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CORPORATE DISCLOSURE STATEMENT

In accordance with S.J.C. Rule 1:21, the Appellant, Citrix Systems, Inc.
(“Citrix”), states that it has no parent corporation and that there is no publicly-

held corporation that owns 10 percent or more of the stock of Citrix.
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I. INTRODUCTION AND REQUEST FOR DIRECT APPELLATE
REVIEW

The Massachusetts sales tax statute (G.L. c. 64H) imposes a tax on the
sale of standardized computer software but not on the sale of services (other
than telecommunications services). This appeal presents a question of first
impression: whether sales of services that are provided to the customer using
computer software and networks that the customer can access over the Internet
should be treated for tax purposes as sales of services or sales of the
underlying software. Many of the country’s largest Internet companies
provide this type of services to their customers.

This question has attracted the attention of the Commissioner of
Revenue (the “Commissioner”), other state revenue authorities, and
commentators. The leading treatise on state taxation described the
Commissioner’s approach in this case (which the Board ultimately upheld) as
“puzzling.” 2 Hellerstein & Swain, State Taxation 9 13.06A[3][c][i] (3d ed.
2001, upd. Dec. 2018). The Commissioner’s efforts to provide clearer

guidance have failed.> The Court should grant direct appellate review in order

I Examples include Google, Facebook, Amazon Web Services, eBay,
Salesforce, Bloomberg, and Uber.

2 On February 17, 2013, the Commissioner requested public comment on a
Working Draft Directive addressing the question, which he has not yet
finalized. See Working Draft Directive 13-xx (Feb. 17, 2013), available at
https://www.mass.gov/directive/working-draft-directive-13-xx-criteria-for-

9



to provide a clear and definitive rule for application by the Commissioner, the
Appellate Tax Board (the “Board”), and the courts of the Commonwealth.
Because Chapter 64H treats sellers of tangible personal property and
sellers of services differently in a number of respects (see pp. 14-16 below), a
set of principles distinguishing between sales of tangible personal property

and other sales has been needed since the sales tax was first enacted in 1966.°

determining-whether-a-transaction-is-a-taxable. =~ Before and after that
abortive attempt at general guidance, the Commissioner issued at least twenty
rulings on particular types of online offerings. See Letter Rulings 08-5 (Mar.
24, 2008), 08-6 (Mar. 26, 2008), 10-1 (Feb. 22, 2010), 11-2 (Mar. 4, 2011),
11-3 (Mar. 24, 2011), 11-4 (Apr. 12, 2011), 12-1 (Jan. 12, 2012), 12-4 (May
7,2012), 12-5 (May 7, 2012), 12-6 (May 21, 2012), 12-8 (Nov. 8, 2013), 12-
10 (Sept. 25, 2012), 12-11 (Sept. 25, 2012), 12-13 (Nov. 9, 2012), 13-2 (Mar.
11, 2013), 13-5 (June 4, 2013), 14-1 (Feb. 10, 2014), 14-4 (May 29, 2014),
16-1 (Jan. 8, 2016), 17-1 (Mar. 23, 2017). Representative commentary
includes 2 Hellerstein & Swain, supra, 9 13.06A[1] & 13.06A[3] (3d ed.
2001, upd. through Dec. 2018) (recognizing difficulty of “any effort to force
the complex reality of cloud computing into the Procrustean bed” of existing
sales tax rules and describing different approaches to the classification
question applied by state tax authorities) and Kranz & Kitamura, “Taxing
Software & Cloud Computing: Yesterday’s Law, Today’s Technology,” 62
State Tax Notes 737, 741-743 (Dec. 12, 2011).

3 See, e.g., Emerg. Reg. No. 3(3) (Apr. 28, 1966) (distinguishing between
taxable leases of tangible personal property and nontaxable service contracts
in which the vendor uses tangible personal property to provide the services);
Emerg. Reg. No. 10(1) & (2) (July 7, 1966) (treating advertising transactions
as sales of services, notwithstanding transfer of collateral materials as part of
the transaction, but treating commercial artists as vendors of tangible personal
property, regardless of whether the art work is sold for single use or for
reproduction); Emerg. Reg. No. 12(2) & (4) (July 7, 1966) (treating
construction contractors as sellers of services or real property, but
distinguishing installation contracts, which are treated instead as bundled

10



Those principles have required some adjustment to keep pace with the
development of the digital economy, but they have largely been up to the task.
In its decision below, however, the Board ignored the traditional rules for
differentiating between property and service transactions. It relied instead on
an overbroad and imprecise reading of both a 2005 legislative change (the
“2005 Legislation,” described in the next paragraph) and an accompanying
regulation issued by the Commissioner, 830 C.M.R. 64H.1.3(3)(a) (2006), to
hold that any vendor that provides services in a manner that requires its
customers to access the vendor’s computer servers over the Internet is making
a taxable sale of the software on those servers.

Until 2005, computer software was treated as tangible personal
property within the meaning of G.L. c. 64H, § 1, only if it met two criteria:
(1) it was standardized, or “canned,” software (designed to be sold in the same

form to multiple customers, rather than developed to fit the needs of a

transfers of tangible personal property and installation services). See also,
e.g., Browning-Ferris Indus., Inc. v. State Tax Comm’n, 375 Mass. 326, 328-
30 (1978) (distinguishing dumpster rental charge from service fee for trash
removal); New York Times Co. v. Commissioner of Rev., 22 Mass. App. Tax
Bd. Rep. 177, 189, 1997 WL 402605 (1997) (discussing case law
“distinguishing sales or leases of property from sales of transportation
services” and applying it to aircraft leasing transaction), aff’d on other
grounds, 427 Mass. 399 (1998).

11



particular customer),* and (2) it was delivered to the customer on a tangible
medium.® In the early part of the last decade, as the electronic download of
software over the Internet became practical and eventually the dominant form
of software transfer, the exception under which electronic transfers were not
subject to tax threatened to swallow the rule that sales of canned software were
taxable.® In 2005, therefore, the Legislature amended the statute to provide
that “[a] transfer of standardized computer software, including but not limited
to electronic, telephonic, or similar transfer, shall also be considered a transfer

of tangible personal property.”  St.2005, c. 163, §34 (the ‘2005

* Under a regulation originally issued by the Commissioner in 1987, canned
software is treated as computer equipment, the sale of which is generally
subject to tax, while sales of custom software are treated as exempt
professional services transactions. 830 C.M.R. 64H.1.3(2), (3), & (6) (1987).
(Although similar concepts appeared in an earlier regulation, 830 C.M.R.
64H.06(6) (1981), the rule took its current form in the 1987 regulation.)

> See 830 C.M.R. 64H.1.3(12) (1987) (transfers of software not taxable
“unless the vendor transfers an otherwise taxable storage medium imprinted
with the programs”); DOR Directive 01-3 (May 8, 2001), available at
https://www.mass.gov/directive/directive-01-3-sales-tax-consequences-of-
computer-software-load-and-leave-transactions (describing non-taxability of
electronic transfers of software and extending non-taxability to “load and
leave” transactions).

6 See DOR Directive 01-3 (May 8, 2001) (describing sales tax rule as well as
difficulty, at that time, of transferring software electronically); Shakow,
“Taxation of Cloud Computing and Digital Content,” U. Penn. Faculty
Scholarship 475, pp. 9-11 (2013), http://scholarship.law.upenn.edu/faculty -
scholarship/475 (discussing sales tax challenges raised by transition in mode
of software delivery).
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Legislation™).

Since 2005, however, new models have developed for the delivery of
services using computer hardware and software. Online companies today
provide services to customers using automated systems involving computer
servers and software that is maintained and operated by the vendor.’
Examples of this “software-as-a-service” or “SaaS” business model include
Salesforce, Dropbox, and the Citrix Online Offerings described below.

The Board in this case ignored the historical rules for distinguishing
sales of property from sales of services, and relied instead on an untenable
reading of the 2005 Legislation to hold that Citrix’s Online Offerings were
sales of software rather than services. In treating the ability of Citrix’s
subscribers “to use” or have “access to” an online system driven by software
as sufficient to give rise to a tax (ATB Op. 552%), the Board failed to articulate
any limiting principle. The Board’s reading of the 2005 Legislation would
potentially recharacterize the entire range of services provided using online

software—from advertising to ride sharing to web hosting and virtualization

7 See Kranz & Kitamura, supra at 740-741 (describing different “cloud
computing” service models).

8 “ATB Op.” refers to the Board’s Findings of Fact and Report, reproduced in
the Addendum beginning at page 44. Page references are to the Board’s
advance sheet pagination, not to the Addendum pagination.

13



to database access—as software sales, even though none involves actually
transferring control of any software product to a consumer.’

The Board’s ruling is incorrect as to Citrix and fails to provide
necessary guidance to the many other market participants that provide
software-based services to Massachusetts customers. The Court should grant
direct appellate review in order to clarify how the sales tax applies to this
critical sector of the Massachusetts (and national) economy. The Court should
make clear, in particular, that software-as-a-service transactions like
subscriptions to Citrix’s Online Offerings are not taxed as sales of software,
because they do not involve a transfer of control over software for
consideration and because their true object is the provision of online services.

II. STATEMENT OF PRIOR PROCEEDINGS

A. The Distinction Between Sales of Tangible Personal
Property and Sales of Services under the Massachusetts
Sales Tax

The Massachusetts sales tax differentiates between vendors selling

? To date, enterprises in each of those businesses have been treated as service
providers for sales tax purposes, so that, unlike vendors of tangible personal
property, they pay tax on their business inputs and do not collect tax on their
retail sales. See 830 C.M.R. 64H.1.2(3) (advertising); 830 C.M.R.
64H.25.1(16) (limousine business treated as transportation service); 830
C.M.R. 64H.1.3(9) (computer data processing treated as service); Letter
Rulings 81-41 (May 27, 1981), 85-61 (operation of computer servers treated
as data processing); 830 C.M.R. 64H.1.3(13) (database access treated as
service transaction).
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tangible personal property and those selling services in a number of respects.
A vendor selling tangible personal property to Massachusetts customers is
generally required to collect sales or use tax on sales of such property, while
a vendor selling only services (other than telecommunications services) is not
required to collect tax on its sales.!”

Conversely, since the sales tax is a tax on retail consumption, a vendor
that sells tangible personal property is often eligible for sales tax exemptions
when it purchases property that contributes to its inventory. So, for instance,
goods purchased for “resale in the regular course of business” are exempt from

tax as part of the definition of “retail sale” in c. 64H, § 1, and purchases of

10 Section 2 of Chapter 64H technically imposes the tax (which the vendor
collects from the customer under G.L. c. 64H, § 3) on “sales at retail ... of
tangible personal property or of services performed in the commonwealth.”
The reference to services, however, is a vestige of the abortive attempt in
legislation enacted in 1990 to expand the retail tax to a lengthy list of services.
See St. 1990, c. 121, §§ 42, 43 (amending Section 2 to add the services
reference and simultaneously amending G.L. ¢. 64H, § 1, to add a list of
taxable services, both effective March 6, 1991 under St. 1990, c. 121, § 111).
Just as the 1990 amendments were to take effect, the extension of the tax to
services was essentially repealed. See St. 1991, ¢. 4, § 5 (amending definition
of “services” to provide “that the term services shall be limited to
telecommunications services”); St. 1991, c. 4, § 2 (amending definition of
“sale at retail” in Section 1 to exclude “professional, insurance, or personal
service transactions which involve no sale or which involve sales as
inconsequential elements for which no separate charges are made”). The only
taxable class of services under current law is therefore telecommunications
services.

15



certain materials and machinery used in manufacturing are exempt from tax
under c¢. 64H, § 6(r)-(s). Those input exemptions are designed to avoid
“pyramiding” of the sales tax;!! they accordingly are not available for inputs
that a vendor uses in providing services when those services are not subject to
the retail tax.

Vendors selling services thus ordinarily pay a tax on all of the business
inputs used in providing those services, but they collect no tax on the services
they sell. Vendors selling tangible personal property generally collect tax on
their sales of the property, but they are entitled to exemptions on many
business inputs related to those sales.

B. Citrix’s Application of the Property/Services Distinction in
Filing its Sales Tax Returns

Citrix timely filed sales and use tax returns for the tax periods at issue

(ranging from 2007 through 2011) and timely paid the amounts shown as due

! Tax “pyramiding” in the context of consumption taxes refers to the repeated
taxation of the same value when a single economic product is transferred
among firms as it moves from one stage of production to another. It is
considered economically undesirable because, by imposing a higher tax
burden on complex products where production is divided among multiple
firms and a lower tax burden on products with few production stages or that
are produced by a vertically integrated firm, the tax discriminates among
industries and business structures. See Gamage & Shanske, “Tax
Cannibalization and Fiscal Federalism in the United States,” 111 Nw. U. L.
Rev. 295, 364-65 (2017); Chamberlain & Fleenor, “Tax Pyramiding: The
Economic Consequences Of Gross Receipts Taxes,” 43 State Tax Notes 457
(Feb. 19, 2007).

16



thereon. ATB Op. 538, 539. In preparing those returns, Citrix treated some
of its sales (the “Online Offerings” described below) as sales of services, not
as sales of tangible personal property. Id. at 540. The Commissioner
disagreed and ultimately assessed taxes on Citrix’s receipts from sales of the
Online Offerings. Id.

The Commissioner first audited an initial set of Citrix’s returns (for the
periods April, 2007, through June, 2009) and proposed a tax assessment with
respect to the Online Offerings. Id. at 539. Before finalizing that assessment,
the Commissioner considered a letter ruling request from Citrix, in response
to which he ruled that sales of the Online Offerings would be treated as taxable
sales of prewritten software. Id. at 539 n.2."?

The Commissioner subsequently assessed additional sales taxes based
on that conclusion, together with penalties for substantial understatement of
the tax (see G.L. c. 62C, § 35A(b)(2)), both for the tax periods involved in the
initial audit and for a second set of tax periods involved in a subsequent audit
(October, 2009, through December, 2011). ATB Op. 539-540. Citrix timely

applied for abatement of the tax and penalties, which the Commissioner

12 The ruling was published as Letter Ruling 12-10 (Sept. 25, 2012), available
at https://www.mass.gov/letter-ruling/letter-ruling-12-10-screen-sharing-
software-and-the-massachusetts-salesuse-tax.
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denied; Citrix then timely filed petitions with the Board. 1d.

The Board held a hearing on Citrix’s petitions on February 10, 2016.
Add. 42." On April 12, 2017, the Board issued a decision abating the
penalties but upholding the Commissioner’s tax assessments. Add. 40, 43.
On November 2, 2018, the Board issued its Findings of Fact and Report, and
on December 31, 2018, Citrix timely filed a notice of appeal. 1d.

III. STATEMENT OF RELEVANT FACTS
A.  Description of the Online Offerings

During the tax periods at issue, Citrix sold monthly or annual
subscriptions to three types of offerings, described below as “GoToMyPC,”
“GoToAssist,” and “GoToMeeting” (collectively, the “Online Offerings”).!*

ATB Op. 540. While each offering had its own features, they all involved

13 “Add.” refers to the addendum to this Application, which is paginated
consecutively with the Application. Although the docket sheet for Docket No.
C321160, included in the Addendum at pages 38-40, erroneously shows the
hearing occurring on February 9, 2016, the docket entries from December 15
and December 18, 2015, correctly state that the hearing was scheduled for
February 10, 2016, together with the hearing in Docket No. C325421.

14 Although the parties’ Statement of Agreed Facts (referred to herein
as “Stip.,” and reproduced in relevant part in the Addendum beginning
at page

Statement of Agreed Facts 66) called these screen-sharing services the
“Online Offerings” (Stip. 99 113-18), the Board’s opinion refers to them as
“Online Products” (id. at 540), or in some cases “software product[s]” or
“software applications” (id. at 542, 543, 544). So as not to prejudge the
question at issue, this Application uses the parties’ agreed terminology.

18



screen sharing. Specifically, in each offering, Citrix used its software and
server network to maintain a screen-sharing connection among two or more
computers (or other devices, such as a mobile phone or tablet). ATB Op. 540-
541. Using that connection, a “remote” computer or device could be used to
view, and in some cases control, the operations of a “host” computer. Id.
Neither the hardware—the host and remote machines—nor the software
running on those machines was provided by Citrix.!> 1d. at 541. Citrix used
its own software and server network to “allow[] the user of the remote
computer to see the screen output of the host computer and, if applicable, to
share access to input control via keyboard and a pointing device.” 1d.
GoToMyPC used the screen-sharing connection between two machines
generally owned by the same person for the purpose of remote access. 1d. at
542. A subscriber could use GoToMyPC to work remotely by accessing a
work computer from home, or vice versa. The screen-sharing connection
allowed the subscriber to see the screen output of the host computer on the
remote device and to use the input functions of the remote device to operate

the host computer. Id. at 542-543.

15 Citrix did provide “Endpoint Software” that was installed on the host and
remote machines in order to connect them to the relevant Online Offering.
ATB Op. 543 n.4.
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Similarly, GoToAssist provided the same sort of remote access
connection in order to facilitate online technical support. A GoToAssist
subscriber would typically be a technical support professional or firm that
needed to troubleshoot problems on computers operated by the subscriber’s
clients. 1d. at 543. The GoToAssist connection would give the technical
support professional real-time access to a client’s computer in order to
perform troubleshooting. Id. at 543-544.

Finally, customers with a subscription to GoToMeeting could take
advantage of the screen-sharing connection provided by Citrix to engage in
online meetings, presentations, demonstrations, and collaboration. Id. at
544.'% The subscriber in this case (a meeting organizer) would operate a host
computer and provide links to one or more third parties that would enable
them to view the screen or portion thereof shared from the subscriber’s host
computer. Id. at 544-545.

For all three Online Offerings, Citrix used its proprietary software and
dedicated network of servers and other computer hardware to maintain the

screen-sharing connection. 1d. at 542-545. At no time did a subscriber obtain

16 GoToMeeting included an offering branded under that name, as well as
offerings branded as “GoToWebinar” and “GoToTraining,” which provided
more specialized online meeting environments. See ATB Op. 544.
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a copy of or control over that software (or the accompanying network
hardware), although both subscribers and non-subscribers were able to
download free of charge the “Endpoint Software” needed to connect their
computers to Citrix’s servers. Id.; Stip. 9 115, 120, 125, 129, 130.

B.  Citrix’s Sales of Subscriptions to the Online Offerings

Citrix sold subscriptions to each of the Online Offerings for a monthly
or annual fee; a subscription entitled the subscriber to initiate an unlimited
number of screen sharing sessions during the subscription period. Id. at 541.
Citrix marketed the Online Offerings to prospective subscribers as “services,”
and its Subscription Agreements, invoices, and other customer-facing
documents (forms or samples of which were introduced in evidence)
consistently use that terminology. Id. at 542 n.3; see Stip. Ex. 79-91.!7 In
congruity with the documentation, the subscribers themselves viewed the

Online Offerings as services. Citrix’s witness testified at the hearing that

7"A typical reference appears in the first paragraph of the Terms and
Conditions attached to Citrix’s Master Subscription Agreement:

1. Description of Services. Citrix Online’s remote access service
products consist of GoToAssist®, GoToMeeting®, GoToWebinar®
and GoToMyPC® (individually and collectively referred to as the
“Services”), as more fully described in subsections (a) through (d)
immediately below.

Stip. Ex. 84, p. 2. See also Stip. Ex. 85, q 2 (Citrix Online Terms of Service,
including similar description of services).
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99 ¢¢

subscribers were “ultimately looking for” “the ability to connect with other
entities” through screen sharing, and that what customers were paying for was
“to access the service.” Tr. 35, 47.13

Under the subscription documents, Citrix did not transfer title to or
possession of any software to its subscribers or grant them any license to use
Citrix software (Stip. Ex. 84, 85), although subscribers were permitted to
“access and use” certain applications “for the sole purpose of” receiving the
service subscribed for (Stip. Ex. 84, q 1(a)-(d); Stip. Ex. 85 99 2.1-2.9)."

Citrix earned substantial revenues from the Online Offerings and, as a
publicly-traded corporation, it issued (and filed with the U.S. Securities and
Exchange Commission) annual shareholder reports in which it detailed its
business activities and revenue sources. In those reports, Citrix described a
separate “Online Services division,” consisting principally of the Online

Offerings, and reported its online services revenues separately from those

derived from software licenses and license updates.’® The worldwide annual

18 «“Tr.” refers to the transcript of the February 10, 2016, hearing. Cited pages
of the hearing transcript are reproduced in the Addendum beginning at page
113.

19 The Board quoted the “access and use” terminology from those agreements
without noting the accompanying limitation on that access and use. See ATB
Op. 542.

20 See Stip. Ex. 74, pp. 3, 5,

5, 34; Stip. Ex. 75, pp. 3, 5, 36; Stip. Ex. 76, pp. 4-
5, 38; Stip. Ex. 77, pp. 4-5,

3 5
37; Stip. Ex. 78, pp. 6-7, 41. The annual report
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revenues in that category ranged from $213.7 million in 2007 to $430.2
million in 2011 and represented between 15% and 20% of Citrix’s total net
revenues for each calendar year. Stip. Ex. 74-78, p. F-4.

C.  Citrix’s Activities in Providing the Online Offerings

In providing the Online Offerings to its subscribers, Citrix used an
extensive, dedicated network of web servers and other computer hardware
(the “Network Hardware”),?! along with proprietary software installed on its
servers (the “Server Software”). ATB Op. 542, 546. In order to maintain,
configure, and operate the Network Hardware and Server Software, Citrix
employed a 130-person Technical Operations Team led by its Vice President
of Technology Operations, Anshuman Kanwar, who testified before the
Board. ATB Op. 546.

The Technical Operations Team, which was separate from Citrix’s
software development and customer service teams (see Tr. 40, 44-45),

continuously monitored and reconfigured the Network Hardware and Server

for 2011 (Stip. Ex. 78) continues to refer to the business unit selling the Online
Offerings as Citrix’s “Online Services division” but also introduces the term
“Software as a Service” in reference to the business and its revenues.

21 The Board summarized trial testimony about the extent and complexity of
the Network Hardware by noting that it involved “between 5,000 and 7,000
servers, approximately 200 routers and switches, and vast storage capacity.”
ATB Op. 546.
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Software to ensure that the system was providing adequate capacity to handle
customer demand; to identify, diagnose, and resolve issues and faults (which
could include substandard performance, malicious attacks, or overutilization);
to control the routing of traffic on the network; and to test and deploy
hardware and software upgrades. ATB Op. 546-547; Tr. 37-38, 57-58. The
Team’s work, which Mr. Kanwar analogized variously to flying an airplane
and operating a medical practice, required it to monitor one million data points
approximately every five minutes and to respond to approximately 4,000
incidents every three months. Tr. 33, 36-37, 56-57. The parties stipulated
that the activities of Citrix’s Technical Operations team amounted to
“control[]” over the Network Hardware and Server Software. Stip. § 115.

IV. ISSUES OF LAW RAISED BY THIS APPEAL

Whether the Appellate Tax Board erred in holding that Citrix’s receipts
from sales of subscriptions for the Online Offerings were taxable receipts
from the sale of computer software rather than non-taxable receipts from the

sale of computer services.

V. REASONS FOR GRANTING DIRECT APPELLATE REVIEW

This case presents “questions of first impression [and] novel questions
of law which should be submitted for final determination” to this Court. Mass.

R. App. P. 11(a). But for one decision of an intermediate appellate court in
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Michigan, the question presented is of first impression nationwide.

The legal distinction between taxable sales of computer software and
nontaxable sales of computer services that the vendor uses software to provide
is increasingly important as cloud computing, hosted software, and SaaS
become more common. Existing Massachusetts law on classifying SaaS
transactions is unclear. The Board’s decision, based on a misreading of the
2005 Legislation and a conclusory assertion about the object of Citrix’s
subscribers in purchasing the Online Offerings, only adds to the confusion.
Direct review is warranted not only to correct the Board’s erroneous decision
as to Citrix, but also to provide guidance on an important issue for the
Commissioner, taxpayers, and the Board.

A.  The Correct Sales Tax Classification of “Software-as-a-

Service” is Important and Warrants Direct Appellate
Review

A vendor selling tangible personal property in Massachusetts is
generally required to collect sales or use tax, while a vendor selling only
services (other than telecommunications services) is not.?> Conversely, a
vendor of tangible personal property is entitled to sales tax exemptions on

many of its business inputs. As explained above (pp. 14-16), the

22 Gee G.L. c. 64H, § 2 (imposing tax); G.L. c. 64H, § 1 (limiting taxable
“services” to “telecommunications services” and excluding “professional,
insurance, or personal service transactions” from definition of “retail sale”).
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manufacturing, purchase-for-resale, and other input exemptions avoid
“pyramiding” of the tax and are not available to vendors selling services.

Accordingly, the classification of a vendor’s sales has significant
impacts on the sales taxation of both the vendor’s sales and its purchases.
Because Citrix treated its Online Offerings as services, not tangible personal
property, it did not collect sales tax when it sold them—and it also did not
claim exemptions on purchases of the Network Hardware, any standardized
software components that became part of the Server Software, or the
machinery and materials used in “manufacturing” the Server Software.?* The
Board ruled otherwise and upheld tax assessments totaling approximately
$2.4 million for the periods at issue. Stip. § 105. In doing so, the Board
addressed the important question of how to classify SaaS transactions—as
sales of software or of services—under Chapter 64H.

