a reduction
of productivity, which could negatively impact our rate of growth and operating results. In addition, any significant change to the way we structure our
compensation of our sales organization may be disruptive and may affect our revenue growth.
Unanticipated changes in our effective tax rate and additional tax liabilities and recent global tax developments may impact our financial results.
We are subject to income taxes in the United States and various jurisdictions outside of the United States. Significant judgment is often required in the
determination of our worldwide provision for income taxes. Our effective tax rate could be impacted by changes in our earnings and losses in countries with
differing statutory tax rates, changes in operations, changes in non-deductible expenses, changes in excess tax benefits of stock-based compensation, changes in the
valuation of deferred tax assets and liabilities and our ability to utilize them, the applicability of withholding taxes, effects from acquisitions, and changes in
accounting principles and tax laws. Any changes, ambiguity, or uncertainty in taxing jurisdictions' administrative interpretations, decisions, policies and positions
could also materially impact our income tax liabilities.
We may also be subject to additional tax liabilities and penalties due to changes in non-income based taxes resulting from changes in federal, state or
international tax laws, changes in taxing jurisdictions’ administrative interpretations, decisions, policies, and positions, results of tax examinations, settlements or
judicial decisions, changes in accounting principles, or changes to our business operations including as a result of acquisitions. Any resulting increase in our tax
obligation or cash taxes paid could adversely affect our cash flows and financial results.
We are also subject to tax examinations in multiple jurisdictions. While we regularly evaluate new information that may change our judgment resulting in
recognition, derecognition or changes in measurement of a tax position taken, there can be no assurance that the final determination of any examinations will not
have an adverse effect on our operating results or financial position.
As our business continues to grow, increasing our brand recognition and profitability, we may be subject to increased scrutiny and corresponding tax
disputes, which may impact our cash flows and financial results. Furthermore, our growing prominence may bring public attention to our tax profile, and if
perceived negatively, may cause brand or reputational harm.
As we utilize our tax credits and net operating loss carry-forwards, we may be unable to mitigate our tax obligations to the same extent as in prior years,
which could have a material impact to our future cash flows. In addition, changes to our operating structure including changes related to acquisitions may result in
cash tax obligations.
In addition, recent global tax developments applicable to multinational businesses may have a material impact to our business, cash flow from operating
activities, or financial results. Such developments, for example, include the Organization for Economic Co-operation and Development’s, the European
Commission’s, and certain major jurisdictions' heightened interest in and taxation of companies participating in the digital economy. Governments’ responses to
the economic impact of COVID-19 may lead to tax rule changes that could materially and adversely affect our cash flows and financial results.
Our debt service obligations, lease commitments and other contractual obligations may adversely affect our financial condition and cash flows from
operations.
As of April 30, 2020, we had a substantial level of debt, including our 2023 and 2028 Senior Notes ("Senior Notes”), the loan we assumed when we
purchased an office building located at 50 Fremont Street in San Francisco, California (“50 Fremont”) due June 2023 and lease arrangements. We also have a
Credit Facility under which we can draw $1.0 billion. Additionally, we have significant contractual commitments, such as commitments with infrastructure service
providers, which are not reflected on our condensed consolidated balance sheets. Maintenance of our indebtedness and contractual commitments and any additional
issuances of indebtedness could:
• impair our ability to obtain additional financing in the future for working capital, capital expenditures, acquisitions, general corporate or other
purposes;
• cause us to dedicate a substantial portion of our cash flows from operations towards debt service obligations and principal repayments; and
• make us more vulnerable to downturns in our business, our industry or the economy in general, such as recent downturns in connection with the
effects of the COVID-19 pandemic.
Our ability to meet our expenses and debt obligations will depend on our future performance, which will be affected by financial, business, economic,
regulatory and other factors. We will not be able to control many of these factors, such as economic conditions and governmental regulations. Further, our
operations may not generate sufficient cash to enable us to service our debt or contractual obligations resulting from our leases. If we fail to make a payment on our
debt, we could be in default on such debt. If we are at any time unable to generate sufficient cash flows from operations to service our indebtedness when payment
is due, we may be required to attempt to renegotiate the terms of the instruments relating to the indebtedness, seek to refinance all or a portion of the indebtedness
or obtain additional financing. There can be no assurance that we would be able to successfully renegotiate such terms, that any such refinancing would be possible
or that any additional financing could be obtained on terms that are favorable or acceptable to us. Any
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new or refinanced debt may be subject to substantially higher interest rates, which could adversely affect our financial condition and impact our business.
In addition, adverse changes by any rating agency to our credit rating may negatively impact the value and liquidity of both our debt and equity securities, as
well as the potential costs associated with a refinancing of our debt. Downgrades in our credit ratings could also affect the terms of any such refinancing or future
financing or restrict our ability to obtain additional financing in the future.
Our senior unsecured notes and senior unsecured credit agreement impose restrictions on us and require us to maintain compliance with specified covenants.
Our ability to comply with these covenants may be affected by events beyond our control. A failure to comply with the covenants and other provisions of our
outstanding debt could result in events of default under such instruments, which could permit acceleration of all of our debt and borrowings. Any required
repayment of our debt or our Credit Facility as a result of a fundamental change or other acceleration would lower our current cash on hand such that we would not
have those funds available for use in our business.
Lease accounting guidance requires that we record a liability for operating lease activity on our condensed consolidated balance sheet, which increases both
our assets and liabilities and therefore may impact our ability to obtain the necessary financing from financial institutions at commercially viable rates or at all. Our
lease terms may include options to extend or terminate the lease. These options are reflected in the operating lease right-of-use ("ROU") asset, which represents our
right to use an underlying asset for the lease term, and lease liability only when it is reasonably certain that we will exercise that option. We reassess the lease term
if and when a significant event or change in circumstances occurs within our control. The potential impact of these options to extend could be material to our
financial position and financial results.
Natural disasters and other events beyond our control have in the past and may in the future materially adversely affect us.
Natural disasters or other catastrophic events have in the past and may in the future cause damage or disruption to our operations, international commerce and
the global economy, and thus could have a strong negative effect on us. Our business operations are subject to interruption by natural disasters, fire, power
shortages, pandemics (including the ongoing COVID-19 pandemic) and other events beyond our control. For example, in response to the COVID-19 pandemic we
temporarily closed our offices globally, including our corporate headquarters and are experiencing and expect to continue to experience ongoing effects related to
the local and global economic and other effects of this pandemic. Although we maintain crisis management and disaster response plans, such events could make it
difficult or impossible for us to deliver our services to our customers, and could decrease demand for our services. Our corporate headquarters, and a significant
portion of our research and development activities, IT systems, and other critical business operations, are located near major seismic faults in the San Francisco
Bay Area. Because we do not carry earthquake insurance for direct quake-related losses, with the exception of the building that we own in San Francisco, and
significant recovery time could be required to resume operations, our financial condition and operating results could be materially adversely affected in the event
of a major earthquake or catastrophic event, and the adverse effects of any such catastrophic event would be exacerbated if experienced at the same time as another
unexpected and adverse event, such as the COVID-19 pandemic.
Climate change may have a long-term impact on our business.
While we seek to mitigate our business risks associated with climate change by establishing robust environmental programs and partnering with
organizations who are also focused on mitigating their own climate related risks, we recognize that there are inherent climate related risks wherever business is
conducted. Access to clean water and reliable energy in the communities where we conduct our business, whether for our offices, data centers, vendors, customers
or other stakeholders, is a priority and is not guaranteed. Any of our primary locations may be vulnerable to the adverse effects of climate change. For example, our
California headquarters are projected to be vulnerable to future water scarcity due to climate change. Climate-related events, including the increasing frequency of
extreme weather events and their impact on critical infrastructure in the U.S. and elsewhere, have the potential to disrupt our business, our third-party suppliers,
and the business of our customers, and may cause us to experience higher attrition, losses and additional costs to maintain or resume operations.
Current and future accounting pronouncements and other financial and non-financial reporting standards may negatively impact our financial results.
We regularly monitor our compliance with applicable financial reporting standards and review new pronouncements and interpretations that are relevant to
us. As a result of new standards, changes to existing standards and changes in their interpretation, we may be required to change our accounting policies, to alter
our operational policies, to implement new or enhance existing systems so that they reflect new or amended financial reporting standards, and to adjust our
published financial statements. Such changes may have an adverse effect on our business, financial position, and operating results, or cause an adverse deviation
from our revenue and operating profit targets, which may negatively impact our financial results.
In addition, as we work to align with the recommendations of the Financial Stability Board's Task Force on Climate-related Financial Disclosures ("TCFD"),
the Sustainability Accounting Standards Board ("SASB"), and our own Environmental, Social, Governance (“ESG”) materiality assessment, we have and, in the
future, may continue to expand our disclosures in these areas. This transparency is consistent with our commitment to executing on a strategy that reflects the
economic, social, and environmental impact
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we have on the world while advancing and complementing our business strategy. Our disclosures on these matters, and standards we set for ourselves or a failure
to meet these standards, may influence our reputation and the value of our brand. Our failure to achieve progress on our metrics on a timely basis, or at all, could
adversely affect our reputation, business, financial performance, and growth.
By electing to set and share publicly these corporate ESG standards, our business may also face increased scrutiny related to ESG activities. As a result, we
could damage our reputation and the value of our brand if we fail to act responsibly in the areas in which we report. Any harm to our reputation resulting from
setting these standards or our failure or perceived failure to meet such standards could adversely affect our business, financial performance, and growth.
We may be subject to risks related to government contracts and related procurement regulations.
Our contracts with federal, state, local, and foreign government entities are subject to various procurement regulations and other requirements relating to their
formation, administration and performance. We may be subject to audits and investigations relating to our government contracts, and any violations could result in
various civil and criminal penalties and administrative sanctions, including termination of contracts, refunding or suspending of payments, forfeiture of profits,
payment of fines, and suspension or debarment from future government business. In addition, such contracts may provide for termination by the government at any
time, without cause, and termination of any such contract may adversely impact our other existing or prospective government contracts. Any of these risks related
to contracting with governmental entities could adversely impact our future sales and operating results.
We are subject to governmental export and import controls that could impair our ability to compete in international markets and subject us to liability if
we are not in full compliance with applicable laws.
Our solutions are subject to export and import controls, including the Commerce Department’s Export Administration Regulations, U.S. Customs regulations
and various economic and trade sanctions regulations established by the Treasury Department’s Office of Foreign Assets Control. If we fail to comply with these
U.S. export control laws and import laws we and certain of our employees could be subject to 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. Obtaining the necessary authorizations, including any required license, may be time-consuming, and require expenditure of significant
corporate resources, is not guaranteed and may result in the delay or loss of sales opportunities or the ability to realize value from certain acquisitions.
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 provisioned or provided to U.S. sanctions targets in
violation of applicable regulations, our solutions could be provisioned to those targets or provided by our resellers despite such precautions. Any such sales could
have negative consequences, including government investigations, penalties and reputational harm. Changes in our solutions or changes in export and import
regulations may create delays in the introduction, sale and deployment of our solutions in international markets or prevent the export or import of our solutions to
certain countries, governments or persons altogether. 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. Import and export control regulations in the U.S. and other countries are subject to
change and uncertainty, including as a result of geopolitical developments, which may be amplified by considerations related to United States election cycles and
the effects of the COVID-19 pandemic.
Risks Related to Our Common Stock
The market price of our common stock is likely to be volatile and could subject us to litigation.
The trading prices of the securities of technology companies have historically been highly volatile. Accordingly, the market price of our common stock has
been and is likely to continue to be subject to wide fluctuations. Factors affecting the market price of our common stock include:
• variations in our operating results, earnings per share, cash flows from operating activities, unearned revenue, remaining performance obligation,
year-over-year growth rates for individual service offerings and other financial metrics and non-financial metrics, such as transaction usage
volumes and other usage metrics, and how those results compare to analyst expectations;
• variations in, and limitations of, the various financial and other metrics and modeling used by analysts in their research and reports about our
business;
• forward-looking guidance to industry and financial analysts related to, for example, future revenue, unearned revenue, remaining performance
obligation, cash flows from operating activities and earnings per share, the accuracy of which may be impacted by various factors, many of
which are beyond our control, including general economic and market conditions and unanticipated delays in the integration of acquired
companies as a result of regulatory review;
• our ability to meet or exceed forward-looking guidance we have given or to meet or exceed the expectations of investors, analysts or others; our
ability to give forward-looking guidance consistent with past practices; and changes to or withdrawal of previous guidance or long-range targets,
including due to uncertainty in connection with effects of the COVID-19 pandemic;
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changes in the estimates of our operating results or changes in recommendations by securities analysts that elect to follow our common stock;
announcements of technological innovations, new services or service enhancements, strategic alliances or significant agreements by us or by our
competitors;
announcements by us or by our competitors of mergers or other strategic acquisitions, or rumors of such transactions involving us or our
competitors;
announcements of customer additions and customer cancellations or delays in customer purchases;
the coverage of our common stock by the financial media, including television, radio and press reports and blogs;
recruitment or departure of key personnel;
disruptions in our service due to computer hardware, software, network or data center problems;
the economy as a whole, geopolitical conditions, including global trade and health concerns, market conditions in our industry and the industries
of our customers;
trading activity by a limited number of stockholders who together beneficially own a significant portion of our outstanding common stock;
the issuance of shares of common stock by us, whether in connection with an acquisition or a capital raising transaction;
issuance of debt or other convertible securities;
changes to our credit ratings; and
environmental, social, governance and other issues impacting the Company's reputation.

