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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Quarterly Period Ended June 30, 2010
OR
O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the Transition Period From to
Commission File Number 000-26299

ARIBA, INC.

(Exact name of registrant as specified in its chaetr)

Delaware 77-0439730
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

807 11th Avenue
Sunnyvale, California 94089

(Address of principal executive offices)

(650) 390-1000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant ¢ filed all reports required to be filed by Seeti or 15(d) of the Securities
Exchange Act of 1934 during the preceding 12 mofah$or such shorter period that the registrans wemjuired to file such reports), and
(2) has been subject to such filing requirementsHe past 90 days. Ye&l No [

Indicate by check mark whether the Registrant basnétted electronically and posted on its corpokiieb site, if any, every Interactive
Data File required to be submitted and posted puntsio Rule 405 of Regulation S-T (8232.405 of thiapter) during the preceding 12
months (or for such shorter period that the regigtwas required to submit and post such file¥)es No O

Indicate by check mark whether the registrantlearge accelerated filer, an accelerated filer, maccelerated filer or a smaller report
company (as defined in Rule 12b-2 of the Exchangg. A

Large accelerated filex] Accelerated filer(d
Non-accelerated filer[d Smaller reporting compani
Indicate by check mark whether registrant is alstwghpany (as defined in Rule 12b-2 of the Exchafg®. Yes O No
The number of shares outstanding of the regissamtmmon stock as of June 30, 2010 was 90,400,000.
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PART I: FINANCIAL INFORMATION
Iltem 1. Financial Statements
ARIBA, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands)

ASSETS

Current asset:

Cash and cash equivalel

Shor-term investment

Restricted cas

Accounts receivable, less allowances of $2,531%0691, respectivel

Prepaid expenses and other current a:

Total current asse

Property and equipment, r
Long-term investment
Restricted cash, less current port
Goodwill
Other intangible assets, r
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued compensation and related liabilil
Accrued liabilities
Restructuring obligation
Deferred revenu
Total current liabilities
Deferred rent obligation
Restructuring obligations, less current pori
Deferred revenue, less current port
Other lon¢-term liabilities
Total liabilities
Stockholder' equity:
Common stocl
Additional paic-in capital
Accumulated other comprehensive |
Accumulated defici
Total stockholder equity
Total liabilities and stockholde’ equity

June 30,
2010
(unaudited)

$ 167,72
18,92:

104

19,89¢
8,651
215,30
16,42
23,35!
29,13
406,50
14,17¢
3,58z

$ 708,48

$ 10,47
26,33
15,59(
17,14¢

107,50«
177,04¢
10,46
27,66«
7,07¢
6,704
228,95¢

181
5,222,221
(3,114
(4,739,75))
479 53:

$ 708,48

See accompanying Notes to Condensed Consolidatedéial Statements.

3

September 30
2009

$ 130,88:
12,16¢

19,66(
11,23¢
173,94
14,41¢
23,15¢
29,24
406,50
17,66(
3,24¢

$ 668,17:

$ 7,75¢
29,01(
17,01(
17,96«
101,17:
172,91
14,53¢
31,09¢
9,28¢
6,281
234,12

17¢
5,189,56!
(3,685
(4,752,001
434,05:

$ 668,17



ARIBA, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(unaudited; in thousands, except per share data)

Three Months Ended

Nine Months Ended

June 30, June 30,
2010 2009 2010 2009
Revenues
Subscription and maintenan $60,76¢ $55,41: $177,89° $164,34¢
Services and othe 32,48 28,46! 88,15! 90,30¢
Total revenue 93,24¢ 83,87 266,05( 254,65:
Cost of revenues
Subscription and maintenan 13,04t 12,15¢ 38,35¢ 35,63¢
Services and othe 21,70( 18,55: 61,11¢ 56,87:
Amortization of acquired technology and customéarigible asset 1,02t 1,38¢ 3,371 4,16:
Total cost of revenue 35,77( 32,097 102,85: 96,67«
Gross profit 57,47¢ 51,77% 163,19¢ 157,98
Operating expense
Sales and marketir 31,33} 25,51t 88,28( 79,01¢
Research and developmt 11,62: 10,781 34,11: 32,14
General and administratiy 9,36¢ 9,301 25,82: 33,11¢
Litigation benefit — — (7,000 —
Insurance reimburseme — — — (7,527
Amortization of other intangible ass¢ — 21C 104 63C
Restructuring cosl — 1,43¢ 8,57¢ 10,831
Total operating expens 52,32¢ 47,25 149,89 148,21
Income from operatior 5,151 4,52¢ 13,30: 9,76:
Interest and other (expense) income, (454) (26E) (59) (6,020)
Net income before income tax 4,697 4,261 13,24: 3,74:
Provision for income taxe 42% 367 99: 1,15¢
Net income $ 4,274 $ 3,89¢ $ 12,25( $ 2,58t
Net income per sha—basic and dilute $ 0.0¢ $ 0.0t $ 0.1/ $ 0.0¢

See accompanying Notes to Condensed Consolidated ¢tal Statements.
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ARIBA, INC. AND SUBSIDIARIES

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(unaudited; in thousands)

Operating activities:
Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:
Provision for doubtful accoun
Depreciatior
Amortization of intangible asse
Stocl-based compensatic
Restructuring cost
Other-thar-temporary impairment of lol-term investment
Impairment of property and equipme
Changes in operating assets and liabilit
Accounts receivabl
Prepaid expenses and other as
Accounts payabl
Accrued compensation and related liabilil
Accrued liabilities
Deferred revenu
Restructuring obligation
Net cash provided by operating activit
Investing activities:
Purchases of property and equipm
Purchases of lor-term investments, n
Allocation from restricted cash, n
Net cash used in investing activit|
Financing activities:
Proceeds from issuance of common sl
Repurchase of common sta

Net cash used in financing activiti
Effect of foreign exchange rate changes on castcasid equivalent

Net change in cash and cash equival
Cash and cash equivalents at beginning of p¢

Cash and cash equivalents at end of pe

See accompanying Notes to Condensed Consolidateddial Statements.
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Nine Months Ended

June 30,

2010 2009
$ 12,25( $ 2,58t
57¢ 1,38:
5,857 577
3,481 4,79:
36,27 25,26:
8,57¢ 10,83
49¢ 1,41¢
— 4,277
(815) 4,98¢
2,11¢ (3,725
2,80( (4,689
(3,409 (879
(5,247) (1,659
4,052 14,56¢
(12,829 (17,797
54,18¢ 47,16(
(7,869 (4,755
(5,94¢) (17,280
— 40C
(13,815 (21,635
2,24¢ 2,35¢
(5,862 (2,389
(3,616) (35)
89 (10€)
36,84 25,38:
130,88: 86,80
$167,72¢ $112,18t




ARIBA, INC. AND SUBSIDIARIES

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(unaudited)

Note 1—Description of Business and Summary of Siditant Accounting Policies
Description of Business

Ariba, Inc., along with its subsidiaries (collegtly referred to herein as the “Companys)the leading provider of collaborative busir
commerce solutions. Ariba combines industry-leadiofjware as a service (“SaaS”) technology to opgnthe complete commerce lifecycle
with the world’s largest web-based community tadiser, connect and collaborate with a global nekvaditrading partners and expert
capabilities to augment internal resources andsskielivering everything needed to control costsimize risk, improve profits and enhance
cash flow and operations, all in the Arib&@ommerce Cloud. Over 300,000 companies, includingerthan 80 percent of the Fortune 500,
Ariba’s solutions to drive more efficient inter-enprise commerce. The Company was incorporatecelavizare in September 1996.

Basis of Presentation

The unaudited condensed consolidated financiasiants of the Company reflect all adjustmentsofalvhich are normal and recurring
in nature) that, in the opinion of management,r@eessary for a fair presentation of the interimiqois presented. The results of operations
for the interim periods presented are not necdgsadicative of the results to be expected for anppsequent quarter or for the entire year
ending September 30, 2010. Certain informationrastd disclosures normally included in annual finahstatements prepared in accordance
with accounting principles generally accepted i thmited States of America have been condensenhittedl under the rules and regulations
of the Securities and Exchange Commission (“SETigse unaudited condensed consolidated finaneiraents should be read in
conjunction with the Company’s audited consoliddtaedncial statements and notes thereto, togetitbrmanagement’s discussion and
analysis of financial condition and results of @iems, presented in the Company’s Annual Repofarm 10-K for the year ended
September 30, 2009 (“Form 10-K”) filed on NovemB&r 2009 with the SEC. There have been no sigmifichanges in new accounting
pronouncements or in the Company'’s critical accogrpolicies that were disclosed in the Form 10sther than the adoption of changes to
accounting for multipledeliverable revenue arrangements and arrangenfattmclude software elements on October 1, 20889eacribed i
“Recently Adopted Accounting Pronouncements” below.

Use of Estimates

The preparation of consolidated financial statesmé@ntonformity with accounting principles geneyaltcepted in the United States of
America (“GAAP”) requires management to make estémand assumptions that affect the reported ammadm@tssets and liabilities and
disclosure of contingent assets and liabilitiehatdate of the financial statements and repogedlts of operations during the reporting
period. Actual results could differ from those pBsites. The items that are significantly impacte@&tymates include revenue recognition, the
assessment of recoverability of goodwill and oth&angible assets, restructuring obligations relateabandoned operating leases, the fair
value of investments and collectability of accouetseivable.

Fair Value

Effective October 1, 2008, the Company adopted gbsuissued by the Financial Accounting StandaragsdB(¢'FASB”) to fair value
accounting. This guidance defines fair value agtiee that would be received to sell an asset@price paid to transfer a liability in an
orderly transaction between market participantheat



measurement date and establishes a hierarchygotsimsed in measuring fair value that maximizesuthe of observable inputs and
minimizes the use of unobservable inputs by reqgithat the most observable inputs be used whdtablea Observable inputs are inputs
that market participants would use in pricing tesed or liability developed based on market datainbd from sources independent of the
Company. Unobservable inputs are inputs that reflecCompany’s assumptions about the assumptiamkanparticipants would use in
pricing the asset or liability developed basedtanliest information available in the circumstandé® hierarchy is broken down into three
levels based on the reliability of inputs as foltow

Level 1 — Inputs are unadjusted, quoted pricesiiva markets for identical assets or liabiliti¢dtee measurement date. Examples of
the assets carried at Level 1 fair value generalyequities listed in active markets and investmanpublicly traded mutual funds with
guoted market prices.

Level 2 — Inputs (other than quoted prices inclughedevel 1) are either directly or indirectly olbgable for the asset or liability
through correlation with market data at the measerd date and for the duration of the asset/ligfslianticipated life.

Level 3 — Inputs reflect management’s best estirofitehat market participants would use in pricihg tisset or liability at the
measurement date. Consideration is given to tlkdnferent in the valuation technique and the indlerent in the inputs to the model.

The availability of observable inputs can vary éndffected by a wide variety of factors, includifior example, the type of a security,
whether the security is new and not yet establishélde marketplace, and other characteristiciqudatr to a transaction. To the extent that
valuation is based on models or inputs that aedéservable or unobservable in the market, thermidtiation of fair value requires more
judgment. Accordingly, the degree of judgment eiset by the Company in determining fair value isagest for instruments categorizec
Level 3. When observable prices are not availahkeCompany either uses implied pricing from simifstruments or valuation models ba
on net present value of estimated future cash fladisted as appropriate for liquidity, credit,rke and/or other risk factors. Fair value is a
market-based measure considered from the perspeaxdtay market participant rather than an entityedfgemeasure. Therefore, even when
market assumptions are not readily available, the@ny’s own assumptions are set to reflect thdselieves market participants would use
in pricing the asset or liability at the measuretrdate. See Note 8 for fair value related to thenBany’s cash equivalents, short-term
investments, long-term investments and restricéesth.c

Concentration of credit risk

Financial instruments that subject the Companytwentrations of credit risk consist primarily ast and cash equivalents, short-term
investments, long-term investments and trade adsaeneivable. The Company maintains its cash, egslvalents, short-term investments
and long-term investments with high quality finaddnstitutions and limits its investment in indival securities based on the type and credit
quality of each such security. The Compangustomer base consists of both domestic andhatienal businesses, and the Company peri
ongoing credit evaluations of its customers ancegaly does not require collateral on accountsivetde. The Company maintains
allowances for potential credit losses.

No customer accounted for more than 10% of totadmaes for the three and nine months ended Jur2020,and 2009. No customer
accounted for more than 10% of net accounts rebkives of June 30, 2010 and September 30, 2009.

Recently Adopted Accounting Pronouncements

In December 2007, the FASB issued changes to atioguior business combinations. The standard chatigeeaccounting for business
combinations including the measurement of acqusinares issued in consideration for a business cw@tibn, the recognition of contingent
consideration, the accounting for pre-acquisitiamgnd loss contingencies, the recognition oftediped in-process research and
development,



the accounting for acquisition-related restructyi@ast accruals, the treatment of acquisition-eeldtansaction costs and the recognition of
changes in the acquirer’s income tax valuatiormadioce. These changes were effective for the Comparyctober 1, 2009. The adoption of
this standard did not have an impact on the Conipaiondensed consolidated financial statements.

In December 2007, the FASB issued changes to atinguior noncontrolling interests in consolidatéubicial statements. The stand
changes the accounting for noncontrolling (mingritgerests in consolidated financial statememisluding the requirements to classify
noncontrolling interests as a component of conatdid stockholders’ equity and the elimination ofrfarity interest” accounting in results of
operations with earnings attributable to noncoltitrglinterests reported as part of consolidatediaegs. Additionally, these changes revise
accounting for both increases and decreases ireatgcontrolling ownership interest and are dffecfor fiscal years beginning after
December 15, 2008, with early adoption prohibifBuese changes were effective for the Company ool@ctl, 2009. The adoption of this
standard did not have an impact on the Companyidesed consolidated financial statements.

In April 2008, the FASB issued changes in deterngrthe useful life of intangible assets. The stathidhanges amend the factors that
should be considered in developing renewal or exbenassumptions used to determine the usefubliterecognized intangible asset. The
intent is to improve the consistency between tleduldife of a recognized intangible asset andghgod of expected cash flows used to
measure the fair value of the asset. These chamgefective for fiscal years beginning after Dmber 15, 2008 and early adoption was
prohibited. These changes were effective for them@any on October 1, 2009. The adoption of thisdateshdid not have an impact on the
Company’s condensed consolidated financial statésnen

In August 2009, the FASB issued changes to measlighilities at fair value. The standard changesv/jale clarification that in
circumstances in which a quoted price in an acatieeket for the identical liability is not available reporting entity is required to measure
value of such liability using one or more of thehmiques prescribed by the update. These changesaffective for the Company on
October 1, 2009. The adoption of this standarchdichave an impact on the Company’s condensed tidatad financial statements.

In September 2009, the FASB issued changes to atingifor multiple-deliverable revenue arrangemeatsl arrangements that
include software elements. These changes requiiteeserio allocate revenue in an arrangement usstignated selling prices of the delivered
goods and services based on a selling price htgraihe amendments eliminate the residual methaew@nue allocation and require reve
to be allocated among the various deliverablesnubi-element transaction using the relative sgliprice method. These changes remove
tangible products from the scope of software reeeguidance and provide guidance on determining lvelnetoftware deliverables in an
arrangement that includes a tangible product averedl by the scope of the software revenue guiddareese changes should be applied on a
prospective basis for revenue arrangements enitgiedr materially modified in fiscal years begingion or after June 15, 2010, with early
adoption permitted. The Company early adopteddfisindard at the beginning of its first quarterfiecal year 2010 on a prospective basis for
applicable transactions originating or materiallgdified after September 30, 2009. There were n@n@timpacts during the quarter nor
does the Company currently expect a material imjpattte year ended September 30, 2010. See “ReRecegnition” below.

Recent Accounting Pronouncements Not Yet Adopted

In June 2009, the FASB issued authoritative guidantthe consolidation of variable interest ergitiehe new guidance requires revi
evaluations of whether entities represent variatibrest entities, ongoing assessments of conte such entities, and additional disclosures
for variable interests. The Company will adopt stsndard on October 1, 2010. The adoption is xyge&ted to have an impact on the
Company’s consolidated financial statements.