The issue affects more than just Citrix. SaaS and cloud computing have
supplanted on-premises deployment as the dominant business models for

4

delivering software-related services. > More generally, almost every

23 Citrix would have needed to claim those offsetting exemptions at the time
of purchase (see, e.g., G.L. c. 64H, § 8, requiring presentation of resale and
exempt use certificates), and they would have affected its tax liabilities in the
many jurisdictions in which its Network Hardware and Server Software were
located, not just in Massachusetts.

24 See Kranz & Kitamura, supra at 740-741.
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significant online company—including Google, Facebook, Amazon Web
Services, eBay, Salesforce, Bloomberg, and Uber—provides services that
customers can access over the Internet and that are delivered using a
combination of computer software and networks. The Commissioner and
taxpayers need clear rules in order to determine whether provision of services
using software is taxable or not, and also whether a SaaS vendor can claim
exemptions on purchases of input materials.

[lustrating the scope of the issue, the Commissioner issued no fewer
than twenty letter rulings between 2008 and 2017 addressing the software or

service characterization of various transactions. 2

But taxpayers,
commentators, and the Commissioner himself have had difficulty drawing a
general rule from that series of fact-specific determinations. The leading state
taxation treatise, after acknowledging the “troublesome state tax issues”
raised by SaaS (2 Hellerstein & Swain, supra, § 13.06A), criticized the
Commissioner’s approach in this very matter as “puzzling” (id. at
9 13.06A[3][c][1], describing Letter Rulings 12-6 and 12-10 as examples of a

“puzzling trend[]” to “casually” classify transactions as sales of software

based on “perfunctory analysis”). Over six years ago, the Commissioner

25 See supra note 2.
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attempted to craft general guidance on the question by circulating Working
Draft Directive 13-xx for public comment, but it was never finalized. See
supra note 2.

Despite the administrative resources the Commissioner has devoted to
the issue, this matter is the first decided case in Massachusetts addressing the
sales or use tax characterization of a SaaS transaction. Citrix has identified
only one other decided case anywhere in the country. In Auto-Owners
Insurance Co. v. Department of Treasury, the taxpayer had purchased
subscriptions to remote access and online meeting offerings very similar to
GoToMyPC and GoToMeeting. 313 Mich.App. 56, 63-64 (2015). The
Michigan Court of Appeals determined that, while those offerings involved
delivery of software under Michigan law (id. at 76-78), the transactions were
nevertheless not taxable because the use of the software was incidental to the
transaction’s true object, which was the purchase of remote access and online
meeting services (id. at 78-82).

B. The Commissioner and Taxpayers Need Definitive

Guidance to Properly Apply Sales Tax Rules to a
Significant and Growing Industry

Determining whether a SaaS transaction involves a taxable sale of
tangible personal property under Chapter 64H raises a two-part inquiry:

(1) has the vendor transferred title or possession of property to its customer,
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as opposed to simply performing a service using its own property;*® and (2) if
both property and services are provided, is the true object of the transaction
the purchase of the services or the property??” The Board’s decision below
improperly short-circuited both parts of that inquiry. It incorrectly treated the
2005 Legislation as conclusively resolving the question whether a transfer had
occurred, and it incorrectly determined the “object of the transaction” based
on its own assumption about the objectives of Citrix’s subscribers rather than
by applying the law to the evidence before it. Because of those errors, the
Board not only reached the wrong result, it also failed to provide the guidance
needed for the Commissioner and taxpayers to determine the character of any
other SaaS transaction.

In order to have a “sale” of tangible personal property, the statute
requires a “transfer of title or possession, or both, exchange, barter, lease,
rental, conditional or otherwise ... for a consideration, in any manner or by

any means whatsoever.” G.L. c. 64H, § 1. SaaS arrangements involve no

26 See G.L. c. 64H, § 1 (defining “sale” as “transfer of title or possession™);
New York Times, 22 Mass. App. Tax Bd. Rep. at 188 (1997 WL 402605, *8)
& n.12 (distinguishing between property and services transactions and noting
that transfer of possession is sine qua non of “sale” under statute).

27 See 830 C.M.R. 64H.1.1(2)(a) (no sales tax when “real object of the
transaction is the service itself”’); Houghton Mifflin Co. v. State Tax Comm’n,
373 Mass. 772, 774 (1977).
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transfer of title; taxability therefore turns on whether possession of the
software is transferred to the customer. This same issue arises in
distinguishing between a taxable lease of tangible personal property and a
non-taxable transfer of services delivered using the property.?® Cases
applying that distinction have focused on the extent to which the customer has
control over the property. See New York Times, 22 Mass. App. Tax Bd. Rep.
at 188-189 (1997 WL 402605, *8-9) & nn.12-13 (citing cases); cf. City of
Boston v. Mac-Gray Co., 371 Mass. 825, 827-828 (1977) (distinguishing
laundry service provided using coin-operated machines from leasing of
machines).

The Board’s findings of fact and report do not mention the authorities
on transfer of possession, because the Board held that the 2005 Legislation
and a conforming 2006 amendment to the Commissioner’s regulations treat
mere access to online software as a taxable sale. The Board’s interpretation
is incorrect. The 2005 Legislation added language to the “tangible personal
property” definition in Section 1 that explicitly requires a “transfer,” not mere

“access” to software:

28 See Emerg. Reg. No. 3(3), supra (“to constitute a taxable transaction,
possession of the property must be transferred”; possession passes “whenever
the property is under [the lessee’s] control””); Donovan, Massachusetts Sales
& Use Tax Manual Revised at 169-170 (upd. 1995).
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A transfer of standardized computer software, including but not
limited to electronic, telephonic, or similar transfer, shall also be
considered a transfer of tangible personal property.

St. 2005, c. 163, § 34 (emphasis added). The amendment thus did not change
the requirement that there be a “transfer of title or possession” in order to have
a “sale” as defined in Section 1.

Similarly, the regulatory language adopted by the Commissioner in
2006 requires a “sale” in order to trigger a tax. Transferring a right to use
software remotely is simply one of the “ways” that such a sale can be
“effected”:

Taxable transfers of prewritten software include sales effected in

any of the following ways ... licenses and leases, transfers of

rights to use software installed on a remote server, upgrades, and
license upgrades.

830 C.M.R. 64H.1.3(3)(a) (2006) (emphases added). The Board, however,
never answered the question whether Citrix sold (transferred possession) of
the Network Hardware and Server Software to its subscribers. The answer is
no: indeed, the parties stipulated that Citrix’s Technical Operations team
maintained control over the Server Software. Stip. 4 115. Accordingly, had
the Board considered the matter, it would necessarily have determined that
there was no transfer of possession, because Citrix did not transfer control of
the Server Software to its subscribers within the meaning of New York Times,

22 Mass. App. Tax Bd. Rep. at 188-189 (1997 WL 402605, *8-9), and the
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authorities there cited. By bypassing the question of a “sale” entirely, the
Board failed to engage with the key threshold inquiry under the statute, which
was legal error.

Even to the extent Citrix could be said to have transferred possession
of software for a consideration® to its subscribers, the question would remain
whether the customers’ object was to obtain that software or to obtain
services. The Board acknowledged that, because the Online Offerings
involved an “integrated” service component as well as the use of software
(ATB Op. 556), “‘the character of the transaction must be analyzed to
ascertain whether the buyer’s basic purpose was to acquire the property which
was sold to it, or to obtain the services.”” Id., quoting Commissioner of Rev.
v. Houghton Mifflin Co., 396 Mass. 666, 670 (1986).

The Board’s treatment of the object of the transaction, however, did not
square with the passage it quoted from this Court’s Houghton Mifflin decision.
Instead of “analyz[ing]” the character of Citrix’s transactions based on the
evidence, the Board stated conclusively that

the basic purpose of Citrix’s customers in purchasing [Online
Offerings] is to acquire access to and use of the product(s), each

29 Although Citrix did provide “Endpoint Software” to subscribers and non-
subscribers alike to facilitate a connection to each of the Online Offerings (Tr.
46-48), that software was freely downloadable without charge (id.), and
therefore did not involve a transfer “for a consideration” under c. 64H, § 2.
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of which constitutes standardized computer software.

ATB Op. 558-559. While the Board referred generically to “the evidence,” it
did not cite any testimony or exhibit in its entire discussion of the issue.
Id. 556-559. To the contrary, it “acknowledge[d]” Citrix’s unrebutted
evidence that the object of its subscribers was to obtain services. 1d. 558. That
evidence included marketing materials, subscription agreements, and other
customer documents uniformly describing the Online Offerings as services,
as well as testimony regarding subscribers’ intention to obtain a service. See
supra pp. 21-22. Instead of analyzing the evidence, the Board purported to
rely on “common sense” and the Commissioner having previously reached the
same conclusion in his Letter Ruling issued to Citrix. ATB Op. 556-557. By
elevating its own speculation over the evidence, the Board applied the same
sort of casual and perfunctory reasoning that leading commentators call
“puzzling,” see supra p. 27, and disregarded this Court’s admonition that such
a determination “depends on the facts.” Houghton Mifflin, 373 Mass. at 774.
VI. CONCLUSION

This case presents a matter of first impression that affects a wide swath
of the digital economy in which taxpayers are purchasing or selling services
delivered using software. The Court should grant direct appellate review in
order to correct the errors made by the Board and bring clarity to this

important question.

33



March 21, 2019

Respectfully submitted,

CITRIX SYSTEMS, INC.
By its attorneys,

/s/ Matthew D. Schnall

Matthew D. Schnall (BBO #564990)

Mark C. Fleming (BBO #639358)

Greg Schmidt (BBO #692106)

WILMER CUTLER PICKERING HALE AND
DORR LLP

60 State Street

Boston, MA 02109

(617) 526-6000

matt.schnall@wilmerhale.com

mark.fleming@wilmerhale.com

greg.schmidt@wilmerhale.com

34



ADDENDUM

35



Addendum Table of Contents

Page
Appellate Tax Board Docket ENtries...........cccvevciiieriieniiieciieeieeie e 37
Appellate Tax Board Findings of Fact and Report..........cccccooviiiiiiinnnnne. 44
Excerpts from Statement of Agreed Facts and Exhibits
Statement of Agreed Facts.........ccocvvveeiiiieiiiiee e, 66
EXRIDIt 74 ..ot 76
EXRIDIE 75 oot 82
EXRIDIE 76 .o 87
EXRIDIE 77 oottt 95
EXRIDIE 78 oottt 102
EXRIDIt 84 ..o e 108
EXRIDIt 85 ..o e 110
Excerpts from TransSCript ..........coeeeeiiieieiiee et 113

36



COURT Appellate Tax Board

CLERK’S OFFICE
- Date: January 16, 2019

RE: Citrix Systems Inc.

V.

Commissioner of Revenue

Docket Nos. (321160

C325421
For plaintiff: (Name(s), firm(s), and telephone numbers.)
Matthew D. Schnall, Esq.
WilmerHale
60 State St

Boston, MA 02109
(617) 526-6892

For defendant;

Timothy R. Stille, Esq.

Department of Revenue, Litigation Bureau
100 Cambridge St 7% Floor

Boston, MA 02114

(617) 626 3230

NOTICE OF ASSEMBLY OF RECORD ON APPEAL
In accordance with rules of Appellate Procedure, Rule 9, subsection (d), notice this day has
been sent to the clerk of the Appeals Court for the Commonwealth along with two certified copies of
docket entries. Record has been fully assembled in the office of the clerk of the

Appellate Tax Board
(Name of Court)

In accordance with Rules of Appellate Procedure, Rule 10, subsection (a) and (b), the
appealing party must enter the case in the Appeals Court for the Commonwealth within ten (10) days
- of receipt of this notice. This notice does not constitute entry in the Appeals court for the
Commonwealth.




The Commonwealth

Phone-(617)

of Massachussetts

Appellate Tax Board
100 Cambridge Street
Suite 200
Boston, M4 02114

727-3100

Fax-617-727-6234

Citrix Systems Inc. vs. Commissioner of Revenue

Docket# : C321160-13-DOR

Status : Findings Promulgated

Appellant(s)

Representative(s)

Citrix Systems Inc.
60 State Street
Boston, MA 02109

Appellee(s)

Matthew D. Schnall, Esq.

WilmerHale

60 State Street
Boston, MA 02109
ph: (617) 526-6892

m.schnall@wilmerhale.com

Representative(s)

Commissioner of Revenue
DEPARTMENT OF REVENUE County

Timothy R. Stille, Esq.

Department of Revenue, Litigation Bureau
100 Cambridge Street, 7th Floor

Boston, MA 02114

ph: 6176263230

Subject Property Property Assessment
$0.00
Schedule
01/23/2017 10:00AM Motion Hearing
Board Members / Stenographers / Clerks
Board Member ; Stenographer : Clerk :
Frank J. Scharaffa Copley Court Reporting Helen Mary Warren
View Chronology
a Date Action
07/11/2013 Docket Number assigned; clerk notifies.
07/11/2013 Entry fee paid.
07/11/2013 Formal Petition filed.
07/16/2013 Attorney Appearance - Appellee - Along with Certificate of Service, filed. Timothy R Stille.

P wn ¥ e Y auud TS D

Daocket Report - Citrix Systems Inc. vs. Commissioner
Wednesday, January 16, 2019 9:34:14

38

AT LLLA

TRYECOPYLO

ATTEST%%;?@ CLERK




08/28/2013
09/25/2013
12/26/2013

03/11/2014
07/30/2014

08/01/2014
08/20/2014

03/24/2015

03/24/2015
03/24/2015
06/05/2015

09/04/2015
09/21/2015
09/28/2015

10/01/2015

10/23/2015

11/06/2015

11/17/2015

11/30/2015

12/04/2015
12/11/2015

12/15/2015
12/18/2015

02/03/2016
02/09/2016

Pre-Hearing scheduled for 03/20/2014 ‘
Answer filed - Appellee - Along with Certificate of Service, filed.

Converted Note - COR\'s First Set of Interrogatories and First Request for Production of
Documents, along with Certificate of Service, filed.

Hearing Scheduled - Hearing Scheduled (Continued fr Status 3/20/14.) - 11/19/2014

Attorney Appearance - Appellant - Revised, appearance, along with Certificate of Service, John S
Brown, George P Mair, Donald-Bruce Abrams, Darcy A Ryding & M Kathryn Seevers, filed.

Hearing Scheduled - Hearing Scheduled (Continued fr 11/19/14.) - 06/16/2015

Appellant\'s First Request for Production of Documents and Appellant\'s Response to COR\'s First
Set of Interrogatories, filed along with Certificate of Service.

Attorney Appearance - Appellant - Matthew D Schnall and Meghan Walsh, along with Certificate
of Service.

Hearing Scheduled - Hearing Scheduled - 10/28/2015
Pre-Hearing (Continued fr 3/20/15/ New Attorney.) scheduled for 06/03/2015

Order issued. Following a pretrial conference held on June 3, 2015, it is hereby ordered that the
hearing of the above-entitled appeals will be held on Wednesday, October 28, 2015 at 9:30 a.m. No
further continuance will be allowed with regard to the hearing of these appeals.Further, the parties
are ordered to complete all discovery on or before September 25, 2015.

Emergency Motion to Extend Discovery Deadline
Pre-Hearing (Request to Scheduled status.) scheduled for 09/28/2015

Hearing Scheduled - Hearing Scheduled (NO FURTHER CONTINUANCES. From 10/28/15.) -
01/06/2016

Order issued. Following a pretrial conference held on September 28, 2015, it is hereby ordered that
the hearing of the above-entitled appeals be held on Wednesday, January 6, 2016 at 9:30 a.m. No
further continuance will be allowed with regard to the hearing of these appeals. Failure of either
party to appear on said date will result in dismissal or default as appropriate. Further, the parties are
ordered to complete all discovery on or before December 1, 2015.

COR\'s Responses to Taxpayer First Set of Interrogatories and First Request for Production of
Documents, along with Certificate of Service, filed.

CORV\'s Request for Production of Documents and First Set of Interrogatorles along with
Certificate of Service, filed.

Order issued. AppellecA¢a,—4,,¢s Motion To Compel Answers To Interrogatories And Production
Of Documents, filed on November 6, 2015, is hereby allowed. Appellant is ordered to file complete
responses to said discovery on or before November 30, 2015.

Appellant\'s Response to COR\'s First Set of Interrogatories and Request for Production of
Documents, along with Certificate of Service, filed.

Pre-Hearing scheduled for 12/15/2015

Converted Note - COR\'s Supplemental Response to Appellant\'s First Request for Production of
Documents, along with Certificate of Service, filed.

Hearing Scheduled - Hearing Scheduled (From 1/6/16.) - 02/10/2016

Converted Note - Order issued. Following a pretrial conference held on December 15, 2015, the
Board hereby orders that the hearing of the above-entitled appeals be held on Wednesday, February
10, 2016 at 9:30 a.m. No further continuance will be allowed with regard to the hearing of these
appeals. Failure of either party to appear on said date will result in dismissal or default as
appropriate.

Official Stenographer Request - Appellee - Copley Court Reporting.

Converted Note - Appellant\'s Response to COR\V's First Set of Interrogatories and Request for
Production of Documents, along with Certificate of Service, filed.

APPELLATE TAX BOARD

Docket Report - Citrix Systems Inc vs. Commissioner fﬁwC&éﬁl -DO
Wednesday, January 16, 2019 9:34:

39 ATTES



02/09/2016
02/09/2016
02/09/2016
03/31/2016
04/28/2016
05/02/2016
© 05/16/2016
05/17/2016
05/26/2016
05/27/2016
05/27/2016
05/27/2016
06/08/2016

06/24/2016
06/24/2016
01/13/2017
01/17/2017
01/19/2017
01/25/2017
01/25/2017

04/12/2017

04/18/2017
04/18/2017
04/24/2017
04/24/2017
11/02/2018
12/31/2018
01/16/2015

Converted Note - Statement of Agreed Facts - Volumes 1 through 4 - filed by Appellant
Hearing held.

Hearing Scheduled From 1/6/16.

Apt's reply Brief till 5/16/2016.

Request for two week extension of time to file post hearing briefs

Parties fr 5/2/16 till 5/16/2016-Reply Briegs - 5/20/16.

PARTIES FROM 52/16- Reply Briefs-5/30/16

APT's Ext of Post Trial Brief till 5/27/16 & Reply Brief till 6/10/16 DOR ASSENTS.
Brief filed - by appellee

Appellant's Request for Finding of Facts

Appellant's REquest for Rulings of Law

Brief filed - by appellant

Appellee Request for two week extension of time to file post hearing briefs deadline 6/10/16 -
6/24/16

Post TRial Reply Brief filed - by appellant

Post Trial Reply Brief filed - by appellee

Motion to Substitute Party - by appellant

Motion Hearing Scheduled - 01/23/2017

Opposition to Appellant's Motion to Substitute Party

Order issued. Appellant’s Motion To Substitute Party, filed on January 13, 2017, is allowed in
part. In accordance with the Appellee’s Opposition to said motion, the Board hereby adds GetGo,
Inc., as successor in interest to Citrix Systems, Inc., as an additional named appellant in the above
entitled appeals.

General Case Note - Decision issued. With regard to the above-entitled appeals, the decision is for
the appellant as to the penalties assessed. In accordance with the Statement of Agreed Facts,
abatement is granted in the total amount of $478,633.73 plus statutory additions. The decision is for
the appellee in all other respects in these appeals.

Certificate of Service

Request for Findings of Fact and Report filed - Appellee
Certificate of Service

Request for Findings of Fact and Report filed - Appellant
Findings promulgated on 11/2/18

Notice of Appeal - by appellant

Record Aséembled & Delivered to Appeals Court

A

Docket Report - Citrix Systems Inc. vs. Commissioner ofAe\IfBl—JEZG@B¥OR

Wednesday, January 16, 2019 9:34:14 AM

40




The Commonwealth of Massachussetts

Appellate

Tax Board

100 Cambridge Street
Suite 200
Boston, MA 02114

Phone-(617) 727-3100
Fax-617-727-6234

Citrix Systéms, Inc. vs. Commissioner of Revenue
Docket# : C325421-15-DOR

Status : Findings Promulgated

Appellant(s)

Representative(s)

Citrix Systems, Inc.
60 State Street
Boston, MA 02109

Appellee(s)

Matthew D. Schnall, Esq.
WilmerHale

60 State Street

Boston, MA 02109

ph: (617) 526-6892

m.schnall@wilmerhale.com

Representative(s)

Commissioner of Revenue
DEPARTMENT OF REVENUE
County

Marikae G Toye BBO # 687043

Commissioner of Revenue

Commissioner of Revenue

Timothy R. Stille, Esq.

Department of Revenue, Litigation Bureau
100 Cambridge Street, 7th Floor

Boston, MA 02114

ph: 6176263230

Pro Se

Commissioner of Revenue
Boston, MA 02114

Commissioner of Revenue
Boston, MA 02114

Subject Property Property Assessment
$0.00
Schedule
01/23/2017 10:00AM Motion Hearing
Board Members / Stenographers / Clerks
Board Member : Stenographer : Clerk :
Frank J. Scharaffa Copley Court Reporting Helen Mary Warren
APPELLATE TAX BOARD

Docket Report - Citrix Systems, Inc. vs. Commissioner ARTvBU E?%PMDOR

Wednesday, January 16, 2019 10:34:40 AM

41

L

ATTES




Yiew. Chronology

Date

09/15/2014
09/15/2014
09/15/2014
09/15/2014
09/23/2014

10/01/2014
11/05/2014
03/24/2015

03/24/2015
03/24/2015
06/05/2015

09/04/2015
09/21/2015
09/28/2015

10/01/2015

12/04/2015
12/15/2015
12/18/2015

02/03/2016
02/09/2016
02/10/2016
02/10/2016
03/31/2016
04/04/2016
04/28/2016
05/17/2016
05/27/2016
05/27/2016

Action

Certificate of Service filed

Docket Number assigned; clerk notifies.
Entry fee paid.

Formal Petition filed.

Attorney Appearance - Appellee - Timothy R Stille, Joseph J Tierney & Marikae G Toye, along
with Certificate of Service, filed.

Pre-Hearing (Status Conference) scheduled for 03/31/2015

Answer filed - Appellee - Timothy R Stille, along with Certificate of Service, filed.

Attorney Appearance - Appellant - Matthew D Schnall and Meghan Walsh, along with Certificate
of Sarvice, filed.

Hearing Scheduled - Hearing Scheduled - 10/28/2015

Pre-Hearing (Continued fr 3/31/15; new attorney.) scheduled for 06/03/2015

Order issued. Following a pretrial conference held on June 3, 2015, it is hereby ordered that the
hearing of the above-entitled appeals will be held on Wednesday, October 28, 2015 at 9:30 a.m. No
further continuance will be allowed with regard to the hearing of these appeals.Further, the parties
are ordered to complete all discovery on or before September 25, 2015.

Emergency Motion to Extend Discovery Deadline
Converted Note - Pre-Hearing (Appellant\'s Request for Status.) scheduled for 09/28/2015
Hearing Scheduled - Hearing Scheduled (NO FURTHER CONTINUANCES, fr 10/28/15.) -

01/06/2016

Order issued. Following a pretrial conference held on September 28, 2015, it is hereby ordered that
the hearing of the above-entitled appeals be held on Wednesday, January 6, 2016 at 9:30 a.m. No
further continuance will be allowed with regard to the hearing of these appeals. Failure of either
party to appear on said date will result in dismissal or default as appropriate. Further, the parties are
ordered to complete all discovery on or before December 1, 2015.

Pre-Hearing scheduled for 12/15/2015
Hearing Scheduled - Hearing Scheduled (From 1/6/16.) - 02/10/2016

Converted Note - Order issued. Following a pretrial conference held on December 15, 20135, the
Board hereby orders that the hearing of the above-entitled appeals be held on Wednesday, February
10, 2016 at 9:30 a.m. No further continuance will be allowed with regard to the hearing of these
appeals. Failure of either party to appear on said date will result in dismissal or default as
appropriate.

Official Stenographer Request - Appellee - Copley Court Reporting

Converted Note - Statemeént of Agreed Facts - Volumes 1 through 4 - filed by Appellant
Hearing held.

Hearing Scheduled From 1/6/16.

. Apt's reply Brief'till 5/16/2016

Apt extension till 5/02/16 & Reply till 6/16/16.

Request for two week extension of time to file post hearing briefs

apt's EXT OF pOST TRIAL BRIEF TILL 5/27/16 & post trial till 6/10/16 DOR has assented to.
Appellant's Request for Finding of Facts k

Appellant's Request for Rulings of Law
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06/08/2016 Appellee Request for two week extension of time to file post hearing briefs deadline 6/10/16 -

, 6/24/16
06/24/2016 Reply Brief filed - by appellant
06/24/2016 Reply Brief filed -by appellee
01/13/2017 Motion to Substitute Party - by appellant
01/19/2017 Opposition to Appellant's Motion to Substitute Party
01/25/2017
01/25/2017 Order issued. Appellant’s Motion To Substitute Party, filed on January 13, 2017, is allowed in part.

