


In 2009, we continued our transition to a recurring 
revenue and SaaS oriented business model.  Our license 
business diminished in importance and our services
business resized as a result of the combined effects
of shorter on-demand implementation times and a
challenging economic environment. We successfully 
added to our cumulative Annual Contract Value (ACV), 
delivered on our goals of quarterly net ACV growth, 
and grew our recurring revenues to nearly 60% of 
total revenues in a time of unprecedented economic
upheaval. 

At the same time, we accelerated our drive to improved 
operational effi ciency, reducing operating expenses by 
approximately $10 million year over year as part of 
our on-going  focus on operating expense. These two 

themes – recurring revenue
and drive to profi tability – have
been consistently laid out
in our internal and external
communications for the last two
years. I believe our team has built 
the foundation now for steady 
revenue growth and improved 
operating results. I am grateful
to all of our employees for the
dedication and effort they have
shown in staying the course to
position the business for long-
term profi table growth. 

In the year, we also brought more products to market
– Channel Management, Monaco Multi-Tennant SaaS, 
Compensation Plan Communicator, Commissions
Manager, Quota Management, Objective Management – 
all of which were sold in the year. Additionally, we signed
more transactions and added the second largest number 
of new customers than in any other year in our history.

Our total revenues for the year were $81.1 million, 
down $26.1 million or 24% from the prior year. This
decrease was the result of the anticipated decrease in 
license and services revenues related to our business
model change and the much shorter implementation
times required for our growing on demand business, 
combined with a challenging economic environment. 
Our annual recurring revenues were $46.3 million, up 
14% from 2008. Recurring revenues for 2009 accounted
for 57% of total revenues. This compares to 38% a
year ago, illustrating just how far we have come in our 
transformation to a recurring revenue SaaS business. 
We also added to our cumulative ACV, up 25% year 
over year, bringing the cumulative ACV to a new high of 
$32.4 million. 

In 2009, we continued to prove that our Sales
Performance Management proposition is potent enough 
to make investment in our solution set mission critical. 
We saw strong growth in both our on-demand and 
on-premises businesses. New customers included 
Vodafone, Comba Telecom, Fujitsu, Verigy, AXA Hungary 
and Switzerland, and Safety Kleen. Several deals were
based on our new term-based license structure for 
on-premises deployments, giving us proof points that 
this model is compelling for customers. 

Shortly after the fi rst of the year, we acquired ActekSoft, 
a leading provider of commissions and compliance 
software for the Insurance and Financial Services
industries. The company has an excellent reputation with 
their growing customer base. Commissions processing 
and agent lifecycle management are the most business 
critical elements to these clients, and the company has 
a solid product that meets its customers’ needs. As we
move forward, we will take advantage of the synergies 
that result from the combination of our two companies. 

With the acquisition of ActekSoft in January 2010, 
we now have over 200 customers, with $50 billion of 
incentives and compensation paid to over 2 million 
payees in over 140 countries. We believe this makes
us the unequivocal leader in the sales performance 
management space. 

In 2009, we launched our next generation Sales 
Performance Management suite, the Monaco release. 
This suite provides value to customers by helping
them optimize the entire sales talent lifecycle, from 
on-boarding, to deployment, to pay for performance, to
talent development, and we are seeing unprecedented 
customer momentum and industry recognition from 
the suite. The Monaco release also offers a new focus
on delivering more rapid time-to-value and ease of use 
for our customers. Enhancements include a new user 
interface, comprehensive workfl ow automation, and a 
pre-packaged library of industry-standard compensation
plans and reports. We are now seeing the impact of the
benefi t of these enhancements in our new customer 
implementations.

Achieving and sustaining profi tability is our top priority 
for the coming year. We are committed to becoming
profi table in the second half of 2010. As we reported, 
we made signifi cant reductions in 2009 operating
expenses, and we will continue to align our cost base 
with our recurring revenue streams in 2010. 

We thank our stakeholders for their continuing support. 

Leslie Stretch
President and CEO
Callidus Software Inc.