Revenue Recognition

Substantially all of the Company’s revenues arévddrfrom the following sources: (i) subscriptiasftsvare solutions on a multi-tenant
basis and single-tenant basis either hosted onfiehe firewall; (ii) maintenance and support retato existing single-tenant perpetual
licenses; and (iii) services, including implemeittatservices, strategic consulting services, sogrservices, managed services, training,
education, premium support and other miscellansensgces. The subscription software solutions ideltechnical support and product
updates. The significant majority of the Compargtbscription software solutions are tilnased license and are based on the number of
or other usage criteria. The Company’s multipleredat arrangements typically include a combinatibriipsubscription software solutions;
and (ii) a services arrangement, on either a fieedor access to specific services over time titma and materials basis.

The Company licenses its subscription softwareutinats direct sales force and indirectly througbellers. Sales made through
resellers are recognized at the time that the Cagnpas received persuasive evidence of an enccuseymer and all other criteria are met as
defined below. The license agreements for the Coyipaubscription software generally do not providiea right of return, and historically
product returns have not been significant. The Caomgloes not recognize revenue on agreements stjefund or cancellation rights ur
such rights to refund or cancel have expired. Disates force commissions are accounted for as aald marketing expense at the time of
sale, when the liability is incurred and is readdypa&stimable.

The Company recognizes revenue when all of thewatig criteria are met: persuasive evidence ofreemgement exists; delivery of 1
product or service has occurred; the fee is fixedaterminable; and collectibility is probable.

Certain of the Company’s contracts include perfarogaincentive payments based on market volume erdlongs generated, as
defined in the respective contracts. Revenue frach &rrangements is recognized when those threshoddachieved.

In September 2009, the FASB issued new guidan@eoounting for multiple deliverable revenue arrangets. The new guidance:

() provides updated guidance on whether multigiverables exist, how the deliverables in an ayesment should be separated, and
how the consideration should be alloca

(i) requires an entity to establish an estimateltirg) prices (“ESP”) for all deliverables when dem-specific objective evidence
(“VSOFE") of selling price or thir-party evidence"TPE") of selling price does not exist; ar

(i) eliminates the use of the residual method and regj@in entity to allocate revenue using the redagelling price metho

The Company elected to early adopt this accourgiidance at the beginning of its first quarteris€él year 2010 on a prospective
basis for applicable transactions originating otarially modified after September 30, 2009. The meuidance allows for deliverables with
stand alone value in a multi-element arrangemant/foch revenue was previously deferred due to liveled elements not having VSOE of
selling price to be separated and recognized asdedl, rather than over the longest service dsfiperiod as a single unit with other
elements in the arrangement.

For transactions entered into prior to the firshrger of fiscal year 2010, the Company allocategmnee to each element in a multiple
element arrangement based on its respective faievaihe Company’s determination of the fair vadieach element in a multiple element
arrangement was based on VSOE of selling priceghvisilimited to the price when sold separatelywdeie from subscription software,
hosting and sourcing solutions services was prisnegcognized ratably over the term of the arrangetncommencing with the initial
customer access date. Revenue allocated to manterad support was recognized ratably over thater@nce term (typically one year).
Revenue allocated to software implementation, peda@provement,
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training and other services was recognized asahaces are performed or as milestones are achi@viédundled with a subscription or
time-based arrangement or in circumstances whef@B/& selling price could not be established fodelivered service elements, was
recognized ratably over the term of the accesseageat. In circumstances where the Company prosdedces as part of a multi-element
arrangement with subscription software, both tHesstiption software revenue and service revenue wamognized under the lesser of
proportional performance method based on houratable over the subscription term. When revenuecésted with multiple element
arrangements was recognized and more than one mi@mtbéat arrangement did not have VSOE of selfirige, the Company first allocated
revenue on the statement of operations to thoseesits for which VSOE of selling price was availadtel the residual was allocated to those
elements that did not have VSOE of selling price.

The Company does sell implementation servicegegfi@consulting, training and other services andtalone engagements.
Maintenance and support are sold separately throerggwals of annual contracts. As a result, the @y has used and intends to continue
using VSOE of selling price to allocate the arrangat consideration to each of these deliverablessiStent with its methodology under
previous accounting guidance, the Company detesWi8OE of selling price based on its normal pricamgl discounting practices for the
specific service when sold separately. In detemgini SOE of selling price, the Company requires ¢hatibstantial majority of the selling
prices for a service fall within a reasonably narpiricing range, generally evidenced by approximya868% of such historical stand-alone
transactions falling within plus or minus 15% oé tinedian rates. In addition, the Company consitiergieographies in which the services
sold and major service groups in determining VS®E&etling price.

However, the Company is not always able to estabBOE of selling price for all deliverables in amangement with multiple
elements. This may be due to the Company infreduealling each element separately, not pricingdpats within a narrow range, or only
having a limited sales history. When VSOE of sellprice cannot be established, as in the casdlfeulascription software solutions along
with certain services, the Company attempts tdoéistaselling price of each element based on TP&sbiing price. TPE of selling price is
determined based on competitor prices for simitdivdrables when sold separately. Generally, the@my’s go-to-market strategy differs
from that of its peers and its offerings contaleel of differentiation such that the comparahieipg of software solutions and services with
similar functionality and delivery cannot be obtin Furthermore, the Company is rarely able talogli determine what similar competitors’
selling prices are on a stand-alone basis. Thargfioe Company is typically not able to determifETof selling price.

For contracts signed or substantially modifiedra®etober 1, 2009, and within the scope of the gaidance, the Company uses ESI
its allocation of arrangement consideration whenGompany is unable to establish selling pricequ$i8OE or TPE. The objective of ESP is
to determine the price at which the Company worddgact a sale if the subscription software orraskevices were sold on a stand-alone
basis. ESP is generally used for offerings notgariwithin a narrow range, and it applies to a nigjaf the Company’s arrangements with
multiple deliverables.

The Company determines ESP for all deliverablesdbanot have VSOE of selling price by considenimgitiple factors which include,
but are not limited to the following: (i) substamgirenewal rates contained within an arrangemergubscription software solutions; (ii) grc
margin objectives and internal costs for serviems} (iii) pricing practices, market conditions armnpetitive landscape. The determinatiol
ESP is made through consultation with and apprbyahe Company’s management, taking into consitterdahe go-to-market strategy.

The Company regularly reviews VSOE, TPE, and ESPraaintains internal controls over the establishnaew updates of these
estimates. There were no material impacts duriegjtiarter nor does the Company currently expectenal impact in the year ended
September 30, 2010 from changes in VSOE, TPE, &. ES
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The impact during the three and nine months ended 30, 2010 of the new guidance was not materigile Company’s reported
revenues or results of operations. In terms ofithang and pattern of revenue recognition, the gendance is not expected to have a
significant effect on revenues in periods afterittigal adoption when applied to multiple elemantangements. The impact on future periods
will vary based on the nature and volume of newsdgeany given period.

Deferred revenue includes amounts received frorfomers for which revenue has not been recognizatiganerally results from
deferred subscription, maintenance and supportinggsonsulting or training services not yet remrdieand recognizable and license revenue
deferred until all requirements are met. Deferedenue is recognized as revenue upon deliveryeo€tmpany’s product, as services are
rendered, or as other requirements are satisfieterizd revenue excludes contract amounts for widgiment has yet to be collected.
Likewise, accounts receivable excludes amountdrdne customers for which revenue has been deferred.

Software development costs

Software development costs are expensed as incuintédechnological feasibility, defined as a winrdg prototype, has been establist
at which time such costs are capitalized untilgraduct is available for general release to custenio date, the Company’s software has
been available for general release shortly afeiegtablishment of technological feasibility antbadingly, capitalized development costs
have not been material.

The Company follows the guidance set forth by tA&B in accounting for the development of its on-d@wch application service. This
guidance requires companies to capitalize qualifgiomputer software costs which are incurred duttiegapplication development stage and
to amortize such costs over the software’s estidhaseful life.

Income taxes

Income taxes are computed using an asset andtiiaproach, which requires the recognition oeapayable or refundable for the
current year and deferred tax assets and lialsilitethe future tax consequences of events that haen recognized in the Company’s
consolidated financial statements or tax returie Measurement of current and deferred tax asset&adilities is based on provisions of the
enacted tax law; the effects of future changeaxriaws or rates are not anticipated. The Compasyrécorded a valuation allowance to
reduce its deferred tax assets to the amount ofdutx benefit that is more likely than not torbalized.

The Company follows the guidance set forth by tA&B to accounting for uncertainty in income taxBse guidance contains a two-
step approach to recognizing and measuring unodgaipositions. The first step is to evaluatettheposition taken or expected to be taken
in a tax return by determining if the weight of dable evidence indicates that it is more likelatimot that, on an evaluation of the technical
merits, the tax position will be sustained on auditluding resolution of any related appeals tigdition processes. The second step is to
measure the tax benefit as the largest amounistimabre than 50% likely of being realized upon efifee settlement.

Stock-Based Compensation

The Company maintains stock-based compensatios plaich allow for the issuance of stock options eexlricted common stock to
executives and certain employees. The Companynaséiotains an employee stock purchase plan (“ES#at)provides for the issuance of
shares to all eligible employees of the Comparey @discounted price.

The Company amortizes the fair value of awardsroaczelerated basis. The guidance requires tHaitimes be estimated over the
vesting period of an award, rather than being reizegl as a reduction of compensation expense wWigefotfeiture actually occurs.
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During the three and nine months ended June 3@, 20& Company recorded $156,000 and $520,000ectsply, of stock-based
compensation expense associated with employee gtockase plan programs. During the three andmimeths ended June 30, 2009, the
Company recorded $147,000 and $393,000, respegtiviestock-based compensation expense associdtie@mployee stock purchase plan
programs.

During the three and nine months ended June 3@, 20& Company granted 516,000 shares and 1.@mdhares, respectively, of
restricted common stock to directors and certaipleyees, subject to a time-based service requirgméth a fair value of $7.8 million and
$13.9 million, respectively. During the three aridenmonths ended June 30, 2009, the Company grar@edillion and 1.3 million shares,
respectively, of restricted common stock to dires&nd certain employees, subject to a time-basetits requirement, with a fair value of
$9.8 million and $12.4 million, respectively. Thesaounts are being amortized over the vesting geridhe individual restricted common
stock grants, which is one to three years.

In October 2008, the Company granted restricteckstaits to executive officers and certain key esgpkes. The number of units that
could vest under this grant is contingent upon ingehree criteria: (1) a 2009 performance milestoglated to subscription software
revenues for the year ended September 30, 2008,4@)0 performance milestone, established in @ctdB09, based upon sustained
performance related to subscription software regsriar the year ended September 30, 2010, andti{Brabased service requirement. The
number of units that vested upon meeting the perdoice milestone for the year ended September 89, &8s 848,250 units with a fair va
of $7.3 million, based on the then current faiueadf the Company’s shares at the grant date. Tih#ar of units that could vest upon
meeting the performance milestone for the year é®ttember 30, 2010 is up to 1.6 million unitshveitfair value of $18.0 million, based
the then current fair value of the Company’s shatdhe grant date. The restricted stock units matl vest if the fiscal year 2010 performance
milestone is not achieved.

In November 2009, the Company granted 1.3 milliestricted stock units to executive officers andaierkey employees with a fair
value of $14.3 million, based on the then curraimyalue of the Compang’shares at the grant date. The number of unitethéd vest unde
this grant is contingent upon meeting three catel) a 2010 performance milestone related tosigi®on software revenues for the year
ended September 30, 2010, (2) a 2011 performarlestorie based upon sustained performance relagdsgzription software revenue for
the year ended September 30, 2011; and (3) a tameebservice requirement. If subscription softwavenues exceed the fiscal year 2010
target, the granted restricted stock units canwesb 200% of the target number of restricted efiafhe restricted stock units will not vest if
the fiscal year 2010 performance milestone is obhieved.

During the three months ended June 30, 2010 an@, 200 Company recorded $10.5 million and $6.5iom|lIrespectively, of stock-
based compensation expense associated with batkbi@sed restricted stock and performance-baseittedtstock units. During the nine
months ended June 30, 2010 and 2009, the Compeorsdesl $32.6 million and $22.2 million, respectyeif stock-based compensation
expense associated with both time-based restrattatt and performance-based restricted stock ukstef June 30, 2010, there was $36.6
million of unrecognized compensation cost relateddn-vested restricted share-based compensatamgaments which is expected to be
recognized over a weighted-average period of Ga8syd otal unrecognized compensation cost willdjasaed for future changes in estimated
forfeitures.

The Company also made a contribution to the Ailiba, Employees 401(k) Savings Plan in the formafimon stock with a value of
$895,000 and $952,000 in the three months endesl w2010 and 2009, respectively, and of $3.lianikind $2.6 million in the nine
months ended June 30, 2010 and 2009, respectively.
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Total stock-based compensation resulting from t8BE, time-based service awards, performance-basedsand the 401(k) savings
plan was $11.5 million and $7.6 million in the tanmonths ended June 30, 2010 and 2009, respectaredy$36.3 million and $25.3 million
in the nine months ended June 30, 2010 and 2088ectvely, to various operating expense categasdsliows (in thousands):

Three Months Ended Nine Months Ended

June 30, June 30,
2010 2009 2010 2009
Cost of revenue—subscription and maintenan $ T7E $ 567 $ 2,54¢ $ 1,73¢
Cost of revenue—services and othe 1,27¢ 84C 4,041 2,71¢
Sales and marketir 5,67¢ 3,00¢ 16,82: 10,28¢
Research and developmt 1,39¢ 1,15(C 3,98¢ 3,64¢
General and administrati 2,392 2,08( 8,88( 6,871
Total $11,52( $ 7,64( $36,27: $25,26:

Derivative Financial Instruments

The Company transacts business in various foraigrercies and has established a program that plynuditizes foreign currency
forward contracts to offset the risks associatetth tie effects of certain foreign currency exposukénder this program, the Company’s
strategy is to have increases or decreases irgfooeirrency exposures offset by gains or losseb@foreign currency forward contracts to
mitigate the risks and volatility associated wibthefign currency transaction gains or losses. Thagamys foreign currency forward contra
generally settle within 90 days. The Company dadsiee these forward contracts for trading purpoBles Company does not designate
these forward contracts as hedging instrumentsorliegly, the Company records the fair value ostheontracts as of the end of the
reporting period to the consolidated balance siabtchanges in fair value recorded in the consaéd statement of operations. The balance
sheet classification for the fair values of themmvaird contracts is to prepaid expenses and otiveert assets for unrealized gains and to «
current liabilities for unrealized losses. Theata¢nt of operations classification for the fairued of these forward contracts is to non-

operating income, net, for both realized and uizedlgains and losses.

As of June 30, 2010, the notional amounts of thediod contracts held to sell and purchase U.Sadolh exchange for other major
international currencies were $6.6 million and #1illion, respectively, and the unrealized gairtloese contracts was $537,000. The
notional principal amounts for derivative instrurteeprovided one measure of the transaction volumtstanding as of June 30, 2010, and do
not represent the amount of the Company’s expdsureedit or market loss. The Company has deteminihat the gross exposure for both

market and credit risk are deemed immaterial.

The fair value of the foreign currency forward gaets not designated as hedges in the condensedlictated balance sheet were
$615,000 included in prepaid expense and otheeptiassets and $78,000 included in other currabilities as of June 30, 2010. The effects
of the foreign currency forward contracts not deatgd as hedges on net income was a gain of $29@jt0$434,000 for the three and nine
months ended June 30, 2010, respectively, inclidaderest and other (expense) income, net ocdnelensed consolidated statement of

operations.
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Note 2—Other Intangible Assets

The table below reflects changes or activity intth&ances related to other intangible assets #onthe months ended June 30, 2010 (in
thousands):

June 30, 2010 September 30, 2009
Gross Accumulated Net Gross Accumulated Net
carrying carrying carrying carrying
Useful Life amount amortization amount amount amortization amount
Other Intangible Asse

Existing software technolog 24 month $13,30( $ (13,300 $ — $13,30( $ (12,999 ¢ 30z
Contracts and related customer relations 72 month  80,88: (66,707) 14,17¢ 80,88: (63,627 17,25¢
Trade names/ trademat 24 month 2,20C (2,200 — 2,20C (2,15¢) 42
Non-competition agreemen 24 month 60C (600 — 60C (53¢) 62
Total $96,98. $ (82,807 $14,17¢ $96,98. $ (79,32) $17,66(

Amortization of other intangible assets for theesthand nine months ended June 30, 2010 totalech$illiédn and $3.5 million,
respectively. Of the total, amortization of $1.0limnh and $3.4 million related to contracts andatetl customer relationships and existing
software technology was recorded as cost of reveimuthe three and nine months ended June 30, 284@ectively. Amortization of
$104,000 primarily related to trade names/trademarid non-competition agreements were recordegdexating expense in the nine months
ended June 30, 2010.