In accordance with the Appellee’s Opposition to said motion, the Board hereby adds GetGo, Inc.,
as successor in interest to Citrix Systems, Inc., as an additional named appellant in the above
entitled appeals.

04/12/2017 General Case Note - Decision issued. With regard to the above-entitled appeals, the decision is for
the appellant as to the penalties assessed. In accordance with the Statement of Agreed Facts,
abatement is granted in the total amount of $478,633.73 plus statutory additions. The decision is for
the appellee in all other respects in these appeals.

04/18/2017 Certificate.of Service

04/18/2017 Request for Findings of Fact and Report filed - Appellee
04/24/2017 Certificate of Service

04/24/2017 Request for Findings of Fact and Report filed - Appellant
11/02/2018 Findings promulgated on 11/2/18

12/31/2018 Notice of Appeal - by appellant

01/16/2019 Record Assembled & Delivered to Appeals Court
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COCMMONWEALTH OF MASSACHUSETTS

APPELLATE TAX BOARD

CITRIX SYSTEMS, INC. V. COMMISSIONER OF REVENUE
Docket Nos. C321160 Promulgated:
C325421 November 2, 2018

These are appeals filed under the formal procedure

pursuant te G.L. c. 58A, § 7 and G:L[ c. 62C, § 39 from the

refusal of the Commissionar of Revenue (“Commissioner” or
“appellee”), to abate sales taxes assessed against Citrix
Systems, Inc. (“Citrix”™ or "“appellant”} fcr the tax periods

ended April 30, 2007 through June 30, 2008 and October 31,
2009 through Decemﬁer 31, 2011 (collectively, the “periods
at issué”).

Commissioner Scharaffa heard these appeals and was
joined by Chairman Hammond  and Commissioners  Rose,
Chmielinski, and Good in the decisions for the appellee.

These findings of fact and repocrt are made pursuant to
requests of the appellant and the appellee under
G.L. <. 58A, & 13 and 831 CMR 1.32.

Matthew D. Schnall, Esq. and Megan M. Walsh, Esg. for
the appellant.

Marikae Grace Toye, Esqg., Timothy R. Stille, Esq., and
Frances M. Donovan, Esg. for the appellee.
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FINDINGS OF FACT AND‘REPORT
On the basis of a Statement of Agreed Facts with 91
attached exhibits as well as testimony' and additional
exhibits offered into evidence at the hearing of these
appeals, the Appellate Tax Board (“Board”) made the
following findings c¢f fact.

Jurisdiction

Citrix is a publicly traded Delaware'corporation that
did business in Massachusetts and elsewhere during the
periocds at issue. For each of these periods, Citrix timely
filed a Form S8T=-9, Sales and Use Tax Return, and timely
paid the amount shoﬁn as due thereon. Following an audit of
Citrix’s Sales and Use Tax Returns for the periods ended
April 30, 2007 through June 30, 2009, the Commissiocner
issued a‘Notice of Intént tc Assess dated February 18, 2011
(“First NIA”) and a Notice of Assessment dated October 23,
2012 (“First NOA”).? 0On December 14, 2012, Citrix filed a
Form CA-6, Application for Abatement/Amended Return, for

the periods relating to the First NCA (“First Abatement

! One witness, Mr. Anshuman Kanwar, was called by and testified on

behalf of Citrix. The Commissiocner did not offer any witnesses.

? After the issuance of the First NIA and prior to the issuance of the
First NOA, the Commissioner promulgated Letter Ruling 12-10: Screen
Sharing Software and the Massachusetts Sales/Use Tax (“Letter Ruling
12-107). Letter Ruling 12-10 addressed a letter =ruling reguest £from
Citrix and stated the Commissioner’s conclusion that the software
products at issue 1in these appeals constituted sales of prewritten
software subject to Massachusetts sales tax imposed under G.L. c. 64H,
§§ 1 and 2.
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Application”). The Commissioner subsequently issued Notices
of Abatement Determination; dated May 13, 2013, denying
Citrix’s First Abatement Application, and Citrix timely
filed a petition with the Board on July 11, 2013.

For the periods ended October 31, 2009 through
December 31, 2011, +the Commissioner issued a Notice of
Intent to Assess dated February 8,‘2014 {(“"Second NIA”) and
a Notice of Assessment dated March 18, 2014 (“Second NOA").
Citrix filed a Form CA-6, Application for Abatement/Amended
Return for the periods relating to the Second NOA on April
g8, 2014 (“Seccnd Abatement Application”), and the
Commissioner issued Notices o©of Abatement Determination
denying Citrix’s Second Abatement ZApplication dated August
1, 2014. Citrix timely filed a petition with the Board on
September 15, 2014.

Based on the foregoing, the Board found and ruled that

it had jurisdiction tec hear and decide these appeals.

Factual Background

The tax at issue in these appeals was assessed by the
Commissioner on Citrix’s sales of three online software
products, “GoToMyPC, “GoToAssist,” and  “GoToMeeting”
{collectively, the “Online Products”). While the specific
features of the Online Products wvary, théy share éertain

characteristics. In particular, each of the Online
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Products, which are described in detail below, creates and
maintaing a screen-sharing connection. between a host
computer and one or more remote computers, all of which are
connected to the internet. The host computer must have and
run its own operéting system and software applications, and
the screen-sharing connection allows the user of the remote
computer to see fhe screen output of the host computer_and,
if applicable, to share access to input control via
keyboard and a pointing device. The host computer and
remote computer may both be owned or controlled by a Citrix
customer, or one may"be owned or contrelled by a third
party who 1s not a Citrix customer. The Online Products,
which the parties agree constitute software within the
meaning of General Laws chapter 64F (“Chapter 64H"), are
not customized for individual customers .in any way.
Customers may purchase certain options designed to enhance
their user experience. The options, like the bkasic Cnline
Products, are not customized for individual customers.
Citrix sells the Online Products in a subscripticn
format gnd customers pay monthly or annual subscription
fees 1in exchange for unlimited access ﬁo the prcducts
during.the subscription period. To purchase a subscriptidn,
a customer executes a Master Subscription Agreement (“Sales

Agreement”) that reflects the Cnline Product({s) that have
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been selected, the monthly or annual subscription fee, and
the number of authorized users.® The Sales Agreement
documents specify that by purchasing & Citrix subscription,
the “customer may access and use” the chosen Online
Product(s). Citrix also provides customer service as part
of the relationship, typically by telephone or other

electronic communication.

The Online Products

GoTeMyPC i1s Citrix’s c¢nline remote access software
product that allcws a user té securely access and operate
his or her personal computer (commonly referred to as the
“host computer”) from a remote location or device that
securely connects to the user’s computer through Citrix’s
web servers. Both the host computer and the remote computer
cr device are typically owned or controlled by the
customer. |

As with all the Online Products, Citrix provides
GoToMyPC principally through proprietary software and a
dedicated network of computer hardware. To use the product,

a customer installs GoToMyPC Endpoint Software on both the

® The Sales Agreements consistently refer to the Online Products as

services, as do Citrix’s marketling materials and its filings with the
Securities and Exchange Commission,
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host computer and the remote computer.® A customer then
initiates a connection to GoToMyPC between the host
computer and the remote computer and is able tc view the
host computer screen and control the host computer using
the keyboard and mocuse of the remote Computer. The user can
execute applications that reside on the host computer, such
as a word processor or a web-based application that <the
host computer accesses online. The applications used by a
customer through GoToMyPC are always located on the host
computer or third-party servers, nct Citrix’s servers.
GoToAssist is an online, screen-sharing software
application that allows users to share screen and input
control access to a computer in rezl time to facilitate
technical  support. GoTocAssist customers are typically
technical support professionals who wuse the product to
connect with individuals . who are 1in need of remote
technical support. During a support session, the support
professional can view the screen of the support recipilent’s
computer and exercise keyboard and mouse control over that
computer. There  are two categories of GoToAssist:
GoToAssist  Express, which 1s designed primarily for

individuals who provide <technical support services; and

! Endpeint Software, in seome variant, 1is necessary to use each of the
Online Products. There 1is no charge for Endpoint Software and its
utility is limited teo facilitating access to the Online Products.
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GoToAssist Corporate, which 1s designed feor technical
support ofganizations and technical support departments
within businesses.

To initiate a session through GoToAssist, a customer
may log into an account through a web browssar or can
connect to the product wusing the versicn of Endpoint
Software known as HelpAlert. The GoToAsslst gsoftware
provides.the professionél with a session identifier code;
which the professional communicates to the  support
recipient. The support recipient then uses the session
identifier code to login to the session through his or her
web browser "at a separate address. After the reciplent
accepts a prompt, the HelpAlert Endpoint Software 1is
downlecaded ontc the recipilent’s computer and the connection
can be made Dbetween the- computers and the GoToAssist
software application.

GoToMeeting i1s a family of online conferencing
software applications that include GoToMeeting, GoToWebinar
and GoToTraining. The applications allow users to share
screen access and contrecl for purpeses of an  online
meeting, presentation, demonstration, or collaboration
(collectively, “meeting”). The host computer is owned or

contrelled by a meeting organizer wheo is Citrix’'s customer,
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and the remote computers are typically owned or controlled
by third parties who are partiéipating in the meeting.

The meeting crganizer schedules, convenes,' and
mecderates a GoToMeeting web conference session and may
invite participants using telephone, email, or other means.
The organizef may initiate the session using a web browser
or .GoToMeeting Endpoint Software, which is installed on
both the participants’ and the organizer’s devices. The
GoToMeeting server software provides a meeting identifier,
which invited participants can wuse to Join the session,
either by using a browser to wvislt a website and entering
the meeting identifier or by c¢licking a 1link din an
invitation email. Each participant’s browser then initiates
the download and installation of the GoToMeeting Endpoint
éoftware cn The participant’s device. The Endpoint Scftware
on the organizer’s computer allows the organizer to begin
and end the conference and tTo make selections regarding the
conference, such as the applicaticon{(s) to be included in
the screen sharing. Participants in the conference have no
control over the conference other than joinihg or exiting,
participaﬁing in chat or feedback, and, as allowed by the
meeting organizer, sharing contrel cover one og‘ more

applications or documents on the organizer’s computer.
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Testimony of Mr. Kanwar

Mr. Kanwar; Citrix’s Vice Pregident of Technology
Operations, leads Citrix’s Technical Operations Team. The
Team is comprised of approximately 130 employees
responsible for the maintenance, configuration, update, and
control of Citrix’s network hardware, which supports the
Online Products, and 1its server software, the software
hosted on Citrix’s servers that 1is required to run the
Cniline Products.

Mr; Kanwar testified about the size and complexity of
Citrix’s hardware network that supports the Online Products
and includes between 5,000 and 7,000 servers, approximately
200 routers and switches, and vast storage capacity. The
Technical Operations Team constantly monitors the network
and responds to any dissues or faults in the network that
may 1impact a customer’s experience. These can 1include
insufficient capacity, substandard performance, malicious
attacks from outside the system, or atypically high network
utilization. Mr. Kanwar described this type of activity as
falling within the “reactive” side of operations. The
“proactive” side includes ensuring sufficient capacity to
support customer use as well as general observafion of the

network.
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Mr. Kanwar also described his team’s involvement in
“change management” in the “software developmant
lifecycle.” This includes putting the server softwafe
through wvarious stages of testing before the software is
placed intc the “life systems.” The scoftware travels
through a “software development pipeline” before 1t 1is
implemented, which includes successive stages of its
employment on hardware, various tests, and “flipping on the
switch” for successive waves of‘ users, thereby allcwing
feedback and modification as updates are incrementally
integrated into the system. Mr. Kanwar also testified that
Citrix maintains control over the software at all times and
opined that Citrix’s customers are “ultimately loocking for

the ability to connect with other entities.”

Based on the evidence presented and the reasonable
inferences drawn theﬁefrom, the Beoard found and ruled that
the Online Products constituted Standardiéed software and,
in turn, tangible personal ?roperty within the meaning of
G.L. <. 64H, § 1. The Board furthér found and ruled that
the sales of thé Online Products at issue in these appeals
were sales of tangible personal property subject to the
sales tax pursuant to G.L. c¢. 64H, §§ 1 and 2. Accordingly,
the Board 1issued decisions for the appellee 1in these

appeals.
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tangible perscnal property in the Commonwealth. G.L.

64H,

OPINION

Massachusetts law imposes a sales tax on sales

of

C.

§§ 1 and 2. For purposes of the sales tax, a sale

incliudes:

as:

any transfer of title or possession, or both,
exchange, barter, lease, rental, conditional or
otherwise, of tangible personal property . . . in
any manner or by any means whatsocever.

c. 64H, § 1.

Tangible personal property 1s defined in Chapter

personal property of any nature consisting of any
produce, goods, wares, merchandise and
commodities whatsoever, brought into, produced,
manufactured or being within the commonwealth,
but shall not 1include rights and c¢redits,
insurance policies, bills of exchange, stocks and
bonds and similar evidences of indebtedness or
ownership. For purposes of this chapter,-
“tangible personal property” shall include gas,
electricity and steam. A transfer of standardized
computer software, including but not limited to
electronic, telephonic, or similar transfer,
shall also be considered a transfer of tangible
personal property.

c. 64H, § 1 (emphasis added).

64H

For a number of vyears prior to 2005, whether

standardized software was subject to sales or use tax in

Massachusetts depended on its method of delivery.’

5 Even earlier,
custom software,

tax.

See, e.g. Letter Ruling 88-14: Computer Software Sales.
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specifically, if vstandardized software was delivered in
taﬁgible form, such as a CD-ROM or a floppy disk, it was
subject to tax. I1f, however, standardized software
was delivered electronically or by lcocad and leave,6 it was
not subject to tax. See, e.qg., Directive 01-3: Sales Tax
Consequences of Computer Software “Load and Leave”
Transactions. In 2005, the Massachusetts Legislature
addressed this disparity and created uniform sales tax
treatment for sales of standardized software, regardless of
the method by which the sale is made. To accomplish this,
the definition of tangible personal pfoperty was expanded,
as reflected 1in the emphasized language  above, to
incorporate transfers of standardized computer software
“inciuding but not Ilimited to electronic, telephonic, or
éimilar‘ transfer(s].” 8t. 2005, c¢. 163, § 34 (effective
April 1, 2006) (the “2005 statutory change”}.

Following the 2005 statutory change, the Commissioner
promulgated a regulation on October 20, 2006 that, 1in

pertinent part, construed the application of the sales tax

® In a load and leave transaction, a vendor installs software directly

onto a customer’s computer using tangible storage media, but does not
transfer the tangible mediuvm used to load the software as part cf the
sale.
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to sales of prewritten software (the “Regulation”).’ See 830

CMR 64H.1.3. In particular, the Regulation specifies that

[s]ales 1in Massachusetts of . . . ©prewritten
computer software, regardless of the method of
delivery . . . are generally subject to the

Massachusetts sales tax., Taxable transfers of
prewritten software include sales effected in any
of the following ways regardless of the method of
delivery, including electronic delivery or load

and leave: licenses and leases, transfers of
rights to use software installed on a zremote
server.

Id. {emphasis added).

There is no dispute that the Online Products
constitute software within the meaning of Chapter 64H. As
to the issue of whether the products qualify as prewritten
software, Citrix did not explicitly oppose the
characterization, but it remained an issue for the Board to
resolve.

The Regulation provides that prewritten computer
software, which 1s “also known as [clanned [s]oftware and

[s]tandardized [s]oftware,”8 is defined as computer software

7 geveral months prior to the issuance of the Regulation, the
Commissioner issued Technical Information Release 05-15: Transfers of
Prewritten Computer Software (“Technical Information Release 05-157),
which outlined the 2005 statutory change to the definition of tangible
persconal property and the consequences for treatment of sales of
prewritten software under the sales and use tax. Technical Infermation
Release 05-15's discussion as it relates to the issues before the Board
in these appeals 1is substantively the same as the Regulation and
Technical Information Release 05-15 is therefore not discussed further
in these findings of fact and report.

® For purposes of the sales and use tax, there is no distinction in
Massachusetts law among standardized software, prewritten software, and
canned scftware.
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“which is not designed and developed by the author or other
creator tCo the specifications of a specific purchaser.”
830 CMR 64H.1.3(2). Conversely, custoﬁ goftwara 1s “a.
software program prepared to the special order of a
customer that is not prewritten software.” Id.

- The software that comprises the Online Products is
complex and reguires continuous development, monitecring,
and maintenance. It is not, however, made to the
specifications or prepared to the special order of any
individual purchaser. To the contrary, having chosen which
among the Online Products to purchase, every customer
receives access tc and use of fundamentally the same online
software application, whether 1t is GoToMyPC, GoToAssist,
or GoToMeeting. The only wvariations in the Online Products
are optional features, which are available fof purchase by
all customers and are customized to none. Given these facts
and absent any contrary authority, the Board found and
ruled that the Online Products constitute standardized
computer software within the meaning of Chapter 64H.

As previously noted, the Reguiation states that sales
of standardized software in Massachusetts include
“Lransfers of rights to use scftware installed on a remote
server.,” 830 CMR 64H.1.3{(3). Each of the Online Products

resides on Citrix’s servers. To access the Online Products,
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a customer executes a Sales Agreément that explicitly
grants the customer the right, for a fee, to access and use
one or. more of the products. Before wusing an Online
Product, a customer downlcads the applicable Endpoint
Software, which enables access to the product. The customer
is then able to use the chosen Online Product. In sum, the
transfer of the right fo use software installed on a remote
server 1s precisely the transaction effected when a
customer purchases one cr more of the Online Products from
Citrix.

Citrix's response to this analysis was twofold. First,
Citrix argued that there was no taxable sale of sgoftware
because there was no “transfer” of software as required by
Chapter ©64H. According to Citrix, while the 2005 statutory
chanée to the definition of tangible personal property
extended the taxatlon of software to software transferred
electronically, the change did not encompass access to
software that is remotely hosted by a vendor. In Citrix’s
view, the Commissioner improperly sought to extend the tax
to remote access transacticns, which are beyvond the scope
of Chapter 64H. This extension was reflected Ifirst in
Technical Information Release 05-15, and next, the

Regulaticn, bcecth of which, 1in effect, Citrix seeks to
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invalidate. The Board did not find Citrizx’s argument
persuasive.

The Board is mindful of the maxim that “[t]lhe right to
tax must be plainly conferred by statute. It is not to be
implied.” McCarthy v. Commissioner of Revenue, 391 Mass.
630, ©32-33 (1984). However, this well-established rule
operates 1in concert with the principle that “regulations
are not to be declared vold unliess their provisions cannot
by any reasonable construction be interpreted in harmony
with the legislative mandate.” Expedito  Duarte v.
Commissioner of Revenue, 451 Mass. 399, 408 (2008) (citing
Smith v. Commissioner of Transitional Assistance, 431 Mass.
638, 646 (2000)); see alsoc Regency Transportation, Inc. v.
Comnmissioner of Revenue, 473 Mass. 459, 466 {(2016) (“[w]e
accord substantial deference to the agency’s reéulatioms
and apply all presumptions in favor of the wvalidity of the
administrative action and [do] not declare it void unless
its provisions cannot by any reasonable construction be
interpreted in harmony with the legislative mandate”).

As  technology and computer business practices have
evolved, so too hasg Massachusetts law reiating to the
taxation of software. As  discussed above, the 2005
statutory change, which expanded the definition of tangible

perscnal preperty to include “la] transfer of standardirzed
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computer software, including but not limited to electronic,
telephonic, ko similar ftransfer,” reflects the
Legislature’s intent to create uniform sales tax treatment
_for sales of standardized software, regardless of the
method of sale. G.L. <. 64H, § 1. The definitional change
is facially brecad in scope and not only specifies various
types of transfers to which it applies but, by
incorporating the words “including but not limited to,”
anticipates others. The Commissioner construed  this
expansive Statutoiy language to include ‘“transfefs of
rights to use scftware dnstalled on a remote server.”
830 CMR ©4H.1.3(3), a definition that clearly applies to
the transactions at issue in thase appeals. The
Commissioner’s construction is wholly consistent with the
plain terms of the statute. Consequently, any argument that
the Regulation “cannot by any reasonable construction be
interpreted in harmony with the legislative mandate” must
fail. Expedito Duarte, 451 Mass. at 408,

Citrix also argued +that its sales of the Online
Products constitute sales of services and not of tangible
pe:sonal property. In support of 1its argument, Citrix
points to several facts, including that: the Sales
Agreements consigtehtly refer to the Online Products as

services, as do Ciltrix’s marketing documents and filings
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with the Securities and Exchange Commission; and the
network hardware and server software systems that function
together to provide the Online Products do not operate
automatically, but require numerous employeses to operate
and maintain the systems, Citrix alsc places particular
emphasis on Mr. Kanwar’s “uncontested” testimony that
Citrix’s customers are “ultimately loocking for . . . the

!

ability to connect with other entities,” which reflects his
opinion ‘that provision of the Online Products constitutes
services.

Massachusetts sales tax law distinguishes between
sales of tangible personal property,‘ which are taxable
abzent an exemption, and sales of gervices, which are
generally not subject to tax. G.L. ¢. 64H, 8§ 1 and 2.° The
Regulation acknowledges this distinction in the context of
charges for remote access to standardized software, which
are generally subiject to tax, as follows:

{Wlhere there is no charge for the use of the

software and the object of the transaction is

acquiring a good or service other than the use of

the software, sales or use tax doces not apply.

See, e.qg., 830 CMR 64H.1.3(13).

830 CMR 64H.1.3(14) (a).

® Personal service transactions that involve sales of tangible personal
property “as inconsequential elements for which no separate charges are
made” are also not subject to the sales tax. G.L. c. 64H, § 1.
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The Supreme Judicial Court first enunciated Lhe test
to determine the “object of  the transaction” in
Commissioner of Revenue v. Houghton Mifflin Co., 396 Mass.
666, 670 {(1986). In Hﬁughton Mifflin, the Couﬁt conéidered_
epplication of the sales tax to transactions involving
provision of typesetting and compositing services in which
the taxpayer alsc received tangibkle reprbduction, proofs.
The Court held that “bundled transactions” such as these,
where the service and property components of a transaction
are integrated, are subject to the rule that

the character of the transaction must be analyzed

te ascertain whether the buyer’s basic purpcse

was to acquire the property which was sold to it,

or to obtain the services.

Houghton Mifflin, 396 Mass. at 670.

As referenced above, 1in Letter Ruling 12%10} the
Commissioner considered whether Citrix’s sales of the
Online Products were subject to sales tax. In reaching the
conclusion that the sales were so subject, the Commissioner
noted Citrix’s ancillary provision of services, likely in
the form of customer serﬁice, and ultimately determined
that the object of the transactions was Citrix’s sale of
the right Lo use its prewritten software. The

Commissioner’s analysis implicitly addressed concerns

raised by Citrix in these appeals. For example, Letter
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Ruling 12-10 states that, in part, to determine “the obiject
of the transaction, the Department [of Revenue] generally
looks to the customer’s experience in using the product
rather than the ‘behind the scenes’ operations where the
software is accessed on a seller’s server.”.

The “behind the scenes” operations referenced by the
Commlissioner include the many support functions necessary
to develop, maintain, test, and troubleshoot the 'Online
Products as well as Ciltrix’s network hardware. While these
operations may ke numerous and costly and require
substantial employee support, the evidence presented and
common sense do not indicate that they are services sought
by Citrix’s customers. Rather, Citrix’s customers subscribe
to, access, and use the Online Products without any view to
the wunseen support operations. In essence, the support
operations are part of Citrix’s overhead, which .is
necessary to 1its provision and use of the standardized
software products that it sells.

The Regulation also provides an example that is
instructive in the current appeals:

Example 2: Ann wants to acquire prewritten

computer software to prepare her personal income

tax return. The vendor c¢f the software gives her

the option of purchasing the software on a disk

that will be mailed to her home or she can pay to

securely access the software on the vender’s
server through the Internet and use of a persocnal
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access code. In either case, the functicnality of
the software 1is the same. The object of the
transaction here 1s the use of the software.
Charges for the prewritten software will be
subject to sales or use tax regardless of the
method of delivery chosen by Ann.

830 CMR 64H.1.3(14)(a)."

The consumer 1in Example 2 may access prewritten
software that resides on remote .servers to achleve a
specific goal, completion of her tax returns. Similarly,
Citrix’s customers access and use the Online Products to
achieve their goals, which include remote computer access,
shared-screen technicél support, and web conferencing. In
each case, 1t is the functicnality of standardized software
that customers .seek and that enables them to complete
specific tasks.

Finally, the Board acknowledges that Citrix’s various
writﬁen materials refer to the Online Products as services,
and that. Mr. Kanwar, a high~level Citrix employee, views
the products as services. However, these facts must be
considered in the broader context of all available facts in
these appeals. In this regard, the evidence established
that‘the basic purpose of Citrix’s customers in purchasing
one or more of the Online Products 1s to acquire'access to

and use of the product(s), each of which constitutes

ATB 2018-558
64



standardized computer software as éontemplated by Chapter
64H;

In sum, the. Boa:d, found and ruled tﬁat. the Online
Products .. constitute . _standardized software _within _ the
meaning of Chapter 64H; the Regulation’s definition of a
sale as including “transfers of rights to use software
installed on a remcte server” was within the scope of
Chapter 64H; the Regulatien’s definition of a sale
accuratel? describes the sales at issue in these appeals;
and the sales at issué were sales of tangible pgréonal
property and not services. Based on these conclusions and-
thé record as a whole,l the Board found and ruled that
Citrix’s sales of the Online Products were subject to the
sales tax pursuant to G.L. c¢. ©¢4H, 8§ 1 and 2. Accordingly,
the Board issued decisions for the appellee in these
appeals.