To Our Shareholders, Customers, Partners and Employees:
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K, including the “Management’s Discussion and Analysis of Financial
Condition and Results of Operations” section in Item 6 of this report, and other materials accompanying this
Annual Report on Form 10-K contain forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. These statements relate to our future
plans, objectives, expectations, intentions and financial performance and the assumptions that underlie these
statements. Generally, the words “believe,” “expect,” “intend,” “estimate,” “anticipate,” “project,” “will,” and
similar expressions and the negatives thereof identify forward-looking statements, which generally are not
historical in nature. These forward-looking statements include, but are not limited to, statements concerning
the following: changes in and expectations with respect to license revenues and gross margins, future operating
expense levels, the impact of quarterly fluctuations of revenue and operating results, levels of recurring revenues,
staffing and expense levels, the impact of foreign exchange rate fluctuations and the adequacy of our capital
resources to fund operations and growth. As and when made, management believes that these forward-looking
statements are reasonable. However, caution should be taken not to place undue reliance on any such forward-
looking statements because such statements speak only as of the date when made and may be based on assumptions
that do not prove to be accurate. Our Company undertakes no obligation to publicly update or revise any forward-
looking statements, whether as a result of new information, future events, or otherwise, occurring after the date of
this Annual Report on Form 10-K. In addition, forward-looking statements are subject to certain risks and
uncertainties that could cause actual results to differ materially from our Company’s historical experience and our
present expectations or projections. For a detailed discussion of these risks and uncertainties, see the “Business”
and “Risk Factors” sections in Items 1 and 1A of this Annual Report on Form 10-K.

PART I

Item 1. Business

Callidus Software Inc.

Incorporated in Delaware in 1996, Callidus Software Inc. is a market and technology leader in Sales
Performance Management (SPM) solutions globally, to companies of every size. Organizations use SPM systems
to optimize their investment in sales planning and performance, specifically in the areas of sales and channel pay for
performance and incentive management. SPM solutions also provide the capability to continually monitor and
analyze these business processes in order to understand what is working well, and which programs might need to be
revised. Sales performance programs are key vehicles in aligning employee and channel partner goals with
corporate objectives.

We recently introduced our next generation Sales Performance Management suite, the Monaco release, a
multi-tenant Software-as-a-Service (SaaS) solution that delivers a comprehensive suite of sales lifecycle man-
agement solutions. These solutions provide value to customers by helping them optimize sales effectiveness from
sales and channel on-boarding, to deployment, to pay for performance, to talent development. The Monaco release
also offers a new focus on delivering more rapid time-to-value and ease of use for our customers. Enhancements
include a new user interface, and a new self-service platform to deliver increased value to end users. In addition, we
have built and delivered a library of industry-standard plans and reports, that comes pre-packaged as part of the
product. These plans and reports allow customers to get up and running with a proven set of best practice resources
quickly.

By facilitating effective management of sales selection and on-boarding, sales deployment and readiness
management, incentive and bonus programs, and performance improvements, our products allow our customers to
optimize cost efficiencies and drive sales effectiveness. While we offer our customers a range of purchasing and
deployment options, from on-demand subscription SaaS to on-premise licensing, our business and revenue model is
focused on recurring revenue. Our software suite is based on our proprietary technology and extensive expertise in
sales performance management, and provides the flexibility and scalability required to meet the dynamic SPM
requirements of global companies of every size across multiple industries.
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Our software consulting services offers customers a full range of SPM solution implementations, system
upgrades, compensation plan enhancements, migration assistance, reporting and integration consulting and solution
architecture services.

As of December 31, 2009 over 2 million salespeople, brokers and channel representatives have their sales
performance managed by our products.

Products

The Callidus product suite provides an end-to-end solution for all aspects of the SPM process. With our
products, organizations gain insight into sales operations and financial performance including sales capacity and
coverage, sales goal attainment and financial performance, and incentive effectiveness. Our products combine a
complete web-based solution with flexible rules-based architecture, grid-based computing, reporting, analytics, and
workflow functionality. While our horizontal solution is applicable to every industry, Callidus additionally provides
value-added industry-specific solutions, particularly in financial services and insurance, telecommunications, life
sciences, and technology. Callidus solutions are cross-platform and standards-based, enabling them to be integrated
with a wide range of IT systems and processes. Callidus also provides packaged, certified integration with
salesforce.com, enabling an organization’s sales team to seamlessly access Callidus applications from its Sales
Force Automation/Customer Relationship Management system.

We offer our customers various options to purchase and deploy our products, primarily through on-demand,
SaaS subscription and on-premise time-based term licenses. The Callidus On-Demand service delivers all the
advantages of SPM. By using Callidus On-Demand, organizations gain the benefit of SPM with a rapid deployment
that provides flexibility, efficiency, cost savings, security, and reliability. Callidus On-Demand can be configured
with a selection of service levels and options that suit an organization’s business objectives, requirements, and
resources. Callidus On-Demand customers rely on our Technical Operations services to provide the infrastructure,
infrastructure operations, and software application operations layers required for SPM. In addition to Technical
Operations, we make available to all customers Sales Operations services. Sales Operations provides plan and
reporting administration services, which includes compensation plan maintenance, report design and maintenance,
customer service, issue resolution, production support, and incentive change management. Companies selecting
this service do not need to hire and train a compensation analyst or compensation administration team to design and
run the system.