Amortization of other intangible assets for theethand nine months ended June 30, 2009 totaledhlliénh and $4.8 million,
respectively. Of the total, amortization of $1.4limnh and $4.2 million related to contracts andatetl customer relationships and existing
software technology was recorded as cost of reveimuthe three and nine months ended June 30, 2&§%ctively. Amortization of
$210,000 and $630,000 primarily related to tradmestrademarks and n@empetition agreements were recorded as operatipense in th
three and nine months ended June 30, 2009, regplgcti

As of June 30, 2010, estimated future amortizagimense related to intangible assets is $1.0 miftho the remainder of fiscal year
2010, $4.1 million in fiscal year 2011, $4.1 mitiiin fiscal year 2012, $4.1 million in fiscal ye2013 and $854,000 in fiscal year 2014.

Note 3—Commitments and Contingencies
Leases

In March 2000, the Company entered into a faciégse agreement for approximately 716,000 squatarféour office buildings and ¢
amenities building in Sunnyvale, California for ftsadquarters. The operating lease term commenckhuary 2001 through April 2001 and
ends in January 2013. The Company occupies appabaiyn150,000 square feet in this facility. The Qamy currently subleases two
buildings, totaling 396,000 square feet, to thiadtigs. These subleases expire in January 2013ehhaning 170,000 square feet is available
for sublease. Minimum monthly lease payments apeagimately $3.5 million and escalate annually hitie total future minimum lease
payments amounting to $114.6 million over the renimgj lease term. As part of this lease agreemeatCompany is required to issue star
letters of credit backed by cash equivalents, ita3e$28.8 million as of June 30, 2010, as a formexfurity through January 2013. Also, the
Company is required by other lease agreementsltbamoadditional $401,000 of standby letters ofiitrevhich are cash collateralized. These
instruments are issued by its banks in lieu ofsihagcurity deposit required by landlords for ddinesd international real estate leases. The
total cash collateral of $29.2 million is classifias restricted cash on the Company’s consolidzd&hce sheet as of June 30, 2010.

14



The Company occupies 91,000 square feet of offieeesin Pittsburgh, Pennsylvania under a leaseeitpites in December 2017. This
location consists principally of the Company’s $e#g organization and administrative activities.

The Company occupies approximately 27,000 squatsofeoffice space in Atlanta, Georgia under adethgit expires in June, 2013.
Operations at this location consist principallyoof sales, sales support and administrative aietvit

The Company leases certain equipment, softwarétafacilities under various noncancelable opempt@ases with various expiration
dates through 2017. Rental expense was $6.1 milli@ach of the three months ended June 30, 201@@00 and $18.4 million and $17.9
million for the nine months ended June 30, 201020@D, respectively. This expense was reduced bgase income of $2.8 million and
$2.7 million for the three months ended June 3Q02ind 2009, respectively, and $8.5 million and $fillion for the nine months ended
June 30, 2010 and 2009, respectively.

The following table summarizes future minimum lepagments and sublease income under noncanceladiating leases as of
June 30, 2010 (in thousands):

Contractual
Lease Sublease
Period Ending September 30, Payments Income
2010 $ 12,067 $ 3,097
2011 49,00( 12,97(
2012 50,86¢ 13,65¢
2013 20,06: 4,45(
2014 3,54¢ —
Thereatftel 7,92( —
Total $143,45° $ 34,17

Of the total operating lease commitments noted ap$50.8 million is for occupied properties and $9aillion is for abandoned
properties, which are a component of the restringusbligation.

Restructuring costs
The following table details accrued restructuritjgations and related activity through June 3@,@(0n thousands):

Severanci Lease Total
abandonmen restructuring
and Asset

benefits costs impairment costs
Accrued restructuring obligations as of Octobe2008 $ 66C $ 60,38¢ $ — $ 61,04¢
Cash paic (4,559 (18,179 — (22,739
Total charge to operating expetr 3,93¢ 6,81: 88 10,831
Asset impairment applied to asset balar — — (89 (89
Accrued restructuring obligations as of Septemi@e2B09 $ 42 $ 49,02( $ — 49,06:
Cash paic (42 (12,78 — (12,829
Total charge to operating expetr — 8,57¢ — 8,57¢
Accrued restructuring obligations as of June 3Q,& $ — $ 44,810 $ — 44,81
Less: current portio 17,14¢
Accrued restructuring obligations, less currentipar $ 27,66«
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Severance and benefits costs

Severance and benefits costs primarily includelimtary termination and health benefits, outplacenoests and payroll taxes for
terminated personnel. The Company recorded a clud$E. 4 million and $3.9 million for the three anihe months ended June 30, 2009,
respectively, related to severance benefit costedan the then current economic environment teibalign its expenses with its revenues.

Lease abandonment and leasehold impairment costs

Lease abandonment costs incurred to date relataply to the abandonment of leased facilities imiSyvale, California. Total lease
abandonment costs include lease liabilities otfgetublease income, and were based on marketitrérdhation analyses. As of June 30,
2010, $44.8 million of lease abandonment costs ieaecrued and are expected to be paid by fisaal 2813. In the nine months ended
June 30, 2010, the Company revised its estimatesufiease commencement dates based on the reghanims of the lease in Sunnyvale,
California and continued soft market conditionshia Northern California real estate market, resglth a charge of $8.6 million. In the nine
months ended June 30, 2009, the Company revisegtitaates for sublease commencement dates arehsebiental rate projections to
reflect continued soft market conditions in the thern California real estate market, resulting sharge of $6.8 million. The Company’s
lease abandonment accrual is net of $34.2 millissublease income as of June 30, 2010.

Other arrangements

Other than the obligations identified above, thenany does not have commercial commitments undes bf credit, standby
repurchase obligations or other such debt arrangsm&he Company has no other off-balance shestgements or transactions with
unconsolidated limited purpose entities, nor dbésive any undisclosed material transactions omeibments involving related persons or
entities. The Company does not have any materiatamcelable purchase commitments as of June 30, 201

Other accruals

In the nine months ended June 30, 2010, the Compedegsed a $3.1 million accrual based upon thesasgent that the previously
accrued contingency now has less than a remoteabildp of potential loss.

Litigation and other proceedings
Patent Litigation with Emptoris, Inc.

On April 19, 2007, the Company sued Emptoris, (FEmptoris”) in the United States District Court for the EastBistrict of Texas fo
patent infringement. On October 29, 2008, aftez\aen day jury trial, the Company received a vertfiat Emptoris willfully infringed one
Company patent and also infringed a second Compatant. The jury awarded the Company approxim&i¢l9 million in damages. On
January 7, 2009, the Court issued its judgmenthviftirmed the jurys damage award of $4.9 million and further ordétetptoris to pay th
Company $207,000 for pre-judgment interest, $1.Maniin enhanced damages due to the willfulnesdifig, and the Company’s costs of
Court which have been calculated to be $164,001s ludgment, the Court also issued an injuncégainst Emptoris. On January 22, 2009,
the Court entered an amended judgment which asbadséional damages of $168,000 against Emptaset on its infringing conduct
during the period after trial through December@)& Emptoris filed an appeal of the trial Coujtidgment. On January 8, 2010, the United
States Court of Appeals for the Federal Circuitriaféd the judgment. During the nine months endes B0, 2010, the Company received
$7.0 million in satisfaction of the monetary portiof the judgment, and the Company recorded $7lliombf income related to this matter.

General

From time to time, the Company is involved in aie®rof claims, suits, investigations, and procagdiarising from the ordinary course
of its business, including actions with respedntellectual property claims, government invesiigas, labor and employment claims, breach
of contract claims, tax, and other matters.
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Regardless of the outcome, these proceedings sandmaadverse impact on the Company because ofsdet®sts, diversion of management
resources, and other factors. In addition, it issildle that an unfavorable resolution of one orevsrch proceedings could in the future
materially and adversely affect our financial piosit results of operations, cash flows in a patéicperiod or subject the Company to an
injunction that could seriously harm its businease the risk factor$f the Protection of Our Intellectual Property Isadequate, Our
Competitors May Gain Access to Our Technology,\AledViay Lose Customers” and “We Could Be SubjeBtaiential Claims Related to
Our On-Demand Solutions, As Well As the Ariba Sappletwork,”in the Risk Factors section of Part II, Item 1Atk Quarterly Report on
Form 10-Q.

During the nine months ended June 30, 2009, thep@agnrecorded $7.5 million of income related tareurance reimbursement for
previously unreimbursed litigation costs.

Indemnification

The Company sells software licenses, access tmitlemand offerings and/or services to its customedeucontracts that the Compi
refers to as Terms of Purchase or Software LicangeService Agreements (collectively, “SLSA”). E&IhSA contains the relevant terms of
the contractual arrangement with the customer gamerally includes certain provisions for indemimfythe customer against losses,
expenses and liabilities from damages that may@eéried by or awarded against the customer inthatehe Company’s software or
services are found to infringe upon a patent, dgpyrtrade secret, trademark or other proprietiyt of a third party. The SLSA generally
limits the scope of remedies for such indemnifmaibbligations in a variety of industry-standardpects, including but not limited to certain
product usage limitations and geography-based daojiations, and a right to replace an infringimgpduct or service or modify them to
make them non-infringing. If the Company cannotradd the infringement by replacing the productesvise, or modifying the product or
service, the Company is allowed to cancel the 8eesr service and return certain of the fees pgithé® customer.

As of June 30, 2010, the Company has not had tegise any of its customers for any losses relat¢igese indemnification
provisions and no material customer claims for Sademnification are outstanding.

Note 4—Income Taxes

The Company believes that it has adequately provideany reasonably foreseeable outcomes relatdtetCompany’s tax audits.
However, there can be no assurances as to thebfosstcomes. The unrecognized tax benefits didmaderially change in the three months
ended June 30, 2010. It is reasonably possiblagliaCompany’s existing liabilities for unrecogrdzax benefits may decrease within the
next twelve months by approximately $3.3 milliommarily due to the expiration of statutes of lintite in a foreign jurisdiction.

Note 5—Stockholders’ Equity
Stock-Based Compensation Plans
A summary of the activity related to the Compamgstricted common stock is presented below fonthe months ended June 30,
2010:

Nine Months Ended
June 30, 2010

Weighted-

Average

Number of Fair

Shares Value
Nonvested at beginning of peri 5,245,58 $ 9.9
Grantec 1,024,04. $ 13.5¢
Vested (3,012,40) $ 10.0¢
Forfeited (202,699 $ 10.9¢
Nonvested at end of perit 3,054,52 $ 10.91
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The fair value of stock awards vested was $5.lionilhnd $6.5 million for the three months endedeJs8®, 2010 and 2009 and $35.7
million and $23.9 million for the nine months endikde 30, 2010 and 2009, respectively.

The nonvested shares roll forward presented abxslades the restricted stock units granted in ihe months ended June 30, 2010.
SeeStock-Based CompensatimnNote 1—Description of Business and Summary ghficant Accounting Policies.

A summary of the activity related to the Comparstck options is presented below:

Nine Months Ended
June 30, 2010

Weighted-
Number Average Aggregate
of Exercise Intrinsic
Options Price Value
Outstanding at beginning of peri 583,65! $ 16.9¢
Exercisec (25,129 $ 8.2¢
Forfeited (21,119 $ 29.7:
Outstanding and exercisable at end of pe 537,40¢ $ 16.7¢  $2,837,00

The total intrinsic value of options exercised dgrthe three months ended June 30, 2010 and 2099$128,000 and $119,000,
respectively, and was $153,000 and $506,000 dth&gine months ended June 30, 2010 and 2009,atesgg. The aggregate intrinsic
value represents the total pretax intrinsic vathe (lifference between the Company’s closing spide on the last trading day of the third
quarter of fiscal 2010 and the exercise price, ipligd by the number of shares subject to in-thereyooptions) that would have been
received by the option holders had all option hadd=xercised their options on June 30, 2010. Tinisuent changes based on the fair market
value of the Company’s stock.

Comprehensive Income

Other comprehensive income refers to revenues nsgge gains and losses that are not included imo&ine but rather are recorded
directly in stockholders’ equity. The componentsofmprehensive income for the three and nine maerdsd June 30, 2010 and 2009 are as

follows (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Net income $4,27¢ $ 3,89/ $12,25( $2,58¢
Unrealized gain (loss) on securit 862 — 1,502 (609)
Foreign currency translation adjustme (54%) 857 (92¢) (269
Comprehensive incon $4,59] $4,751] $12,82¢ $1,71:

The income tax effects related to unrealized gantslosses on securities and foreign currencylatos adjustments are not material.

The components of accumulated other comprehenssgeds of June 30, 2010 and September 30, 20@8 ém#ows (in thousands):

September 3C
June 30,
2010 2009

Unrealized loss on securiti $(2,622) $ (4,129
Foreign currency translation adjustme (492 43€
Accumulated other comprehensive I $(3,119) $ (3,689
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Note 6—Net Income Per Share
The following table presents the calculation ofibasid diluted net income per share (in thousaexdsept per share data):

Three Months Ended Nine Months Ended
June 30, June 30,

2010 2009 2010 2009
Net income $ 4,274 $ 3,89/ $12,25( $ 2,58
Weighte-average common shares outstan—basic 87,16: 83,44« 86,30( 82,26¢
Add: Effect of dilutive securitie 2,17¢ 2,008 2,48 2,44:
Weightec-average common sha—diluted 89,33¢ 85,44’ 88,78: 84,71
Net income per common sh—basic $ 0.0% $ 0.0f $ 0.1¢ $ 0.0¢
Net income per common sh—diluted $ 0.0% $ 0.0f $ 0.1< $ 0.0¢

Note 7—Segment Information

The Company has three geographic operating segnidarth America; Europe, Middle-East and Africa MIEA”); and Asia-Pacific
(“APAC”). The segments are determined in accordawitie how management views and evaluates the Coygansiness and based on the
aggregation criteria. Future changes to this omgitinal structure or the business may result angls to the reportable segments disclosed.
The Company markets its products in the UnitedeStat America and in foreign countries throughditect sales force and indirect sales
channels.

The results of the reportable segments are dediredtly from the Company’s management reportingtesyr. The results are based on
the Companys method of internal reporting and are not necégsarconformity with GAAP. Management measures glerformance of eac
segment based on several metrics, including caritoib margin. Asset data is not reviewed by managerat the segment level.

Segment contribution margin includes all geogragkigment revenues less the related cost of séilest sales and marketing expenses
and regional general and administrative expensesgrificant portion of each segment’s expensesedrom shared services and
infrastructure that the Company has historicallgcted to the segments in order to realize ecoeswii scale and to use resources efficie
These expenses include information technology sesyifacilities and other infrastructure costs aredgenerally allocated based upon
headcount.

Financial information for each reportable segmeas w&s follows for the three and nine months ended 30, 2010 and 2009 (in
thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Revenue
—North America $56,29¢ $52,60: $160,82 $156,40°
—EMEA 20,53¢ 18,87¢ 59,09¢ 60,28’
—APAC 6,82¢ 5,312 18,94« 15,67:
—Corporate revenu 9,581 7,08: 27,18 22,29¢
Total revenue $93,24¢ $83,87 $266,05( $254,65-
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Revenues are attributed to countries based orotatidn of the Company’s customers, with some makreallocation for multiational
customers. Certain revenue items are not allodatedgments because they are separately manatedcatrporate level. These items inch
Ariba Managed Procurement Services, expense regalment and other miscellaneous items.