THE APPELLATE TAX BOARD

A true copy/ |

Attest:

C1é¥k of the Board

ATB 2018-559.
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Execution Version

COMMONWEALTH OF MASSACHUSETTS

APPELLATE TAX BOARD
)
CITRIX SYSTEMS, INC,, )
Appellant, )y
T
v ) DOCKETNOS.C321160&7
) ca2sa2 fE D
COMMISSIONER OF REVENUE, | g m
Appellee. ) ;;; P W§
) o<
. : w P
STATEMENT OF AGREED FACTS S
- SO g

| Pursuant to Rule 23 of the Appellate Tax Board Rules of Practice and {:TI:rocedure, 831
C.M.R. 1.23, the parties to these appeals hereby stipulate and agree fbr purposes of these appeals
to the following matters. In so stipulating, the parties expressly reserve their rights to contest the
materiality and relevance of any facts or documénts herein and to introduce any other evidence
not inconsistent herewith thai may be relevant to these proceedings, but waive all other
objections to the admissibility of the stipulated facts and documents. The parties specifically
stipulate andvagree that the exhibits attached hereto are authentic, and waive any objection to the

admissibility of duplicates in lieu of originals of such exhibits.

DOCUMENTS

1. The document attached as Exhibit 1 is a true and accurate copy of the sales and use tax
return on Form ST-9 filed by Citrix Systems, Inc. (together with Citrix Online LLC,
“Citrix”) for the monthly period ended April 30, 2007.

2. The document attached as Exhibit 2 is a true and accurate copy of the sales and use tax
return on Form ST-9 filed by Citrix for the monthly period ended May 31, 2007.
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105. The tax at issue and the penalties set forth in the two notices of assessment are as follows:

ActiveUS 151672487v.3
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AMOUNTS INVOLVED

Period

April, 2007
May, 2007
June, 2007
July, 2007
August, 2007

September, 2007 .

October, 2007
November, 2007
December, 2007

- January, 2008

February, 2008
March, 2008
April, 2008
May, 2008

June, 2008

July, 2008
August, 2008
September, 2008

- October, 2008 :
November, 2008

‘December, 2008
January, 2009

February, 2009
March, 2009

April, 2009

May, 2009
June, 2009

- October, 2009

November, 2009
December, 2009
January, 2010
February, 2010
March, 2010
April, 2010
May, 2010

June, 2010

July, 2010
August, 2010

Tax
$6,524.60
$6,150.57
$9,916.84
$6,193.10

$15,002.89

$10,286.80

$5,797.80

$23,414.53
$10,170.27
$10,627.20
$5,173.22
$66,374.29
$5,814.00
$6,338.32
$76,945.81
$6,258.41
$17,959.20

- $14,781.09

$19,274.32

$6,627.06
$19,449.05
$28,820.15
$10,874.09
$12,214.04
$10,311.30
$17,561.72
$66,883.03
$57,185.00
$35,545.00
$62,476.00
$19,076.00
$22,696.00

$221,197.00
$63,839.00

$29,783.00
$263,153.00

$59,576.00

$28,720.00

67

Penalty
$1,304.92

$1,230.11
$1,983.37
$1,238.62
$3,000.58
$2,057.36
$1,159.56
$4,682.91
$2,034.05
$2,125.44
$1,034.64
$13,274.86
$1,162.80

- $1,267.66

$15,389.16
$1,251.68
$3,591.84
$2,956.22
$3,854.86
$1,325.41
$3,889.81

- $5,764.03

$2,174.82
$2,442.81
$2,062.26
$3,512.34
$13,376.61
$11,437.00
$7,109.00
$12,495.00
$3,815.00
$4,539.00
$44,239.00
$12,768.00
$5,957.00
$52,631.00
$11,915.00
$5,744.00
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106.

107.

108.

109.

September, 2010 $41,878.00  $8,376.00
October, 2010 $57,132.00 $11,426.00
November, 2010 $28,702.00 $5,740.00
December, 2010 $217,182.00  $43,436.00
January, 2011 $98,067.00 = $19,613.00
February, 2011 $38,461.00 $7,692.00
March, 2011 $84,021.00 $16,804.00
April, 2011 $29,463.00 $5,893.00
May, 2011 $34,154.00 $6,831.00
June, 2011 $68,410.00 $13,682.00
July, 2011 $42,056.00 $8,411.00
August, 2011 $36,083.00 $7,217.00
September, 2011 $76,961.00 $15,392.00
October, 2011 $37,664.00 $7,533.00
November, 2011 $44,476.00 $8,895.00
December, 2011 $99,476.00  $19,895.00
Total $2,393.175.70

$478,633.73

ISSUES

The first issue presented in these ,appeals is whether sales of the Online Offerings
(described below, beginning with paragraph 113) are sales of tangible personal property
within the meaning of G.L. c. 64H, § 1. |

The second issue presented in these appeals is whether sales of the GoToMeeting

¢

offerings (described below, beginning with paragraph 128) are sales of -

telecommunications services within the meaning of G.L. c. 64H, § 1.

If sales of the Online Offerings are not sales of tangible personal property and sales of"
GoToMeeting are not sales of telecommunications servicés, then the parties agree that
those sales were sales of services not subject to Massachusetts sales or use tax, and all of
the tax at issue shoﬁld be abated. |

The Commissioner will abate the penalties reflected in the twé notices of assessment.

FACTS
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110. Citrix,. founded on Apfil 17, 1989, is a Delaware corporation doing business in
Massachusetts and elsewhere. See Exhibits 74 through 78.
111.  Citrix is and was during the periods at issue publicly traded on the Nasdaq Global Select
Market. |
112, Citrix is not regulated as a telecommunications service provider for federal or state
purposes. Citrix Online Audio LLC (“Citrix Online Audio”), a wholly-owned subsidiary
- of Citrix Systems, Inc., is regulated by the Federal Communications Commission as a
telecommunications service brovider. None of the tax at issue was imposed on sales

made by Citrix Online Audio.

THE ONLINE OFFERINGS

113.  The tax at issue was assesséd by thé Commissioner on sales by Citrix of the offerings
described below under the headings “GoToMyPC,” “GoToAssist,” and “GoToMeeting”
(collectively,‘ the “Online Offerings”). The Online Offerings involve initiating and
maintaining a screen-sharing connection between a host computer -and one or more

- femote cofﬁputers (or other devices) connected to the Internet. The host computer runs
an operating system and/or one or more applicatibns, and the remote compuiter shares
screen output access to the entire desktop or a particular application on the host computer
(and, if applicable, may also share access to input control via keyboard and a pointing
_device). The host computer and remote Acomputer may both be owned or controlled by a
Citrix customer (as is typically the case witﬁ GoToMyPC, see baragraph 119), or one of
‘them may be owned or controlled by a third party who is not a Citrix customer (as is

typically' the case with GoToAssist and GoToMeeting, see paragraphs 124 and 128). '
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114, Citrix proVides each of the Online Offerings in a subscription format in which customers
pay monthly or annual subscription fees in exchange for unlimited access to the specified
offering for the subscription period. See Exhibits 81 through 85.

115.  Citrix maintains, configures, updates and contrpls its hardware, and the software hosted

| oﬁ Citrix’s servers (the “Server Software”), that is required to run each of the Online
Offerings. Citrix has a technical operations team of approximately 130 emplloyees who
are responsible for the maintenance, conﬁguration, updating and control of fhe Citrix
network hardware and the Server Software. Citrix provides a locally-insialled client
software application (the “Endpoint Software™) that allows access to the Online Offerings
by connecting a host computer or remote computer to Citrix’s web servers.

116. Citrix does not provide any service allowing a customer to connect its compﬁterlor other
device to Citrix’s web-servers through any means other than an Internet connection
se_parétely purchased by the customer. Citrix’s custofners must purchase Internet access
from a third party other than Citrix in order to abcess the Online Offerings.

117.  Similarly, customers connecting to the GoToMeeting offgrings by felephone must
purchase teléphone service. from a third party other than Citrix. Customers wishing to
make a toll-free dial-in number available for their GoToMeetings can purchase that
service from Citrix Online Audio for a separate charge. The taxability of sales by Citrix
Online Audio are not at issue in these appeals.

118. All tfansmission of data in connection with the Online Offerings’ takes place over a
separately-purchased Internet or telephone connection as described in paragraphs 116 and

117 that is not provided by Citrix.

GoToMyPC
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119.  GoToMyPC is an online remote access offering that allows users to securely access and
operate their personal computefs from a remote location or device that securely connects
to the user’s personal computer through. Citrix’s web servers. Both the host computer
and the remote computer or device are typically owned or controlled by the customer.

120.  Citrix provides GoToMyPC principéliy through proprietary software (the “GoToMyPC
Server Software™) togefher with é dediéated network of switches, routers, servers and
other hardware. The GoToMyPC Server Softwaré is at _all times stored, executed,
maintained, updated and controlled on servers owned or leased by Citrix. Citrix provides
a'locally-installed/downloaded client softwafe application (ﬁhe “GoToMyPC Endpoint

| Software”) that allows access to GoToMyPC as discussed below.

121. Tﬁe customer must install the GoToMyPC Endpoint Software on the host computér
(“Hosf—Side Endpoint Software”). - See Exhibit 86. ‘This Host-Side Endpoint Software
must be installed and running on the host computer to. allow remote access to the host

computer. The customer then accesses GoToMyPC from a remote computer or other

device either over the Internet,. by logging in at ﬂttpé//www.got()mypc.com (which
downloads and installs the GoToMyPC Endpoint Software on the remote device if
necessary and initiates a connection) or by executing a copy of the GoToMyPC Endpoint
Software thét is already installed on the remote device (“i{emote-Side Endpoint
Software™).

122. The Host-Side Endpoint Software and Remote-Side Endpoint Software have no utility
apart from allowing access to GoToMyPC, and they are not required to be removed from
the host computer or remote computer or other device if the customer terminates his or

her subscription to GoToMyPC.
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123.  After the customer initiates a GoToMyPC connection, as described in paragraph 121, the
customer can use the remote de\}ice to access and control the software and data that are
located on the host computer. The customer requests initiation or termination of the
GoToMyPC connection.

GoToAssist

124. GoToAssist is an online screen-sharing solution that allows users to share screen and |
input control access to a computer in real tirﬁe for purposes of facilitating technical
support. The remote computer-is typically owned or controlled by a technical suppoﬁ
professional, who ‘is Citrix’s customer, and the host computer is owned or controlled by a
third party who is the recipient of the technical support. In a support session, the
techhical support professional can view the screen output of the support 'recipient’s
computer and can exercise keyboard and mouse control over that computer 1n real time.
The connection befween the two machines takes place over the Internet or within a local
.area or wide area network. Citrix provides two categories of GoToAssist: GoToAssist
Express (which is designed principally for individual providers of technical support
services) and GoToAssist Corporate (which is designed principally for technical support
organizations and internal technical support departments within bﬁsinesses).

125. Citri* provides GoToAssist using dedicated hardware and software (the “GoToAssist
Server Software™) that is stored, executed, maintained, updated and controlled on servers
-owned or leased by Citrix. Citrix provides a locally-installed/downloaded client software
Vapplication (the “GoToAssist Ehdpoint Software”) that allows access to GoToAssist as |
discussed below. A customer accesses. GoToAssist using the GoToAssist Endpoint

Software provided by Citrix, which the customer downloads and installs on the
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customer’s computer, and which is installed on the service recipient’s computer as

described in paragraph 127. See Exhibit 87. The Endpoint Software has no utility apart

from allowing access to GoToAssist, and is not required to be removed from either the

customer’s or the service recipient’s computer if the customer terminates his or her
subscription to GoToAssist. |

To initiate a session, the support professional logs into his or her account through a web
browser at https://secure.gotoassist.c&m, at which time GoToAssist provides the
professional with a session identifier code. The suppbft professional may also connect to
GoToAssist through the GoToAssist Endpoint Software. See Exhibit 87.

The sﬁpport professional communicates the session identifier code to the v_support
recipient via telephone. or émail, and the suppdrt recipient uses the code to log on to thev
session through his or her own web browser at a separate address,‘ http://fastsupport.com,

which does not require an account with GoToAssist. As part of the logon procesS, the

support recipient’s computer downloads the GoToAssist Endpoint Software. The

GoToAssist Endpoint Software mayk remain on the support recipient’s computer after the
support session is completed or the support recipient may remove it if he or she so
chooses.

GoToMeeting is a family of online conferencing solutions—consisting of GoToMéeting, ,
GoToWeBinar and GoToTraining (collectively, the “GoToMeeting offerings”)—that
permit users to share sc’reeﬁ access and conﬁol for purposes of online presentétions,;

demonstrations and collaboration. The host computer is owned or controlled by a
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meeting organizer who is Citrix’s custbmcr; the remote computers are owned or
controlled by third parties who are participating in the meeting.

129.  Citrix provides GoToMeeting using dedicated hardware and software (the “GoToMeeting
Server Software™) that is stored, executed, maintained, updated and contfolled on servers
owned or leased by Citrix. .

130. Citrix provides a Ioéally-installed/downloaded client software application (the
“GoToMeeting Endpoint Software”) that allows access to GoToMeeting as discussed ‘
below. See Exhibit 88. The GoToMeeting Endpoint Software has no utility apart from
allowing access to GoToMeeting, and is not required to be removed from either the
customer’s or a participant’s cbmputer cither at the end of the meeting or if the customer
terminates his or her subscripﬁon to GoToMeeting.

131.  Web conferences are initiated by the meeting organizer, wﬁo can invite participants using
telephone, email, instant message or other means. The organizer méy initiate a
conference using a web browser or by directly accessing the GoToMeeting Endpoint
Software, which' allows the GoToMeeting Server Software to éommunicate with the
organizer’s computer. The GoToMeeting Server Software provides a meeting identifier,
’which’ participants can use to join the conference (either by using a browser to visit
http://www.joingotoméeting.com and entering the meeting identifier or by clicking the
link in an invitation email). The participant’s browser then initiates the download and
.installation of the GoToMeeting Endpoint Software. See Exhibit 88.

132. The GoToMeeting Endpoint Software on the organizer’s computer allows the orgarﬁzer
to begin and end the conference (and, if applicable, recording of the conference) and to

make selections regarding the conference, such as the application(s) to be included in
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screen sharing. Participants in the conference have no control over the conference other
than joining or exiting, participating in chat or feedback, and, to the extent permitted by

the organizer, sharing control over one or more applications or documents on the

organizer’s computer.

Respectfully submitted,
CITRIX SYSTEMS, INC.,

COMMISSIONER OF REVENUE,
By his attorney, | By its attorney,

e A W bt ot

Matthew D. Schnall BBO# 564990

Timothy R. Stille BBO # 557119
Department of Revenue ~ WilmerHale
Litigation Bureau 60 State Street

100 Cambridge Street, 7™ Floor : Boston, MA 02109
Boston, MA 02114 617-526-6892

617-626-3225

Date: 2~ J/6 ‘Date: 2-9-1 (¢
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UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K
(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF
1934

For thefiscal year ended December 31, 2007

or

0O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT
OF 1934

For thetransition period from to

Commission File Number 0-27084

CITRIX SYSTEMS, INC.

(Exact name of registrant as specified in its charter)

Delaware 75-2275152
(State or other jurisdiction of (1.R.S. Employer
incorporation or organization) I dentification No.)

851 West Cypress Creek Road
Fort Lauderdale, Florida 33309

(Address of principal executive offices, including zip code)

Registrant’stelephone number, including area code: (954) 267-3000

Securitiesregistered pursuant to Section 12(b) of the Act:

Common Stock, $.001 Par Value The NASDAQ Stock Market LLC

(Title of each class) (Name of each exchange on which registered)

Securitiesregistered pursuant to Section 12(g) of the Act: NONE

Indicate by check mark if the registrant is awell-known seasoned issuer, as defined in Rule 405 of the SecuritiesAct. Yes O No
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes 0 No

Indicate by check mark whether the registrant (1) hasfiled al reports required to be filed by Section 13 or 15(d) of the Securities Exchange
Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be
contained, to the best of registrant’s knowledge, in definitive proxy or information statements incorporated by referencein Part 111 of this Form 10-
K or any amendment to this Form 10-K. O

Indicate by check mark whether the registrant is alarge accel erated filer, an accelerated filer or anon-accelerated filer or asmaller reporting
company. See definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting company” in 12b-2 of the Exchange Act.
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Large accelerated filer O Accelerated filer
O Non-accelerated filer O Smaller reporting company

Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes O No

The aggregate market value of Common Stock held by non-affiliates of the registrant computed by reference to the price of the registrant’s
Common Stock as of the last business day of the registrant’s most recently completed second fiscal quarter (based on the last reported sale price
on The Nasdaq Global Select Market as of such date) was $6,026,508,654. As of February 20, 2008 there were 185,289,377 shares of the registrant’s
Common Stock outstanding.

DOCUMENTSINCORPORATED BY REFERENCE

The registrant intends to file a proxy statement pursuant to Regulation 14A within 120 days of the end of the fiscal year ended December 31,
2007. Portions of such proxy statement are incorporated by reference into Part |11 of this Annual Report on Form 10-K.
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PART |

ThisAnnual Report on Form 10-K contains forwar d-looking statementswithin the meaning of Section 27A of the Securities Act of 1933,
asamended, and Section 21E of the Securities Exchange Act of 1934, asamended. Actual results could differ materially from those set forth in
the forward-looking statements. Certain factorsthat might cause such a difference are discussed in thisreport, includingin Part I, [tem 1A
“Risk Factors’ beginning on page 10.

ITEM 1 BUSINESS
General

Citrix Systems, Inc. is a Delaware corporation founded on April 17, 1989. We design, develop and market technology solutions that allow
applications to be delivered, supported, and shared on-demand with high performance, enhanced security, and improved total cost of ownership,
or TCO. We market and license our products through multiple channels such as value-added resellers, or VARs, channel distributors, system
integrators, or Sls, independent software vendors, or ISV's, our Websites and original equipment manufacturers, or OEMs.

Business Overview

Our goal isto enable aworld where virtually anyone can work from almost anywhere. In our drive to achieve our vision, we have been an
innovator in the information technology, or IT, industry for more than a decade, since the completion of our initial public offering in December
1995.

Our three main waves of innovation have had a significant impact on the I T industry:

*  Our first wave of innovation, in the mid-1990s, enabled the virtualization of the Windows desktop with our WinFrame® product. Thisin
turn enabled thin-client computing.

»  Our second wave of innovation, from the late 1990s to the early 2000s, focused on bringing the advantages of application virtualization
and IT centralization to businesses with our MetaFrame® line of presentation server products. When an application isvirtualized, the
businesslogic of the application runs on a central server, and only screen pixels, keystrokes, and mouse movements — not actual data
— are transmitted via an encrypted channel to the user’s computer. Keeping applications under the centralized control of IT
administrators enhances data security and reduces the costs of managing separate clients and applications on every user's desktop.
Through our application virtualization solutions, we became a market leader in server-based computing.

»  Our third wave of innovation is ongoing, focusing on a unique and holistic approach to solving application delivery problems, and
equipping business to change on-demand. Since 2002, we have transformed Citrix from acompany with one product line, to one that
offers abroad portfolio of solutions that make people more productive through on-demand access to applications from virtually
anywhere. In 2007, we took amajor step forward in this wave of innovation by acquiring XenSource, Inc., or XenSource, a privately
held leader in enterprise-grade virtual infrastructure solutions. This acquisition moves Citrix, a pioneer in the application virtualization
market, into adjacent server and desktop virtualization markets. By acquiring XenSource, Citrix is positioned as the only company to
offer organizations an end-to-end application delivery infrastructure that leverages the method of application, desktop and server
virtualization suited for the dynamic delivery of applicationsto virtually any user.

During this period, our revenues have grown from $527.4 million in 2002 to $1.39 hillion in 2007.

Today, we design, develop, market, sell and support multiple productsin an IT market category called Application Delivery Infrastructure.
Our product family brand, announced in early 2008, for all our infrastructure solutionsisthe Citrix Delivery Center. These products include
solutions for application, server and desktop virtualization, Web application optimization, application performance monitoring, branch office
application delivery and wide area network, or WAN, optimization, secure sockets layers/virtual private network, or SSL/V PN, gateways, and
Internet Protocol, or IP, telephony.

We also offer our GoTo services - GoToMyPc®, GoToMeeting®, GoToAssist®, GoToWebinar™ and all their variants, collectively called
Online Services - through our Online Services Division.

Products

Citrix Delivery Center is designed to offer comprehensive solutions across all dimensions of application, server and desktop virtualization as
well as application and network optimization. In many cases, I T organizations have not taken a holistic, architectural approach to application
delivery. Instead they have taken an incremental approach creating I T systems for delivering applications that are too static, too complex, and
costly to maintain. With the realities of slow-growing technology budgets and fast-changing business needs the strategic, architectural approach
to application, server and desktop delivery that we offer has the capacity to enable business change.
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Virtualization and Management Systems

Our Virtualization and Management Systems are focused on devel oping and marketing technol ogies and solutions and products for server
virtualization, and application performance monitoring.

Server Virtualization

+ Citrix®XenServer ™ is an enterprise-class platform for managing server virtualization in the datacenter as a flexible aggregated pool of
computing and storage resources. Based on the high-performance Xen virtualization engine, Citrix XenServer combines comprehensive
server virtualization capabilities with scalability, performance and ease-of-use. The product line ranges from Citrix XenServer Express
Edition, a single-server solution available for free download, to the more comprehensive Citrix XenServer Enterprise Edition, formerly
XenEnterprise. In early 2008, we announced XenServer Platinum edition, which addresses both virtual and physical servers.

» Citrix Provisioning Server ™ enables I T organizationsto dynamically stream datacenter and desktop operating systems and
workloads to both virtual and physical machines from a central location. The solution enables more agile and cost-effective delivery of
applications and desktops, and complements XenServer.

Application Performance Monitoring

+ Citrix® EdgeSight® for Endpointsis an agent-based monitoring solution that provides real-time visibility from the end-user
perspective to the performance of virtually any application.

+ Citrix EdgeSight for XenApp is an agent-based monitoring solution that provides real-time visibility from the end-user perspective to
the performance of applications delivered by XenApp.

In 2008, we expect to add a key new product to Citrix Delivery Center which will allow customers to orchestrate communications between
multiple Citrix Delivery Center products, called Citrix Workflow Studio. It will allow asimpler and faster integration of Citrix products aswell as
support third-party solutions.

Online Services
Online Servicesis focused on devel oping and marketing Web-based access, support and collaboration software and services.

*+  GoToMyPC® isan online, managed service that provides secure, remote access to Windows® PC desktops from virtually any
Internet-connected computer. GoToMyPC, which sets up easily with a secure encrypted connection, enables individual s to remotely
use any resources hosted on their desktop just as though they were sitting in front of their PC. GoToMyPC® Pro, tailored for the
needs of professionalsand small offices, supports up to 20 PCs, rolls out secure remote access for multiple usersin minutes, and
features an administration Website in which managers can add, suspend and del ete users and run usage reports.

+ GoToMeeting® isan online, easy-to-use, secure and cost-effective solution for online meetings, training sessions and collaborative
gatherings. GoToMeeting allows a user with a PC and an Internet browser to easily host, attend or participate in an online meeting or
session without significant training. GoToM eeting features advanced secure communication architecture that uses industry-standard
SSL and meets U.S. government standards. The service offersflat-fee pricing for any number of meetings of any length, for up to 10
attendees per meeting. We also offer GoToM eeting Corporate which supports five or more organizers and 25 to 200 attendees per
meeting, and features advanced secure communication architecture that uses industry-standard SSL and meets U.S. government
standards.

+ GoToAssist® isaleading, online, remote technical-support solution that enables organizations to provide secure, on-demand support
over the Internet. GoToA ssist enables support staff to view and control the desktop of a user, requires no client software or additional
resources, works automatically and securely through virtually every firewall, even over dial-up connections, and integratesinto
existing infrastructure.

+ GoToWebinar™ isasimple and affordable solution to conduct online events, such as large sales presentations and marketing events
over the Internet. GoToWebinar has the capacity to scale to 1,000 attendees per event and includes such features as full-service
registration with real-time reports, customized branding of Webinar materials, automated e-mail templates, free integrated voice
conferencing or toll-free service, attendee polling and survey capability, Webinar dashboard to monitor audiences, and easy controls
for quickly changing presenters.

Technical Services

We provide aportfolio of services designed to allow our customers and entities with which we have a technology relationship to maximize
the value of our Citrix Delivery Center solutions. These services are available as afeature of our business-development program and are available
for additional feesto customers.