In addition, if the market for technology stocks or the greater securities market, including debt offerings, in general experiences uneven investor confidence,
the market price of our common stock could decline for reasons unrelated to our business, operating results or financial condition. The market price of our common
stock might also decline in reaction to events that affect other companies within, or outside, our industry even if these events do not directly affect us. Some
companies that have experienced volatility in the trading price of their stock have been the subject of securities class action litigation such as securities litigation
against Tableau that was brought before we acquired that company. Such litigation, whether against Salesforce or an acquired subsidiary, could result in substantial
costs and a diversion of management’s attention and resources and liability resulting from or the settlement of such litigation could result in material adverse
impacts to our operating cash flows or results of operations for a given period.
Provisions in our amended and restated certificate of incorporation and bylaws and Delaware law might discourage, delay or prevent a change of control
of our company or changes in our management and, therefore, depress the market price of our common stock.
Our amended and restated certificate of incorporation and bylaws contain provisions that could depress the market price of our common stock by acting to
discourage, delay or prevent a change in control of our company or changes in our management that the stockholders of our company may deem advantageous.
These provisions among other things:
• permit the board of directors to establish the number of directors;
• authorize the issuance of “blank check” preferred stock that our board could use to implement a stockholder rights plan (also known as a “poison
pill”);
• prohibit stockholder action by written consent, which requires all stockholder actions to be taken at a meeting of our stockholders;
• provide that the board of directors is expressly authorized to make, alter or repeal our bylaws; and
• establish advance notice requirements for nominations for election to our board or for proposing matters that can be acted upon by stockholders
at annual stockholder meetings.
In addition, Section 203 of the Delaware General Corporation Law may discourage, delay or prevent a change in control of our company. Section 203
imposes certain restrictions on merger, business combinations and other transactions between us and holders of 15 percent or more of our common stock.
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ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
In connection with the acquisition of MetaMind, Inc. in April 2016, the Company issued 12,012 shares of Company common stock on April 1, 2020. In
connection with the acquisition of Evergage, the Company issued 18,710 shares of Company common stock on February 3, 2020. In connection with the
acquisition of CMO Club, the Company issued 13,933 shares of Company common stock on March 2, 2020. These issuances were made in reliance on one or more
of the following exemptions or exclusions from the registration requirements of the Securities Act of 1933, as amended (the “Securities Act”): Section 4(a)(2) of
the Securities Act, Regulation D promulgated under the Securities Act, and Regulation S promulgated under the Securities Act.
ITEM 3. DEFAULTS UPON SENIOR SECURITIES
Not applicable.
ITEM 4. MINE SAFETY DISCLOSURES
Not applicable.
ITEM 5. OTHER INFORMATION
Not applicable.
ITEM 6. EXHIBITS
The documents listed in the Index to Exhibits of this quarterly report on Form 10-Q are incorporated by reference or are filed with this quarterly report on
Form 10-Q, in each case as indicated therein (numbered in accordance with Item 601 of Regulation S-K).
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Index to Exhibits
Exhibit
No.