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Contribution margir
—North America $26,60" $25,84¢ $ 77,63¢ $ 75,46¢
—EMEA 7,61¢ 7,03¢ 21,92( 24,81¢
—APAC 1,78¢ 1,47: 5,391 3,62(
Contribution margir $36,01! $34,35¢ $104,95( $103,90°

Contribution margin is used, in part, to evalu&ie performance of, and allocate resources to, efitte segments. Certain operating
expenses are not allocated to segments becausarthegparately managed at the corporate leveseTingallocated costs include marketing
costs other than direct sales and marketing, relseard development costs, corporate general anthedirative costs, such as legal and
accounting, amortization of purchased intangiliggation benefit, insurance reimbursement, redtiting costs, interest and other (expense)
income, net and provision for income taxes.

The reconciliation of segment information to then@any’s net income before income taxes was aswslfor the three and nine
months ended June 30, 2010 and 2009 (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009

Segment contribution marg $ 36,01 $ 34,35¢ $ 104,95( $ 103,90°
Corporate revenu 9,58 7,08: 27,181 22,29«
Corporate costs, such as research and developoogptrate

general and administrative and ot (39,427 (33,877 (113,769 (108,339
Amortization of acquired technology and customéangible

asset: (1,02 (1,38¢) (3,377) (4,167)
Litigation benefit — — 7,00( —
Insurance reimburseme — — — 7,527
Amortization of other intangible ass¢ — (210 (109 (630
Restructuring cost — (1,439 (8,579 (10,837)
Interest and other (expense) income, (459 (265) (59) (6,020
Net income before income tax $ 4,69 $ 4,261 $ 13,24: $ 3,74

Subscription revenues consist mainly of fees féitwsare access subscription and hosted softwarécesrvMaintenance revenues con
primarily of Ariba Buyer and Ariba Sourcing produntintenance fees. Services and other revenuestohfees for implementation
services, consulting services, managed servigssjrig, education, premium support, fees chargethiuse of the Company’s software
under perpetual agreements and other miscellarigsgas. Revenues by similar product and serviceggaue as follows (in thousands):

Three Months Ended Nine Months Ended
June 30, June 30,
2010 2009 2010 2009
Subscription revenue $43,97¢ $37,88¢ $127,51: $110,13:
Maintenance revenut 16,79( 17,52: 50,38¢ 54,217
Services and other revent 32,481 28,46: 88,15: 90,30¢
Total $93,24¢ $83,87¢ $266,05( $254,65¢

20



Information regarding long-lived assets in geogragplneas are as follows (in thousands):

September 3C
June 30,
2010 2009
Long-Lived Assets
United State: $15,21( $ 12,97¢
International 1,21°F 1,442
Total $16,42¢ $ 14,41¢

Note 8—Fair Value

As of June 30, 2010, the fair value measurementisso€ompany’s cash equivalents, short-term invests) long-term investments and
restricted cash consisted of the following and Wlice categorized in the table below based upofathealue hierarchy (in thousands):

Level 1 Level 2 Level 3 Total
Money market fund $ 80247 $— $ — $ 80,247
Certificates of deposit and other bank depc 91,21 — — 91,21
Non-U.S. government securiti 19,62¢ — — 19,62¢
U.S. government and agency securi 4,23¢ — — 4,23¢
Auction rate securitie — — 18,41°¢ 18,41°¢
Total cash equivalents, investments and restricast $195,32( $— $18,41F  $213,73!

The table below presents reconciliations for masegurities measured at fair value on a recurragjsbusing significant unobservable
inputs (Level 3) for the nine months ended June&28a (in thousands):

Nine Months Endec

June 30,
2010
Beginning balance as of October 1, 2( $ 17,67¢
Realized losse (499
Unrealized gain 1,35(
Redemption: (300
Accretion and othe 18¢
Ending fair value as of June 30, 2( $ 18,41!

Auction Rate Securities

The Company holds a variety of interest-bearingtimcRate Securities (“ARS”) that represent investits in pools of assets, including
student loans, commercial paper and credit deviegtroducts. As of June 30, 2010, the Company $880 million in par value of student
loan securities that failed to settle in auctioosimencing February 2008 and $4.9 million in paueadf commercial paper and credit
derivative products that failed to settle in aucti@ommencing August 2007. These ARS investmeatstnded to provide liquidity via an
auction process that resets the applicable inteméstt predetermined calendar intervals, allovimwgstors to either roll over their holdings
gain immediate liquidity by selling such intereatgar. The uncertainties in the credit marketstaffected all of the Company’s holdings in
ARS investments and auctions for our investmenthése securities have failed to settle on thejpeetive settlement dates. Consequently,
the investments are not currently liquid and thenfany will not be able to access these funds sath time as either a future auction of
these investments is successful or a buyer is foutslde of the auction process. Given the failimebe auction markets, as well as the lack
of any correlation of these
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instruments to other observable market data, ter@&o longer observable inputs available as dafiyelevels 1 and 2 of the fair value
hierarchy by which to value these securities. Tloeeg these auction rate securities are classifigiin Level 3 and their valuation requires
substantial judgment and estimation of factors #énatnot currently observable in the market dubédack of trading in the securities.

Contractual maturity dates for these ARS investsieamige from 2016 to 2047. The ARS backed by studans are guaranteed by the
U.S. government and have credit ratings of AAA. RS investments were in compliance with the Congfsimvestment policy at the time
of acquisition and are investment grade qualitgegx for one commercial paper and credit derivgtraeluct that maintains a split rating
between investment and speculative grade.

Currently, we have no intent to sell these ARS gtweents prior to recovery nor are aware of anyofadhat would make such a sale of
the ARS investments more likely than not. As ofel@0, 2010, the Company has classified the enfR8 Akvestment balance as long-term
investments on its condensed consolidated baldrest because of its current inability to predicit these investments will be available for
settlement within the next twelve months. The Comypaas also modified its current investment stnatagd increased its investments in n
liquid money market instruments.

Historically, the fair value of ARS investments ampgmates par value due to the frequent resetsitiirohe auction process. While the
Company continues to earn interest on its ARS itnvests at the contractual rate, these investmeats@ currently trading and therefore do
not currently have a readily determinable marké&teaAccordingly, the estimated fair value of AR&langer approximates par value.

The Company has used a discounted cash flow (“D@f€tjel to determine the estimated fair value oint@stment in ARS as of
June 30, 2010. Significant estimates used in the BGdels were the credit quality of the instrumetits types of instruments and an
illiquidity discount factor. The assumptions usegieparing the discounted cash flow model inclestémates for interest rates, timing and
amount of cash flows and expected holding periddsedARS. The discount factor used for the $18ilian of student loan securities and
$4.9 million of commercial paper and credit derivatproducts was adjusted by 150 basis points {)dps the student loan securities and
between 250 bps and 1100 bps for the commerciarapl credit derivative products, respectivelyettect the then current market
conditions for instruments with similar credit giiht the date of valuation and the risk in thetke#place for these investments that has
arisen due to the lack of an active market foretiestruments. Based on this assessment of faieytie Company determined there was a
decline in the fair value of its ARS investmentsbdf5 million, of which $2.8 million was deemed fgonary. As a result of the credit rating
reduction to below investment grade related toafriss ARS, the Company recorded an other-than-teary impairment of $1.4 million in
the year ended September 30, 2009 and $499,00@ imite months ended June 30, 2010, partially Diffig&204,000 of accretion recorded
through June 30, 2010. Based upon its analysisi@frhpairment, the Company determined that therethan-temporary loss of $1.7 million
was principally related to the credit loss on theeistment. Additionally, the Company evaluatedfiwtors related to other than credit loss,
which were determined to be immaterial to the cosdd consolidated financial statements.

The Company reviews its impairments in accordanitie tve changes issued by the FASB to fair valumanting and the recognition
and presentation of other-than-temporary impairsid@ntorder to determine the classification ofithpairment as “temporary” or “other-than-
temporary”. A temporary impairment charge resuitam unrealized loss being recorded in the othepeehensive income (loss) component
of stockholders’ equity. Such an unrealized losssdot affect net income (loss) for the applicauieounting period. An other-than-
temporary impairment charge is recorded as a eghlizss in the consolidated statement of operatibms differentiating factors between
temporary and other-than-temporary impairment araarily the length of the time and the extent toieth the market value has been less
than cost, the financial condition and near-terospects of the issuer and the Comparigtent and ability to retain its investment fquexiod
of time sufficient to allow for the recovery in nket value to par. If the issuers of the ARS areblm#o successfully close future
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auctions or refinance their debt in the near temf@ the credit ratings of these instruments dmtate, the Company may, in the near future,
conclude that an additional other-than-temporanyaimment charge is required related to these invessts. Such other-than-temporary
impairment may be greater than the $2.8 milliorrently accounted for as a temporary decline or breagreater than the $1.7 million other-

than-temporary impairment recorded through June€G00.
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Item 2. Management’s Discussion and Analysis of Famcial Condition and Results of Operations

The information in this discussion contains forwérdking statements within the meaning of Secti@A Df the Securities Act of 1933,
as amended, and Section 21E of the Securities BgehAct of 1934, as amended (the “Exchange ActizhSstatements are based upon
current expectations that involve risks and unaatitss. Any statements contained herein that atestadements of historical facts may be

deemed to be forward-looking statements. For exaywpbrds such as “may”, “will”, “should”, “estimat®& “predicts”, “potential”,
“continue”, “strategy”, “believes”, “anticipatesplans”, “expects”, “intends”, and similar expresss are intended to identify forward-
looking statements. Our actual results and thentinoif certain events may differ significantly frahe results discussed in any forward-
looking statements. Factors that might cause adtriborte to such a discrepancy include, but ardinoted to, those discussed under the

heading “Risk Factors” in Part Il of this Form 10a@d the risks discussed in our other SecuritidsEthange Commission (“SEC”) filings.

Overview of Our Business

Ariba is the leading provider of collaborative mess commerce solutions. Ariba combines industigitey software as a service
(“SaaS”) technology to optimize the complete contadifecycle with the world’s largest web-based commity to discover, connect and
collaborate with a global network of trading parshand expert capabilities to augment internalueses and skills, delivering everything
needed to control costs, minimize risk, improvefig@and enhance cash flow and operations, ahénAriba® Commerce Cloud. Over
300,000 companies, including more than 80 percktiteoFortune 500, use Ariba’s solutions to driverenefficient inter-enterprise
commerce.

Our software is built to leverage the Internet pravide enterprises with real-time access to theginess data and their business
partners. Our software is designed to integrath alitmajor platforms and can be accessed via abs@ser. Our software can be provided
as a service in an on-demand model or deployed asstalled application. In addition to applicatisoftware, Ariba Spend Management
solutions include implementation and strategic atiimgy services, education and training, commodipertise and decision support services,
benchmarking services, low-cost country sourcingises and procurement outsourcing services. A8ipand Management solutions also
integrate with and leverage the Ariba Supplier Netw The Ariba Supplier Network is a scalable Intgrinfrastructure that connects our
buying organizations with their suppliers to exap@product and service information as well as adhrange of business documents, such as
purchase orders and invoices. Over 232,000 regibwippliers, offering a wide array of goods antlises, are connected to the Ariba
Supplier Network.

Ariba Spend Management solutions are organizednareix key functions: (1) spend visibility; (2) soing; (3) contract management;
(4) procurement and expense; (5) invoice and paynaed (6) supplier management. Through our satubierings, we help customers
develop a strategy for spend management and eaaép-by-step approach with technology and sesvltat work together.

Business Model

Ariba Spend Management solutions are deliveredfiexéible manner, depending upon the needs anémetes of the customer. For
customers seeking self sufficiency, we offer flégjthighly configurable and easy-to-use technolang related services that can be deployed
behind the firewall or delivered as an on-demamdise. For customers seeking expert assistanceff@esourcing process and commodity
expertise in over 400 categories of spend.

We have aligned our business model with the wap®lieve customers want to purchase and deploy spamégement solutions.
Customers may generally subscribe to our softwardyzts and services for a specified term and/grfpaservices on a time-and-materials
or milestone basis, depending upon their business
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requirements. Our revenue is comprised of subsen@nd maintenance fees, and services and otber $aibscription and maintenance
revenue consists of fees charged for hosted on+uiés@ftware solutions and fees for product updatessupport, as well as fees paid by
suppliers for access to the Ariba Supplier Netw&drvices and other revenue consists of fees fpleimentation services, consulting
services, managed services, training, educati@mimm support, license fees charged for the useio§oftware products under perpetual
agreements and other miscellaneous items.

Due to the different treatment of our revenue stieander applicable accounting guidance, eachdf/pevenue has a different impact
on our consolidated financial statements. Subsarigees for hosted on-demand software solutioageanerally fixed for a specific period of
time, and revenue is recognized ratably over thma.t8imilarly, maintenance fees are generally fif@da specific period of time, and rever
is customarily recognized ratably over the mainteeaterm. Most of our customers renew their magmer contracts annually to continue
receiving product updates and product support. iGikie ratable revenue recognition and historidailiyr renewal rates of our subscription
and maintenance agreements, this revenue streageharally been stable over time. Services revearedriven by a contract, project or
statement of work, in which the fees may be fixadspecific services to be provided over time dletiion a time and materials basis.
Individual subscription software license sales barsignificant (greater than $1.0 million) and salgcles are often lengthy and difficult to
predict.

These different revenue streams also carry diffegezss margins. Revenue from subscription and tea#émce fees tends to be higher-
margin revenue with gross margins typically aroudBéo to 80%. Subscription and maintenance feesearerglly based on software products
developed by us, which carry minimal marginal dosteproduce and sell. Revenue from labor-intensérgices and other fees tends to be
lower-margin revenue, with gross margins typicailghe 20% to 40% range. Our overall gross margmdd fluctuate from period to period
depending upon the mix of revenue. For examplerag with a higher mix of subscription revenuesisr services revenue would drive
overall gross margin higher and vice versa.

Overview of Quarter Ended June 30, 2010

Our revenues increased to $93.2 million in theghmonths ended June 30, 2010 compared to $83.®miifl the three months ended
June 30, 2009. Subscription and maintenance regdnareased $5.4 million, or 10%, and servicesathdr revenues increased $4.0 million,
or 14%. Subscription revenues were $44.0 milliothenthree months ended June 30, 2010, as comm$37.9 million in the three months
ended June 30, 2009. This is primarily due to aneiase in the demand for our subscription softwanducts. The increase in services and
other revenues is primarily due to an increasenpplémentation revenues in the three months endss 30, 2010.

Operating expenses increased to $52.3 millioneértihee months ended June 30, 2010 compared t8 Bdlfion in the three months
ended June 30, 2009. The increase in operatingiegpds primarily attributable to an increase impensation and benefits expense relat
an increase in overall headcount in the three nsoatided June 30, 2010 and in increase in stocldlzagepensation expense related to
performance-based awards based on the increasbsargtion software revenues noted above. In swmtotal net expenses, including cost
of revenue and other items, increased to $89.0amilh the three months ended June 30, 2010 compar®80.0 million in the three months
ended June 30, 2009, which resulted in a net indomtlae three months ended June 30, 2010 of $4li®@mcompared to a net income of
$3.9 million in the three months ended June 309200

Outlook for Fiscal Year 2010

With the increase in customer demand and contishétin demand toward subscription software salesexpect continued growth in
subscription revenue in fiscal year 2010 compaodistal year 2009, but at a lower growth rate tima2009. We also expect modest declines
in maintenance, but at a lower rate of decline ih&2009. As a result, we expect total revenuagdov in fiscal year 2010 at an increased
growth rate compared to fiscal year 2009.
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We plan to continue to carefully monitor expensefiscal year 2010. We expect that total experseduding expenses for amortizat
of intangibles, stock-based compensation and restting and integration, will grow, if at all, al@ver rate than revenues. Our expense
outlook includes targeted investments in our bissinbat are dependent on economic conditionsdalfiar 2010. As a result of our revenue
and expense outlooks, we anticipate continued iwgn@nt in our results from operations, before gj\affect to these excluded expenses.

We believe that our success for the remaindersoffiyear 2010 will depend largely on our abildy 1) renew our subscription or time-
based revenues, including on-demand software fiegisitenance fees, and fees for certain servicgsg{Pbundled solution offerings that
include both technology and expert services; ap@dpitalize on new revenue opportunities, suctodiscting fees for the Ariba Supplier
Network and selling c-demand spend management solutions to smaller ahdharket customers.