+ Consulting services' objectiveisto help ensure the successful implementation of our solutions. Tested methodol ogies, certified
professional s and best practices developed from real-world experience allow our consulting services organization to provide guidance
and support to partners and customers to maximize the effectiveness of their accessinfrastructure implementations.
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Revenues

Net revenuesinclude the following categories: Product Licenses, License Updates, Online Services and Technical Services. Product
Licenses primarily represent feesrelated to the licensing of the following products:

. Our Application Virtualization products, including XenApp (formerly Presentation Server) and Access Essentials;
. Our Application Networking products, including our NetScaler, Access Gateway and WANScaler products;
. Our Application Performance Monitoring products, including EdgeSight; and

. Our Server Virtualization products, including Provisioning Server (formerly Ardence) and XenServer, both acquired in our 2007
Acquisitions.

In addition, we offer incentive programsto our channel distributors and value-added resellers to stimulate demand for our products.
Revenues associated with these programs are partially offset by these incentives to our channel distributors and value-added resellers.

Our Application Virtualization Product License revenue accounted for approximately 76.3% of our Product License revenue for the year
ended December 31, 2007, 81.0% of our Product License revenue for the year ended December 31, 2006 and 93.2% of our Product License revenue
for the year ended December 31, 2005. The decrease in our Application Virtualization Product License revenue as a percent of our total Product
License revenue when comparing the year ended December 31, 2007 to the year ended December 31, 2006 is primarily due to increased sales of our
Application Networking products, including the full year impact of the addition of our WANScaler products, and to alesser extent, the addition of
our Provisioning Server productsin 2007 and the full year impact of our EdgeSight products. During 2008, we expect our Application Virtualization
Product License revenue to continue to decrease as a percent of our total Product License revenue primarily due to expected increases in sales of
our newly acquired XenServer product and our Application Networking products. License Updates consist of fees related to our Subscription
Advantage program that are recognized ratably over the term of the contract, which istypically 12 to 24 months. Subscription Advantageisan
annual renewable program that provides subscribers with automatic delivery of software upgrades, enhancements and maintenance releases when
and if they become available during the term of the subscription. We anticipate that Subscription Advantage will continue to be of strategic
importance to our business throughout 2008 because it fosters long-term customer relationships and gives us improved visibility and predictability
dueto the recurring nature of this revenue stream. Online Services revenues consist primarily of fees related to online service agreements and are
recognized ratably over the contract term. Technical Services revenues are comprised of fees from technical support services which are recognized
ratably over the contract term, as well as revenues from product training and certification, and consulting services revenue related to
implementation of our products, which is recognized as the services are provided.

Year Ended December 31, Comzpoaor7ed to Comzpoa?rGed to
2007 2006 2005 2006 2005
(In thousands)
Revenues:

Product licenses $ 577,144 $ 488,487 $409,435 $ 88,657 $ 79,052
License updates 484,669 405,756 331,102 78,913 74,654
Online services 213,744 148,795 99,097 64,949 49,698
Technical services 116,385 91,281 69,088 25,104 22,193
Total net revenues $1,391,942 $1,134,319 $908,722 $ 257,623 $ 225,597

Product Licenses

Product License revenue increased during 2007 when compared to 2006 primarily due to increased sales of our Application Virtualization and
Application Networking products and, to alesser extent due to sales of our Provisioning Server products acquired in 2007. Product License
revenue increased during 2006 when compared to 2005 primarily dueto the full year impact and increased sales of our Application Networking
products and, to alesser extent, increased sales of our Application Virtualization products. We currently anticipate that our Application
Virtualization Product License revenue will beflat to slightly down when comparing the first quarter of 2008 to the fourth quarter of 2007; however,
for fiscal year 2008, we expect Product License revenue to increase overall primarily due to growth from our Application Virtualization products,
expected growth from sales of our newly acquired XenSource products, and to alesser extent, increased sales of our Application Networking
products.

34

80



Table of Contents

CITRIX SYSTEMS, INC.
CONSOLIDATED STATEMENTSOF INCOME

Year Ended December 31,
2007 2006 2005
(In thousands, except per share
infor mation)

Revenues:
Product licenses $ 577,144 $ 488,487 $409,435
License updates 484,669 405,756 331,102
Online services 213,744 148,795 99,097
Technical services 116,385 91,281 69,088
Total net revenues 1,391,942 1,134,319 908,722
Cost of revenues.
Cost of product license revenues 42,984 32,911 14,404
Cost of servicesrevenues 65,027 46,585 26,929
Amortization of product related intangibles 29,596 19,202 16,766
Total cost of revenues 137,607 98,698 58,099
Gross margin 1,254,335 1,035,621 850,623
Operating expenses:
Research and devel opment 205,103 155,331 108,751
Sales, marketing and support 590,409 480,343 394,153
General and administrative 229,229 178,669 125,425
Amortization of other intangible assets 17,387 16,934 11,622
In-process research and devel opment 9,800 1,000 7,000
Total operating expenses 1,051,928 832,277 646,951
Income from operations 202,407 203,344 203,672
Interest income 49,704 41,210 23,614
Interest expense (737) (927) (2,426)
Other expense, net (466) (546) (506)
Income before income taxes 250,908 243,081 224,354
Income taxes 36,425 60,084 58,745
Net income $ 214,483 $ 182,997 $165,609
Earnings per share:
Basic $ 1.18 $ 1.01 $ 096
Diluted $ 1.14 $ 0.97 $ 093
Weighted average shares outstanding:
Basic 181,501 180,992 172,221
Diluted 187,380 187,725 177,771

See accompanying notes.
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PART |

ThisAnnual Report on Form 10-K contains forwar d-looking statementswithin the meaning of Section 27A of the Securities Act of 1933,
asamended, and Section 21E of the Securities Exchange Act of 1934, asamended. Actual results could differ materially from those set forth in
the forward-looking statements. Certain factor sthat might cause such a difference arediscussed in thisreport, includingin Part |, Item 1A
“Risk Factors’ beginning on page 12.

ITEM 1 BUSINESS
General

Citrix Systems, Inc. is a Delaware corporation founded on April 17, 1989. We design, develop and market technology solutions that allow
applications to be delivered, supported, and shared on-demand with high performance, enhanced security, and improved total cost of ownership,
or TCO. We market and license our products through multiple channels such as value-added resellers, or VARs, channel distributors, system
integrators, or Sls, independent software vendors, or ISV's, our Websites and original equipment manufacturers, or OEMs.

Business Overview

Our goal isto enable aworld where virtually anyone can work from almost anywhere. In our drive to achieve our vision, we have been an
innovator in the information technology, or I T, industry for almost two decades.

Our three main waves of innovation have had a significant impact on the I T industry:

*  Ourfirst wave of innovation, in the mid-1990s, enabled the virtualization of the Windows desktop with our WinFrame® product. Thisin
turn enabled thin-client computing.

*  Our second wave of innovation, from the late 1990s to the early 2000s, focused on bringing the advantages of application virtualization
and IT centralization to businesses with our MetaFrame® line of presentation server products. When an application isvirtualized, the
business logic of the application runs on a central server, and only screen pixels, keystrokes, and mouse movements—not actual
data—are transmitted via an encrypted channel to the user’s computer. Keeping applications under the centralized control of IT
administrators enhances data security and reduces the costs of managing separate clients and applications on every user’s desktop.
Through our application virtualization solutions, we became amarket leader in server-based computing.

»  Our third wave of innovation is ongoing, focusing on a unique and holistic approach to solving application delivery problems, and
equipping business to change on-demand. Since 2004, we have transformed Citrix from acompany with one product line, to one that
offersabroad portfolio of solutions that make people more productive through on-demand access to applications from virtually
anywhere. In 2007, with the acquisition of XenSource, we' ve moved Citrix, a pioneer in the application virtualization market, into the
adjacent server and desktop virtualization markets. Asaresult, Citrix is positioned as the only company to offer organizations an end-
to-end application delivery infrastructure that |everages the method of application, desktop and server virtualization best suited for the
dynamic delivery of applicationsto virtually any user.

During this period from 2004 to 2008, our revenues have grown from $741.2 million in 2004 to $1.58 billion in 2008.

Today, we design, develop, market, sell and support multiple productsin an IT market category called Application Delivery Infrastructure.
Our product family brand for all our infrastructure solutionsisthe Citrix Delivery Center™.

We also offer our GoTo services - GoToMyPc®, GoToM eeting®, GoToAssist®, GoToWebinar® and all their variants, collectively called
Online Services, through our Online Services division.
Products

We develop and market comprehensive solutions across al dimensions of application, server and desktop virtualization aswell as
application and network optimization under the product brand Citrix Delivery Center™. In many cases, | T organizations have not taken a holistic,
architectural approach to application delivery. Instead they have taken an incremental approach creating I T systems for delivering applications
that are too static, too complex, and costly to maintain. With the realities of slow-growing technology budgets and fast-changing business needs,
the strategic architectural approach to application, server and desktop delivery that we offer has the capacity to enable business change.

This overview provides adiscussion of our major products and service offeringsin these areas.
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In addition to these major products in these core market areas of application, desktop and server virtualization, and application networking,
we offer several feature capabilities customers can choose to add val ue to our major products including EdgeSight®, Citrix Password Manager,
Provisioning Server, Citrix Application Firewall™ and Citrix Easy Call™. Further, we offer aremote access product, called Citrix Access Essentials™,
aimed at small businesses supporting up to 75 users.

Online Services

Online Servicesisfocused on devel oping and marketing Web-based access, support and collaboration software and services.

GoToMyPC® is an online solution that provides secure, remote access to Windows® PC desktops from virtually any Internet-
connected computer. GoToMyPC, which sets up easily with a secure encrypted connection, enables individuals to remotely use any
resources hosted on their desktop just as though they were sitting in front of it. GoToMyPC® Pro, tailored for the needs of
professionals and small offices, supports up to 50 PCs, rolls out secure, remote access for multiple usersin minutes, and features an
administration Website in which managers can add, suspend and del ete users and run usage reports. GoToMyPC® Corporateis built
for businesses that require detailed reporting, in-depth administration features, assign and manage remote-access privileges for
employees with advanced security features.

GoToMeeting® is an online, easy-to-use, secure and cost-effective solution for online meetings, training sessions and collaborative
gatherings. GoToMeeting allows auser with a PC or Mac and an Internet browser to easily host, attend or participatein an online
meeting or session without significant training. GoToMeeting is capable of providing a standard PSTN conference dial-in number,
voice over Internet protocol (VOIP), or auser provided dial-in number. It features advanced secure communication architecture that
uses industry-standard secure sockets layers, or SSL. The service offers flat-fee pricing for any number of meetings of any length, for
up to 15 attendees per meeting. We also offer GoToM eeting® Corporate which supports multiple organizer accounts, unlimited
meetings with up to 25 attendees, robust reporting, additional customization options and advanced administrative capabilities.

GoToAssist® isaleading, online, remote technical-support solution that enables organizations to provide secure, on-demand support
over the Internet. GoToAssist enables support staff to view and control the desktop of auser, requires no client software or additional
resources, works automatically and securely through virtually every firewall, even over dial-up connections, and integrates into
existing infrastructure.

GoToWebinar® is asimple and affordabl e solution to conduct online events, such as large sal es presentations and marketing events
over the Internet. GoToWebinar has the capacity to scale to 1,000 attendees per event and includes such features as full-service
registration with real-time reports, customized branding of Webinar materials, automated e-mail templates, free integrated voice
conferencing or toll-free service, Vol P, attendee polling and survey capability, Webinar dashboard to monitor audiences, and easy
controlsfor quickly changing presenters.

In October 2008, we acquired Vapps, an audio services company, with advanced VOl P-based audio technology. We plan to market
conference calling services directly to small business users, or SMBs, and enterprises based on Vapps' audio services technology.

Technical Services

We provide a portfolio of services designed to allow our customers and entities with which we have atechnology relationship to maximize
the value of our Citrix Delivery Center solutions. These services are available are available for additional feesto customers.

Consulting Services help ensure the successful implementation of our solutions. Tested methodologies, certified professionals and
best practices devel oped from real-world experience alow our consulting services organization to provide guidance and support to
partners and customers to maximize the effectiveness of their access infrastructure implementations.

Technical Support Services accommodate the unigue ongoing support needs of customers. Our technical support services are
specifically designed to address the variety of challenges facing access infrastructure environments. We offer five support-level
options, global coverage and personalized relationship management.

Product Training & Certification teaches customers and partners how to optimally utilize Citrix products and keep their organizations
running smoothly. Authorized Citrix training is available when and how it is needed. Traditional or virtual instructor-led training
offerings feature Citrix Certified Instructors conducting scheduled classesin a classroom or remote setting at one of approximately 280
Citrix Authorized Learning Centers™, or CALCs, worldwide. CALCs are staffed with
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Revenues

Net revenuesinclude the following categories: Product Licenses, License Updates, Online Services and Technical Services. Product
Licenses primarily represent fees related to the licensing of the following major products:

. Our Application Virtualization products, including XenApp;

. Our Application Networking products, including NetScaler, Citrix Repeater and Access Gateway;
. Our Desktop Virtualization product, including XenDesktop; and

. Our Server Virtualization product, including XenServer.

In addition, we offer incentive programs to our channel distributors and VARs to stimulate demand for our products. Revenues associated
with these programs are partially offset by these incentivesto our channel distributorsand VARS.

License Updates consist of fees related to our Subscription Advantage program that are recognized ratably over the term of the contract,
whichistypically 12 to 24 months. Subscription Advantage is an annual renewable program that provides subscribers with automatic delivery of
unspecified software upgrades, enhancements and maintenance releases when and if they become available during the term of the subscription.
Online Services revenues consist primarily of feesrelated to online service agreements and are recognized ratably over the contract term. Technical
Services revenues are comprised of fees from technical support services which are recognized ratably over the contract term, as well as revenues
from product training and certification, and consulting services revenue related to implementation of our products, which is recognized asthe
services are provided.

2008 2007
Year Ended December 31, Compared to Compared to

2008 2007 2006 2007 2006

(In thousands)
Revenues:

Product licenses $ 620215 $ 577,144 $ 488487 $ 43,071 $ 88,657
License updates 559,340 484,669 405,756 74,671 78,913
Online services 260,065 213,744 148,795 46,321 64,949
Technical services 143,734 116,385 91,281 27,349 25,104
Total net revenues $1,583,354 $1,391,942 $1,134,319 $ 191,412 $ 257,623

Product Licenses

Product License revenue increased during 2008 when compared to 2007 primarily due to increased sales of our Application Networking
products, sales of our newer productsincluding our Server and Desktop Virtualization products and to alesser extent, our Application
Virtualization products. Product License revenue increased during 2007 when compared to 2006 primarily due to increased sales of our Application
Virtualization and Application Networking products and, to alesser extent due to sales of our products acquired in 2007. We currently expect
Product License sales to decrease when comparing the first quarter of 2009 to the first quarter of 2008 primarily due to anticipated continued
weakness in the global economy and its anticipated impact on the I T spending of our customers.

License Updates

License Updates revenue increased during 2008 when compared to 2007 primarily due to increasing renewals related to our Subscription
Advantage program over alarger base of subscribers and to alesser extent an increase in new Subscription Advantage licenses. License update
revenue increased during 2007 when compared to 2006 primarily due to alarger base of subscribers and increasing renewals related to our
Subscription Advantage program. We currently anticipate that License Updates revenue will increase when comparing the first quarter of 2009 to
the fourth quarter of 2008 due primarily to renewals over our installed customer base; however, these increases will be at a slower rate than
experienced in 2008.

Online Services

Online Services revenue increased during 2008 when compared to 2007 primarily due to increased sales of our real-time application
collaboration services and, to alesser extent our Web-based access services. Online Services revenue increased during 2007 when compared to
2006 primarily due to increased sales of our real time application collaboration services. We currently expect our Online Services revenue to
increase slightly when comparing the first quarter of 2009 to the fourth quarter of 2008; however, we anticipate the overall rate of growth for this
group to be slower than experienced in 2008.
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CONSOLIDATED STATEMENTSOF INCOME

Revenues:
Product licenses
License updates
Online services
Technical services

Total net revenues

Cost of net revenues:
Cost of product license revenues
Cost of servicesrevenues
Amortization of product related intangibl e assets
Total cost of net revenues

Gross margin

Operating expenses:
Research and development
Sales, marketing and services
General and administrative
Amortization of other intangible assets
In-process research and devel opment

Total operating expenses

Income from operations
Interest income

Interest expense

Other expense, net

Income before income taxes
Income taxes

Net income
Earnings per share:
Basic
Diluted
Weighted average shares outstanding:
Basic
Diluted

CITRIX SYSTEMS, INC.

See accompanying notes.
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Year Ended December 31,

2008

2007

2006

(In thousands, except per share information)

$ 620215 $ 577,144  $ 483487
550,340 484,669 405,756
260,065 213,744 148,795
143,734 116,385 91,281

1583354 1,391,942 1,134,319
47,801 42,984 32,911
79,303 65,027 46,585
48,028 29,596 19,202
175,132 137,607 98,698

1408222 1,254,335 1,035,621
288,109 205,103 155,331
669,569 590,409 480,343
256,679 229,229 178,669
22,724 17,387 16,934

1,140 9,800 1,000

1238221 1,051,928 832,277
170,001 202,407 203,344
31,506 49,704 41,210

(444) (737) (927)
(4,140) (466) (546)
196,923 250,908 243,081
18,647 36,425 60,084

$ 178276  $ 214483  $ 182,997

$ 097 $ 118 $ 101

$ 09 $ 114 $ 097
183,023 181,501 180,992
186,682 187,380 187,725
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PART |

ThisAnnual Report on Form 10-K contains forwar d-looking statements within the meaning of Section 27A of the Securities Act of 1933,
asamended, and Section 21E of the Securities Exchange Act of 1934, asamended. Actual results could differ materially from those set forth in
the forward-looking statements. Certain factorsthat might cause such actual resultsto differ materially from those set forth in these forward-
looking statementsareincluded in Part I, Item 1A “ Risk Factors’ beginning on page 14.

ITEM 1 BUSINESS
General

Citrix Systems, Inc. isaDelaware corporation founded on April 17, 1989. We design, develop and market technology solutions that enable
information technology, or IT, services to be securely delivered through our virtual computing infrastructure on demand — independent of
location, device or network. Our customers achieve lower I T operating costs, increased information security, and greater business agility using
Citrix technologies that virtualize business meetings, user support, client hardware, desktop operating systems, applications, networks, server
hardware and cloud services. We market and license our products directly to enterprise customers, over the web, and through systems integrators,
or Sls, in addition to indirectly through value-added resellers, or VARS, value-added distributors, or VADSs, and original equipment manufacturers,
or OEMs.

Business Overview

Our long-term vision isto enable people to work or play — anywhere. For over two decades, we have passionately pursued thisvision
through successive waves of invention. The first wave, beginning in the early-1990's, enabled secure remote access to mission critical applications
for thousands of road warriors. This required the invention of a new way to “transmit” application screens allowing applications to be virtualized
instead of installed on the user’s personal computer, or PC, even over very thin network connections. IT administrators found that virtualized
applications on acentral server made them more secure, faster running, easier to update and much more accessible. The shifting of computing to
servers also allowed the invention of thin-clients and network computers powered by Citrix client and server technologies. Since the early 1990's
we have become aleading provider of server-based computing solutions and our products have been accepted by thousands of organizations as
strategic infrastructure for user mobility.

In the early 2000's, we turned our focus toward new market opportunities created by the massive connectivity of the internet, rapid
expansion of network bandwidth, and an explosion of device form factors such as smartphones, tablet PCs, and netbooks. In parallel, customers
began to realize the increasing val ue of mobility technologies like remote access, web collaboration and remote support tools. We also believe that
there are similar opportunities emerging in the datacenter to address high operating costs, inflexible infrastructure, and new application
architectures.

These opportunities have been the driving forces behind our second wave of invention, building on our core ideas and technologies for
virtualizing applications — extending them to adjacent product and technology markets. Since 2004, we have focused our investments on a broader
array of technologies, strategic acquisitions and new business models. This has expanded our core capabilities beyond application virtualization
to include desktop, client, and server virtualization. It has also made Citrix aleading manufacturer of network appliances, and one of the largest
providers of software-as-a-service, or SaaS, in the world.

Today, Citrix serves over 230,000 customers and over 100 million users every day in over 100 countries. Citrix products and services allow
people to collaborate, communicate and work virtually anywhere — using any device they choose. Our virtual computing infrastructure IT services
are securely delivered on demand, and we believe our datacenter computing resources are simpler, lower cost, and more efficient.

Invention and re-invention has driven our growth. Our diversified product lines, routes to-the-customer, and business models have been
enabled by our virtual computing products that enable collaboration as-a-service, desktop as-a-service and infrastructure as-a-service.

Products

Our products and servicestarget customers of all sizes— from individuals that subscribe to our GoToMyPC remote access service, to
network engineers that purchase our NetScaler web application devices, or the I T professional that licenses our XenDesktop infrastructure
products. This section provides an overview of our major product and services offerings.
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Desktop Solutions

Our Desktop Solutions — XenDesktop and X enA pp — reduce the complexity and cost of administering Windows-based applications and
desktopsin the enterprise.

Citrix® XenDesktop™ isafully integrated desktop virtualization system that gives customers the flexibility to deliver the desktop asa
service — dramatically simplifying desktop management for the broadest range of users. XenDesktop is availablein arange of packages
designed for viral adoption and several market segments. The Express Edition of XenDesktop is offered as afree download from our
websiteto allow I T professionalsto conduct no-cost trials. The XenDesktop VDI Edition is designed for virtual desktop projects that
only require the hosted virtual machine method of desktop delivery. The Enterprise and Platinum Editions of XenDesktop include all
our major virtual desktop delivery modelsin oneintegrated package, and also include Citrix XenApp for delivering on-demand
applicationsinto virtual or physical desktops. All versions of XenDesktop include Citrix HDX technologiesto give users a high-
definition experience — even when using multimedia, real-time collaboration, USB devices, and 3D graphics content, while consuming
90 percent less bandwidth than competing solutions. HDX fully leverages the Citrix ICA® protocol and adds Adaptive Orchestration
which dynamically optimizes performance and bandwidth to fit each unique user scenario. Each edition comes with user profile
management and provisioning services to stream a single desktop image, on-demand, to multiple serversin the datacenter. All editions
feature licensing for both Citrix XenServer and Microsoft Hyper-V virtualization infrastructure. The most advanced editions include our
FlexCast™ delivery technologies which allow virtual desktopsto be hosted in the datacenter or run locally at the endpoint, wherever
costs, security or mobility is optimal. We believe that our FlexCast technology dramatically improves our customer’s return on their
investment and makes desktop virtualization a practical reality for broad, enterprise-wide deployments.

Citrix® XenApp™ is awidely-deployed application virtualization solution that allows enterprise applications to be centralized and
delivered as an on-demand service. XenApp delivers applications in two ways: (1) hosted — by running application business logic on a
central server using our HDX technologies to securely transmit the application’s user experience to the endpoint device, or

(2) streamed — by running the application locally. Keeping applications under the centralized control of IT administrators enhances
data security and reduces the costs of managing separate clients and applications on every user’s desktop. The XenApp server runs
on Microsoft® Windows Server® 2008, Windows Server 2003 x64 Edition to Windows Server 2003, Windows® 2000 Server and several
versions of UNIX®. In 2009, we announced XenApp 5, offering improvementsin capacity planning, server provisioning and
application management. We offer XenApp as a standalone product in different editions. The Platinum Edition includes the most
features and adds powerful capabilitiesfor application performance monitoring, secure sockets layers/virtua private network, or
SSL/VPN, advanced SmartAccess™ control and single sign-on application security. The capabilities of XenApp are now availablein
XenDesktop Enterprise and Platinum Editions to provide a complete desktop virtualization system. XenApp continues to be available
as a standal one solution for self-service applications on demand for customers wishing to use it on physical PCs and with competing
virtual desktop products.

Online Services

Online Servicesis another areawhere we provide virtualization at the desktop in the form of virtual meetings, web-based desktop support,
and remote access. These products are delivered using the SaaS method where customers simply subscribe to our cloud-based online services
without making any capital investment. These SaaS-delivered products help customers reduce travel, increase tel e-working, and enable cost-
effective remote access and support.

GoToMeeting® is an online, easy-to-use, secure and cost-effective solution for online meetings sales demonstrations and collaborative
gatherings. GoToM eeting allows a user with a PC or Mac and an Internet browser to easily host, attend or participate in an online
meeting or session without significant training. GoToMeeting is capable of providing a standard PSTN conference dial-in number and
voice over Internet protocol, or Vol P. It features advanced secure communication architecture that usesindustry-standard secure
sockets layers, or SSL. The service offersflat-fee pricing for any number of meetings of any length, for up to 15 attendees per meeting.
We also offer GoToMeeting® Corporate which supports multiple organizer accounts, unlimited meetings with up to 25 attendees,
robust reporting, additional customization options and advanced administrative capabilities. GoToMeeting Corporate a so provides
optional integrated toll-free audio.
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GoToWebinar® is an easy-to-use, do-it-yourself webinar solution, allowing organizations to increase market reach and effectively
present online to geographically dispersed audiences. GoToWebinar allows users with a PC or Mac and an Internet browser to easily
host, attend or participate in awebinar session without significant training or I T support. GoToWebinar includes such features as full-
service registration with real-time reports, customized branding, automated email templates, polling and survey capabilities, webinar
dashboard to monitor attendance and participation, easy presenter controls for changing presenters and Vol P and toll-based phone
options. The service offers flat-fee pricing for unlimited webinars of any length, for up to 1,000 attendees per webinar.