3.1
3.2
10.1
10.2*
10.3*
31.1

31.2

32.1

101.INS

Exhibit Description

Provided
Herewith

Amended and Restated Certificate of Incorporation
of salesforce.com, inc.
Amended and Restated Bylaws of salesforce.com,
inc.
Evergage, Inc. 2010 Stock Plan
Transition Agreement, dated February 24, 2020,
between salesforce.com, inc. and Keith Block
Aircraft Time Sharing Agreement, dated March 17,
2020, between salesforce.com, inc. and Marc
Benioff
Certification of Chief Executive Officer, Marc
Benioff, pursuant to Exchange Act Rule 13a-14(a)
or 15(d)-14(a), as adopted pursuant to Section 302
of the Sarbanes-Oxley Act of 2002
Certification of Chief Financial Officer pursuant to
Exchange Act Rule 13a-14(a) or 15(d)-14(a), as
adopted pursuant to Section 302 of the SarbanesOxley Act of 2002
Certification of Chief Executive Officer and Chief
Financial Officer pursuant to 18 U.S.C. Section
1350, as adopted pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002
Inline XBRL Instance Document

101.SCH

Inline XBRL Taxonomy Extension Schema
Document

101.CAL

Inline XBRL Taxonomy Extension Calculation
Linkbase Document

101.DEF

Inline XBRL Extension Definition

101.LAB

Inline XBRL Taxonomy Extension Label Linkbase
Document

101.PRE

Inline XBRL Taxonomy Extension Presentation
Linkbase Document

104

The cover page from the Company's Quarterly
Report on Form 10-Q for the period ended April 30,
2020, formatted in Inline XBRL (included in
Exhibit 101).

X
X
X

X

X

* Indicates a management contract or compensatory plan or arrangement.
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SIGNATURES
Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

Dated: June 1, 2020
salesforce.com, inc.
By:

/s/ Mark J. Hawkins
Mark J. Hawkins
President and
Chief Financial Officer
(Principal Financial Officer)

Dated: June 1, 2020
salesforce.com, inc.
By:

/s/ Joe Allanson
Joe Allanson
Executive Vice President,
Chief Accounting Officer
and Corporate Controller
(Principal Accounting Officer)
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Attachment A (Services and Restrictions During the Transition Period) to this exhibit is omitted pursuant to Item 601(a)(5) of
Regulation S-K. We agree to furnish supplementally a copy of this attachment to the Securities and Exchange Commission upon
request.
February 24, 2020
Keith Block
c/o salesforce.com, inc.
Re: Transition Agreement
Dear Keith,
As we have discussed, your employment with salesforce.com, inc. (the “Company”) will terminate effective as of February 25, 2021
(the “Separation Date”) and the Company wishes to retain your service through the Separation Date (or such earlier date as provided
in Section III below) (the “Transition Period”).
I.

Services

You and the Company agree that you shall no longer serve in the role of Co-Chief Executive Officer after the date of this letter
agreement (the “Agreement”).
During the Transition Period and subject to details and limitations contained in Attachment A, you will continue to be employed by
the Company and will perform such duties as reasonably directed by the Chief Executive Officer and described in Attachment A (the
“Services”), which may include (without limitation) advice on customer relations and assisting with the transition of your duties.
You agree that you will not be employed by or provide services to any other person or entity during the Transition Period, except as
specifically permitted by this Agreement. For the avoidance of doubt, your resignation from the Company’s board of directors is
effective as of the date hereof.
You agree that you will be reasonably available to the Company during the Transition Period. You may (i) serve on the board of
directors or similar governing body of other business entities and (ii) engage in other outside activities; provided, however, that any
activities that create a possible conflict with the Company or are related in any way to the Company’s business must be approved in
writing by the Company’s Chief Legal Officer, which approval shall not be unreasonably withheld. Provided, further, that
employment or full-time services for compensation with any other person or entity during the Transition Period shall be prohibited
and the Transition Period shall automatically terminate upon your commencement of such employment or other full-time service.
During the Transition Period, you shall have the title of “Advisor to the Chief Executive
II.

Compensation during the Transition Period

February 24, 2020
Page 2 of 13

During the Transition Period, you shall continue to receive a base salary, in accordance with the Company’s payroll procedures (the
“Base Salary”). Your Base Salary shall be calculated as follows: (i) from the date hereof through May 31, 2020 (the “Initial
Advisory Period”), your Base Salary will be equal to your salary as in effect immediately prior to the date hereof and (ii) during the
remaining Transition Period, your Base Salary shall be paid at the rate of $54,080 per annum. You also will continue to vest in your
currently-outstanding equity awards of the Company during the Transition Period, subject to the terms of the applicable Company
equity plan and equity award agreements. For the avoidance of doubt, your provision of Services and agreed-upon continued
employment with the Company under this Agreement is sufficient to meet any and all employment, service provider or similar
criteria in such equity plan and award agreements. Any equity awards that have not vested as of the end of the Transition Period
shall be permanently forfeited. In all other respects, the exercise of your vested options and the other terms of your outstanding
equity awards shall continue to be governed by the terms and conditions of the applicable Company equity plan and equity award
agreements. During the Transition Period, you shall remain subject to the Company’s Insider Trading Policy, including provisions
that require certain persons to preclear transactions in Company securities and limit trading to open window periods, subject to
certain exceptions. As of February 25, 2020, you will no longer be considered a Section 16 officer, and your obligations regarding
your equity shall change accordingly (and the Company will provide you information regarding the implications of that status
change). Notwithstanding the foregoing, you confirm that you are not aware of any reason why you would not be able to sign/make
the FY20 10-K certifications as if you were Co-Chief Executive Officer.
During the Initial Advisory Period, you also will continue to be eligible to participate in the Company’s employee benefit plans to
the extent permitted by applicable plan terms and Company policy. Following the Initial Advisory Period, through the end of the
Transition Period you shall continue to be eligible to participate only in the Company’s health and welfare plans to the extent
permitted by applicable plan terms and Company policy. Following the end of the Transition Period, you will be eligible to elect
“COBRA” health continuation coverage. If you timely elect COBRA coverage and subject to your execution and non-revocation of
the Supplemental Release attached as Attachment B, the Company will pay 18 months of all applicable COBRA-related expenses,
including both the employer and employee portions of the premiums. Thereafter, you will be solely responsible for timely payment
of all remaining COBRA premiums for the duration of COBRA coverage (if any).
In addition, subject to your compliance with the terms hereof, you shall receive payment of (i) 100% of your fiscal year 2020
Gratitude Bonus in April 2020, calculated and payable in the normal course (the “FY 2020 Bonus”) and (ii) during each full month
of the Initial Advisory Period you shall receive a payment equal to 1/12th of your FY 2020 Bonus, payable in monthly installments
(the “Transition Bonus”).
The Company will also reimburse you for the reasonable cost of a laptop and cellular telephone.
III.

Early Termination of Transition Period

The Transition Period shall terminate prior to February 25, 2021 in the following circumstances:

February 24, 2020
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A.

Termination by the Company

The Company may terminate the Transition Period prior to February 25, 2021 only for Cause (and not, for the avoidance of doubt,
for any other reason), as defined below. In the event the Company terminates the Transition Period for Cause, your equity awards
shall stop vesting upon such termination and shall be forfeited to the extent unvested, and you shall only receive the accrued but
unpaid Base Salary through the date of termination. You will not receive a FY 2020 Bonus if not previously paid.
For purposes of this Agreement, “Cause” mean any one of the foregoing: (i) an act of dishonesty made by you in connection with
your responsibilities to the Company, (ii) your conviction of, or plea of nolo contendere to, a felony or any crime involving fraud,
embezzlement or any other act of moral turpitude, (iii) your gross misconduct, (iv) your unauthorized use or disclosure of any
proprietary information or trade secrets of the Company or any other party to whom you owe an obligation of nondisclosure as a
result of your relationship with the Company; (v) your willful breach of any obligations under any written agreement or covenant
with the Company; or (vi) your continued willful failure to perform your employment duties hereunder, provided, however, that in
the case of (iii), (v) and (vi) Cause will only be deemed to exist in the event that you have failed to cure (if curable) such misconduct,
breach or failure within fifteen (15) days following written notice by the Company.
B.

Termination by You

You may terminate the Transition Period for any reason prior to February 25, 2021 upon ten (10) days’ written notice. In addition,
the Transition Period shall automatically terminate upon your commencement of employment or other full-time service for
compensation with any other person or entity (and you shall notify the Company in writing promptly following accepting any such
employment or full-time service) unless you are otherwise authorized by the Company as provided in Section I to provide services to
any other person or entity during the Transition Period. Upon any such termination, your equity awards shall stop vesting, and you
shall only receive the accrued but unpaid Base Salary and Transition Bonus through the date of termination and the FY 2020 Bonus
(subject to the provisions of Section II). In the event of your death or disability, you or your heirs, as applicable, shall receive the
remaining Base Salary and Transition Bonus payable to you through the Separation Date and the FY 2020 Bonus (if unpaid) in April
2020.
IV.