In addition to the macro-economic impact, we baithat key risks to our revenues in the remainéléiscal year 2010 include: our
ability to renew ratable revenue streams withobisgantial declines from prior arrangements, inelgdiubscription software, software
maintenance and subscription services; our altdityenerate organic growth; the market acceptahspend management solutions as a
standalone market category; the overall level fdfrimation technology spending; and potential dedim average selling prices. We believe
that key risks to our future operating profitalyilihclude: our ability to maintain or grow our renees; and our ability to maintain adequate
utilization of our services organization. We may be successful in addressing such risks and diffes. See “Risk Factors” for additional
information.
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Results of Operations

The following table sets forth statements of operet data for the periods indicated (in thousarslsept per share data). The data has
been derived from the unaudited Condensed Consetidéinancial Statements contained in this FornQWhich, in the opinion of our
management, reflect all adjustments, consisting ohhormal recurring adjustments, necessary tegarefairly the financial position and
results of operations for the interim periods pnése. The operating results for any period shoolhe considered indicative of results for
any future period. This information should be r@adonjunction with the Consolidated Financial 8taents and Notes thereto included in
Form 10-K for the fiscal year ended September B09Ziled with the SEC on November 25, 2009.

Three Months Ended Nine Months Ended

June 30, June 30,
2010 2009 2010 2009
Revenues
Subscription and maintenan $60,76¢ $55,41: $177,89° $164,34¢
Services and othe 32,48 28,46! 88,15! 90,30¢
Total revenue 93,24¢ 83,87 266,05( 254,65:
Cost of revenues
Subscription and maintenan 13,04¢ 12,15¢ 38,35¢ 35,63¢
Services and othe 21,70( 18,55: 61,11¢ 56,87:
Amortization of acquired technology and customéarigible asset 1,02t 1,38¢ 3,371 4,16:
Total cost of revenue 35,77( 32,097 102,85: 96,67«
Gross profit 57,47¢ 51,77: 163,19¢ 157,98
Operating expense
Sales and marketir 31,331 25,51t 88,28( 79,01¢
Research and developmt 11,62: 10,781 34,11: 32,14
General and administratiy 9,36¢ 9,301 25,82: 33,11¢
Litigation benefit — — (7,000 —
Insurance reimburseme — — — (7,527
Amortization of other intangible ass¢ — 21C 104 63C
Restructuring and integratic — 1,43¢ 8,57¢ 10,831
Total operating expens 52,32¢ 47,25 149,89 148,21
Income from operatior 5,151 4,52¢ 13,30: 9,76:
Interest and other (expense) income, (459) (265) (59) (6,020
Net income before income tax 4,697 4,261 13,24 3,748
Provision for income taxe 423 367 992 1,15¢
Net income $ 4,274 $ 3,89¢ $ 12,25( $ 2,58t

Comparison of the Three and Nine Months Ended Jun80, 2010 and 2009

Revenues

Please refer to Note 1 of Notes to Condensed Ciolagetl Financial Statements for a description afamecounting policy related to

revenue recognition.

Subscription and maintenance

Subscription and maintenance revenues for the thghs ended June 30, 2010 were $60.8 milliof)% ihcrease from the $55.4
million recorded in the three months ended JuneB09. Subscription revenues for the
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three months ended June 30, 2010 were $44.0 milidi®% increase from the $37.9 million recordethinthree months ended June 30,
2009. The increase of $6.1 million in subscriptiemenues was primarily due to an increase in tineathel for our subscription software
products and the continued growth of Ariba Suppgletwork revenues. Maintenance revenues for theethronths ended June 30, 2010 were
$16.8 million, a 4% decrease from the $17.5 milliecorded in the three months ended June 30, 20@@uily due to a decline in perpetual
license revenues.

Subscription and maintenance revenues for themirgths ended June 30, 2010 were $177.9 millio®%rnincrease from the $164.3
million recorded in the nine months ended June2809. Subscription revenues for the nine montheéddine 30, 2010 were $127.5 million,
a 16% increase from the $110.1 million recordeth@nine months ended June 30, 2009. The incréa&&krat million in subscription
revenues was primarily due to an increase in timeathel for our subscription software products. Maiatece revenues for the nine months
ended June 30, 2010 were $50.4 million, a 7% deerffam the $54.2 million recorded in the nine rhergénded June 30, 2009 primarily due
to a decline in perpetual license revenues. Weigate that subscription revenues will increasfisical year 2010 compared to fiscal year
2009, partially offset by modest declines of maiatece revenues in fiscal year 2010.

Services and other

Services and other revenues for the three monithsdedune 30, 2010 were $32.5 million, a 14% ineréamsn the $28.5 million
recorded in the three months ended June 30, 20@9inErease in the three months ended June 30,i&@tdnarily due to an increase in
implementation revenues. Services and other reefaudghe nine months ended June 30, 2010 wer@$88lion, a 2% decrease from the
$90.3 million recorded in the nine months endece M 2009. The decrease in the nine months enaed3D, 2010 is attributed to a decline
in sourcing services revenues. We anticipate #aices and other revenues will remain relativelggistent in fiscal year 2010 compared to
fiscal year 2009.

Cost of Revenues
Subscription and maintenance

Cost of subscription and maintenance revenues stsrdi labor costs for hosting services and tecethsigpport, including stock
compensation costs and facilities and equipmentsc@®st of subscription and maintenance reveruehé three months ended June 30,
2010 was $13.0 million, a 7% increase from the $12illion recorded in the three months ended Jhe€B809. Cost of subscription and
maintenance revenues for the nine months ended3yr#d10 was $38.4 million, an 8% increase over®5.6 million recorded in the nine
months ended June 30, 2009. These increases ararityithe result of an increase in hosted suppasts associated with the increase in
subscription revenues in the three and nine matded June 30, 2010. We anticipate that cost afcsigion and maintenance expenses will
remain relatively consistent as a percentage amees in the year ending September 30, 2010 conhpatbe year ended September 30,
2009.

Services and other

Cost of services and other revenues consists of kdsts for consulting services, including stooknpensation costs, training person
facilities and equipment costs. Cost of servicasather revenues for the three months ended Jur2020 was $21.7 million, a 17% increase
from the $18.6 million recorded in the three morghded June 30, 2009. This increase of $3.1 miliea primarily due to increased
compensation and benefits expense of $1.4 milligntd a slight increase in average consulting tmauadn the three months ended June 30,
2010, increased temporary and contract labor afst4.5 million primarily related to the increaseservices and other revenues noted above
and a slight increase in stock-based compensatipense in the three months ended June 30, 20%@ddaperformance-based awards based
on the increase in subscription software revenoésdnabove.
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Cost of services and other revenues for the ninetinscended June 30, 2010 was $61.1 million, a t¥ease from the $56.9 million
recorded in the nine months ended June 30, 2009.ifdrease of $4.2 million was primarily due tori@ased compensation and benefits
expense of $1.2 million due to a slight increasaverage consulting headcount in the nine montteddune 30, 2010, increased temporary
and contract labor costs of $1.9 million primaalyd an increase in stock-based compensation expéfge3 million in the nine months
ended June 30, 2010 related to performance-basadiawased on the increase in subscription softrearenues noted above. We anticipate
that cost of services and other revenues will imseeslightly as a percentage of services and othrenues in the year ending September 30,
2010 compared to the year ended September 30, 2009.

Amortization of acquired technology and customéarigible assets

Amortization of acquired technology and customéaigible assets primarily represents the amortimadf the costs allocated to
technology and customer relationships in our figear 2004 business combination with FreeMarkets, (FFreeMarkets”and our fiscal yee
2008 acquisition of Procuri, Inc (“Procuri”). Thexpense amounted to $1.0 million and $1.4 milliothie three months ended June 30, 2010
and 2009, respectively, and $3.4 million and $4illon in the nine months ended June 30, 2010 &@P2respectively. The decrease in the
three and nine months ended June 30, 2010 is plynadgiributable to assets reaching the end ofrtesiimated useful lives. We anticipate
amortization of acquired technology and customtarigible assets will decrease in the year endeteB8dyer 30, 2010 compared to the year
ended September 30, 2009 due to decreases inressting from our merger with FreeMarkets and acguisition of Procuri as assets reach
the end of their estimated useful lives.

Gross profit

Our gross profit as a percentage of revenues readagdlatively consistent at 62% and 61% for thedtand nine months ended June 30,
2010, respectively, compared to 62% for the threerane months ended June 30, 2009.

Operating Expenses
Sales and marketing

Sales and marketing includes costs associatedowitsales, marketing and product marketing perdpand consists primarily of
compensation and benefits, commissions and bonsigek compensation, promotional and advertisirdjteavel and entertainment expenses
related to these personnel, as well as the pravisiodoubtful accounts. Sales and marketing exgefa the three months ended June 30,
2010 were $31.3 million, a 23% increase from thg.$2nillion recorded in the three months ended BHh&009. This increase of $5.8
million is primarily due to an increase in stocksbd compensation of $2.7 million related to perfamoe-based awards based on the increase
in subscription software revenues noted abovenemease in compensation and benefits expense aral expense of $1.1 million and
$443,000, respectively, due to a slight increaseverage sales and marketing headcount in the thoe¢hs ended June 30, 2010, an increase
in marketing expense of $749,000 in the three nwatided June 30, 2010 and an increase in salesissimmand bonus expense of
$697,000 related to the increase in revenues rafiede.

Sales and marketing expenses for the nine monthedejune 30, 2010 were $88.3 million, a 12% in&d&amsn the $79.0 million
recorded in the nine months ended June 30, 2009.ifd¢rease of $9.3 million is primarily due to iasrease in stock-based compensation of
$6.5 million related to performance-based awardetan the increase in subscription software ree®noted above, an increase in sales
commission and bonus expense of $2.0 million rdlatethe increase in revenues noted above andcegeise in marketing expense of $1.1
million in the nine months ended June 30, 2010 sé&hnacreases were partially offset by a decreabadndebt expense of $804,000 due to the
aging of certain outstanding receivables balantéise nine months ended June 30, 2009. We anticthat sales and marketing expenses
remain relatively consistent as a percentage amees in the year ending September 30, 2010 conhpatbe year ended September 30,
20009.
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Research and development

Research and development includes costs assouidtethe development of new products, enhancenagsisting products for which
technological feasibility has not been achieved, gumality assurance activities, and primarily intds employee compensation and benefits,
stock compensation, consulting costs and the dasiftware development tools and equipment. Rekeamnd development expenses for the
three months ended June 30, 2010 were $11.6 mitio®% increase from the $10.8 million recordethinthree months ended June 30,
2009. Research and development expenses for taamonths ended June 30, 2010 were $34.1 milli@dp ancrease from the $32.1 million
recorded in the nine months ended June 30, 20@9slidgiht increases in each period are primarily tduacreases in compensation and
benefits expense. We anticipate that research enelabment expenses will remain relatively consisés a percentage of revenues in the
year ending September 30, 2010 compared to theeyeld September 30, 20t

General and administrative

General and administrative includes costs for etkegufinance, human resources, information tecbgwl legal and administrative
support functions. General and administrative espstior the three months ended June 30, 2010 Wetedillion, a 1% increase from the
$9.3 million recorded in the three months endece B0y 2009, noting no significant change by expéyyse.

General and administrative expenses for the ninetimsoended June 30, 2010 were $25.8 million, a d2étease from the $33.1 milli
recorded in the nine months ended June 30, 2009.dBlcrease is primarily due to an impairment o8%dillion in the nine month ended
June 30, 2009 associated with capitalized costtergto an enterprise resource planning (“ERPesgdor finance and human resources, a
decrease in expenses of $3.1 million based upomgesment’'s assessment that a previously accruethgenty now has less than a remote
probability of potential loss, a decrease in irtetilal property related legal expenses of appraein®2.0 million associated with the patent
infringement matters disclosed in Note 3 to Note€dndensed Consolidated Financial Statementapaniffset by an increase in stock-
based compensation of $2.0 million primarily rethte restricted stock awards. We anticipate thaegd and administrative expenses will
decrease as a percentage of revenues in the ydiageSeptember 30, 2010 compared to the year eéddpttmber 30, 2009.

Litigation benefit

During the nine months ended June 30, 2010, wededds7.0 million of income related to the Emptaniatter. See Note 3 of Notes to
Condensed Consolidated Financial Statements.

Insurance reimbursement

During the nine months ended June 30, 2009, wededds7.5 million of income related to an insurareimmbursement for previously
unreimbursed litigation costs.

Amortization of other intangible assets

Amortization of other intangible assets was zerd $210,000 for the three months ended June 30, 20d @009, respectively, and
$104,000 and $630,000 for the nine months endeel 30n2010 and 2009, respectively, which primasdpsisted of amortization of
trademark intangible assets acquired from our mexgl FreeMarkets and our acquisition of Procliie decrease in the three and nine
months ended June 30, 2010 is primarily attribitablassets reaching the end of their estimatefdiuses. We anticipate amortization of
other intangible assets will decrease in the yaded September 30, 2010 compared to the year Sefgdmber 30, 2009 as assets reach the
end of their estimated useful lives.
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Restructuring and integration

We recorded a restructuring charge of $8.6 miliothe nine months ended June 30, 2010 due teethsion of our estimates for
sublease commencement dates based on the remtnmimgyof the lease in Sunnyvale, California andioaed soft market conditions in the
Northern California real estate mark

We recorded a restructuring charge of $1.4 mildod $10.8 million in the three and nine months dntiene 30, 2009. In the nine
months ended June 30, 2009, we revised our es8rf@tsublease commencement dates and subleaakregatprojections to reflect
continued soft market conditions in the NortherfifGaia real estate market, resulting in a chasf6.8 million. The remaining charge of
$1.4 million and $3.9 million in the three and nmenths ended June 30, 2009, respectively, priynegibited to severance benefit costs basec
on the then current economic environment to beltgn our expenses with our revenues.

Interest and other (expense) income, net

Interest and other (expense) income, net for theetmonths ended June 30, 2010 was expense oflB54ompared to expense of
$265,000 recorded in the three months ended JuriZ089. The slight decrease is primarily attriblegb other income of $461,000 released
to Ariba from the Procuri escrow account in conizectvith the settlement of certain claims with fhemer stockholders of Procuri in the
three months ended June 30, 2009 partially offget ecrease in realized and unrealized foreigrenay transaction losses of $198,000 on
accounts receivable billed from Ariba, Inc. in figie currencies to customers headquartered in foredgintries and realized losses on foreign
denominated cash balances maintained in the USlizt#s, primarily due to the U.S. dollar strengihgmgainst the Euro, the British Pound,
the Australian dollar and the Canadian dollar mttiree months ended June 30, 2009.

Interest and other (expense) income, net for the months ended June 30, 2010 was expense of $5e@dpared to expense of
$6.0 million recorded in the nine months ended BMhe009. The increase is primarily attributabl@ tdecrease in realized and unrealized
foreign currency transaction losses of $5.6 millienaccounts receivable billed from Ariba, Incfaneign currencies to customers
headquartered in foreign countries and realizesel®®n foreign denominated cash balances maintairted United States of America,
primarily due to the U.S. dollar strengthening agathe Euro, the British Pound, the Australiariataind the Canadian dollar in the nine
months ended June 30, 2009. The increase is dldnu&ible to a decline in other-than-temporary anment of $915,000 related to a long-
term investment. The decreases are partially offgeither income of $461,000 released to Ariba ftbenProcuri escrow account in
connection with the settlement of certain claimghwe former stockholders of Procuri in the thmeenths ended June 30, 2009.

Provision for income taxes

The provision for income taxes for the three morthded June 30, 2010 was $423,000, relatively stamdiwith the $367,000 in the
three months ended June 30, 2009. The provisioiméome taxes for the nine months ended June 3@ 2@s $993,000, compared to $1.2
million in the nine months ended June 30, 2009. Jilght decrease is primarily attributable to rekmof unrecognized tax benefits due to
expiring statues of limitations in the nine monémsled June 30, 2010.