GoToTraining® isthe easy online training tool that allowstrainers to deliver content to multiple trainees quickly and effortlessly,
alowing organizations to expand their training program while saving time and reducing travel costs. GoToTraining allows users to host
and participate in interactive online training sessions from either their PC or Mac. GoToTraining includes such features as full-service
registration with real-time reporting and management, online course catal og, automated reminder and follow-up emails, content library
to organize and store reusabl e content, materials, tests, polls, and Vol P and toll-based phone options. The service offers flat-fee
pricing for unlimited training sessions of any length, for up to 200 attendees per session.

GoToAssist® isaleading, online, remote technical-support solution that enablesindividual professionals and organizations of all sizes
to provide secure, on-demand support over the Internet. GoToAssist enables support staff to instantly view and control the desktop
of auser without the need to pre-install client software. There are two versions: GoToAssISt® Express and GoT oA ssist® Corporate.
They both work automatically and securely through virtually every firewall, even over dial-up connections, and they easily integrate
into existing infrastructure.

GoToMyPCe® is an online solution that provides secure, remote access to PC and Mac from virtually any Internet-connected computer.
GoToMyPC, which sets up easily with a secure encrypted connection, enables individuals to remotely use any resources hosted on
their desktop just as though they were sitting in front of it. GoToMyPC® Pro, tailored for the needs of professionals and small offices,
supports up to 50 PCs, rolls out secure, remote access for multiple usersin minutes, and features an administration Websitein which
managers can add, suspend and del ete users and run usage reports. GoToMyPC® Corporate is built for businesses that require
detailed reporting, in-depth administration features, assign and manage remote-access privileges for employees with advanced security
features.

Datacenter and Cloud Solutions

Our Datacenter and Cloud Solutions bring lower operating costs, greater flexibility and cloud-enablement to the enterprise datacenter. These
products are also designed to power public “clouds” when used by hosting and cloud service providers. Our datacenter and cloud solutions
include virtual infrastructure and application networking products.

Virtual Infrastructure Products

Citrix XenServer and Citrix Essentials offer powerful virtual infrastructure for improving operational efficienciesin the enterprise datacenter
and for public cloud service providers:

CitrixeXenServer ™ is an enterprise-class platform for managing server virtualization in the datacenter as a flexible aggregated pool of
computing and storage resources. Based on the high-performance Xen virtualization engine, XenServer combines comprehensive
server virtualization capabilities with scal ability, performance and ease-of-use. XenServer is offered free of charge to any user for
unlimited production deployment.

Citrix Essentials ™ for XenServer ™ and Hyper-V™, announced in February 2009, adds a set of advanced management and
automation capabilitiesto the Citrix and Microsoft server virtualization platforms. This solution adds the following capabilitiesto
existing virtualization management systems: lab automation, high availability, provisioning, workflow orchestration and seamless
integration with leading storage systems.
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Revenues

Net revenuesinclude the following categories: Product Licenses, License Updates, Online Services and Technical Services. Product
Licenses primarily represent feesrelated to the licensing of the following major products:

*  Our Desktop Solutions, comprised primarily of our desktop virtualization product XenDesktop and our application virtualization
product XenApp;

»  Our Datacenter and Cloud Solutions, comprised primarily of our server virtualization products, XenServer and Essentials for XenServer
and Hyper-V and our application networking products NetScaler, Access Gateway and Branch Repeater.

In addition, we offer incentive programsto our VADs and VARs to stimulate demand for our products. Revenues associated with these
programs are partially offset by these incentivesto our VADs and VARS.

License Updates consist of feesrelated to our Subscription Advantage program that are recognized ratably over the term of the contract,
whichistypically 12 to 24 months. Subscription Advantage is an annual renewable program that provides subscribers with automatic delivery of
unspecified software upgrades, enhancements and maintenance rel eases when and if they become available during the term of the subscription.
Online Services revenues consist primarily of fees related to online service agreements from our web collaboration, connectivity and remote
support products, GoToMeeting, GoToWebinar, GoToTraining, GoToAssist and GoToMyPC which are recognized ratably over the contract term.
Technical Servicesrevenues are comprised of fees from technical support services which are recognized ratably over the contract term, aswell as
revenues from product training and certification, and consulting services revenue rel ated to implementation of our products, which is recognized
asthe services are provided.

Year Ended December 31, Comzrjoac;id to Comzpogr?ad to
2009 2008 2007 2008 2007
(In thousands)
Revenues:

Product licenses $ 538975 $ 620,215 $ 577,144 $ (81,2400 $ 43,071
License updates 604,968 559,340 484,669 45,628 74,671
Online services 308,177 260,065 213,744 48,112 46,321
Technical services 161,968 143,734 116,385 18,234 27,349
Total net revenues $1,614,088 $1,583354 $1,391942 $ 30,734 $ 191412

Product Licenses

Product License revenue decreased during 2009 when compared to 2008 primarily due to decreased sales of our application virtualization
products of $118.7 million partially offset by increased sales of our desktop virtualization product of $37.1 million. The decrease in our application
virtualization product sales was driven primarily by weaknessin the global economy as discussed in the Executive Summary above. Product
License revenueincreased during 2008 when compared to 2007 primarily due to increased sales of our application networking products of $17.0
million, sales of our server virtualization product of $12.8 million, sales of our desktop virtualization product of $5.1 million and sales of our
application virtualization products of $5.0 million. We currently expect Product License salesto increase when comparing the first quarter of 2010
to thefirst quarter of 2009 primarily due to anticipated improvement in the global economy and its anticipated impact on the IT spending of our
customers.

License Updates

License Updates revenue increased during 2009 when compared to 2008 primarily due to renewals related to our Subscription Advantage
program over alarger base of subscribers. License Updates revenue increased during 2008 when compared to 2007 primarily dueto increasing
renewals related to our Subscription Advantage program over alarger base of subscribers of $51.2 million and anincrease in new Subscription
Advantage licenses of $23.5 million. We currently anticipate that License Updates revenue will increase when comparing the first quarter of 2010 to
the fourth quarter of 2009 due primarily to renewals over our installed customer base.

Online Services

Online Services revenue increased during 2009 when compared to 2008 primarily due to increased sales of our web collaboration products.
Online Services revenueincreased during 2008 when compared to 2007 primarily due to increased sales of our web collaboration products of $33.8
million and our connectivity products of $12.2 million. We currently expect our Online Services revenue to increase when comparing the first
quarter of 2010 to the fourth quarter of 2009.

Technical Services

Technical Services revenueincreased during 2009 when compared to 2008 primarily due to increased sales of support services related to our
application networking products. Technical Services revenue increased during 2008 when compared to 2007 primarily due to increased sales of
support services related to our application networking products of $18.9 million and anincrease in sales of support and consulting related to the
implementation of our application virtualization products of $9.4 million. We currently expect Technical Services salesto increase when comparing
thefirst quarter of 2010 to the first quarter of 2009 consistent with thei rggase in Product License revenue described above.
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CITRIX SYSTEMS, INC.
CONSOLIDATED STATEMENTSOF INCOME
Year Ended December 31,

2009 2008 2007
(In thousands, except per share information)

Revenues:
Product licenses $ 538,975 $ 620,215 $ 577,144
License updates 604,968 559,340 484,669
Online services 308,177 260,065 213,744
Technical services 161,968 143,734 116,385
Total net revenues 1,614,088 1,583,354 1,391,942
Cost of net revenues:
Cost of product license revenues 52,160 47,801 42,984
Cost of servicesrevenues 87,233 79,303 65,027
Amortization of product related intangibl e assets 47,917 48,028 29,596
Total cost of net revenues 187,310 175,132 137,607
Gross margin 1,426,778 1,408,222 1,254,335
Operating expenses:
Research and development 281,980 288,109 205,103
Sales, marketing and services 679,053 669,569 590,409
General and administrative 239,623 256,679 229,229
Restructuring 26,473 — —
Amortization of other intangible assets 20,972 22,724 17,387
In-process research and devel opment — 1,140 9,800
Total operating expenses 1,248,101 1,238,221 1,051,928
Income from operations 178,677 170,001 202,407
Interest income 14,683 31,506 49,704
Interest expense (426) (444) (737)
Other income (expense), net 958 (4,240) (466)
Income before income taxes 193,892 196,923 250,908
Income taxes 2,875 18,647 36,425
Net income $ 191,017 $ 178,276 $ 214,483
Earnings per share:
Basic $ 1.05 $ 0.97 $ 1.18
Diluted $ 1.03 $ 0.96 $ 1.14
Weighted average shares outstanding:
Basic 181,805 183,023 181,501
Diluted 184,985 186,682 187,380

See accompanying notes.
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SECURITIESAND EXCHANGE COMMISSION
Washington, D.C. 20549

Form 10-K

(Mark One)
ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF
1934

For thefiscal year ended December 31, 2010
or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT
OF 1934

For thetransition period from to
Commission File Number 0-27084
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(Exact name of registrant as specified in its charter)

Delaware 75-2275152
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Fort Lauderdale, Florida 33309
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Common Stock, $.001 Par Value The NASDAQ Stock Market LLC
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Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.  Yes No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months (or
for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be submitted and posted
pursuant to Rule 405 of Regulation ST (8§ 232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to submit and post such
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Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of registrant’ s knowledge, in
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer or a non-accelerated filer or a smaller reporting company. See definitions of “ large accelerated
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Large accelerated filer O Accelerated filer
O Non-accelerated filer O Smaller reporting company
Indicate by checkmark whether the registrant is a shell company (as defined in Rule 12b-2 of the Act). Yes OO0 No

The aggregate market value of Common Stock held by non-affiliates of the registrant computed by reference to the price of the registrant’ s Common Stock as of the last business day of

the registrant’ s most recently completed second fiscal quarter (based on the last reported sale price on The Nasdag Global Select Market as of such date) was $7,889,515,569. As of
February 18, 2011 there were 187,619,084 shares of the registrant’s Common Stock outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

The registrant intends to file a proxy statement pursuant to Regulation 14A within 120 days of the end of the fiscal year ended December 31, 2010. Portions of such proxy statement are
incorporated by reference into Part 111 of this Annual Report on Form 10-K.

96



Table of Contents

PART |

ThisAnnual Report on Form 10-K contains forwar d-looking statements within the meaning of Section 27A of the Securities Act of 1933,
asamended, and Section 21E of the Securities Exchange Act of 1934, asamended. Actual results could differ materially from those set forth in
the forward-looking statements. Certain factorsthat might cause such actual resultsto differ materially from those set forth in these forwar d-
looking statementsareincluded in Part |, Item 1A “ Risk Factors’ beginning on page 12.

ITEM 1 BUSINESS
General

Citrix Systems, Inc. isa Delaware corporation founded on April 17, 1989. We design, develop and market technology solutionsthat enable I T
servicesto be securely delivered on demand — independent of location, device or network. Our customers achieve lower | T operating costs,
increased information security and greater business agility using Citrix technologies that enable virtual computing. We market and license our
products directly to enterprise customers, over the web, and through systems integrators, or Sls, in addition to indirectly through value-added
resellers, or VARS, value-added distributors, or VADs, and original equipment manufacturers, or OEMSs.

Business Overview

For over two decades, we have passionately pursued our long-term vision to enable people to work or play — anywhere through successive
waves of invention. The first wave, beginning in the early-1990s, enabled secure remote access to mission critical applications for thousands of
road warriors. Thisrequired the invention of a new way to “transmit” application screens allowing applications to be virtualized instead of installed
on the user’s personal computer, or PC, even over very thin network connections. IT administrators found that virtualized applications on a central
server made them more secure, faster running, easier to update and much more accessible. The shifting of computing to servers also allowed the
invention of thin-clients and network computers powered by Citrix client and server technologies. Since the early-1990s, we have become aleading
provider of server-based computing solutions and our products have been accepted by thousands of organizations as strategic infrastructure for
user mobility.

In the early 2000s, we turned our focus toward new market opportunities created by the massive connectivity of the internet, rapid expansion
of network bandwidth, and an explosion of device form factors such as smartphones, tablet PCs and netbooks. In parallel, customers began to
realize the increasing value of mobility technologies like remote access, web collaboration and remote support tools. We also believe that there are
similar opportunities emerging in the datacenter to address high operating costs, inflexible infrastructure, and new application architectures.

These opportunities have been the driving forces behind our second wave of invention, building on our core ideas and technol ogies for
virtualizing applications — extending them to adjacent product and technology markets. Since 2004, we have focused our investments on a broader
array of technologies, strategic acquisitions and new business models. This has expanded our core capabilities beyond application virtualization
to include desktop, client and server virtualization. It has also made Citrix aleading manufacturer of network appliances and one of the largest
providers of software-as-a-service, or SaaS, in the world.

Today, Citrix serves over 230,000 customers and over 100 million users every day in over 100 countries. Citrix products and services allow
people to collaborate, communicate and work virtually anywhere — using any device they choose. Our virtual computing infrastructure I T services
are securely delivered on demand and we believe our datacenter computing resources are simpler, lower cost and more efficient.

Invention and re-invention has driven our growth. Our diversified product lines, routes to-the-customer, and business models have been
enabled by our virtual computing products that offer collaboration as-a-service, desktop as-a-service and infrastructure as-a-service.

Productsand Services

Our products and servicestarget customers of all sizes— from individuals who subscribe to our GoToMyPC remote access service, to
network engineers who purchase our NetScaler web application devices, or the I T professional who licenses our XenDesktop infrastructure
products. This section provides an overview of our major product and services offerings.

Desktop Solutions

Our Desktop Solutions — XenDesktop, XenClient and XenApp — reduce the complexity and cost of administering Windows-based
applications and desktops in the enterprise.

+ Citrix® XenDesktop® isafully integrated desktop virtualization system that gives customers the flexibility to deliver the desktop asa
service— dramatically simplifying desktop management for a broad range of users. XenDesktop is available
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in arange of packages designed for viral adoption and several market segments. The Express Edition of XenDesktop is offered asafree
download from our website to allow I T professionalsto conduct no-cost trials. The XenDesktop VDI Edition is designed for virtual
desktop projects that only require the hosted virtual machine method of desktop delivery. The Enterprise and Platinum Editions of
XenDesktop include all our major virtual desktop delivery modelsin one integrated package, and also include the capabilities of Citrix
XenApp for delivering on-demand applications into virtual or physical desktops. All versions of XenDesktop include Citrix HDX
technol ogies to give users a high-definition experience — even when using multimedia, real-time collaboration, USB devices, and 3D
graphics content — while consuming 90 percent less bandwidth than competing solutions. HDX |everages the Citrix |CA® protocol and
adds Adaptive Orchestration which hel ps optimize performance and bandwidth to fit each unique user scenario. Each edition comes
with user profile management and provisioning services to stream a single desktop image, on-demand, to multiple serversin the
datacenter. All editions feature licensing for both Citrix XenServer and Microsoft Hyper-V virtualization infrastructure. The most
advanced editions include our FlexCast™ delivery technol ogies which allow virtual desktopsto be hosted in the datacenter or run
locally at the endpoint, wherever costs, security or mobility isoptimal. We believe that our FlexCast technology dramatically improves
our customer’sreturn on their investment and makes desktop virtualization a practical reality for broad, enterprise-wide deployments.

Citrix® XenApp® is awidely-deployed application virtualization solution that allows enterprise applications to be centralized and
delivered as an on-demand service. XenApp delivers applicationsin two ways: (1) hosted — by running application business logic on a
central server using our HDX technologiesto securely transmit the application’s user experience to the endpoint device, or

(2) streamed — by running the application locally. Keeping applications under the centralized control of IT administrators enhances
data security and reduces the costs of managing separate clients and applications on every user’s desktop. The XenApp server runs
on Microsoft® Windows Server® 2008, Windows Server® 2008 R2, Windows Server 2003 x64 Edition to Windows Server 2003,
Windows® 2000 Server and several versions of UNIX®. In 2010, we announced Citrix XenApp 6, offering new enhancements for
advanced management and scal ability, arich multimedia experience over any network and self-service applications with universal
device support from PC to Mac to smartphone. We offer XenApp as a standalone product in different editions. The Platinum Edition
includes the most features and adds powerful capabilities for application performance monitoring, secure sockets layers/virtual private
network, or SSL/VPN, advanced SmartAccess™ control and single sign-on application security. The capabilities of XenApp are how
available in XenDesktop Enterprise and Platinum Editions to provide a complete desktop virtualization system. XenApp continues to
be available as a standal one sol ution for self-service applications on demand for customers wishing to use it on physical PCs and with
competing virtual desktop products.

Citrix® XenClient™ is a high-performance, bare-metal hypervisor that runs directly on the client device hardware, dividing up the
resources of the machine and enabling multiple operating systems to run side by sidein completeisolation. XenClient isavailableasa
free download on citrix.com.

Citrix Receiver™ isthe client side of XenApp and XenDesktop. Citrix Receiver is available as afree download from citrix.com supporting
numerous types of client devices. Citrix Receiver usesthe Citrix HDX Technologies (discussed below) to communicate with XenApp and
XenDesktop.

Online Services

Online Servicesis another areawhere we provide virtualization at the desktop — in the form of web collaboration, including virtual meetings,
web-based desktop support and remote access. These products are delivered using the SaaS method where customers simply subscribe to our
cloud-based online services without making any capital investment. These SaaS-delivered products hel p customers reduce travel, increase tele-
working and enabl e cost-effective remote access and support.

Web Collaboration

GoToMesting® is an online, easy-to-use, secure and cost-effective solution for online meetings, sales demonstrations and
collaborative gatherings. GoToMeeting allows a user with a PC or Mac and an Internet browser to easily host, attend or participate in
an online meeting or session without significant training. GoToMeeting is capable of providing a standard public switch telephone
network, or PSTN, conference dial-in number and voice over Internet Protocol, or Vol P. It features advanced secure communication
architecture that uses industry-standard secure sockets layers, or SSL. The service offers flat-fee pricing for any number of meetings of
any length, for up to 15 attendees per meeting. We also offer GoToM eeting® Corporate which supports multiple organizer accounts,
unlimited meetings with up to 25 attendees, robust reporting, additional customization options and advanced administrative
capabilities. GoToMeeting Corporate al so provides optional integrated toll-free audio.

GoToWebinar® is an easy-to-use, do-it-yourself webinar solution, allowing organizationsto increase market reach and effectively
present online to geographically dispersed audiences. GoToWebinar alows users with a PC or Mac and an Internet browser to easily
host, attend or participate in awebinar session without significant training or IT support. GoToWebinar includes such features as full-
service registration with real-time reports, customized branding, automated email templates, polling and survey capabilities, webinar
dashboard to monitor attendance and participation, easy presenter controls for changing presenters and Vol P and toll-based phone
options. The service offersflat-fee pricing for unlimited webinars of any length, for up to 1,000 attendees per webinar.
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GoToTraining® isthe easy online training tool that allowstrainers to deliver content to multiple trainees quickly and effortlessly,
alowing organizations to expand their training program while saving time and reducing travel costs. GoToTraining allows users to host
and participatein interactive online training sessions from either their PC or Mac. GoToTraining includes such features as full-service
registration with integrated payment processing, real-time reporting and management, online course catal og, automated reminder and
follow-up emails, content library to organize and store reusable content, materials, tests, polls, toll-free audio and Vol P options. . The
service offersflat-fee pricing for unlimited training sessions of any length, for up to 200 attendees per session.

Integrated HiDef Audio is provided with the GoToMeeting, GoToWebinar and GoToTraining products, providing a seamless audio
and web experience and the ability to record audio and web sessions, mute/unmute callers and recognize speakers from an easy-to-use
interface.

HiDef Audio provides standal one audio options with reservationless audio conferencing for SMBs and |arge organizations. HiDef
Corporate® and HiDef Conferencing® provide real-time reporting to manage users and costs effectively, with web controlsto allow
moderators to manage conferences without the costs of an operator.

Remote I T Support

GoToAssist® isaleading, online, remote technical-support solution that enablesindividual professionals and organizations of all sizes
to provide secure, on-demand support over the Internet. GoToAssist enables support staff to instantly view and control the desktop
of auser without the need to pre-install client software. GoToAssist comesin the following versions: GoToAssist Express®,
GoToAssist Pro™, GoToAssist® Corporate, and GoToAssist® FastChat™. The sol utions work automatically and securely through
virtually every firewall, even over dial-up connections, and they easily integrate into existing infrastructure. GoToAssist Pro also
integrates with GoToManage for full remote I T monitoring capabilities.

GoToManage® isaleading I T management online solution that enables I T professionals to monitor and control their I'T infrastructure.
It providesinstant answers to computer, server and network questions. GoToManage createsan I T “system of record” — providing
businessesand IT consultants with the ability to discover and identify network devices, monitor critical serversand applicationsin
real time, manage network usage and bandwidth consumption and track configuration changes. GoToManage is simple to deploy, can
be accessed from anywhere and requires no costly server infrastructure. The solution also integrates with GoToAssist Pro to provide
remote | T support and monitoring capabilities.

Remote Access

GoToMyPC® is an online solution that provides secure, remote access to PC and Mac from virtually any Internet-connected computer.
GoToMyPC, which sets up easily with a secure encrypted connection, enables individual s to remotely use any resources hosted on
their desktop just as though they were sitting in front of it. GoToMyPC® Pro, tailored for the needs of professionals and small offices,
supports up to 50 PCs, rolls out secure, remote access for multiple usersin minutes, and features an administration website in which
managers can add, suspend and del ete users and run usage reports. GoToMyPC® Corporate is built for businesses that require
detailed reporting, in-depth administration features, assign and manage remote-access privileges for employees with advanced security
features.

Datacenter and Cloud Solutions

Our Datacenter and Cloud Solutions bring lower operating costs, greater flexibility and cloud-enablement to the enterprise datacenter. These
products are also designed to power public “clouds” when used by hosting and cloud service providers. Our datacenter and cloud solutions
include virtual infrastructure and application networking products.

Application Networking Products

Citrix NetScaler, Citrix Access Gateway and Citrix Repeater Solutions improve the performance, security and costs of delivering applications,
desktops and web content over both public and private networks:

Citrix® NetScaler ® isan all-in-one Web application delivery controller that makes applications run five times faster by application
accelerator methods such as HT TP compression and caching, ensuring application availability through advanced L4-7 load balancer
and content switching methods, increasing application security with an integrated application firewall and substantially lowering costs
by offloading serversfor server consolidation. It reduces Web application TCO, optimizes the user experience and makes sure that
applications are always available. NetScaler comes in both built-for-purpose MPX-series hardware appliances powered by our nCore
technology and an economical form factor with our VPX virtual appliance that operates with any standard industry server using our
XenServer technology.

Citrix Access Gateway™ isan SSL/VPN that securely delivers applications with policy-based SmartAccess control. Users have easy-
to-use secure access to the applications and data they need to be productive. Organizations can cost effectively extend accessto
datacenter resources from outside the office, while maintaining unprecedented control through comprehensive SmartAccess policies.

Citrix Repeater ™ Sol utions provide high-performance application delivery to branch office users that increase productivity and
reduce I T costsin the enterprise branch by delivering local area network-like application performance over the wide area network, or
WAN. Appliance productsin the Citrix Repeater family of solutions, including Citrix Branch Repeater™
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Year Ended December 31, Comi)O;%d to Comz;;)oigzad to
2010 2009 2008 2009 2008
(In thousands)
Revenues:

Product licenses $ 619,452 $ 538,975 $ 620,215 $ 80477 $ (81,240)
License updates 682,246 604,968 559,340 77,278 45,628
Online services 360,617 308,177 260,065 52,440 48,112
Technical services 212,347 161,968 143,734 50,379 18,234
Total net revenues $1,874,662 $1,614,088 $1,583,354 $ 260,574 $ 30,734

Product Licenses

Product License revenue increased during 2010 when compared to 2009 primarily due to increased sales of our Datacenter and Cloud
Solutions, led by NetScaler,of $41.3 million and increased sales of our Desktop Solutions, led by XenDesktop and related programs of $41.2 million.
Product License revenue decreased during 2009 when compared to 2008 due to decreased sal es of our Desktop Solutions, primarily XenApp, of
$81.5 million. The decrease in XenApp salesin 2009 was driven primarily by weakness in the global economy. We currently expect Product License
salesto increase when comparing the first quarter of 2011 to thefirst quarter of 2010.

License Updates

License Updates revenue increased during 2010 when compared to 2009 primarily due to an increase in new Subscription Advantage sales,
led by increased X enDesktop product sales. License Updates revenue increased during 2009 when compared to 2008 primarily due to renewals
related to our Subscription Advantage program over alarger base of subscribers. We currently anticipate that License Updates revenue will
increase when comparing the first quarter of 2011 to thefirst quarter of 2010 and when comparing the first quarter of 2011 to the fourth quarter of
2010 due primarily to renewals of Subscription Advantage.

Online Services

Online Services revenue increased during 2010 when compared to 2009 and during 2009 compared to 2008 primarily due to increased sales of
our web collaboration products. We currently expect our Online Services revenue to increase when comparing the first quarter of 2011 to the first
quarter of 2010 and when comparing the first quarter of 2011 to the fourth quarter of 2010 due primarily to sales of our web collaboration products.