Proprietary Rights Agreement

By signing this Agreement, you reaffirm and agree to observe, abide by and be bound by the terms of the Employee Inventions and
Proprietary Rights Assignment Agreement that you signed with the Company (the “Confidentiality Agreement”). This includes,
without limitation, the provisions therein regarding nondisclosure of the Company’s confidential and proprietary information and
non-solicitation of Company employees. You also agree that no later than promptly following your last day of employment
hereunder, you will make a reasonable and good faith effort to search for and return all documents and other items provided to you
by the Company, developed or obtained by you in connection with your service with the Company, or
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otherwise belonging to the Company. Notwithstanding any other provision herein or in any other agreement, you shall not be held
liable under this Agreement, any other agreement, or any federal or state trade secret law for making a confidential disclosure of a
Company trade secret or other confidential information to a government official or an attorney for the purpose of reporting or
investigating a suspected violation of law or regulation, or in a court filing under seal.
V.

Non-Disparagement

You agree to refrain from any disparagement, defamation, libel, or slander of the Company and all Section 16 officers of the
Company as of the date of this Agreement. The Company shall instruct all Section 16 officers of the Company to, refrain from any
disparagement, defamation, libel, or slander of you, in all cases. Nothing in this paragraph shall preclude any party from making
truthful statements that are reasonably necessary to comply with applicable law, regulation or legal process, or to defend or enforce
your or the Company’s rights under this Agreement or any other agreement between you and the Company.
VI.

Release

By signing this Agreement, you, on your own behalf and on behalf of your heirs, family members, executors, agents, and assigns,
hereby and forever release the Company and its current and former officers, directors, employees, agents, investors, attorneys,
shareholders, administrators, affiliates, benefit plans, plan administrators, insurers, trustees, divisions, and subsidiaries, and
predecessor and successor corporations and assigns (collectively, the “Releasees”) from, and agree not to sue concerning, or in any
manner to institute, prosecute, or pursue, any claim, complaint, charge, duty, obligation, demand, or cause of action relating to any
matters of any kind, whether presently known or unknown, suspected or unsuspected, that you may possess against any of the
Releasees arising from any omissions, acts, facts, or damages that have occurred up until and including the date of your signing of
this Agreement, including, without limitation:
a.
any and all claims relating to or arising from your employment relationship with the Company and the
termination of that relationship;
b.
any and all claims relating to, or arising from, your right to purchase, or actual purchase of shares of stock of
the Company, including, without limitation, any claims for fraud, misrepresentation, breach of fiduciary duty, breach of duty under
applicable state corporate law, and securities fraud under any state or federal law. For the avoidance of doubt, this does not affect
your right to continued vesting under Section II above;
c.
any and all claims for wrongful discharge of employment; termination in violation of public policy;
discrimination; harassment; retaliation; breach of contract, both express and implied; breach of covenant of good faith and fair
dealing, both express and implied; promissory estoppel; negligent or intentional infliction of emotional distress; fraud; negligent or
intentional misrepresentation; negligent or intentional interference with contract or prospective economic advantage; unfair business
practices; defamation; libel; slander;
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negligence; personal injury; assault; battery; invasion of privacy; false imprisonment; conversion; and disability benefits;
d.
any and all claims for violation of any federal, state, or municipal statute, including, but not limited to, Title
VII of the Civil Rights Act of 1964; the Civil Rights Act of 1991; the Rehabilitation Act of 1973; the Americans with Disabilities
Act of 1990; the Equal Pay Act; the Fair Labor Standards Act; the Fair Credit Reporting Act; the Employee Retirement Income
Security Act of 1974; the Worker Adjustment and Retraining Notification Act; the Family and Medical Leave Act; the SarbanesOxley Act of 2002; the Immigration Control and Reform Act; the California Family Rights Act; the California Labor Code; the
California Fair Employment and Housing Act; the Age Discrimination in Employment Act; and the Older Workers Benefit
Protection Act;
e.
f.
discrimination;

any and all claims for violation of the federal or any state constitution;
any and all claims arising out of any other laws and regulations relating to employment or employment

g.
any claim for any loss, cost, damage, or expense arising out of any dispute over the non-withholding or other
tax treatment of any of the proceeds received by you as a result of this Agreement; and
h.

any and all claims for attorneys’ fees and costs.

You agree that the release set forth in this section shall be and remain in effect in all respects as a complete general release as to the
matters released. Notwithstanding any other term in this Agreement, this release does not extend to any obligations or rights incurred
under this Agreement. Notwithstanding any other term in this Agreement, this release does not release claims or rights that cannot be
released as a matter of law, including, but not limited to, your right to file a charge with, participate in an investigation by, provide
information to, or otherwise assist the Equal Employment Opportunity Commission, or any other local, state, or federal
administrative body or government agency that is authorized to enforce or administer laws related to employment, against the
Company (with the understanding that any such filing or participation does not give you the right to recover any monetary damages
from the Company; your release of claims herein bars you from recovering such monetary relief from the Company).
Notwithstanding any other term in this Agreement, nothing herein shall constitute a release of your right to the broadest
indemnification possible under any indemnification agreement with the Company, including but not limited to your Indemnification
Agreement with the Company dated June 6, 2013, or any other applicable agreement, insurance policies, by-laws, or under
applicable law, including the California Labor Code. Notwithstanding any other term in this Agreement, this release does not release
claims or your right: to receive benefits required to be provided in accordance with applicable law, including without limitation,
continued health coverage under COBRA; in and to your Company equity including your RSUs, PRSUs, and options, including,
without limitation, your right to vest during the term of your employment, receive delivery of, exercise, hold and sell your Company
equity (subject to the terms of the documents and plans governing such equity); arising after the date you execute
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this Agreement. In addition, nothing herein shall waive your right to receive any whistleblower award.
You acknowledge that you have been advised to consult with legal counsel and are familiar with the provisions of California Civil
Code Section 1542, a statute that otherwise prohibits the release of unknown claims, which provides as follows:
A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS THAT THE CREDITOR OR RELEASING PARTY DOES
NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE TIME OF EXECUTING THE RELEASE AND
THAT, IF KNOWN BY HIM OR HER, WOULD HAVE MATERIALLY AFFECTED HIS OR HER SETTLEMENT
WITH THE DEBTOR OR RELEASED PARTY.
You, being aware of said code section, agree to expressly waive any rights you may have thereunder, as well as under any other
statute or common law principles of similar effect.
You further represent that you have no lawsuits, claims, or actions pending in your name, or made on your behalf by any other
person or entity, against the Company or any of the other Releasees.
You understand that this Agreement shall be null and void if not executed and returned to the Company on the date hereof or within
21 days thereafter. This Agreement will become effective on the eighth (8th) day after its execution (the “Effective Date”) by you,
provided that you have not revoked his acceptance by notifying Amy E. Weaver at salesforce.com, inc., 415 Mission Street, San
Francisco, CA 94105 or by email aweaver@salesforce.com in writing on or before the seventh (7th) day after its execution by you.
You acknowledge that you are waiving and releasing any rights you may have under the Age Discrimination in Employment Act of
1967 (“ADEA”) and the Older Workers Benefit Protection Act (“OWBPA”), and that this waiver and release is knowing and
voluntary. You agree that this waiver and release does not apply to any rights or claims that may arise under the ADEA and OWBPA
after the date of your execution of this Agreement. You acknowledge that the consideration given for this waiver and release is in
addition to anything of value to which you were already entitled. You further acknowledge that you have been advised by this
writing that: (a) you should consult with an attorney prior to executing this Agreement; (b) you have twenty-one (21) days within
which to consider this Agreement; (c) you have seven (7) days following his execution of this Agreement to revoke this Agreement;
(d) this Agreement shall not be effective until after the revocation period has expired; and (e) nothing in this Agreement prevents or
precludes you from challenging or seeking a determination in good faith of the validity of this waiver under the ADEA, nor does it
impose any condition precedent, penalties, or costs for doing so. In the event you sign this Agreement and return it to the Company
in less than the 21-day period identified above, you hereby acknowledge that you have freely and voluntarily chosen to waive the
time period allotted for considering this Agreement.
VII.

Breach
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You acknowledge and agree that any material breach of this Agreement, or of any provision of the Confidentiality Agreement, shall
entitle the Company immediately to cease providing the consideration provided to you under this Agreement and to obtain damages,
except as provided by law.
VIII. No Admission of Liability
You and the Company understand and acknowledge that this Agreement constitutes a compromise and settlement of any and all
actual or potential disputed claims by you and the Company. No action taken by the Company or you hereto, either previously or in
connection with this Agreement, shall be deemed or construed to be (a) an admission of the truth or falsity of any actual or potential
claims or (b) an acknowledgment or admission by the Company or you of any fault or liability whatsoever to you, the Company or to
any third party.
IX.