Liquidity and Capital Resources

As of June 30, 2010, we had $210.0 million in casish equivalents and investments and $29.2 millisastricted cash, for total cash,
cash equivalents, investments and restricted da$239.2 million. Our working capital on June 301D was $38.3 million. All significant
cash, cash equivalents and investments are helctmunts in the United States of America. As oftSaper 30, 2009, we had $166.2 million
in cash, cash equivalents and investments and $2ili@n in restricted cash, for total cash, caghigalents, investments and restricted cash
of $195.4 million. Our working capital on SeptemB6r 2009 was $1.0 million.
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We hold a variety of interest-bearing Auction R&eurities (“ARS”) that represent investments inlp@f assets, including student
loans, commercial paper and credit derivative petalurhese ARS investments are intended to prdigdeality via an auction process that
resets the applicable interest rate at predetethdatendar intervals, allowing investors to eittar over their holdings or gain immediate
liquidity by selling such interests at par. The tioming uncertainties in the credit markets haveaéd all of our holdings in ARS investme
and auctions for our investments in these secstitve failed to settle on their respective seti@ndates. Consequently, the investments are
not currently liquid and we will not be able to ass these funds until a future auction of thesestnaents is successful or a buyer is found
outside of the auction process. Given the failimahe auction markets, as well as the lack of @nyelation of these instruments to other
observable market data, there are no longer obslerigputs available as defined by Levels 1 andlthefair value hierarchy by which to
value these securities. Therefore, these auctiersecurities are classified within Level 3 andrthaluation requires substantial judgment
estimation of factors that are not currently obabte in the market due to the lack of trading im $lecurities.

Contractual maturity dates for these ARS investseamige from 2016 to 2047. The ARS backed by studans are guaranteed by the
U.S. government and have credit ratings of AAA. &flthe ARS investments were in compliance with iovestment policy at the time of
acquisition and are investment grade quality, exf@mpone commercial paper and credit derivativedpict that maintains a split rating
between investment and speculative grade.

Currently, we have no intent to sell these ARS @tweents prior to recovery nor are aware of anyofadhat would make such a sale of
the ARS investments more likely than not. As ofel@0, 2010 and September 30, 2009, we classifeedrtire ARS investment balance as
long-term investments on our condensed consolidadtahce sheet because of our inability to detegmihen our investments in ARS would
settle.

Typically the fair value of ARS investments approgies par value due to the frequent resets thrthegauction process. While we
continue to earn interest on our ARS investmentBeatontractual rate, these investments are nogmly trading and therefore do not
currently have a readily determinable market vahazordingly, the estimated fair value of ARS nader approximates par value.

We have used a discounted cash flow model (“D@&etermine the estimated fair value of our invesit in ARS as of June 30, 20
Significant estimates used in the DCF models weeectedit quality of the instruments, the typessfruments and an illiquidity discount
factor. The assumptions used in preparing the digeal cash flow model include estimates for interates, timing and amount of cash flows
and expected holding periods of the ARS. The disttactor used for the $18.0 million of studentriagecurities and $4.9 million of
commercial paper and credit derivative products adjssted by 150 basis points (“bps”) for the shiudean securities and between 250 bps
and 1100 bps for the commercial paper and creditatese products, respectively, to reflect thertlwairrent market conditions for instrume
with similar credit quality at the date of valuatiand the risk in the marketplace for these investsithat has arisen due to the lack of an
active market for these instruments. Based onatbsgssment of fair value, we determined there vdaglane in the fair value of its ARS
investments of $4.5 million, of which $2.8 millievas deemed temporary. As a result of the creditgaeduction to below investment grade
related to one of its ARS, we recorded an othemtkanporary impairment of $1.4 million in the yeaded September 30, 2009 and $499
in the nine months ended June 30, 2010, partidiigedbby $204,000 of accretion recorded througheJ3®, 2010. As a result of adopting
changes issued by the Financial Accounting StasdBodrd (“FASB”) to fair value accounting and tleeagnition and presentation of other-
than-temporary impairments, we evaluated the rexbodher-than-temporary impairment loss of $1.7ionl Based upon the analysis
completed, we determined that the other-than-teargdoss of $1.7 million was principally relatedtte credit loss on the investment.

We review our impairments in accordance with thengjes issued by the FASB to fair value accountintjthe recognition and
presentation of other-than-temporary impairmemtgrder to determine the classification of the impant as “temporary” or “other-than-
temporary”. A temporary impairment charge
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results in an unrealized loss being recorded irother comprehensive income (loss) component ekbtmders’ equity. Such an unrealized
loss does not affect net income (loss) for theiapple accounting period. An other-than-temporarpairment charge is recorded as a
realized loss in the consolidated statement ofatfmers. The differentiating factors between temppoead other-than-temporary impairment
are primarily the length of the time and the extenwhich the market value has been less than tesfinancial condition and near-term
prospects of the issuer and our intent and alidityetain our investment in the issuer for a pedbtime sufficient to allow for the recovery in
market value. If the issuers of the ARS are unabiiccessfully close future auctions or refinathedr debt in the near term and/or the credit
ratings of these instruments deteriorate, we nrathe future, conclude that an additional othenttemporary impairment charge is required
related to these investments. Such other-than-teanponpairment may be greater than the $2.8 mmiliarrently accounted for as a
temporary decline or may be greater than the $1llibmother-than-temporary impairment recordectigh June 30, 2010.

The valuation of our investment portfolio is subjexuncertainties that are difficult to predicadtors that may impact our valuation
include changes to credit ratings of the securéesvell as to the underlying assets supportingefsecurities, rates of default of the
underlying assets, underlying collateral valuegalisit rates and ongoing strength and quality oketasredit and liquidity.

If the current market conditions deteriorate furttoe the anticipated recovery in market valuessdoat occur, we may be required to
record additional unrealized losses in other coimgmeive income (loss) or to record all current ang future unrealized losses as a charge in
our statement of operations in future quarters.céf@inue to monitor the market for ARS transactiand consider their impact (if any) on
fair value of our investments.

Our investments are intended to establish a highitgiportfolio that preserves principal, meetsilgjty needs, avoids inappropriate
concentrations and delivers an appropriate yiel@liationship to our investment guidelines and raadonditions. We have modified our
current investment strategy by limiting our investits in ARS to our current holdings and increasinginvestments in more liquid
investments.

Our largest source of operating cash flows is cadlections from our customers related to our hehste-demand software solutions and
fees for product updates and support, as wellesfaid by suppliers for the Ariba Supplier Netwahle also generate cash inflows from
services for implementation services, consultingises and license fees charged for the use ofafiware products under perpetual
agreements. Our primary uses of cash from operatitigities are for personnel related expenditaewell as payments related to leased
facilities. Net cash provided by operating actestwas $54.2 million for the nine months ended BMme&010, compared to net cash provided
by operating activities of $47.2 million for thenei months ended June 30, 2009. Cash flows fromatipgractivities increased primarily due
to higher net income in the nine months ended 30n2010 as compared to the nine months ended3yrH09.

The changes in cash flows from investing activipamarily relates to acquisitions and the timirfgoarchases, maturities and sales of
our investments. Net cash used in investing ai#vivas $13.8 million for the nine months endeceJ8®, 2010, compared to net cash used in
investing activities of $21.6 million for the nimeonths ended June 30, 2009. The increase of $1i8mis primarily attributable to a
decrease in purchases of investments, net of eafgkl.3 million, partially offset by an increasedapital expenditures of $3.1 million
primarily related to computer hardware for dataeasge in the nine months ended June 30, 2010.

The changes in cash flows from financing activipesnarily relate to the repurchase of common stttkres forfeited to Ariba by
employees in satisfaction of statutory tax withlmddobligations incurred as a result of the vestihgestricted shares of common stock held
by those employees and the proceeds from the isswErcommon stock is attributed to stock optioareises. Net cash used in financing
activities was $3.6 million for the nine months eddlune 30, 2010, compared to net cash used incfirgaactivities of $35,000 for the nine
months ended June 30, 2009. The decrease in thamonths ended June 30, 2010 is related to anaiseria the repurchase of common stock
forfeited to Ariba by employees in satisfactiorstdtutory tax withholding obligations.
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Contractual obligations

Our primary contractual obligations are from opiagateases for office space and letters of cresléted to those leases. See Note 3 to
the Condensed Consolidated Financial Statements dgscussion of our lease commitments and lettiecsedit.

Other than the lease commitments and letters ditalescussed in Note 3 to the Condensed Conselildginancial Statements, we do
not have commercial commitments under lines ofitrethndby repurchase obligations or other sudit dgangements. We do not have any
material noncancelable purchase commitments asnaf 30, 2010. There has been no material changer ioontractual obligations and
commercial commitments during the three months éddee 30, 2010 from those presented in our AnRepbrt on Form 10-K filed with
the SEC on November 25, 2009.

Off-balance sheet arrangements

We have no off-balance sheet arrangements or taosa with unconsolidated limited purpose entijtiesr do we have any undisclosed
material transactions or commitments involving tedapersons or entities.

Anticipated cash flows

We expect to incur significant operating coststipalarly related to services delivery costs, saled marketing, research and
development and restructuring costs, for the faalke future in order to execute our business Ménanticipate that such operating cost:
well as planned capital expenditures, will constital material use of our cash resources. As atyesuilnet cash flows will depend heavily on
the level of future sales, changes in deferredmees and our ability to manage infrastructure costs

We believe our existing cash, cash equivalentsarestment balances, together with anticipated dashfrom operations, should be
sufficient to meet our working capital and opergtiasource requirements for at least the next svelonths. See “Risk Factors.” After the
next twelve months, we may find it necessary taiwbadditional funds. In the event additional fuads required, we may not be able to
obtain additional financing on favorable terms pala

Application of Critical Accounting Policies and Estmates

Our condensed consolidated financial statementpragared in accordance with accounting princigkrserally accepted in the United
States of America (“GAAP”). Accounting policies, theds and estimates are an integral part of thesgpagion of consolidated financial
statements in accordance with GAAP and, in paetbased upon management’s current judgments. Thogments are normally based on
knowledge and experience with regard to past angiguevents and assumptions about future eveet$ai@ accounting policies, methods
and estimates are particularly sensitive becausieedf significance to the consolidated financitakements and because of the possibility that
future events affecting them may differ markednfirmanagement’s current judgments. While ther@aamember of accounting policies,
methods and estimates affecting our consolidatexhfiial statements, areas that are particularhjifgignt include:

» Revenue recognition polici

» Recoverability of goodwil

e Impairment of lon-lived asset:

* Lease abandonment co

» Fair value of auctic-rate securitie
» Allowance for doubtful accoun
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These critical accounting policies and estimatesiy related disclosures and other accounting igsljanethods and estimates have been
reviewed by our senior management and audit coraenifthere were no significant changes in our afiiccounting policies and estimates
during the three months ended June 30, 2010. Pteteseto Management’s Discussion and Analysisin&fcial Condition and Results of
Operations contained in Part Il, Iltem 7 of our Aahldeport on Form 10-K for our fiscal year endegt®mber 30, 2009 for a more complete
discussion of our critical accounting policies astimates.

During the nine months ended June 30, 2010, thepaosnadopted the guidance of revenue recognitidinies, which was ratified by
the Financial Accounting Standards Board Emergasgés Task Force on September 23, 2009. The Conhparsiected to adopt these
standards in the first quarter of 2010, both prospely and effective beginning on October 1, 20D8e adoption of this guidance is more
fully discussed in Note 1 of Notes to Condensedsbbdated Financial Statements.

Item 3. Quantitative and Qualitative Disclosures About Market Risk
Foreign Currency Risk

We develop products primarily in the United Staieémerica and India and market our products inlinited States of America, Latin
America, Europe, Canada, Australia, Middle EastAsid. As a result, our financial results have baed could be affected by factors such as
changes in foreign currency exchange rates or weakomic conditions in foreign markets. Since ttegamity of our non-U.S. sales are
priced in currencies other than the U.S. dollatrangthening of the dollar may reduce the levekpbrted revenues. If such events were to
occur, our net revenues could be seriously impasiade a significant portion of our net revenuesderived from international operations.
For the three months ended June 30, 2010 and 20@®and 29%, respectively, of our total net revenuere derived from customers outs
of the United States of America. As a result, ous.Wdollar earnings and net cash flows from intgéonal operations may be adversely
affected by changes in foreign currency exchantgsra

We use derivative instruments to manage risks &ssocwith foreign currency transactions in oraentinimize the impact of changes
in foreign currency exchange rates on earningsutllee forward contracts to reduce our net expespby currency, related to the monetary
assets and liabilities of our foreign operationsateinated in local currency. In addition, from titeetime, we may enter into forward
exchange contracts to establish with certaintyut® dollar amount of future firm commitments deroated in a foreign currency. The
forward contracts do not qualify for hedge accaumtnd accordingly, all of these instruments arekaethto market at each balance sheet
by a charge to earnings. We believe that theseai@hwontracts do not subject us to undue risk ddereign exchange movements because
gains and losses on these contracts are geneffsit by losses and gains on the underlying assetdiabilities. We do not use derivatives
for trading or speculative purposes. All contrdwse a maturity of less than one year.

The following table provides information about dareign exchange forward contracts outstandingfdsioe 30, 2010 (in thousands):

Contract Value Unrealized
Gain (Loss,
Foreign
Buy/Sell Currency USD in USD

Foreign Currency
Euro Sell 6,50( $ 8,33¢ $ 42¢
Singapore Dolla Sell 7,50( 5,371 5
Chinese Renmint Sell 35,00( 5,161 2
Japanese Ye Buy 350,00( 3,771 17¢
Czech Koruni Buy 22,00( 1,14¢ (60)
Swiss Franc Buy 1,20C 1,12( (6)
Brazilian Rea Sell 1,00¢ 55€ 1
Indian Rupe Buy 25,00( 54¢ (12
Total $26,01¢ $ 537
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The unrealized gain (loss) represents the differdnatween the contract value and the market vdltleeaontract based on market rates
as of June 30, 2010.

Given our foreign exchange position, a ten perchange in foreign exchange rates upon which tr@seafd exchange contracts are
based would result in unrealized exchange gaithssses of approximately $2.6 million. In all maté@spects, these exchange gains and
losses would be fully offset by exchange lossegaims on the underlying net monetary exposuresdid\i@ot expect material exchange rate
gains and losses from other foreign currency exgssu

Interest Rate Risk

Our exposure to market risk for changes in intengsts relates primarily to our investment pordoliVe do not use derivative financial
instruments in our investment portfolio. The prignabjective of our investment activities is to pas principal while maximizing yields
without significantly increasing risk. This is acoplished by investing in widely diversified investnts, consisting only of investment grade
securities. We hold investments in both fixed eatd floating rate interest earning instruments, laotti carry a degree of interest rate risk.
Fixed rate securities may have their fair markédeadversely impacted due to a rise in interassravhile floating rate securities may
produce less income than expected if interest fates

Due in part to these factors, our future investniectme may fall short of expectations due to clearig interest rates or we may suffer
losses in principal if forced to sell securitiesigthmay have declined in market value due to chamgéterest rates. Our investments may
fall short of expectations due to changes in markatitions and as such we may suffer losses atrtteeof sale due to the decline in market
value. See “Liquidity and Capital Resources.” ANéstments in the table below are carried at masddeie, which approximates cost.

The table below represents principal (or notioaaipunts and related weighted-average interest bgtgear of maturity of our
investment portfolio (in thousands, except for iagt rates).

Period Ending Period Ending Period Ending Period Ending Period Ending
June 30, June 30, June 30, June 30, June 30,
2011 2012 2013 2014 2015 Thereafter Total

Cash equivalent $ 142,22 $ — $ — $ — $ — $ — $142,22(
Average interest rai 0.36% — — — — — 0.36%
Investment: $ 18,92: $  4,93¢ $ — $ — $ — $18,41¢ $ 42,27¢
Average interest rai 1.4€% 1.0€% — — — 1.61% 1.4&%
Restricted cas $ 104 $ — $ 29,137 $ — $ — $ — $ 29,24:
Average interest ral 0.58% — 0.58% — — — 0.58%
Total investment

securities $ 161,24t $  4,93¢ $ 29,137 $ — $ — $18,41°¢ $213,73¢

The table above does not include uninvested ca$@®b million held as of June 30, 2010. Total casish equivalents, investments
restricted cash as of June 30, 2010 was $239.mill

ltem 4. Controls and Procedures
Disclosure Controls and Procedures

We evaluated the effectiveness of the design ardatipn of our disclosure controls and procedusesfalune 30, 2010, the end of the
period covered by this report on Form 10-Q. Thialeation (the “controls evaluation”) was done urnidher supervision and with the
participation of management, including our ChietEutive Officer (“CEO”) and Chief Financial OfficéiICFO”). Rules adopted by the SEC
require that we disclose the conclusions of the @B@the CFO about the effectiveness of our disctosontrols and internal controls based
upon the controls evaluation.
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Disclosure controls and procedures means contnalother procedures that are designed to ensurenfbemation required to be
disclosed in the reports that we file or submitemithe Exchange Act, such as this report on Forf® 18 recorded, processed, summarized
and reported within the time periods specifiechia 8EC’s rules and forms. Disclosure controls andqdures include, without limitation,
controls and procedures designed such that infiomat accumulated and communicated to our manageneluding the CEO and CFO,
appropriate to allow timely decisions regardinguiegd disclosure.