Technical Services

Technical Servicesrevenue increased during 2010 when compared to 2009 primarily due to increases in support revenues of $22.5 million
driven by increased sales of our Datacenter and Cloud Solutions and an increase in consulting revenues of $15.4 million related to increased sales
of our Enterprise division's products. Technical Services revenue increased during 2009 when compared to 2008 primarily due to increased sales of
support services related to our Datacenter and Cloud Solutions. We currently expect Technical Services revenues to increase when comparing the
first quarter of 2011 to the first quarter of 2010 consistent with the increase in Product License revenue described above.

Deferred Revenue

Deferred revenues are primarily comprised of License Updates revenue from Subscription Advantage, Technical Services revenuesrelated to
our support services and consulting contracts and Online Services revenues from annual service agreements for our Online Services. Deferred
revenues increased approximately $160.1 million as of December 31, 2010 compared to December 31, 2009 primarily dueto increased sales and
renewal's of our Subscription Advantage product of $102.0 million and increased sales of our support services of $50.3 million. We currently expect
deferred revenue to continue to increase in the first quarter of 2011.

Whileit isgenerally our practice to promptly ship our products upon receipt of properly finalized purchase orders, we sometimes have
product license orders that have not shipped. Although the amount of such product license orders may vary, the amount, if any, of such product
license orders at the end of a particular period has not been material to total revenue at the end of any fiscal year. We do not believe that backlog,
as of any particular date, isareliable indicator of future performance.

International Revenues

International revenues (sales outside the United States) accounted for approximately 42.7% of our net revenues for the year ended
December 31, 2010, 43.6% of our net revenues for the year ended December 31, 2009 and 45.8% for the year ended December 31, 2008. For detailed
information on international revenues, please refer to Note 12 to our consolidated financial statementsincluded in this Annual Report on Form 10-
K for the year ended December 31, 2010.
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CITRIX SYSTEMS, INC.
CONSOLIDATED STATEMENTSOF INCOME
Year Ended December 31,

2010 2009 2008
(In thousands, except per share information)

Revenues:
Product licenses $ 619,452 $ 538,975 $ 620,215
License updates 682,246 604,968 559,340
Online services 360,617 308,177 260,065
Technical services 212,347 161,968 143,734
Total net revenues 1,874,662 1,614,088 1,583,354
Cost of net revenues:
Cost of product license revenues 66,682 52,160 47,801
Cost of servicesrevenues 106,234 87,233 79,303
Amortization of product related intangibl e assets 50,504 47,917 48,028
Total cost of net revenues 223,420 187,310 175,132
Gross margin 1,651,242 1,426,778 1,408,222
Operating expenses:
Research and development 326,647 281,980 288,109
Sales, marketing and services 729,754 679,053 669,569
General and administrative 258,875 239,623 256,679
Amortization of other intangible assets 14,279 20,972 22,724
Restructuring 971 26,473 —
In-process research and devel opment — — 1,140
Total operating expenses 1,330,526 1,248,101 1,238,221
Income from operations 320,716 178,677 170,001
Interest income 14,577 14,683 31,506
Interest expense (458) (426) (444)
Other (expense) income, net (1,015) 958 (4,240)
Income before income taxes 333,820 193,892 196,923
Income taxes 57,379 2,875 18,647
Consolidated net income 276,441 191,017 178,276
Less: Net loss attributable to non-controlling interest 624 — —
Net income attributable to Citrix Systems, Inc. $ 277,065 $ 191,017 $ 178,276
Net income per share attributable to Citrix Systems, Inc. stockholders:
Net income per share attributable to Citrix Systems, Inc. stockholders - basic $ 1.49 $ 1.05 $ 0.97
Net income per share attributable to Citrix Systems, Inc. stockholders - diluted $ 1.46 $ 1.03 $ 0.96
Weighted average shares outstanding:
Basic 185,959 181,805 183,023
Diluted 190,335 184,985 186,682

See accompanying notes.
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UNITED STATES
SECURITIESAND EXCHANGE COMMISSION

Washington, D.C. 20549

Form 10-K

(Mark One)

ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2011

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIESEXCHANGE ACT

OF 1934
For thetransition period from to
Commission File Number 0-27084
CITRIX SYSTEMS, INC.
(Exact name of registrant as specified in its charter)
Delaware 75-2275152
(State or other jurisdiction of (IRS Employer
incorporation or organization) Identification No.)

851 West Cypress Creek Road
Fort Lauderdale, Florida 33309

(Address of principal executive offices, including zip code)

Registrant’s Telephone Number, Including Area Code:
(954) 267-3000

Securitiesregistered pursuant to Section 12(b) of the Act:

Common Stock, $.001 Par Value TheNASDAQ Stock Market LLC
(Title of each class) (Name of each exchange on which registered)

Securitiesregistered pursuant to Section 12(g) of the Act: NONE

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the SecuritiesAct. Yes ® No O
Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the Act. Yes O No
Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act of 1934 during

the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject to such filing requirements for the past
90days. Yes No O

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data File required to be
submitted and posted pursuant to Rule 405 of Regulation S-T (8232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant
was required to submit and post such files). Yes 0O No

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K is not contained herein, and will not be contained, to the best of
registrant’ s knowledge, in definitive proxy or information statements incorporated by reference in Part 111 of this Form 10-K or any amendment to this Form 10-

K. O
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Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a non-accelerated filer or a smaller reporting company. See
definitions of “large accelerated filer,” “ accelerated filer” and “ smaller reporting company” in 12b-2 of the Exchange Act.

Large accelerated filer
O Accelerated filer

O Non-accelerated filer
O Smaller reporting company

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes O No

The aggregate market value of Common Stock held by non-affiliates of the registrant computed by reference to the price of the registrant’s Common Stock as of
the last business day of the registrant’s most recently completed second fiscal quarter (based on the last reported sale price on The Nasdaq Global Select Market as of
such date) was $14,773,638,960. As of February 17, 2012 there were 185,577,251 shares of the registrant’s Common Stock, $.001 par value per share, outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

The registrant intends to file a proxy statement pursuant to Regulation 14A within 120 days of the end of the fiscal year ended December 31, 2011. Portions of
such proxy statement are incorporated by reference into Part I11 of this Annual Report on Form 10-K.
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Citrix CloudPortal isacomprehensive portal for provisioning hosted applications, desktops, services and laaS from the cloud. The
multi-tenant platform automates business and operations support services thereby saving time and money while empowering customers
with self-service day-to-day administration. CloudPortal simplifies cloud services by making management consistent and easy through a
Web portal for on-boarding, provisioning, adds-moves-changes and usage reports.

Software as a Service

Citrix's SaaS businesses deliver Web collaboration, including virtual meetings, Web-based desktop support, remote access and data sharing

to customers worldwide. Our SaaS products are delivered as a subscription service and customers are able to subscribe to our SaaS products
without making any capital investment. These SaaS products delivered as a subscription service help customers reduce travel, increase tele-
working and enabl e cost-effective remote access, support and storage.

Web Collaboration

GoToMeeting® isan online, easy-to-use, secure and cost-effective product for online meetings, sales demonstrations and collaborative
gatherings. GoToMeeting allows a user with a PC or Mac and an Internet browser to easily host, attend or participate in an online meeting
or session without significant training. Mobile devices are supported on GoToM eeting, alowing a participant to join a GoToMeeting
from an AppleiOS supported device (iPhone or iPad) or an Android smart phone or tablet. GoToMeeting is capable of providing a
standard public switch telephone network, or PSTN, conference dial-in number, voice over Internet Protocol, or Vol P, and high-definition
video conferencing. It features an advanced, secure communication architecture that uses industry-standard SSL encryption. The
product offersflat-fee pricing for any number of meetings of any length, for up to 15 attendees per meeting and is availablein in French,
German, Italian, Spanish and English. GoToM eeting al so comes with application programming interfaces, or APIs allowing usersto
integrate GoToM eeting into management systems and Web sites. We also offer GoToM eeting® Corporate which supports multiple
organizer accounts, unlimited meetings with up to 25 attendees, robust reporting, additional customization options and advanced
administrative capabilities. GoToMeeting Corporate also provides optional integrated toll-free audio.

GoToWebinar® is an easy-to-use, do-it-yourself webinar product, allowing organizations to increase market reach and effectively present
online to geographically dispersed audiences. GoToWebinar allows userswith a PC or Mac and an Internet browser to easily host, attend
or participate in awebinar session without significant training or I T support. Mobile devices are supported on GoToWebinar, allowing a
participant to join aGoToWebinar from an AppleiOS supported device (iPhone or iPad) or an Android smart phone or tablet.
GoToWebinar includes such features as full-service registration with real-time reports, customized branding, automated email templates,
polling and survey capabilities, webinar dashboard to monitor attendance and participation, easy presenter controls for changing
presenters and Vol P and toll-based phone options. GoToWebinar also offers registration and reporting APIs viathe Go To Devel oper
Center. The product offersflat-fee pricing for unlimited webinars of any length for up to 1,000 attendees per webinar. GoToWebinar
Premier includes such features as full scale video content, mobile accessibility, no download required and is priced on monthly or per
event options.

GoToTraining® isan easy onlinetraining tool that allows trainers to deliver content to multiple trainees quickly and effortlessly, allowing
organizations to expand their training program while saving time and reducing travel costs. GoToTraining allows usersto host and
participate in interactive online training sessions from either their PC or Mac. GoToTraining includes such features as full-service
registration with integrated payment processing, real-time reporting and management, online course catal og, automated reminder and
follow-up emails, content library to organize and store reusable content, materials, tests, polls, integrated payment system, toll-free audio
and Vol P options. GoToTraining provides free APIs allowing full learning management system, or LM, integrations through the Go To
Developer Center. The product offers flat-fee pricing for unlimited training sessions of any length, for up to 200 attendees per session.

Integrated Toll Free Audio is provided with the GoToMeeting, GoToWebinar and GoToTraining products, providing a seamless audio
and Web experience and the ability to record audio and Web sessions, mute/unmute callers and recognize speakers from an easy-to-use
interface.

HiDef Corporate provides standal one audio options with reservationless audio conferencing for small and medium-sized businesses, or
SMBs, and |large organizations. HiDef Corporate® provides real-time reporting to manage users and costs effectively, with Web controls
to allow moderators to manage conferences without the costs of an operator.

I'T Support

GoToAssist® is aleading, online, remote technical-support product that enables individual professionals and organizations of all sizesto
provide secure, on-demand support over the Internet. GoToAssist enables support staff to instantly view and control the user's PC and
Mac without the need to pre-install client software. GOToAssist comesin
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the following versions: GOTOASSI st° Express, GOToASssi s* Corporate, and GOTOASSI t® FastChat. The solutions work automatically and
securely through virtually every firewall, even over dial-up connections, and easily integrate into existing infrastructure.

+ GoToManage® isan online I T management product that enables I T professionals to monitor and control their I T infrastructure and
remotely support people and unattended computers. Our industry-leading crawler technology in GoToManage monitoring createsan I T
“system of record” providing customers with the ability to discover and identify network devices, monitor critical servers, manage
network usage and bandwidth consumption and track configuration changes. GoToM anage remote support provides the capability to
remotely support users and also to view and control unattended network devices. Limited GoToManage capabilities are available at no
cost on the iPad with full capabilities made available with a paid subscription. GoToManage is simpl e to deploy, can be accessed from
virtually any Internet connection and requires no costly server infrastructure.

Remote Access

+  GoToMyPC® isan online product that provides secure, remote access to PC and Mac from virtually any I nternet-connected computer.
Accessto aPC and Mac are available from an iOS supported smartphone or tablet (iPhone and iPad) and from any Android based tablet.
GoToMyPC, which sets up easily with a secure encrypted connection, enables individual s to remotely use any resources hosted on their
desktop just as though they were sitting in front of it. GoToMyPC® Pro, tailored for the needs of professionals and small offices, supports
up to 50 PCs, rolls out secure, remote access for multiple usersin minutes, and features an administration website in which managers can
add, suspend and del ete users and run usage reports. GoToMyPC® Corporate is built for businesses that require detailed reporting,
advanced security features and the ability to assign and manage remote-access privileges for employees.

Data Sharing

+ ShareFileisamarket leading data sharing and collaboration product. Acquired by Citrix in October 2011, the ShareFile product line makes
it easier for businesses of all sizesto securely store, sync and share business documents and files, both inside and outside their
companies. ShareFile's centralized cloud storage capability also alows usersto share files across multiple devices and access them from
virtually any location. ShareFile's technology enables Citrix to make common data services, like search, share, sync, secure, authenticate,
open and preview, available to awide range of applications, services and use cases through a set of open APIs; extend secure data
sharing to new and existing applications stored in public and private clouds and accessed from different business and consumer devices;
and connect data seamlessly into the way people collaborate, ensuring that the right documents and files are always accessible when
needed and always up to date.

License Updates

We provide a convenient way for customers to budget for their product version upgrades annually without having to anticipate variable
costs throughout the year.

*  Subscription Advantage provides a convenient way for customers to budget for their software version upgrades annually without
having to anticipate variabl e costs throughout the year. The original purchase of these productsis typically bundled with one year of
Subscription Advantage or customers may elect to purchase subscriptions separately. Subscription Advantage allows customersto
update software versions as they become available during the period of the subscription for free.

Technical Services

We provide a portfolio of technical servicesto our business partners and customers to manage the quality of implementation, operation and
support of our solutions. These services are available for additional fees paid on an annual or transactional basis.

»  Consulting Services help ensure the successful implementation of our solutions. Tested methodologies, certified professionals and best
practices devel oped from real-world experience alow our consulting services organization to provide guidance and support to partners
and customers to maximize the effectiveness of their access infrastructure implementations. For pre- and post-sale consulting, Citrix
Consulting, a consulting services organization, provides both exploratory and fee-based consulting services. These servicesinclude on-
site systems design and implementation services targeted primarily at enterprise-level clientswith complex IT environments. Citrix
Consulting is also responsible for the development of best practice knowledge that is disseminated to businesses with which we have a
business relationship and end-users through training and written documentation. L everaging these best practices enables our integration
resellers to provide more complex systems, reach new buyers within existing customer organizations and provide more sophisticated
system proposal s to prospective customers.
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subscribers with automatic delivery of unspecified software upgrades, enhancements and maintenance rel eases when and if they become available
during the term of the subscription.

Technical Services revenues are comprised of fees from technical support, which includes hardware and software maintenance, and are
recognized ratably over the contract term, as well as revenues from product training and certification, and consulting services revenue related to
the implementation of our products, which are recognized as the services are provided. SaaSin our Enterprise division includes fees from sales of
our ShareFile products, which are delivered as a subscription service and are recognized ratably over the contract term.

Our Online Services division's revenues consist of feesrelated to our SaaS products from our Web collaboration products which primarily
include our GoToMeeting, GoToWebinar, Hi-Def Audio, and GoToTraining services, our connectivity product, GoToMyPC, and our remote | T
support which primarily include GoToAssist and GoToManage. Our Online Services revenueis recognized ratably over the contract term.

During thefirst quarter of 2012, we performed areview of the historical presentation of the revenue categories presented in our consolidated
statements of income. Asaresult, wewill adopt arevised presentation, which we believe is more comparabl e to those presented by other
companiesin our industry and better reflects our evolving product offerings, for example, our new software maintenance products. Beginning in
the first quarter of 2012 technical support and hardware and software maintenance revenues, which are currently presented in Technical Services,
and License Updates will be classified together as License Updates and Maintenance. Product training and certification and consulting services,
which are currently presented in Technical Services, will be classified together as Professional Services. The classification of Product Licenses and
Software as a Service will remain unchanged. This change in our presentation will not affect our total net revenues, total cost of net revenues or
gross margin.

Year Ended December 31, 2011 Compared 2010 Compared
2011 2010 2009 to 2010 to 2009

(In thousands)

Revenues:
Product Licenses $ 744513 % 619452 $ 538975 $ 125,061 $ 80,477
License Updates 741,834 682,246 604,968 59,588 77,278
Software as a Service 430,213 360,617 308,177 69,596 52,440
Technical Services 289,832 212,347 161,968 77,485 50,379
Total net revenues $ 2,206,392 $ 1,874,662 $ 1,614,088 $ 33L,730 $ 260,574

Product Licenses

Product License revenue increased during 2011 when compared to 2010 primarily due to increased sales of our Desktop Solutions, led by
XenDesktop of $141.5 million and increased sales of our Datacenter and Cloud Solutions, led by NetScaler, of $86.9 million. Product License
revenue increased during 2010 when compared to 2009 primarily due to increased sales of our Datacenter and Cloud Solutions, led by NetScaler, of
$41.3 million and increased sales of our Desktop Solutions, led by XenDesktop and related programs of $41.2 million. We currently target Product
License sales to increase when comparing the first quarter of 2012 to the first quarter of 2011.

License Updates

License Updates revenue increased during 2011 when compared to 2010 primarily due to an increase in Subscription Advantage renewal
sales over alarger base of subscribers. License Updates revenue increased during 2010 when compared to 2009 primarily due to an increasein new
Subscription Advantage sales, led by increased X enDesktop product sales. We currently are targeting that License Updates revenue will increase
when comparing the first quarter of 2012 to the first quarter of 2011 and when comparing the first quarter of 2012 to the fourth quarter of 2011. As
described above, in the first quarter of 2012 License Updates revenue will be classified in Maintenance revenues.

Software as a Service

Software as a Service revenues increased during 2011 when compared to 2010 and during 2010 compared to 2009 primarily due to increased
sales of our Online Services division's Web collaboration products. We currently target our Software as a Service revenues to increase when
comparing thefirst quarter of 2012 to the first quarter of 2011 and when comparing the first quarter of 2012 to the fourth quarter of 2011 due
primarily to increased sales of our Web collaboration products.
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CITRIX SYSTEMS, INC.
CONSOLIDATED STATEMENTSOF INCOME

Year Ended December 31,

2011 2010 2009

(In thousands, except per shareinformation)

Revenues:
Product licenses $ 744,513 $ 619452 $ 538,975
License updates 741,834 682,246 604,968
Software as a Service 430,213 360,617 308,177
Technical services 289,832 212,347 161,968
Total net revenues 2,206,392 1,874,662 1,614,088
Cost of net revenues:
Cost of product license revenues 74,393 66,682 52,160
Cost of services revenues 153,063 106,234 87,233
Amortization of product related intangible assets 54,741 50,504 47917
Total cost of net revenues 282,197 223,420 187,310
Gross margin 1,924,195 1,651,242 1,426,778
Operating expenses:
Research and devel opment 343,727 326,647 281,980
Sales, marketing and services 839,818 729,754 679,053
General and administrative 307,270 258,875 239,623
Amortization of other intangible assets 16,390 14,279 20,972
Restructuring 24 971 26,473
Total operating expenses 1,507,229 1,330,526 1,248,101
Income from operations 416,966 320,716 178,677
I nterest income 13,819 14,577 14,683
Other (expense) income, net (288) (1,473) 532
Income before income taxes 430,497 333,820 193,892
Income taxes 74,867 57,379 2,875
Consolidated net income 355,630 276,441 191,017
Less: Net loss attributabl e to non-controlling interest 692 624 —
Net income attributable to Citrix Systems, Inc. $ 356,322 277,065 191,017
Net income per share attributable to Citrix Systems, Inc. stockholders:
Net income per share attributable to Citrix Systems, Inc. stockholders
— basic $ 1.90 149 1.05
Net income per share attributable to Citrix Systems, Inc. stockholders
— diluted $ 1.87 1.46 1.03
Weighted average shares outstanding:
Basic 187,315 185,959 181,805
Diluted 190,641 190,335 184,985

See accompanying notes.
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Mo ORI poan Agrecment CITRIX' | online

7alid If Signed and Retur to Citrix Onliné By: _ .
JFO1D #-S ged and Returned to Ci y Citrix Online LLC
) g . ' . 6500 Hallister Avenue
Please return ALL PAGES of the signed Agreement to (805) 690-6471
 the signed Ag (403 Goleta, CA 93117 USA
CUSTOMER DATA SUMMARY
CONTACT INFORMATION . BILLING INFORMATION
Customer: Purchase Order #: [] Not Applicable
Address: Billing Address: (if different)
Main Contact: ____ Billing Contact:
Telephone: o Telephone: Fax:
Faxi Email:
Email: -
: Billing Frequency: (check one) [ ]Monthly  [] Quarterly [ ] Annually
S ' . Billing Method: Invoices shall be delivered to Customer via email.
etup Contact:
Telephone: » [[] Check here if Customer requires paper invoice
Fax: Payment Process: Customer shall pay to Citrix Online all Fees set forth herein
) : within thirty (30) days of date of invoice pursuant to Section 4 of this Agreement.
Email: __ [[] Check here if Customer elects to pay by electronic funds transfer (“EFT”)
(Requires completion of Exhibit B to this Agreement)
Citrix Online Account Executive [] Check here if Customer elects to pay by credit card transaction
Name: : (Requires completion of separate credit card authorization form _found
Email: at www.citrixonline.com/billing.)
T [] Check here if Customer elects to pay by check -
SERVICE & FEE SUMMARY
N | ot pee | Torauawas | Impemenion T gy,
Service e v ptio SUBSCRIPTION p IMPLEMENTATION
Authorized Per Named FEE . Per Named JOPTION FEE
User(s) Authorized User Authorized User
GoToAssist®
GoToMeeting®*
GroToMyPC®
Options**/Other
*Ten (10) or more GoToMeeting Named Authorized Users includes GoToWebinar® at no additional fee.
**Option specifications can be found at www.CitrixOnline. com/ProductOptions.
Please Note: The Citrix Online customer/technical support services are set forth in Exhibit A to this Agreement.
This Agreement shall commence on (the “Effective Date”) and will continue for ___ months (the “Initial Commitment

Term”), and thereafter in accordance with Section 3 of this Agreement. By signing below, Citrix Online and Customer each certifies
that it has read, understands and agrees to the provisions set out in this MSA Order Form and the attached Terms and Conditions, the

combination of which comprises this Master Subscription Agreement (this “Agreement”).

CUSTOMER: ______ CITRIX ONLINE LLC
Signature: Signature:
Name: : Name: Kaylin Potepan
Title: Title: Billing Process Manager
e: . Date:
MSA_US 2008 template : Citrix Online — Proprietary & Confidential

CITRIX01158
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Master Subscription Agreement: TERMS AND CONDITIONS

_ This Master Subscription Agreement is entered into as of
e Effective Date, by and between Citrix Online LLC, a
Oelaware limited liability company and a wholly-owned
subsidiary of Citrix Systems, Inc. (“Citrix Online”), and
“Customer,” as identified on the MSA Order Form. By signing
the MSA Order Form, each party certifies that it has read,
understands and agrees to the provisions set out in the MSA
Order Form and these Terms and Conditions, the combination of
which comprises the Master Subscription Agreement (this
“Agreement”). The “Effective Date” of this Agreement shall be
as stated on the MSA Order Form.

1. Description of Services. Citrix Online’s remote access
service products consist of GoToAssist®, GoToMeeting®,
GoToWebinar® and GoToMyPC® (individually and collectively
referred to as the “Services”), as more fully described in
subsections (a) through (d) immediately below. The MSA Order
Form identifies the specific Service(s) subscribed to by
Customer and indicates the number of Named Authorized
User(s) for each Service. “Named Authorized Users” shall

mean (i) for the GoToAssist, GoToMeeting and GoToWebinar

Services, the Customer-designated individuals (i.e., employees,
contractors, consultants, etc.) whom may access the Services in
accordance with this Agreement, and (ii) for the GoToMyPC
Service, the Customer-designated host PCs which may be
accessed by authorized individuals (i.e., employees, contractors,
consultants, etc.) in accordance with this Agreement. The
following describes the Services currently offered by Citrix
Online:

a. GoToAssist. By subscribing to the GoToAssist
Service, Customer may access and use the GoToAssist screen-
sharing application for the sole purpose of enabling Named
Authorized Users to provide remote assistance to its internal and
external customers.

b. GoToMeeting. By  subscribing to  the
GoToMeeting Service, Customer may access and use the
GoToMeeting online meeting application for the sole purpose of
conducting online meetings between Named Authorized Users
and their respective invited attendees.

¢. GoToWebinar. By subscribing to the
GoToWebinar Service, Customer may access and use the
GoToWebinar web conferencing application for the sole purpose

of conducting online Webinars between Named Authorized .

Users and their respective invited attendees.

d. GoToMyPC. By subscribing to the GoToMyPC
Service, Customer may access and use the GoToMyPC remote-
access screen-sharing application for the sole purpose of
enabling authorized individuals to remotely access and control
Named Authorized Users.

2. Customer Rights and Restrictions.

a. During the Term of this Agreement, and upon
payment of all applicable Fees, Customer may access and use

4SA_US_2008 template

the Services subscribed to. hereunder pursuant to and in
accordance with the provisions of this Agreement.

b. Citrix Online will enable Named Authorized Users
to access and utilize the Services as contemplated herein.

c¢. -In connection with the Services subscribed to
hereunder, Citrix Online will make available to Customer remote
training session(s) via telephone and the Internet for all
individuals whom are either Named Authorized Users or
authorized to access Named Authorized Users hereunder.

d. Customer may not reverse engineer, decompile or
otherwise attempt to decipher any code in connection with the
Services or any other aspect of Citrix Online’s technology.

e. Customer may reassign Named Authorized Users
without incurring additional fees.

f. Subject to Sections 4 and 9(n), Customer may
subscribe to additional Services, including new service offerings
as may be made available from time to time, and/or increase the
number of Named Authorized Users by providing Citrix Online
with (i) a completed Citrix Online Add-On Order Form, (ii) a
Customer-issued purchase order, or (iii) a written amendment to
this Agreement signed by both parties.

g. Customer may inform its Named Authorized Users,
customers and employees that the Services ‘subscribed to
hereunder are powered by Citrix Online.

h. No other rights are granted hereunder except as
expressly set forth in this Agreement.