Costs

The parties shall each bear their own costs, attorneys’ fees, and other fees incurred in connection with the preparation of this
Agreement.
X.

ARBITRATION

THE PARTIES AGREE THAT ANY AND ALL DISPUTES ARISING OUT OF, RELATING TO, OR RESULTING FROM THE
TERMS OF THIS AGREEMENT, THEIR INTERPRETATION, AND ANY OF THE MATTERS HEREIN RELEASED, SHALL
BE SUBJECT TO ARBITRATION IN THE CITY AND COUNTY OF SAN FRANCISCO, BEFORE JUDICIAL ARBITRATION
& MEDIATION SERVICES (“JAMS”), PURSUANT TO ITS EMPLOYMENT ARBITRATION RULES & PROCEDURES
(“JAMS RULES”). THE ARBITRATOR MAY GRANT INJUNCTIONS AND OTHER RELIEF IN SUCH DISPUTES. THE
ARBITRATOR SHALL ADMINISTER AND CONDUCT ANY ARBITRATION IN ACCORDANCE WITH CALIFORNIA
LAW, INCLUDING THE CALIFORNIA CODE OF CIVIL PROCEDURE, AND THE ARBITRATOR SHALL APPLY
SUBSTANTIVE AND PROCEDURAL CALIFORNIA LAW TO ANY DISPUTE OR CLAIM, WITHOUT REFERENCE TO
ANY CONFLICT-OF-LAW PROVISIONS OF ANY JURISDICTION. TO THE EXTENT THAT THE JAMS RULES
CONFLICT WITH CALIFORNIA LAW, CALIFORNIA LAW SHALL TAKE PRECEDENCE. THE DECISION OF THE
ARBITRATOR SHALL BE FINAL, CONCLUSIVE, AND BINDING ON THE PARTIES TO THE ARBITRATION. THE
PARTIES AGREE THAT THE PREVAILING PARTY IN ANY ARBITRATION SHALL BE ENTITLED TO INJUNCTIVE
RELIEF IN ANY COURT OF COMPETENT JURISDICTION TO ENFORCE THE ARBITRATION AWARD. THE PARTIES
TO THE ARBITRATION SHALL EACH PAY AN EQUAL SHARE OF THE COSTS AND EXPENSES OF SUCH
ARBITRATION, AND EACH PARTY SHALL SEPARATELY PAY FOR ITS RESPECTIVE COUNSEL FEES AND
EXPENSES. THE PARTIES HEREBY AGREE TO WAIVE THEIR RIGHT TO HAVE ANY DISPUTE BETWEEN THEM
RESOLVED IN A COURT OF LAW BY A JUDGE OR JURY. NOTWITHSTANDING THE FOREGOING, THIS SECTION
WILL NOT PREVENT EITHER PARTY FROM SEEKING INJUNCTIVE RELIEF (OR ANY OTHER
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PROVISIONAL REMEDY) FROM ANY COURT HAVING JURISDICTION OVER THE PARTIES AND THE SUBJECT
MATTER OF THEIR DISPUTE RELATING TO THIS AGREEMENT AND THE AGREEMENTS INCORPORATED HEREIN
BY REFERENCE. SHOULD ANY PART OF THE ARBITRATION AGREEMENT CONTAINED IN THIS SECTION
CONFLICT WITH ANY OTHER ARBITRATION AGREEMENT BETWEEN THE PARTIES, THE PARTIES AGREE THAT
THIS ARBITRATION AGREEMENT SHALL GOVERN.
XI.

Authority

The Company represents and warrants that the undersigned has the authority to act on behalf of the Company and to bind the
Company and all who may claim through it to the terms and conditions of this Agreement. You represent and warrant that you have
the capacity to act on your own behalf and on behalf of all who might claim through you to bind you to the terms and conditions of
this Agreement. Each party warrants and represents that there are no liens or claims of lien or assignments in law or equity or
otherwise of or against any of the claims or causes of action released herein.
XII.

No Representations

You represent that you have had an opportunity to consult with an attorney, and have carefully read and understand the scope and
effect of the provisions of this Agreement. You have not relied upon any representations or statements made by the Company that
are not specifically set forth in this Agreement.
XIII. Status; Tax Withholdings
During the Transition Period, you will be considered an employee of the Company for purposes of applicable law and benefit plan
purposes. All payments pursuant to this Agreement are subject to all applicable tax withholdings.
XIV. Severability
In the event that any provision or any portion of any provision hereof or any surviving agreement made a part hereof becomes or is
declared by a court of competent jurisdiction or arbitrator to be illegal, unenforceable, or void, this Agreement shall continue in full
force and effect without said provision or portion of provision.
XV.

Entire Agreement

This Agreement and attachments represent the entire agreement and understanding between the Company and you concerning the
subject matter of this Agreement and your employment with and separation from the Company, and the events leading thereto and
associated therewith, and supersedes and replaces any and all prior agreements and understandings concerning the subject matter of
this Agreement and your relationship with the Company, with the exception of the agreements referenced in this Agreement,
including but not limited to your indemnification
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agreements referenced in Section VI, Confidentiality Agreement and any applicable Company equity plan or equity award
agreement. In addition, for the avoidance of doubt, you acknowledge that (i) you are not entitled to receive, and will not receive, any
severance benefits pursuant to the letter agreement between you and the Company dated May 2, 2013 and (ii) your obligations under
Sections V and VI of such letter agreement shall continue in effect in accordance with their terms.
XVI. No Oral Modifications
This Agreement may only be amended in a writing signed by you and the Company’s Chief Legal Officer.
XVII. Section 409A
It is intended that this Agreement comply with, or be exempt from, Internal Revenue Code Section 409A and the final regulations
and official guidance thereunder (“Section 409A”) and any ambiguities herein will be interpreted to so comply and/or be exempt
from Section 409A. Each payment and benefit to be paid or provided under this Agreement is intended to constitute a series of
separate payments for purposes of Section 1.409A-2(b)(2) of the Treasury Regulations. Payments under Section 2 of this Agreement
will be made no later than March 15 of the calendar year immediately following the year in which this Agreement is executed. The
Company and you will work together in good faith to consider either (i) amendments to this Agreement, or (ii) revisions to this
Agreement with respect to the payment of any awards, which are necessary or appropriate to avoid imposition of any additional tax
or income recognition prior to the actual payment to you under Section 409A.
XVIII.Governing Law
This Agreement shall be governed by the laws of the State of California, without regard to choice-of-law provisions. You consent to
personal and exclusive jurisdiction and venue in the State of California.
XIX. Counterparts
This Agreement may be executed in counterparts and by facsimile, and each counterpart and facsimile shall have the same force and
effect as an original and shall constitute an effective, binding agreement on the part of each of the undersigned.
XX.

Voluntary Execution of Agreement

You understand and agree that you executed this Agreement voluntarily, without any duress or undue influence on the part or behalf
of the Company or any third party, with the full intent of releasing all of your claims against the Company and any of the other
Releasees.
XXI. No Duty to Mitigate
You shall have no duty to mitigate any breach of this Agreement by the Company.
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IN WITNESS WHEREOF, the parties have executed this Agreement on the respective dates set forth below.
Keith Block, an individual
Dated: 2/24/2020

/s/ Keith Block
SALESFORCE.COM,INC.