Customers that prefer to have our products operating on their own premises can purchase either time-based
term licenses or perpetual licenses. Our time-based term license offering gives our customers the right to use our
products for a period of time, typically 12 to 24 months. Fees under the time-based term licenses are generally billed
annually. Thus, the up-front cost to purchase a time-based term license is significantly lower than that of a perpetual
license. We started offering time-based term licenses on several of our products in the third quarter of 2009.

Our products and the deployment options currently offered are listed below.

TrueComp Manager Application

Our TrueComp Manager application automates the modeling, design, administration, reporting, and analysis
of pay-for-performance programs for organizations ranging from hundreds to hundreds of thousands of sales
people. Our customers use the TrueComp Manager application to design, test, and implement sales compensation
plans that reward employees based on profitability of sales or customer value, team-selling, and new product
introduction or geographic expansion, or other sales activities that customers wish to encourage. The TrueComp
Manager application enables our customers to define flexible market goals and territories for its sales force and
channels, accurately collect sales performance data, apply it to each payee’s profile and goals, and process and pay
their sales force for achievement on target. The TrueComp Manager application provides a flexible, user-
maintainable system that can be easily modified to align direct or indirect sales compensation with corporate
goals and shareholder value. It also provides sophisticated modeling functionality to enable the finance organization
to accurately forecast compensation spend, or to perform incentive and coverage modeling to understand the
different incentive and/or market scenarios. This combined modeling functionality enables organizations to
substantially reduce their exposure to unexpected compensation overspend.
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The TrueComp Manager application serves as the business user-facing application to set-up compensation
plans and incentives, territories, and goals, and to manage day-to-day operations of sales collections and payments.
The solution collects and integrates multiple data feeds used to measure and process sales performance. The
TrueComp grid component provides high-performance processing of compensation data and results and, together
with our parallel processing functionality, enables organizations to manage global compensation. The application’s
modular, date-effective approach to defining compensation plans avoids the maintenance and change problems
associated with homegrown solutions. The TrueComp Manager application was initially shipped in the first quarter
of 1999 and is now being offered to our customers through an on-demand SaaS solution, or under a time-based term
or perpetual license.

Callidus Reporting

Callidus Reporting delivers real-time production reports for detailed and summarized sales goal information. It
delivers compensation statements, and order to payment tracking, enabling transparency and confidence in the sales
incentive process across stakeholders, including the sales force, dealer networks, brokers and channel partners.
With integrated reporting capabilities as part of the Callidus Software suite, businesses can quickly and efficiently
deploy sales incentives, knowing that sales and channel partners receive up-to-date, transparent details on their
performance and payments. The reports deliver at-a-glance summary snapshots for sales, and enable quick and easy
navigation to the orders and events that drive their compensation. Callidus Reporting software was initially shipped
in the first quarter of 2006 and is now being offered to our customers through an on-demand SaaS solution, or under
a time-based term or perpetual license.

Callidus Analytics

Callidus Analytics solution enables businesses to quickly deploy performance dashboards across the sales
force and selling channels to monitor and indentify trends affecting sales team, product, and customer performance.
The solution provides out-of-the-box dashboards for sales, finance, and sales operations roles to interactively assess
and identify trends affecting selling performance across customers, products, channels, sales teams, and territories,
and provides ad-hoc query capabilities for deeper analysis of root causes of performance trends.

Callidus Analytics is integrated with the TrueComp Manager solution, and is shipped with pre-packaged
dashboards by role for rapid time to value. Callidus Analytics also allows integration with salesforce.com via
AppExchange. Callidus Analytics software was initially shipped in the first quarter of 2006 and is now being
offered to our customers through an on-demand SaaS solution, or under a time-based term or perpetual license.

Callidus Producer Management

Callidus Producer Management is designed for insurance carriers with large independent distribution chan-
nels, or a large numbers of captive agents. Callidus Producer Management streamlines producer administration by
helping onboard, deploy, and pay producers, while providing visibility into channel operations and financial
performance. Producer management helps businesses not only realize significant hard dollar savings with better
control and flexibility of incentive plans and payments to producers, but also to rapidly onboard new producers,
grow producer revenue and mindshare, and ensure long-term producer loyalty. Callidus Producer Management was
initially shipped in the second quarter of 2007 and is now being offered to our customers through an on-demand
SaaS solution, or under a time-based term or perpetual license.

Callidus Channel Management

Callidus Channel Management is designed for telecommunications companies with large independent
channels that need one central location to view and update dealer information. Channel management provides
businesses a comprehensive view of dealer information, essential for providing the maximum service level to
dealers. It helps businesses not only realize significant savings with better control and flexibility of incentive plans
and payments to dealers, but also to manage sophisticated types of hierarchies required for independent dealers.
Callidus Channel Management was initially shipped in the second quarter of 2007 and is now being offered to our
customers through an on-demand SaaS solution, or under a time-based term or perpetual license.
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