Our management does not expect that our disclasumeols and procedures will prevent all error afidraud. A control system, no
matter how well conceived and operated, can proeidg reasonable, not absolute, assurance thatijleetives of the control system are met.
Further, the design of a control system must réflee fact that there are resource constraintshémefits of controls must be considered
relative to their costs and that there are inhdieritations in all control systems. These inherdanttations include the realities that judgme
in decision-making can be faulty, and that breaka®wan occur because of simple error or mistakeitidaally, controls can be
circumvented by the individual acts of some persbgsollusion of two or more people, or by managatroverride of the controls. The
design of any system of controls also is basearihypon certain assumptions about the likelihooitoire events. Over time, controls may
become inadequate because of changes in conditiotise degree of compliance with the policiesmrcpdures may deteriorate. Because of
the inherent limitations in a cost-effective cohgstem, misstatements due to error or fraud ntaymand not be detected.

As of June 30, 2010, management evaluated thetigffaess of our disclosure controls and procedangeisconcluded those disclosure
controls and procedures were effective at the redse assurance level.

Changes in Internal Control Over Financial Reporting

There have been no changes in the Company'’s intesn&rol over financial reporting during the thre@nths ended June 30, 2010 that
have materially affected, or are reasonably likelynaterially affect, the Company’s internal cohtveer financial reporting.
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PART II: OTHER INFORMATION

Item 1. Legal Proceedings

The litigation discussion set forth in Note 3 oftBl®to Condensed Consolidated Financial Statenmefart I, Item 1 of this Form 10-Q
is incorporated herein by reference.

Item 1A. Risk Factors

A restated description of the risk factors assediatith our business is set forth below, which dthdne read in conjunction with risks
disclosed elsewhere herein, including “Managemeddissussion and Analysis of Financial Conditions &esults of Operations—Outlook
for Fiscal Year 2010".

The Current Economic Downturn Has Adversely ImghQer Business and May Adversely Impact Our BusiBeyond Our
Expectations.

Our business has been adversely affected by tharangredit crises and adverse worldwide economi@iions. Although our spend
management solutions help companies reduce thetdwsirgoods and services and may therefore be percessedesn more strategic duri
adverse economic conditions, we experienced aesfgitig selling environment during the three an@ months ended June 30, 2010 and the
year ended September 30, 2009. Adverse economditms could, among other things, result in redu®/enues, increased operat
losses and reduced cash flows from operationstegréfean anticipated uncollectible accounts reddasand increased allowances for
doubtful accounts receivable, impairment of finaheind non-financial assets and increased restingtaharges.

We May Fail to Achieve Our Financial Forecasts Doénaccurate Sales Forecasts and Other Factors.

Our revenues are difficult to predict and, as altesur quarterly financial results can fluctuatéstantially. We estimate quarterly
revenues in part based on our sales pipeline, whiah estimate of potential customers, their stddbe sales process, the potential amount
of their sales contracts and the likelihood thatwileconvert them into actual customers during ¢juarter. To the extent that any of these
estimates are inaccurate, our actual revenues mdifferent than our forecast revenues.

Our Business Is Susceptible to Numerous Risks iassdavith International Operations.

International operations have represented a sggmifiportion of our revenues over the past threesy&Ve have committed and expect
to continue to commit significant resources to ioternational sales and marketing activities. Weesarbject to a number of risks associated
with these activities. These risks generally inetud

e currency exchange rate fluctuatio
e unexpected changes in regulatory requirem
» tariffs, export controls and other trade barri
» longer accounts receivable payment cycles anccdiffes in collecting accounts receivak
» difficulties in managing and staffing internatiomgderations
* potentially adverse foreign tax consequences, detuwithholding in connection with the repatriatiof earnings
» the burdens of complying with a wide variety ofdign laws; and
» political instability.
For international sales and expenditures denomdriatéoreign currencies, we are subject to rislsoamted with currency fluctuations.

Since the majority of our nob-S. sales are priced in currencies other thattBe dollar, a strengthening of the dollar may edthe level o
reported revenues. If such events continue to
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occur, our net revenues could be seriously impasiede a significant portion of our net revenuesderived from international operations.
We have partially hedged risks associated withigoreurrency transactions in order to minimize ithpact of changes in foreign currency
exchange rates on earnings. We utilize forwardrectd to hedge trade and intercompany receivabiggayables. There can be no assurance
that our hedging strategy will be successful ot tarency exchange rate fluctuations will not havweaterial adverse effect on our operating
results. For example, in the year ended Septenthe20®9 we had an increase in realized and uneshfareign currency transaction losse:
$6.7 million on accounts receivable billed fromi&j Inc. in foreign currencies to customers headered in foreign countries and realized
losses on foreign denominated cash balances magaté the United States of America, primarily doi¢he U.S. dollar strengthening against
the Euro, the British Pound, the Australian dodlad the Canadian dollar.

Our Success Depends on Market Acceptance of Stara&pend Management Solutions.

Our success depends on widespread customer acoemfstandalone spend management solutions frowhove like us, rather than
solutions from ERP software vendors and othersateapart of a broader enterprise application esiuFor example, ERP vendors, such as
Oracle and SAP, could bundle spend management emdith their existing applications and offer thesadules at little or no cost. If our
products and services do not achieve continueaduiestacceptance, our business will be seriousimédr

We Have a History of Losses and May Incur Significdedditional Losses in the Future.

We have a significant accumulated deficit as oJ80, 2010, resulting in large part from cumulattharges for the amortization and
impairment of goodwill and other intangible ass®#é& may incur significant losses in the futuredatumber of reasons, including those
discussed in other risk factors and the following:

» declines in average selling prices of our prodaas services resulting from adverse economic cimmdit competition and other
factors;

» failure to successfully grow our sales chann
» failure to maintain control over cos
» charges incurred in connection with any futurertegtirings or acquisitions; ar

e additional impairment charges as a result of thaime in value and credit quality of our investn®irt auction rate securities
(“ARS") or changes in the accounting treatment of thesarites.

Our Quarterly Operating Results Are Volatile, Difflt to Predict and May Be Unreliable as IndicatafsFuture Performance Trends.

Our quarterly operating results have varied sigaiitly in the past and will likely continue to vaignificantly in the future. As a result,
period-to-period comparisons of our results maylsomeaningful and should not be relied upon asétors of future performance. In
addition, we may fail to achieve forecasts of gerdytand annual revenues and operating results.

Our quarterly operating results have varied or mary depending on a number of factors, includirggftlowing:
Risks Related to Revenues:
« fluctuations in demand, sales cycles and averd{jpgsprice for our products and servici
» reductions in custome’ budgets for information technology purchases atayden their purchasing cycle
» fluctuations in the number of relatively larger ersl for our products and servic
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increased dependence on relatively smaller ordens & larger number of custome
dependence on generating revenues from new resenuees

ability to renew ratable revenue streams, includinlgscription software, software maintenance abda@iption services, without
substantial declines from prior arrangements;

changes in the mix of types of customer agreensrdselated timing of revenue recogniti

Risks Related to Expenses:

our overall ability to control costs, including naaying reductions in expense levels through resiringy and severance paymer
costs associated with changes in our pricing pEsieind business mod

costs associated with the amortization of s-based compensation expense;

the failure to adjust our workforce to changeshia level of our operation

Our On-Demand Strategy Carries a Number of RiskechMiday Be Harmful to Our Business.

We derive a substantial portion of our revenue feabscriptions to our odemand applications. We have experienced and majnoe
to experience a deferral of revenues and cash pagrfrem customers.

Additional risks with the on-demand model inclutie following:

as a result of increased demands on our engineerjaization to develop multi-tenant versions wf products while supporting
and enhancing our existing products, we may nobéhice multi-tenant versions of our products oragrements to our products
on a timely and co-effective basis or at appropriate quality lev:

we have experienced and expect to continue to exypmEr a decrease in the demand for our implementagrvices to the extent
fewer customers license our software products stalied applications

we have experienced and expect to continue to expEr a decrease in the demand for our mainterssreeees, which is related
to our CD business, as many new customers are gsirghour on-demand products and a small numbegaty CD customers
are converting to ¢-demand product:

because we recognize revenue from subscriptiontow-demand services over the term of the agreesma@ownturns or upturns
in sales may not be immediately reflected in owsraping results

we may not successfully achieve market penetratiaur newly targeted markets, including targetoomers we characterize as
middle-market companie:

we may incur costs at a higher than forecastedastee expand our -demand operations; ar
product quality issues may affect forecasted adaptand renewal

We May Incur Additional Restructuring Charges tAatversely Affect Our Operating Results.

We have recorded significant restructuring chargéging to the abandonment of numerous leaseditisj including most notably
portions of our Sunnyvale, California headquartBm.example, in the nine months ended June 3@,204 revised our estimates for
sublease commencement dates based on the remgnmimgyof the lease in Sunnyvale, California andioaed soft market conditions in the
Northern California real estate market, resultimg icharge of $8.6 million. Additional lease abamdent costs, resulting from tl
abandonment of additional facilities could adversdfect our operating results.
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Our Business Could Be Seriously Harmed If We aliRétain Our Key Personnel.

Our future performance depends on the continuedcgeof our senior management, product developraedtsales personnel. The loss
of the services of one or more of these persormétcseriously harm our business. Our ability tairekey employees may be harder given
that we have substantial operations in several @@bic regions, including Sunnyvale, Californiat$tiurgh, Pennsylvania, Atlanta, Georgia
and Bangalore, India. In addition, uncertainty teday turnover of key employees could result thueed confidence in our financial
performance which could cause fluctuations in a@aclks price and result in further turnover of ourgayees.

Our Revenues In Any Quarter May Fluctuate SignifiseBecause Our Sales Cycles Can Be Long and Uigiable.

Our sales cycles can be long and unpredictable ptinghase of our products is often discretionay generally involves a significant
commitment of capital and other resources by aooust. It frequently takes several months to firebizsale and requires approval at a
number of management levels within the customearmiezgtion. We have experienced longer sales cysesresult of the current economic
downturn and more levels of required customer mamegt approvals. The implementation and deploymiotr products requires a
significant commitment of resources by our custanzard third parties and/or professional servicgameations. As a result of the length and
unpredictability of our sales cycle, our revenueany quarter may fluctuate significantly.

Revenues in Any Quarter May Vary to the Extent a&tion of Revenue Is Deferred When Contracts Agaesl. As a Result, Revenues in
Any Quarter May Be Difficult to Predict and Are Binreliable Indicator of Future Performance Trends.

We frequently enter into contracts where we recogonly a portion of the total revenue under thetremt in the quarter in which we
enter into the contract. For example, we may reizegrevenue on a ratable basis over the life ottrract or enter into contracts where the
recognition of revenue is conditioned upon deliveiyuture product or service elements. The portbrevenues recognized on a deferred
basis may vary significantly in any given quarterd revenues in any given quarter are a functieh dbcontracts signed in such quarter and
contracts signed in prior quarters.

Revenues From Our Ariba Spend Management Soureingc8s Could Be Negatively Affected If CustoméestBNot to Renew Their
Contracts and New Deals Are Signed More Infreqyemtid at Lower Selling Prices.

We have several large multi-year contracts forspand management services, some of which comeruprfewal in the next year or
beyond. If these customers do not renew their aotgrupon expiration, or if they elect to use oheur lower-cost self-service solutions, our
future revenues may decrease.

A Decline in Revenues May Have a Disproportionatipdct on Operating Results and Require Further Realos in Our Operating
Expense Levels.

Because our expense levels are relatively fixadémear term and are based in part on expectaifoms future revenues, any decline
in our revenues to a level that is below our exgEmtis would have a disproportionately adverse ohpa our operating results for that
quarter.

We Are Subject to Evolving and Expensive Corpdgateernance Regulations and Requirements. Our FailorAdequately Adhere to
These Requirements or the Failure or Circumvendib®ur Controls and Procedures Could Seriously H&@uor Business and Results of
Operations.

Because we are a publicly-traded company, we djestto certain federal, state and other rulesragdlations, including those
required by the Sarbanes-Oxley Act of 2002. Conmgkawith these evolving regulations is costly agglires a significant diversion of
management time and attention, particularly with
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regard to our disclosure controls and procedurdsoan internal control over financial reporting tidugh we have reviewed our disclosure
and internal controls and procedures in order terdéne whether they are effective, our controld procedures may not be able to prevent
fraud or other errors in the future. Faulty judgtsesimple errors or mistakes, or the failure af personnel to adhere to established controls
and procedures may make it impossible for us tarenthat the objectives of the control system agé # failure of our controls and
procedures to detect fraud or other errors couidsgly harm our business and results of operations

We Sometimes Experience Long Implementation Cyblieish May Increase Our Operating Costs and Delagdgnition of Revenues.

Many of our products are complex applications #ratgenerally deployed with many users. Implemantaif these applications by
enterprises is complex, time consuming and expensiong implementation cycles may delay the redtmmof revenue as some of our
customers engage us to perform system implementséinsices, which can defer revenue recognitioritferelated software license revenue.
In addition, when we experience long implementatigcies, we may incur costs at a higher level #aticipated, which may reduce the
anticipated profitability of a given implementation

If a Sufficient Number of Suppliers Do Not Join &maintain Their Participation In the Ariba Supplidtetwork, It May Not Attract a
Sufficient Number of Buyers and Other Sellers Redub Make the Network Successful.

In order to provide buyers on the Ariba Supplietwrk an organized method for accessing goods endces, we rely on suppliers to
maintain web-based product catalogs, indexing sesvand other content aggregation tools. Any faibfrsuppliers to join the Ariba Supplier
Network in sufficient numbers, or of existing suppt to maintain their participation in the Aribaglier Network as a result of incree
access charges or otherwise, would make the netl@sskattractive to buyers and consequently otingpleers. Our inability to access and
index these catalogs and services provided by mrpplould result in our customers having fewerdpigis and services available to them
through our solutions, which would adversely affibet perceived usefulness of the Ariba Suppliemidet.

We Could Be Subject to Potential Claims Relateduo On-Demand Solutions, As Well As the Ariba Seppletwork.

We warrant to our customers that our on-demandisaliand the Ariba Supplier Network will achieyeesified performance levels to
allow our customers to conduct their transactidmsthe extent we fail to meet warranted performdaeels, we could be obligated to prov
refunds or credits for future use or maintenancether, to the extent that a customer incurs sicgnitt financial hardship due to the failure of
our on-demand solutions or the Ariba Supplier Nekito perform as specified, we could be exposeatiditional liability claims.

Failure to Establish and Maintain Strategic Relatships with Third Parties Could Seriously Harm @usiness, Results of Operations
and Financial Condition.

We have established strategic relationships withraber of other companies. These companies atéedrtt resell our products, to h
our products for their customers, and/or to impletoair products within their customers’ organizatioWe cannot be assured that any
existing or future resellers or hosting or impletagion partners will perform to our expectationsr Example, in the past we have not real
the anticipated benefits from strategic relatiopshwith a number of resellers. If our current dufe strategic partners do not perform to
expectations, or if they experience financial diffties that impair their operating capabilitiear business, operating results and financial
condition could be seriously harmed.
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We Face Intense Competition. If We Are Unable tomfate Successfully, Our Business Will Be Seridistyned.