Dated: 2/24/2020

By: /s/ Brent Hyder
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ATTACHMENT A

[Omitted]
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ATTACHMENT B
SUPPLEMENTAL RELEASE OF CLAIMS
This Supplemental Release of Claims (“Supplemental Release”) is made by and between Keith Block (“Employee”) and
salesforce.com, inc. (the “Company”) (collectively referred to as the “Parties” or individually referred to as a “Party”).
In consideration for the mutual promises and consideration provided both herein and in the Letter Agreement between the
Employee and the Company dated as of February 23, 2020 (the “Letter Agreement”), Employee hereby extends the waiver and
release of the Releasees in the Letter Agreement to any claims that may have arisen on or prior to the date of Employee’s signing of
this Supplemental Release.
The undersigned parties further acknowledge that the terms of the Letter Agreement shall apply to this Supplemental Release
and are incorporated herein.
Employee understands that this Supplemental Release shall be null and void if not executed and returned to the Company on
his date of termination of employment or within 21 days thereafter. This Supplemental Release will become effective on the eighth
(8th) day after its execution (the “Supplemental Release Effective Date”) by the Employee, provided that Employee has not revoked
his acceptance by notifying Amy E. Weaver at salesforce.com, inc., 50 Fremont Street, St. San Francisco, CA 94105 or by email
aweaver@salesforce.com in writing on or before the seventh (7th) day after its execution by him. Following the Supplemental
Release Effective Date, the Company will provide Employee the COBRA benefits described in, and subject to the terms of, Section
II of the Letter Agreement.
Employee acknowledges, in addition to extending the waiver and release of all of the claims set forth in the Letter
Agreement, he is again waiving and releasing any rights he may have under the Age Discrimination in Employment Act of 1967
(“ADEA”) and the Older Workers Benefit Protection Act (“OWBPA”), and that this waiver and release is knowing and voluntary.
Employee agrees that this waiver and release does not apply to any rights or claims that may arise under the ADEA and OWBPA
after the date of Employee’s execution of this Supplemental Release. Employee acknowledges that the consideration given for this
waiver and release is in addition to anything of value to which Employee was already entitled. Employee further acknowledges that
he has been advised by this writing that: (a) he should consult with an attorney prior to executing this Supplemental Release; (b) he
has twenty-one (21) days within which to consider this Supplemental Release; (c) he has seven (7) days following his execution of
this Supplemental Release to revoke this Supplemental Release; (d) this Supplemental Release shall not be effective until after the
revocation period has expired; and (e) nothing in this Supplemental Release prevents or precludes Employee from challenging or
seeking a determination in good faith of the validity of this waiver under the ADEA, nor does it impose any condition precedent,
penalties, or costs for doing so. In the event Employee signs this Agreement and returns it to the Company in less than the 21-day
period identified above, Employee hereby acknowledges that he has freely and voluntarily chosen to waive the time period allotted
for considering this Supplemental Release.
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IN WITNESS WHEREOF, the Parties have executed this Supplemental Release on the respective dates set forth below.
Keith Block, an individual
Dated: 2/24/2020

/s/ Keith Block
SALESFORCE.COM,INC.

Dated:

By:

Exhibit 10.3

AIRCRAFT TIME SHARING AGREEMENT
between
Marc R. Benioff
an Individual
and
Salesforce.com, inc.
a Delaware corporation
dated
March 17, 2020

Instructions to Comply with Truth-in-Leasing Requirements
1. Mail a copy of the lease to the following address via certified mail, return receipt requested, immediately upon execution of the lease (14 C.F.R. 91.23
requires that the copy be sent within twenty-four hours after it is signed):
Federal Aviation Administration
Aircraft Registration Branch
ATTN: Technical Section
P.O. Box 25724
Oklahoma City, Oklahoma 73125
2. Telephone the nearest Flight Standards District Office at least forty-eight hours prior to the first flight under this lease. (Please see attached script)
3. Carry a copy of the lease in the aircraft at all times
4. For questions regarding this lease, please contact Nathan R. Pietila, Esq. c/o Aero Law Group PC at (425) 456-1800.

AIRCRAFT TIME SHARING AGREEMENT
This Aircraft Time Sharing Agreement (the “Agreement”) is dated as of March 17, 2020, by and between Mark R.
Benioff, an individual (“Operator”), and Salesforce.com, Inc., a Delaware corporation (“Lessee”).
Recitals
Whereas, Operator leases that certain Gulfstream GVI (G650ER) aircraft, U.S. registration number N650HA and bearing
manufacturer’s serial number 6413, including its attached engines and all other appliances, avionics, parts, additions, accessories,
instruments, components and other items of equipment now installed thereon, and all flight manuals, log books and records required
by the Federal Aviation Administration, relating to said aircraft, engines and components (collectively, the “Aircraft”);
Whereas, Lessee is the employer of Operator;
Whereas, Lessee desires to use the Aircraft from time to time; and
Whereas, Operator is willing to make the Aircraft available to Lessee but only in accordance with and subject to the terms
and conditions of (a) this Agreement and (b) the Federal Aviation Regulations (“FAR”) including, without limitation, Subpart F,
entitled “Large and Turbine-Powered Multi-Engine Airplanes” and specifically Sections 91.501(b)(6), (c)(1) and (d) relating to
“time sharing agreements” (the “Applicable FAR”).
Now, Therefore, in consideration of the mutual covenants and agreements set forth herein, and for other good and valuable
consideration, the sufficiency of which is hereby acknowledged, the parties hereto agree as follows:
AGREEMENT
1.
LEASE OF AIRCRAFT. Operator hereby agrees to lease the Aircraft to Lessee and Lessee hereby agrees to lease the
Aircraft from Operator from time to time, subject to the Applicable FAR and the terms and conditions set forth herein. Each flight
made under this Agreement shall be referred to herein as a “Time Sharing Flight”.
2.

TERM OF AGREEMENT

1.
The initial term of this Agreement shall commence on the date of this Agreement and shall continue in full force and
effect for one (1) year unless earlier terminated pursuant to Section 14 hereof.
2.
Unless earlier terminated pursuant to Section 14 hereof, the initial one (1) year term of this Agreement shall be
automatically renewed at the end of such initial term for successive one (1) year terms thereafter.
3.

LEASE PAYMENTS
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3.1
Lessee shall pay to Operator an amount equal to but not to exceed all Time Sharing Costs (as set forth on Schedule A
hereto) for each Time Sharing Flight. Notwithstanding any such requirement, Lessee shall not be required to pay any amounts that
are not allowed to be paid by Lessee to Operator under the Applicable FAR. Should for any reason whatsoever Operator receive
from Lessee any amounts under this Agreement not otherwise allowed under the Applicable FAR, Operator shall immediately
refund to Lessee such disallowed amounts.
3.2
Lessee hereby agrees to pay such Time Sharing Costs to Operator within sixty (60) days after receipt of Operator’s
written invoice therefor, which shall include supporting invoices and receipts relating to the Time Sharing Costs as reflected in
Operator’s invoices.
4.

TAXES

4.1
Lessee shall be liable for and shall pay upon receipt of an invoice therefor, any sales, use or excise taxes imposed or
otherwise assessed for each Time Sharing Flight. Notwithstanding the above, nothing contained herein shall be construed to require
Lessee to pay or reimburse Operator for any franchise, sales, use, personal property, business property or any other taxes,
governmental charges or assessments imposed on the Aircraft or the Operator based on its ownership or possession of the Aircraft or
any tax computed on the basis of Operator’s income, generally, and/or ownership of its assets, including the Aircraft.
4.2
If any taxing authority requires that a tax required to be paid by Lessee hereunder be collected and/or paid to the
taxing authority directly by Operator, Lessee shall, within thirty (30) days of its receipt of a written invoice from Operator, pay to
Operator the amount of such tax, unless such tax is being contested pursuant to Section 4.3 hereof. In all events, Operator shall
collect the federal excise tax imposed under Internal Revenue Code Section 4261 (the “Commercial Transportation Tax”) on all
amounts paid hereunder (except for separately stated and billed ground transportation or other items not taxable).
4.3
Lessee shall have the right to contest the validity or amount of any tax required to be paid by Lessee hereunder by
legal proceedings promptly instituted and diligently conducted.
5.

SCHEDULING AND CANCELLATIONS

5.1
Lessee may from time to time request the use of the Aircraft for a Time Sharing Flight by contacting Operator’s
“Scheduler” (as identified from time to time to Lessee by Operator, the “Scheduler”). The Scheduler shall advise Lessee as to
whether or not the Aircraft is available for Lessee’s use and schedule the Aircraft accordingly. Such determination of availability and
scheduling shall be made by Scheduler, on behalf of the Operator, in the Scheduler’s sole and absolute discretion.
5.2
The Scheduler, on behalf of the Operator, shall arrange for flight crew, landing permits, clearances, and ground
handling for all destinations and coordinate the aircraft’s movements to support the Lessee’s travel schedule. If seasonably requested
by Lessee, the Scheduler, on behalf of the Lessee, can arrange ground transportation, catering and hotel
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accommodations. Otherwise, details of each Time Sharing Flight shall be arranged to the mutual agreement of Lessee and Operator.
5.3
Lessee shall notify the Scheduler of any desired cancellation of a Time Sharing Flight. Cancellation charges to be
paid by Lessee shall be limited to Time Sharing Costs incurred by Operator as of the time of such notification, including the return
of the Aircraft to its home base (as set forth in Section 26, below). Operator shall cause Scheduler to notify Lessee of any desired or
required cancellation by Operator. Operator shall not be liable to Lessee for any damages or losses of Lessee, or any other party,
incurred in connection with the cancellation by Operator of any Time Sharing Flight.
6.
MAINTENANCE RESPONSIBILITY. Operator, at its own cost and expense, shall be responsible for all service, repair,
inspection, maintenance and overhaul to be done to the Aircraft during the term of this Agreement. Such service, repair and
maintenance shall take precedence over scheduling of the Aircraft for Time Sharing Flights, unless such can be safely deferred in
accordance with applicable laws and regulations, as determined in Operator’s sole discretion, subject to the final authority of the
Pilot-In-Command to not initiate or to terminate a Time Sharing Flight. Operator shall maintain all records, logs and other materials
required by the United States Department of Transportation or the FAA with respect to the maintenance of the Aircraft.
7.
OPERATIONAL CONTROL. Operator shall have complete and absolute operational control of the aircraft. “Operational
Control” as defined in 14 C.F.R. Paragraph 1.1 and for the purpose of this Agreement, with respect to a flight, means the exercise of
authority over initiating, conducting or terminating a flight, which shall include, without limitation, providing the flight crew,
selecting the Pilot-In-Command and all other physical and technical operations of the Aircraft. The Pilot-In-Command shall
determine the routing, approve the payload, and otherwise decide all matters relating to the safety of each flight.
8.