3. Term and' Termination.

a. Term. Following the Initial Commitment Term
(as defined in the MSA Order Form), this Agreement shall
automatically renew for successive one-year terms (each, a
“Renewal Term”). The Initial Commitment Term and any
Renewal Term(s) shall collectively be referred to herein as the
“Term.”

b. Termination by Non-Renewal. Customer
may elect to not renew and to terminate this Agreement by
providing Citrix Online with written notice of non-renewal at
least thirty (30) days prior to the end of the Initial Commitment

" Term. Such written notice of non-renewal must be submitted to

Citrix Online at corporatecancellations@citrixonline.com.

: c¢. Termination for Convenience. Following the
Initial Commitment Term, Customer may terminate this
Agreement during any subsequent Renewal Term for any reason
or no reason by providing Citrix Online at least forty-five (45)
days® written notice, and Citrix Online will refund to Customer
any prepaid but unused Subscription Fees (if any). Such written
notice of termination must be submitted to Citrix Online at
corporatecancellations@citrixonline.com.

d. Termination for Cause. At any time, either party
may terminate this Agreement immediately upon written notice
to the other party (i) if the other party breaches any of its

Citrix Online — Proprietary & Confidential
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Exhibit 85

CiTRIX  online

Online Subscription Agreement: TERMS OF SERVICE
Updated on January 7, 2011

CLICK FOR PRINTABLE VERSION

IMPORTANT ~ READ CAREFULLY:

BY COMPLETING THE ELECTRONIC ACCEPTANCE PROCESS AND CLICKING THE ACCEPTANCE BUTTON, YOU
WARRANT THAT YOU: (i) ARE 18 YEARS OF AGE OR OLDER; {ii} HAVE THE AUTHORITY TO, OR ARE AUTHORIZED
TO SIGN FOR AND BIND, THE CONTRACTING PARTY DEFINED BELOW AS “‘CUSTOMER” TO THE TERMS OF
SERVICE OF THIS ONLINE SUBSCRIPTION AGREEMENT (*AGREEMENT”); AND (iii) HAVE READ, UNDERSTAND AND
AGREE ON BEHALF OF CUSTOMER TO BE BOUND BY THIS AGREEMENT. IF YOU DO NOT HAVE SUCH AUTHORITY,
OR IF YOU DO NOT AGREE WITH THIS AGREEMENT, YOU MUST NOT CLICK THE ACCEPTANCE BUTTON; YOUR
REGISTRATION PROCESS WILL BE DISCONTINUED AND YOU MAY NOT USE THE SERVICES.

This Agreement is a legal and binding instrument entered into as of the Effective Date by and between Citrix Online and
Customer. Citrix Online reserves the right to amend this Agreement from time to time on notice to Customer. The most current
version of this Agreement can be reviewed by clicking the “Terms of Service” hypertext link located on the Citrix Online
website and shall control if different than this Agreement. Customer/technical support is available via the product support
websites and email, as set forth below:

Product Support Websites:

GoToAssist Service/GoToAssist Pro
www.help.gotoassist.com
www.help.gotoassist.de (Germany)
www.help.gotoassist.fr (France)

GoToManage Service
www.gotomanage.com/help

GoToMeeting Service, GoToWebinar
Service and

GoToTraining Service
http://support.gotomeeting.com
hitp://support.gotomeeting.de (Germany)
http://support.gotomeeting.fr (France)

J
GoToMyPC Service

http://support.gotomypc.com

Email: support@citrixonline.com

1. Definitions. As used in this Agreement, the following defined terms shall apply:

1.1. Agreement means these Terms of Service as may be amended from time to time and any other documents
incorporated by reference.

1.2, Citrix Online means the Citrix Online entity sef forth in Section 10 of this Agreement.

13. Confidential Information means any non-public information and/or materiais provided by a party under this

Agreement to the other party and reasonably understood to be confidential.
1.4. Customer means the legal entity or individual that enters into this Agreement.
1.5. Devices_and Server{s) means the following for purposes of the GoToManage Service: (i) device is a

physical or virtual machine including, but not limited to, computers, servers, printers, switches, IP phones and routers
connected to a network; and (ii) server is a physical or virtual machine that shares resources (e.g., access to data files,

programs and other peripheral devices) with other devices on a network.

1.6. Effective Date means the date of electronic acceptance of this Agreement by Customer.

CITRIX01179
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1.7. My Account means Customer’s specific page within the Citrix Online website where Customer subscribes
to the Services and provides Customer account information such as Registration Data and Payment Information. Customer
may access its My Account page at any time and update certain account information.

1.8. Named Authorized User(s) (sometimes referenced as “NAU”) means (i} those Customer-designated

~ . individuals who may access and use the Services in accordance with this Agreement. Each Named Authorized User must

have a unique identifier (i.e. "Named User ID” as defined below), and (ii) for the GoToMyPC Service, Customer-designated

host PCs which may be accessed by authorized individuals in accordance with this Agreement. Customer-designated

individuals may include, by way of example, employees, contractors, consultants and agents or third parties with which
Customer transacts business as determined by Customer.

1.8.1. Named User ID means the unique identifier of each Customer-designated individual authorized to
use the Services. A Named User ID may not be of a generic nature (e.g., john.doe@company.com is a unique Named User
ID; whereas support@company.com, userl@company.com, trainer@company.com, etc., are examples of generic user
identifiers). ’

1.9. Payment Information means limited Customer information related to billing and payment matters coliected
by Citrix Online during the online registration process. Such Payment Information will include a valid debit card or credit card
number with available credit sufficient to pay the applicable Subscription Fees, an election of a preferred billing frequency, and
other information as required by Citrix Online.

1.10.  Privacy Policy means the Citrix Online Privacy Policy which can be viewed by clicking the “Privacy Policy”
hypertext link located on the Citrix Online website.

1.11. Registration Data means limited Customer information collected by Citrix Online during the online
registration process.

1.12. Services means Citrix Online’s remote access and web collaboration products consisting of the services set
forth in Section 2 of this Agreement and as subscribed to by Customer. .

1.13. Subscription Fee means the fee for Customer's use of and access to the Services as subscribed to by
Customer.
1.14. Term means the term of this Agreement commencing on the Effective Date and continuing until the

expiration of all subscription period(s), including any renewal subscription period(s), for Services as stated on Customer's My
Account page.

2. Description of Services. Citrix Online’s remote access and web collaboration products include GoToAssist”
Express, GoToAssist® Corporate, GoToAssist® Corporate FastChat, GoToAssist® Pro, GoToManagem, GoToMeeting®,
GoToWebinar®, GoToTraining®, GoToMyPC® and GoView® services (individually and collectively referred to as the
“Services”), as more fully described in subsections 2.1 through 2.9 immediately below. The selection(s) made and submitted
by Customer during the online registration process will identify the specific Service(s) subscribed to by Customer hereunder
and the number of Named Authorized Users for each Service, all of which shall be listed on Customer's My Account page
within the Citrix Online website. Notwithstanding, this Agreement will apply to any Services subscribed to by Customer at any
time on or after the Effective Date. The following describes the Services currently offered by Citrix Online:

21, GoToAssist Express. By subscribing to the GoToAssist Express Service, Customer may access and use
the GoToAssist Express screen-sharing application for the sole purpose of enabling a Named Authorized User to provide live
remote assistance to its internal and external customers.

2.2 GoToAssist Corporate. By subscribing to the GoToAssist Corporate Service, Customer may access and
use the GoToAssist screen-sharing application for the sole purpose of enabling Named Authorized Users to provide live
remote assistance to their internal and externat customers.

2.3. GoToAssist _Corporate FastChat By subscribing to the GoToAssist Corporate FastChat Service,
Customer may access and use the GoToAssist chat-only application for the purpose of enabling Named Authorized Users to
provide live chat-only assistance to their internal and external customers.

2.4, GoToAssist Pro. By subscribing to the GoToAssist Pro Service, Customer may access and use the
GoToAssist Pro screen-sharing application for the purpose of enabling Named Authorized Users to provide live remote
assistance to Customer’'s internal and external customers, remote support for unattended computers and servers, and the
basic offering of GoToManage.

2.5. GoToManage. By subscribing to the GoToManage Service, Customer may access and use the
GoToManage application for the purpose of monitoring information technology networks, Devices and Server(s), maintaining
inventory management of such Devices and Server(s) and performing associated analysis and reporting.

2.6. GoToMeeting. By subscribing to the GoToMeeting Service, Customer may access and use the
GoToMeeting online meeting application for the purpose of enabling Named Authorized Users to conduct online meetings with
their respective invited attendees.

2.7. GoToWebinar. By subscribing to the GoToWebinar Service, Customer may access and use the
GoToWebinar web conferencing application for the purpose of enabling Named Authorized Users to conduct webinars with
their respective invited attendees.
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2.8. GoToTraining. By subscribing to the GoToTraining Service, Customer may access and use the
GoToTraining online training application for the purpose of enabling Named Authorized Users to conduct online training
sessions with their respective invited attendees. Use of the service allows synchronous online training sessions, distribution of
course materials, testing and assessments publishing upcoming courses to a catalog, and maintaining a reusable content
library.

2.9. GoToMyPC. By subscribing to the GoToMyPC Service, Customer may access and use the GoTo‘MyPC
remote-access screen-sharing application for the sole purpose of enabling authorized individuals to remotely access and
control Named Authorized Users.

2.10.  GoView Beta. By subscribing to the GoView Beta Service, Customer may enable Named Authorized Users
to access and use the GoView screen recording, editing, and hosting service to easily create and share recorded content
online. ‘ .

3. Online Registration. To subscribe to Services via the various Citrix Online product websites, Customer must
complete the online registration process, including Customer's electronic acceptance of this Agreement, and Citrix Online must
then accept such online registration. Citrix Online may reject an online registration by a potential Customer 'in its sole
discretion and is not obligated to provide a reason for its rejection. In the event a potential Customer’s online registration is
rejected by Citrix Online, such potential Customer may submit a new online registration for re-evatuation by Citrix Online.

3.1. Registration Data. All Registration Data provided by or on behalf of Customer must be current, complete
and accurate, and Customer is solely responsible for updating such Registration Data as necessary. Citrix Online reserves the
right to terminate this Agreement immediately in the event any Registration Data is found to be inaccurate, incomplete and/or
not current at any time. Customer is hereby informed that Registration Data is subject to automatic processing by Citrix Online
for the purposes of managing Customer's account. Customer will have access to Registration Data and may update or correct
it as necessary.

3.2, Account Password/Security. As part of the online registration process, Customer will choose a password
and a user name. Customer is entirely responsible for maintaining the confidentiality of its password and account, and
Customer is solely responsible for any and all activities that occur under its account. Customer agrees to notify Citrix Online
immediately of any unauthorized use of its account or any other breach of security. Citrix Online shall not be liable for any loss
that Customer may incur as a result of a third party using its password or account, either with or without its knowledge.
Customer may be held liable for losses incurred by Citrix Online and/or another party due to a third party using Customer’s
account or password.

3.3. Payment Information. All Payment Information provided by or on behalf of Customer must be current,
complete and accurate, and Customer is solely responsibie for updating such Payment Information as necessary. Customer
hereby authorizes Citrix Online, from time to time, to take steps to determine whether the debit card or credit card number
provided is valid. Citrix Online reserves the right to terminate this Agreement immediately in the event any Payment
Information is found to be inaccurate, lncomplete and/or not current at any time. Citrix Online shall not be responsible for any
overdraft charge or other fees that may be incurred by Citrix Online’s use of Customer’s debit card or credit card for payment
hereunder.

34. Trial and Promotional Offers. From time to time, Citrix Online may offer certain trial and/or promaotional
offers. Citrix Online reserves the right to discontinue or modify coupons, credits, trials and promotional offers at its discretion
and without notice. Any such trial or promotional offers may not be combined with other coupons, credits, trials, promotions or
any other discounts, and are limited to one (1) per Customer. The details of any trial or promotional offers applicable to
Customer shall be listed on Customer’s My Account page.

3.5. Privacy. Citrix Online’s use of any information provided by Customer, including without limitation,
Registration Data and Payment Information, is set forth in Citrix Online’s current Privacy Policy.

4. Customer Rights and Restrictions.

4.1. Customer Access and Use. During the Term of this Agreement, and upon payment of all applicable
Subscription Fees, Customer may access and use the Services pursuant to and in accordance with the provisions of this
Agreement. Citrix Online will enable Customer and its Named Authorized Users to access and utilize the Services as
contemplated by the Agreement. Thereafter, Customer shall be solely responsible for selecting and managing its users and
providing each of them with the information necessary for access to and use of the Services. Customer may reassign Named
Authorized Users, Devices and/or Server(s) without incurring additional fees provided that the number of such Named
Authorized Users, Devices and/or Server(s) does not increase: Customer may inform its users, customers and employees that
the Services are powered by Citrix Online. Customer understands that the Services do not allow calls to the emergency
services numbers (e.g., in the United States 911, or in the United Kingdom 999 and 112). If Customer’s broadband connection
fails, the Services and some related voice service will also fail. The Services may cease to function if there is a power cut or
failure. These failures may be caused by reasons outside of the control of Citrix Onfine.

4.2, Reverse Engineering. Except to the extent permitted by law, Customer may not modify, distribute, prepare
derivative works of, reverse engineer, reverse assemble, disassemble, decompile or otherwise attempt to decipher any code
used in connection with the Services and/or any other aspect of Citrix Online’s technology.

4.3. Abuse. Customer shall not access and/or engage in any use of the Services (i) in @ manner that abuses or
materially disrupts the networks, security systems, Services and/or websites of Citrix Online and/or (i) to communicate any
message or material that is deemed harassing, threatening, indecent, obscene, slanderous, or otherwise uniawful.
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server software. Please, describe for us the main
functions that your team had in doing that?

A. Sure. At the high level, I divide the set of
factions. On the proactive side, we are talking about
making sure that we have enough capacity on all these
various subsystems that I mentioned to be able to handle
additional customer traffic on a trending basis. On the
reaction side, it is much more about being able to get
alarms from our infrastructure and services and being
able to activate them to fix any issues that our
customers might be perceiving.

Q. So the proactive side, that would involve

observation?

A. That's correct.

Q. What kinds of things are you observing?

A. Primarily, we are looking at any sort of fault in
any of the other components that I mentioned. We have a

million data points coming to us every five minutes or
so. A lot of them have threshold associated with them.
Those might indicate some faults. We might have the
redundant systems, and we have the ability to switch
between primary and redundant system. That's one. The
other is in terms of managing capacity. As I said, we

might not have enough capacity to be able to service the
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A. 24 by 7. Constantly.

Q. What is the goal of the process overall?

A. I want to make sure our customer experience 1is
preserved. For example, if you want to get into a
meeting, it probably would be acceptable to get the
meeting started within a few seconds; but not if you
have to wait for ten minutes. Our primary job 1is to
preserve that.

Q. You said customer experience. What 1is the
customer ultimately looking for?

A. The ability to connect with other entities.
Depending on the product.

Q. That's what CITRIX is providing?

A. That's correct.
Q. Let me turn to the reaction function that you
described. What kind of sorts of things are included

the reaction function.

A. Typically, we are talking about reacting to an
external stimulus, for example, malicious party might
decide to handicap into our services. We might have a
legitimate influx of a very large number of customers

that we were not expecting. So we have to react to

these events to preserve the user experience for as many

customers as we can.

in
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Q. How do you get the information to which you are
reacting, from what channels?

A. Again, it is a multichannel input. Very similar
to customers calling in, in which case we know customer
for one of the monitoring systems is informing us of an
issue or there are electronics that are rating systems,
forms that customer for the session and all of that
aggregates back to us.

Q. If there i1is some issue to which you need to
react, what is the process that then follows?

A. In the reactive case, we probably, depending on
the severity of the issue, will open a high priority
incident, and depending on what percentage of the user
base impacted will either have a priority one or
priority two bridge open, which means everybody who is
relevant to that particular issue jumps on and we
actively diagnose the problem before we get to a
solution. Once we have a solution, we go to change
process and push that solution through to the
infrastructure of the software.

0. How much work is involved in the diagnostic
aspect?

A. Quite a bit. It is not unlike a medical

practice. We will have a priority one incident probably
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once a month, priority to probably once a week or more.
Then priority incidents consistently over time. I think
the number was about four thousand, in all, over a
quarter.

Q. So once you diagnose what the issue is, what then
do you do with the issue?

A. It depends on what the issue is. We can go, once
we have a root cause, it could be related to capacity,
which means some component is overflowing in which case
we engage what is called great limiting. We are
preserving customers' experience, and denying other
customers or switch to a component, component failure,
we need to have enough redundancy to be able to switch,
too.

Q. Okay. Are there configurations that can be
adjusted to address problems?

A. Absolutely. Primarily way of dealing with a lot
of the issues.

Q. What if there is a complete component failure,
what happens then?

A. If we have a redundant component standing by, our
job is to redirect traffic over to that component.
Otherwise, sometimes we have to escalate to our

equipment vendors and work with them to solve a problem
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that we cannot solve by ourselves.

0. Does the reaction function ever involve reaction
to extras at this issues?

A. Yes.

Q. What would you do in that case?

A. If you have any stand by capacity, we will throw
that into the mix. If not, we will engage with a third
party that is set up as an overflow. In worst case,
will start load shedding. That is what I was
mentioning, when we preserve the sort of user experience

of a few customers, but deny service to others.

Q. How often, well, I think you already answered
this. I apologize. Let me go back to your reference to
a priority point incident. Can you just give us a sense

of how important something has to be in order to be
designated Priority One?

A. The definition for that, if any of our services,
more than ten percent of the user base is impacted, that
is when we call a Priority One. Everything else stops.
We have full access to any engineer or otherwise in the
company. We continue to escalate the issue. Sometimes
all the way up to the GM.

Q. This would include people outside of technical

operations team?
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now?

A. Partly, yes.

Q. Tell us if you would a little bit about where
your team's responsibility is to the change process
begins?

A. So in a company like ours, part of the
information team, goes through a series of steps, called
software development lifecycle. Copies of the
infrastructure not used by our end users, which are
built for testing, and so the software is progressively
put through these parts of the pipeline, gets handed to
my team in what we call the staging system, reproduction

system, that is, before we promote it to the 1life

systems.
Q. When you say testing, what does that mean?
A. We run a series of interactions with the system

to be sure that it is doing yesterday in addition to the
new feature functionality that we are trying to release.
COMMISSIONER SCHARAFFA: Can I interrupt at
this point. You began by talking about hardware and you
described what hardware consists of. What is software?
THE WITNESS: Software i1is all the
functionality that we add on top of the hardware. Our

unique value to come across in the sense that it is all
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after the other? What is the delay in between them?

A. Typically, it varies by the, will the risk

management exercise. Varies by how risky the new
release 1is. Typically we will pick up a tranch.
Q. What happens in that week between two tranches

being activated?

A. Listening to all personal challenges. After you
had a session on-line, you will see a popup that says
please give us feedback about this event. People who
call into a call center and will see from
instrumentation that being built into the system. So
three different channels, I guess, that were keeping our
ear up.

Q. So information within the system, electronic
feedback forms and calls to call centers were the three
channels?

A. Yes.

0. By the way, those call centers, are those

operated by your team?

A. No.
Q. Who operates the call centers?
A. Our global customer support team. Also call our

care team, they customer face-calls.

Q. How many people is that?
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A. Approximately, 200.

Q. So the customer care team gets the call, they
have conveyed the information to your team so you can
figure out what is happening with this update?

A. That's correct. We are very tied to that sense.

Q. How long does it generally take to deploy the
update from the time it gets to your team to the time it
is active for all customers?

A. It depends on the complexity. It could be a few
weeks.

Q. How frequently are software or hardware upgrades

being deployed?

A. All the time. I think we were ten major changes
a week.
Q. I am going to show you a document. Could you

tell me what that 1s?

A. A job description is to senior network engineer.
Q. Is this a position for somebody on your team?

A. That's correct.

Q. That is kind of person that would be involved in

some of the process that we were just discussing?
A. That's correct.
Q. How many people would have the responsibilities

that are described there or similar responsibilities on
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your team?

A. Probably, sixty percent of the team.

Q. So how many people in total?

A. About 65, seventy for these job families.

Q. The position description summarizes the
qualifications and responsibilities with that position?

A. Yes.

MR. SCHNALL: I offer it.

MS. TOYE: I don't have any objection, your
Honor.

THE CLERK: The senior network job
description will be marked as Appellant's Exhibit Number
94.

Q. So guestion have been discussing the server
software. The parties have also stipulated that CITRIX
provides a locally installed client software
application. The endpoint software. That allows access
to the on-line offerings by connecting a host computer
or remote computer to CITRIX's web servers. If I refer
to endpoint software, would you understand me to be
referring to what I Jjust described?

A. I would.

Q. How does a customer get access to the endpoint

software?
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A. They download it from one of our websites.

Q. Do you have to be a customer to download the
endpoint software from the website?

A. No. I believe you can download it as anyone.

Q. So, yes, have to be a customer, no, do not have
to be a customer?

A. No. Do not have to be a customer.

Q. Do you have to be a customer to execute the

endpoint software on a computer?

A. No.

Q. Or to install it on a computer?

A. No.

Q. Does the customer or non-customer that downloads

the endpoint software have to pay CITRIX anything?

A. No.

Q. Do they have to pay anything if they have to
install the endpoint software on their computer?

A. No.

Q. Do they have to pay anything to execute the
application on their computer?

A. No.

Q. What do customers pay CITRIX for?

A. To access the service.

0. If I am not a customer, and I don't have a paid
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account, we said I can execute the endpoint software,
does that software communicate with the server software?

A. It can, yes.

Q. What is i1t that the server software will not do
if I am not a CITRIX customer?

A. The first thing, it will not allow you to get
into a session.

Q. So it will not authenticate a connection?

A. It will not go through authentication or
authorization.

Q. So I will not be able to access my home PC, if it

were to Go To My Own PC?

A. Yes.

Q. That is because I have not paid for the service?
A. Yes.

Q. The parties have also stipulated, well, I want to

turn to the specifics, first Go To My PC and then the
other on-line offerings. The parties stipulated that Go
To My PC allows users to securely access and operate
their personal computers from a remote location or
device that security securely connects to a person's
personal computer through CITRIX's web service. What
happens from the customer's perspective when he actually

makes a connection using Go To my PC?
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PowerPoint or Word.

0. Is that CITRIX's software?

A. No.
Q. Let me turn back now to the server software.
COMMISSIONER SCHARAFFA: Let me get the big
perspective here. To do all of this, you need to Dbe

connected to the internet?

THE WITNESS: Yes.

COMMISSIONER SCHARAFFA: You do that by your
ordinary telecommunication connection?

THE WITNESS: Yes.

COMMISSIONER SCHARAFFA: For that service,
the user pays a tax to the telecommunication company?

THE WITNESS: Exactly.

COMMISSIONER SCHARAFFA: That is separate
from you people?

THE WITNESS: Yes. Correct.

COMMISSIONER SCHARAFFA: I have to keep
perspective. This telecommunication stuff is, I don't
do computers, you know.

Q. Okay. The parties have stipulated that CITRIX
controls the server software, and technical operations
team is responsible for that control.

Is your team using the server software?
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A.

Q.

flame

A.

Q.

networ

A.

As much as the pilot is using the flame.
So in this analogy, the software is like the
that needs to be kept up in the air?

Yes.

And your team is doing that?

That's correct.

Can customers control the server software?
No.

Can they control where traffic goes on the
k?

They do not.

COMMISSIONER SCHARAFFA: You didn't ask if

they did. He asked you if they can.

A.

Q.

to run
A.
Q.

capaci
A.
Q.

asked

A.

They cannot. They cannot.
Thank you.
Can they control which server is used

a screen sharing session?

They cannot.

Can they control what happens when network
ty is challenged?

No.

Can your team do all of those things that I just
about?

Yes.
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Q. Does your team do all of those things?

A. They do.

0. What is the function of the server software?
A. It picks from, essentially, connects various
entities together. When somebody launches, wishes to go

into my PC session, it connects to our service, which
then authorizes, makes sure that the person has access
to that service, I'm sorry, authenticates it, makes sure
that the person has access to the service, authorizes
it. Product service might have multiple aspects and the
customer may have aspect to a few of them. That 1is the
authorization piece. At that point, it selects the part
of the infrastructure that particular session will land

on from all of the thousands of pieces that I mentioned

before.
Q. Does it do anything to maintain system integrity?
A. Yes.

Q. What does it do?

A. So in the basic sense, it does load management,
where if you have one little server, like you send, all
of our customers do, that is going to degrade the
components of the user experience. It does load
distribution across our infrastructure to make sure

everybody has similar experience.
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