The market for our solutions is intensely compegitievolving and subject to rapid technologicalrdea This competition could resuli
further price pressure, reduced profit marginslasd of market share, any one of which could sshjoliarm our business. Competitors vary
in size and in the scope and breadth of the predard services they offer. We compete with sevaegbr enterprise software companies,
including SAP AG and Oracle. We also compete wéthesal service providers, including A.T. Kearney &dficKinsey & Company. In
addition, we compete with smaller specialty vendwrsmaller niche providers of sourcing or procugatproducts and services, including
Emptoris, BravoSolution, Zycus, American Expres$ Rerfect Commerce, cc-Hubwoo, Ketera Technolagieslasta. Because spend
management is a relatively new software and saist@ategory, we expect additional competition fitiver established and emerging
companies if this market continues to develop aquard. For example, third parties that currentlp lmaplement Ariba Buyer and our other
products could begin to market products and sesvicat compete with our products and services. dttesd parties, which include IBM,
Accenture, Capgemini, Deloitte Consulting, BearioigPand Unisys, are generally not subject to amitiality or non-compete agreements
that restrict such competitive behavior. Other cetitipn includes established business process ordisg organizations in the procuring
industry including Accenture, Genpact and EDS.

Many of our current and potential competitors, sasfERP software vendors including Oracle and $@Re longer operating histories,
significantly greater financial, technical, markegtiand other resources, significantly greater neenegnition and a larger installed base of
customers than us. These vendors could also inteogipend management solutions that are includpdrasf broader enterprise application
solutions at little or no cost to their customénsaddition, many of our competitors have well-b§thed relationships with our current and
potential customers and have extensive knowledgeioindustry. In the past, we have lost poterdiiEdtomers to competitors for various
reasons, including lower prices and incentivesmatched by us. In addition, current and potentiahpetitors have established or may
establish cooperative relationships among themsealvevith third parties to increase the abilitytlodir products to address customer needs.
Accordingly, it is possible that new competitorsatiances among competitors may emerge and rapidhgase their market share. We also
expect that competition will increase as a reslilhdustry consolidations. The industry has expesé consolidation with both larger and
smaller competitors acquiring companies to broabeir offerings or increase scale. As a resultpvag not be able to successfully compete
against our current and future competitors.

Any Future Acquisitions or Disposition Will Be Sadijto a Number of Risks.
Any future acquisitions or disposition will be sabj to a number of risks, including:
» the diversion of management time and resoul
» the difficulty of assimilating the operations arefsonnel of the acquired compani
« the potential disruption of our ongoing busine
» the difficulty of incorporating acquired technologid rights into our products and servic
e unanticipated expenses related to integration@atiquired companie
» difficulties in implementing and maintaining uniforstandards, controls, procedures and poli
» the impairment of relationships with employees anstomers as a result of any integration of newagament personne
» potential unknown liabilities associated with acgdibusinesses; ai
» impairment of goodwill and other assets acqui
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If We Fail to Develop Products and Services onraély and Cost-Effective Basis, or If Our ProduatServices Contain Defects, Our
Business Could Be Seriously Harmed.

In developing new products and services, we may:
» fail to develop, introduce and market products timeely or cos-effective manner
« find that our products and services are obsoleecompetitive or have shorter life cycles than exge;
» fail to develop new products and services that adedy meet customer requirements or achieve madastptance; ¢
» develop products that contain undetected errofailores when first introduced or as new versioresraleasec

If new releases of our products or potential nemdpcts are delayed, we could experience a deliyssrof revenues and customer
dissatisfaction.

Litigation Could Seriously Harm Our Business.

There can be no assurance that future litigatidhnat have a material adverse effect on our bissinBnancial position, results of
operations or cash flows, or that the amount ofagrued losses is sufficient for any actual losisasmay be incurred. See Note 3 of Notes
to the Condensed Consolidated Financial Statements.

We May Be Required to Record Additional Impairn@&marges in Future Quarters as a Result of the Decih Value of Our Investments
in Auction Rate Securities (“ARS”).

We hold a variety of interest bearing ARS that espnt investments in pools of assets, includingestuloans, commercial paper and
credit derivative products. These ARS investmergdrgended to provide liquidity via an auction pess that resets the applicable interest
rate at predetermined calendar intervals, allovinwgstors to either roll over their holdings ormanmediate liquidity by selling such
interests at par. The continuing uncertaintiehédredit markets have affected all of our holdimg&RS investments and auctions for our
investments in these securities have failed tdesett their respective settlement dates. Conselyyémé investments are not currently liquid
and we will not be able to access these funds arititure auction of these investments is succkssfa buyer is found outside of the auction
process. Contractual maturity dates for these ARBstments range from 2016 to 2047 with principstrithutions occurring on certain
securities prior to maturity.

The valuation of our ARS, along with the rest of awestment portfolio, is subject to uncertaintileat are difficult to predict. Factors
that may impact its valuation include changes @mlitiratings of the securities as well as to theeulying assets supporting those securities,
rates of default of the underlying assets, undeglygiollateral value, discount rates and ongoingnsfth and quality of market credit and
liquidity.

Although we currently have no intent to sell tha$®S investments prior to recovery nor are awaranyf factors that would make suc
sale of the ARS investments more likely than rfdhe current market conditions deteriorate furtloerthe anticipated recovery in market
values does not occur, we may be required to remdditional unrealized losses in other comprehenisisome (loss) or to record all current
and any future unrealized losses as a charge istatement of operations in future quarters. See Re-Fair Value of Our Notes to
Condensed Consolidated Financial Statements fatiaal information about the potential adverse @oipof our investments in ARS.

We May Incur Goodwill Impairment Charges that Adedy Affect Our Operating Results.

We review goodwill for impairment annually and mdrequently if events and circumstances indicaée the asset may be impaired
that the carrying value may not be recoverabletdfaave consider important that
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could trigger an impairment review include, but aot limited to, significant underperformance rgdatto historical or projected future
operating results, significant changes in the manhase of the acquired assets or the strateggdooverall business, significant negative
industry or economic trends, a significant declmeur stock price for a sustained period, and eses in our market capitalization below the
recorded amount of our net assets for a sustai@eddo Our stock price is highly volatile and hage&rienced significant declines recently.
The balance of goodwill is $406.5 million as of 80, 2010 and, there can be no assurance that fydedwill impairments will not occur.

Our Stock Price Is Highly Volatile and the Marketde of Our Common Stock May Decrease in the Future

Our stock price has fluctuated dramatically. Thiere significant risk that the market price of doammon stock will decrease in the
future in response to any of the following factanguding those discussed in other risk factoospa of which are beyond our control:

e variations in our quarterly operating resu

e announcements that our revenues or income are lalalyst’ expectations
» changes in analy¢ estimates of our performance or industry perforrea

» changes in market valuations of similar compar

» sales of large blocks of our common stc

* announcements by us or our competitors of sigmificantracts, acquisitions, strategic partnershgist ventures or capital
commitments

» the loss of a major customer or our failure to ctatgsignificant subscription transactions; i
e additions or departures of key person

We Are at Risk of Further Securities Class Actigigation Due to Our Stock Price Volatility.

In the past, securities class action litigation bfssn been brought against companies followingogisrof volatility in the market price
of their securities. We have experienced significenatility in the price of our stock over the pgears. We may in the future be the target of
similar litigation. Securities litigation could na§ in substantial costs and divert management&n#bn and resources, which could seriously
harm our business.

If the Protection of Our Intellectual Property Isddequate, Our Competitors May Gain Access to Gehmology, and We May Lose
Customers.

We depend on our ability to develop and maintagngfoprietary rights of our technology. To proteat proprietary technology, we re
primarily on a combination of contractual provissoimcluding customer licenses that restrict useuwfproducts, confidentiality agreements
and procedures, and patent, copyright, tradematkrade secret laws. We have 45 patents issudekibnited States of America, but may
develop other proprietary products that are pabdatdespite our efforts, we may not be able taqadéely protect our proprietary rights, and
our competitors may independently develop sim@ahnhology, duplicate our products or design aramdpatents issued to us. This is
particularly true because some foreign laws dgpnatect proprietary rights to the same extent asdtof the United States of America and, in
the case of our solutions, because the validitigreaability and type of protection of proprietarghts in these technologies are uncertain and
evolving. If we fail to adequately protect our prigpary rights, we may lose customers.

There has been a substantial amount of litigaticthé software industry and the Internet industgarding intellectual property rights
is possible that in the future, third parties miayro that we or our current or potential future gwots infringe their intellectual property rigt
We expect that software product developers andigeos of electronic commerce solutions will incieaty be subject to infringement
claims, and third parties may claim that we or cunrent or potential future products infringe theiellectual property. Any
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claims, with or without merit, could be time-consamgy result in costly litigation, divert managemisritime from developing our business,
cause product shipment delays, require us to a@rtteroyalty or licensing agreements or requiréaisatisfy indemnification obligations to
our customers. Royalty or licensing agreementggtired, may not be available on terms acceptahls or at all, which could seriously
harm our business.

In addition, we may need to commence litigatiomate other actions to protect our intellectual grtyprights. These lawsuits and other
potential litigation and actions brought by us cblé costly, time-consuming and distracting to ng@naent and could result in the
impairment or loss of portions of our intellectpabperty. Furthermore, our efforts to enforce atellectual property rights may be met with
defenses, counterclaims and countersuits atta¢ckigalidity and enforceability of our intellectysioperty rights.

We Rely on Third-Party Technology for Our Solutiatéch Might Not be Available to Us in the Future.

We must now, and may in the future have to, licewsetherwise obtain access to intellectual prgpefthird parties. For example, we
are currently dependent on developers’ licensen &P, database, human resource and other systémvare vendors in order to ensure
compliance of our products with their managemenstesys. In addition, we rely on technology that iserise from third parties, including
software that is integrated with internally deveddpsoftware and used in our software products tiope key functions. If we are unable to
continue to license any of this software on comiadiycreasonable terms, or at all, we will faceade in releases of our software until
equivalent technology can be identified, licensedeveloped, and integrated into our current prtglacrequire us to satisfy indemnification
obligations to our customers. These delays, if thegur, could adversely affect our business.

If Our Security Measures Fail or Unauthorized Accs Customer Data Is Otherwise Obtained, Our $ahstMay Be Perceived As Not
Being Secure, Customers May Curtail or Stop Using Sblutions, And We May Incur Significant Lial@g.

Our operations involve the storage and transmissiaur customers’ confidential information, and sty breaches could expose us to
a risk of loss of this information, litigation, iathnity obligations and other liability. If our seity measures are breached as a result of third-
party action, employee error, malfeasance or otiservand, as a result, someone obtains unauthaabs to our customers’ data, our
reputation will be damaged, our business may saffielwe could incur significant liability. Becausehniques used to obtain unauthorized
access or to sabotage systems change frequentlyesedally are not recognized until launched agairiarget, we may be unable to
anticipate these techniques or to implement adequraventative measures. If an actual or percdivedch of our security occurs, the market
perception of the effectiveness of our security sneas could be harmed and we could lose potertiahues and existing customers.

Further, because our products transmit data anodnir#tion belonging to our customers, many custor@edsprospects require us to
meet specific security standards or to maintaimsgccertifications with respect to our productglaoperations. Given the complexity of our
business and the costs and efforts required to thedtigh standards to maintain these securityfications, there is no guarantee that we can
achieve or maintain any such certifications or déads. If we fail to meet the standards for theseisty certifications, it could negatively
impact our ability to attract new or keep existiygtomers and it could seriously harm our business.

Business Disruptions Could Affect Our Operatinguiss

A significant portion of our research and developbeetivities and certain other critical businepsmtions is concentrated in a few
geographic areas. We are a highly automated bussarebsa disruption or failure of our systems caaldse delays in completing sales and
providing services. A major earthquake, fire orestbatastrophic event that results in the destinair disruption of any of our critical
business or information technology systems cowersdy affect our ability to conduct normal busim@perations and, as a result, our future
operating results could be materially and adveraéfgcted.
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Anti-takeover Provisions in Our Charter Documentsl @elaware Law Could Discourage, Delay or Preva@hange in Control of Our
Company and May Affect the Trading Price of Our Gmn Stock.

Certain antitakeover provisions in our certificate of incorpioza and bylaws and certain provisions of Delawave may have the effe
of delaying, deferring or preventing a change intoa of the Company without further action by @ockholders, may discourage bids for
our common stock at a premium over the market mfar common stock and may adversely affect thekat price of our common stock
and other rights of our stockholders.
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Item 2. Unregistered Sales of Equity Securities andse of Proceeds
Purchases of Equity Securities by the Issuer and Afiated Purchasers

We have granted shares of restricted common shatkatlow statutory tax withholding obligations imced upon settlement of those
shares to be satisfied by forfeiting a portionhafgde shares to us. There were no shares acquinesligyon forfeiture of restricted shares
during the quarter ended June 30, 2010.

Item 3. Defaults Upon Senior Securitie:
Not applicable.

Item 5. Other Information
Not applicable.

ltem 6. Exhibits

Exhibit

_No. Exhibit Title

31.1 Certification of Chief Executive Office

31.2 Certification of Chief Financial Office

32.1 Certifications pursuant to 18 U.S.C. Section 1380adopted pursuant to Section 906 of the Sar-Oxley Act of 2002
101 Interactive Data Files pursuant to Rule 405 of Raipn S-T (XBRL).
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, the registrant has duly causisdréport to be signed on its behalf
by the undersigned thereunto duly authorized.

ARIBA, INC.

By: /s/  AHMED R UBAIE
Ahmed Rubaie
Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Officer)

Date: August 5, 2010
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EXHIBIT 31.1
CERTIFICATION

I, Robert M. Calderoni, certify that:
1. I have reviewed this quarterly report on FormrQ 0f Ariba, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directors

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: August 5, 2010

/'s/ ROBERTM. C ALDERONI
Robert M. Calderoni
Chief Executive Officer




EXHIBIT 31.2
CERTIFICATION

I, Ahmed Rubaie, certify that:
1. I have reviewed this quarterly report on FormrQ 0f Ariba, Inc.;

2. Based on my knowledge, this report does notaiominy untrue statement of a material fact or dmn#ttate a material fact necessal
make the statements made, in light of the circuntgts.under which such statements were made, nigadisg with respect to the period
covered by this report;

3. Based on my knowledge, the financial statememid,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amngtfe@ periods presented in this report;

4. The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))%nd internal control over financial reportirag @defined in Exchange Act Rules 13a-
15(f) and 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and procsgdorecaused such disclosure controls and procedaoitge designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhibsidiaries, is made known to us by
others within those entities, particularly durihg tperiod in which this report is being prepared;

(b) Designed such internal control over financégarting, or caused such internal control overrfaial reporting to be designed
under our supervision, to provide reasonable assareegarding the reliability of financial repodiand the preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting principles;

(c) Evaluated the effectiveness of the registragiisslosure controls and procedures and presenteisi report our conclusions
about the effectiveness of the disclosure contints procedures, as of the end of the period coveyehis report based on such
evaluation; and

(d) Disclosed in this report any change in thegggnt's internal control over financial reportitiat occurred during the
registrant’s most recent fiscal quarter (the regits fourth fiscal quarter in the case of an aimeaport) that has materially affected, or
is reasonably likely to materially affect, the igant’s internal control over financial reportiremd

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of directors

(a) All significant deficiencies and material weakses in the design or operation of internal cbotrer financial reporting which
are reasonably likely to adversely affect the regig’s ability to record, process, summarize aqbrt financial information; and

(b) Any fraud, whether or not material, that invedvmanagement or other employees who have a sigmiifiole in the registrant’s
internal control over financial reporting.

Date: August 5, 2010

/s/  AHMED R UBAIE
Ahmed Rubaie
Executive Vice President and
Chief Financial Officer




EXHIBIT 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of Aribac! (the “Company”) on Form 10-Q for the three nimsrended June 30, 2010 as filed
with the Securities and Exchange Commission ord#tte hereof (the “Report”), Robert M. CalderoniCisef Executive Officer of the
Company, and Ahmed Rubaie, as Chief Financial &ffaf the Company, each hereby certifies, pursteah8 U.S.C. § 1350, as adopted
pursuant to 8 906 of the Sarbanes-Oxley Act of 2€t&:

(1) The Report fully complies with the requiremeatsection 13(a) or 15(d) of the Securities ExgwAct of 1934; and
(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and result of operations of the
Company.

/'s/ ROBERTM. C ALDERONI
Robert M. Calderoni
Chief Executive Officer

August 5, 2010

/s!/ AHMED R UBAIE
Ahmed Rubaie
Executive Vice President and
Chief Financial Officer

August 5, 201(