LEGAL TITLE TO THE AIRCRAFT. Legal title to the Aircraft shall remain with the legal owner at all times.

9.
REPRESENTATIONS AND WARRANTIES OF OPERATOR. Operator hereby represents and warrants to Lessee as
follows:
9.1
Operator has the absolute and unrestricted right, power and authority to enter into and perform its obligations under
this Agreement, and the execution and delivery of the Agreement by Operator have been duly authorized by all necessary action on
the part of Operator. The Agreement constitutes a legal, valid and binding obligation of Operator, enforceable in accordance with its
terms.
9.2

Operator is an individual authorized to own or lease its properties and to carry on its business as presently conducted.

9.3

Operator is a “citizen of the United States” as defined in Section 40102(a)(15) of Title 49, United States Code.
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9.4

Operator is eligible for the benefits of the Applicable FAR.

9.5
NEITHER OPERATOR NOR OWNER MAKE ANY WARRANTY OR REPRESENTATION, EXPRESS OR
IMPLIED, AS TO THE DESIGN, OPERATION, OR CONDITION OF, OR AS TO THE QUALITY OF THE AIRCRAFT. IN
ADDITION, OPERATOR MAKES NO WARRANTY OF MERCHANTABILITY OF FITNESS OF SUCH AIRCRAFT FOR
ANY PARTICULAR PURPOSE OR ANY OTHER WARRANTY OR REPRESENTATION WHATSOEVER.
10.
REPRESENTATIONS AND WARRANTIES OF LESSEE. Lessee hereby represents and warrants to Operator as
follows:
10.1 Lessee has the absolute and unrestricted right, power and authority to enter into and perform its obligations under this
Agreement, and the execution and delivery of the Agreement by Lessee have been duly authorized by all necessary action on the part
of Lessee. The Agreement constitutes a legal, valid and binding obligation of Lessee, enforceable in accordance with its terms.
10.2 Lessee is a corporation duly organized, existing and in good standing under the laws of the State of Delaware and has
all necessary power and authority under applicable corporate law and its organizational documents individual.
11.
AIRCRAFT USE BY LESSEE. It is understood and agreed by Lessee that Lessee’s use of the Aircraft for each Time
Sharing Flight shall be for Lessee’s own account and that Lessee is prohibited from providing transportation of passengers or cargo
for compensation or hire under the FAR.
12.
INSURANCE. Operator will maintain, or cause to be maintained and in effect, at all times during the term of this
Agreement, with insurers of recognized responsibility, aircraft hull and liability insurance with respect to the Aircraft in such amount
and type usually carried by companies similarly situated with Operator, acting as an owner-operator, and owning and operating
similar aircraft, and covering such other risks as are customarily insured against by such companies. Operator shall cause Lessee to
be named as an additional insured on the aircraft liability insurance policy, and shall provide a certificate of insurance to Lessee
confirming the same prior to commencement of Lessee’s first flight under this Agreement.
13.
LIMITATION OF LIABILITY. Each party to this Agreement agrees to indemnify and hold harmless the other party and
its respective officers, directors, partners, employees, shareholders, and affiliates from any claim, damage, loss, or reasonable
expense, including reasonable attorney’s fees resulting from the bodily injury or property damage caused by an occurrence and
arising out of the ownership, maintenance, or use of the Aircraft which results from the gross negligence or willful misconduct of
such party, provided that neither party shall be liable for any such loss to the extent:
13.1

Such loss is covered by the insurance policies described in Section 12, above;
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13.2

Such loss is covered by such policies but the amount of such loss exceeds the policy limits; or

13.3 Such loss consists of expenses incurred in connection with any loss covered, in whole or in part, by such policies but
such expenses are not payable under such policies.
EACH PARTY AGREES THAT (A) THE PROCEEDS OF INSURANCE TO WHICH IT IS ENTITLED, (B) ITS
RIGHTS TO INDEMNIFICATION FROM THE OTHER PARTY UNDER THIS SECTION 13, AND (C) ITS RIGHT TO
DIRECT DAMAGES ARISING IN CONTRACT FROM A MATERIAL BREACH OF THE OTHER PARTY’S OBLIGATIONS
UNDER THIS AGREEMENT ARE THE SOLE REMEDIES FOR ANY DAMAGE, LOSS, OR EXPENSE ARISING OUT OF
THIS AGREEMENT OR THE SERVICES PROVIDED HEREUNDER OR CONTEMPLATED HEREBY. EXCEPT AS SET
FORTH IN THIS SECTION 13 EACH PARTY WAIVES ANY RIGHT TO RECOVER ANY DAMAGE, LOSS, OR EXPENSE
ARISING OUT OF THIS AGREEMENT OR THE SERVICES PROVIDED HEREUNDER OR CONTEMPLATED HEREBY. IN
NO EVENT SHALL EITHER PARTY BE LIABLE FOR OR HAVE ANY DUTY FOR INDEMNIFICATION OR
CONTRIBUTION TO THE OTHER PARTY FOR ANY CLAIMED INDIRECT, SPECIAL, CONSEQUENTIAL, OR PUNITIVE
DAMAGES, OR FOR ANY DAMAGES CONSISTING OF DAMAGES FOR LOSS OF USE OR DEPRECIATION OF VALUE
OF THE AIRCRAFT, LOSS OF PROFIT OR INSURANCE DEDUCTIBLE.
The provisions of this Section 13 shall survive the termination or expiration of this Agreement.
14.
TERMINATION. Either party may terminate this Agreement at any time upon ten (10) business days prior written notice
to the other party.
15.
ASSIGNMENT. Neither party shall assign this Agreement or any rights hereunder at any time without the other party’s
prior written consent.
16.
AMENDMENTS AND WAIVERS. No term or provision of this Agreement may be amended, modified, waived,
discharged or terminated orally, but only by a written instrument signed by the party against which enforcement of such amendment,
modification, waiver, discharge or termination is sought. No delay or failure by either party to exercise any right under this
Agreement shall constitute a waiver of that or any other right hereunder and any waiver of the terms hereof shall be effective only in
the specific instance and for the specific purpose given.
17.
NOTICES. Unless otherwise expressly provided by law or herein, all notices, instructions, demands and other
communications hereunder shall be in writing and shall be delivered personally or sent by registered or certified mail, postage
prepaid and return receipt requested, or sent by facsimile or other electronic transmission (the receipt of which shall be confirmed by
the parties, either by a confirming copy sent by air mail, postage prepaid, or some other manner which confirms receipt of the
facsimile or electronic transmission) and the date of personal delivery of facsimile or electronic transmission or seven (7) business
days after the
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date of mailing (other than in the case of the mailing of a confirming copy of a facsimile transmission), as the case may be, shall be
the date of such notice, in each case to the address of such party set forth on the signature page hereto (or at such other address
and/or facsimile number as a party shall have furnished to the other in writing).
18.
ENTIRE AGREEMENT. This Agreement is the entire Agreement between the parties. No agreements, representations, or
warranties other than those specifically set forth herein shall be binding on either party unless in writing signed by both parties.
19.
GOVERNING LAW. This Agreement shall be construed in accordance with, and governed by, the laws of the State of
California without regard to conflicts of law principles.
20.
HEIRS AND SUCCESSORS. This Agreement and each of its provisions shall be binding on and shall inure to the benefit
of the respective heirs, devisees, legatees, executors, administrators, trustees, successors and assigns of the parties to this Agreement.
Nothing contained in this Section 20 shall be construed as consent by such party to any assignment of this Agreement or any interest
therein by the other party.
21.
FURTHER ASSURANCES. Each party shall execute and deliver to the other such further documents and take such further
action as may be necessary to effectuate the intent and purpose of this Agreement.
22.
CAPTIONS. The captions used in this Agreement are solely for convenience of reference and do not form part of the
Agreement.
23.
No Third-Party Beneficiary. No person, other than the parties expressly named herein, is intended to be a beneficiary of
any provisions of this Agreement.
24.
Severability. If any term or provision of this Agreement or the application thereof to any person or circumstances shall, to
any extent, be prohibited or unenforceable, the remainder of this Agreement, or the application of such term or provision to persons
or circumstances other than those as to which it is held prohibited or unenforceable, shall not be affected thereby, and each term and
provision of this Agreement shall be valid and be enforced to the fullest extent permitted by law.
25.
Counterparts. This Agreement may be executed in any number of counterparts, each of which when so executed shall be
deemed to be an original, and such counterparts together shall constitute and be one and the same instrument.
26.

Home Base of Aircraft. The Aircraft is based at San Francisco International Airport, San Francisco, California (KSFO).

27.
Legal Advice. Lessee acknowledges that Operator is represented by Aero Law Group PC (“ALG”) and that ALG does not
represent Lessee in the transaction contemplated by this Agreement. Lessee is advised to seek independent legal representation to
obtain advice and representation of his legal interests before entering this Agreement.
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[Remainder of Page Intentionally Left Blank]
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28.

TRUTH IN LEASING

28.1 OPERATOR HAS REVIEWED THE AIRCRAFT’S MAINTENANCE RECORDS AND OPERATING
LOGS AND HAS FOUND THAT, DURING THE TWELVE MONTHS PRECEDING THE DATE OF THIS
AGREEMENT, THE AIRCRAFT HAS BEEN MAINTAINED AND INSPECTED UNDER PART 91 OF THE FEDERAL
AVIATION REGULATIONS. OPERATOR CERTIFIES THAT THE AIRCRAFT WILL BE MAINTAINED AND
INSPECTED UNDER FAR PART 91 FOR OPERATIONS TO BE CONDUCTED UNDER THIS AGREEMENT.
28.2 OPERATOR AND LESSEE CERTIFY THAT OPERATOR AND NOT LESSEE IS RESPONSIBLE FOR
OPERATIONAL CONTROL OF THE AIRCRAFT UNDER THIS AGREEMENT DURING THE AGREEMENT TERM.
OPERATOR FURTHER CERTIFIES THAT OPERATOR UNDERSTANDS ITS RESPONSIBILITY FOR
COMPLIANCE WITH APPLICABLE FEDERAL AVIATION REGULATIONS.
28.3 OPERATOR AND LESSEE UNDERSTAND THAT AN EXPLANATION OF FACTORS BEARING ON
OPERATIONAL CONTROL AND THE PERTINENT FEDERAL AVIATION REGULATIONS CAN BE OBTAINED
FROM THE NEAREST FAA FLIGHT STANDARDS DISTRICT OFFICE.
28.4 OPERATOR AND LESSEE CERTIFY AND AGREE THAT A TRUE COPY OF THIS AGREEMENT
SHALL BE CARRIED ON THE AIRCRAFT AT ALL TIMES DURING ANY TIME SHARING FLIGHT, AND SHALL
BE MADE AVAILABLE FOR INSPECTION UPON REQUEST BY AN APPROPRIATELY CONSTITUTED
IDENTIFIED REPRESENTATIVE OF THE FEDERAL AVIATION ADMINISTRATION.
In Witness Whereof, the parties have executed this Agreement as of the day and year first above written.
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OPERATOR:
Marc R. Benioff
an individual

LESSEE:
Salesforce.com, inc.
a Delaware corporation

/s/ Marc Benioff

By: /s/ Mark J Hawkins

Operator Address:
PO Box 649
Orinda, CA 94563
Attn: Lance Geertsen
lance@alohaorinda.com

Name: Mark J. Hawkins

Lessee Address:
Salesforce Legal
50 Fremont St, Suite 300
San Francisco, CA 94105
corporatesecretary@salesforce.com

By: /s/ Craig Cuffie

Title: President & Chief Financial Officer

Name: Craig Cuffie
Title: SVP & Chief Procurement Officer
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Schedule A
TIME SHARING COSTS
(Actual Costs)
1. Fuel, oil, lubricants and other additives
2. Travel expenses of the crew, including food, lodging and ground transportation
3. Hangar and tie-down costs away from the aircraft’s base of operation
4. Insurance obtained for the specific flight.
5. Landing fees, airport taxes and similar assessments.
6. Customs, foreign permit, and similar fees directly related to the fight.
7. In flight food and beverages.
8. Passenger ground transportation.
9. Flight planning and weather contract services.
10. An additional “time sharing charge” not to exceed the amount set forth in 1, above.
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Time Sharing Agreement
FSDO Script
Pursuant to 14 C.F.R. 91.23 (FAR 91.23) -- Truth-In-Leasing – Section 91.23(c)(3) -- No person may operate a large civil aircraft of
U.S. registry that is subject to any lease that is subject to 91.23 (including a Time Sharing Agreement) unless the lessee or registered
owner notifies by telephone or in person the FAA flight Standards district office nearest the airport where the flight will originate at
least forty-eight (48) hours before takeoff, in the case of the first flight of that aircraft under the lease, of the following information:
Marc R. Benioff (Operator) and Salesforce.com, Inc. (Lessee), have entered into a Time Sharing Agreement dated as of March 17,
2020 (Time Sharing Agreement) relating to following Aircraft:
Manufacturer: Gulfstream
Make and Model: GVI (G650ER)
Serial No.: 6413
FAA Registration No.: N650HA
The first flight of the Aircraft pursuant to the Time Sharing Agreement is scheduled to occur from _______________________, at
approximately_______.
Pursuant to Section 91.23(c) 1 and 2, a copy of the Time Sharing Agreement has been mailed to the following address within
twenty-four hours after it was signed:
Federal Aviation Administration
Aircraft Registration Branch
ATTN: Technical Section
P.O. Box 25724
Oklahoma City, Oklahoma 73125
A copy of the Time Sharing Agreement will be carried aboard the Aircraft at all times while such is in effect.
Please contact me should you have any questions with respect to the above.
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Exhibit 31.1
CERTIFICATION
I, Marc Benioff, certify that:
1. I have reviewed this report on Form 10-Q of salesforce.com, inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;
4. The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange Act
Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant
and have:
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;
c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and
5. The registrant's other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
June 1, 2020

/s/ Marc Benioff
Marc Benioff
Chair of the Board of Directors and
Chief Executive Officer
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION
I, Mark J. Hawkins, certify that:
1.

I have reviewed this report on Form 10-Q of salesforce.com, inc.;

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officers and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the
registrant and have:
a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to ensure
that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;
b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our supervision,
to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposes
in accordance with generally accepted accounting principles;
c) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the effectiveness of
the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
d) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent fiscal
quarter that has materially affected, or is reasonably likely to materially affect, the registrant's internal control over financial reporting; and

5. The registrant's other certifying officers and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the registrant's
auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably likely
to adversely affect the registrant's ability to record, process, summarize and report financial information; and
b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control over
financial reporting.
June 1, 2020

/s/ Mark J. Hawkins
Mark J. Hawkins
President and Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION OF CO-CHIEF EXECUTIVE OFFICERS AND CHIEF FINANCIAL OFFICER
PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
Based on my knowledge, I, Marc Benioff, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that
the Quarterly Report of salesforce.com, inc. on Form 10-Q for the period ended April 30, 2020 fully complies with the requirements of Section 13(a) or 15(d) of
the Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and results
of operations of salesforce.com, inc.
June 1, 2020

/s/ Marc Benioff
Marc Benioff
Chair of the Board of Directors and
Chief Executive Officer
(Principal Executive Officer)

Based on my knowledge, I, Mark J. Hawkins, certify, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002,
that the Quarterly Report of salesforce.com, inc. on Form 10-Q for the period ended April 30, 2020 fully complies with the requirements of Section 13(a) or 15(d)
of the Securities Exchange Act of 1934 and that information contained in such Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of salesforce.com, inc.
June 1, 2020

/s/ Mark J. Hawkins
Mark J. Hawkins
President and Chief Financial Officer
(Principal Financial Officer)

