FORM S-1 - REGISTRATION STATEMENT

Brio Software Inc

IPO priced 1998-05-05 - $11.00 a share - BRYO

From S1 Directory - www.sldirectory.com/sl/brio-software-inc/ - Source:
https://www.sec.gov/Archives/edgar/data/1056294/000101287098000596/0001012870-98-000596. txt



AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION ON MARCH 3, 1998 REGISTRATION NO.
333- SECURITIES AND EXCHANGE COMMISSION WASHINGTON, D.C. 20549 FORM S-1 REGISTRATION
STATEMENT UNDER THE SECURITIES ACT OF 1933 BRIO TECHNOLOGY, INC. (EXACT NAME OF
REGISTRANT AS SPECIFIED IN ITS CHARTER)

DELAWARE 7372 77-0210797
(STATE OR OTHER JURISDICTION OF (PRIMARY STANDARD INDUSTRIAL (I.R.S. EMPLOYER
INCORPORATION OR ORGANIZATION) CLASSIFICATION CODE NUMBER) IDENTIFICATION NUMBER)

3430 WEST BAYSHORE ROAD PALO ALTO, CA 94303 (650) 856-8000 (ADDRESS, INCLUDING ZIP
CODE, AND TELEPHONE NUMBER, INCLUDING AREA CODE, OF REGISTRANT'S PRINCIPAL EXECUTIVE
OFFICES) KAREN J. WILLEM CHIEF FINANCIAL OFFICER BRIO TECHNOLOGY, INC. 3430 WEST
BAYSHORE ROAD PALO ALTO, CA 94303 (650) 856-8000 (NAME, ADDRESS INCLUDING ZIP CODE, AND
TELEPHONE NUMBER INCLUDING AREA CODE, OF AGENT FOR SERVICE) COPIES TO: MARK B. WEEKS
MARK A. BERTELSEN JON E. GAVENMAN JOSE F. MACIAS PATRICK R BARRY S. DAWN SMITH VENTURE
LAW GROUP WILSON SONSINI GOODRICH & ROSATI A PROFESSIONAL CORPORATION PROFESSIONAL
CORPORATION 2800 SAND HILL ROAD 650 PAGE MILL ROAD MENLO PARK, CA 94025 PALO ALTO, CA
94304 (650) 854-4488 (650) 493-9300 APPROXIMATE DATE OF COMMENCEMENT OF PROPOSED SALE
TO THE PUBLIC: AS SOON AS PRACTICABLE AFTER THE EFFECTIVE DATE OF THIS REGISTRATION
STATEMENT.

IF ANY OF THE SECURITIES BEING REGISTERED ON THIS FORM ARE TO BE OFFERED ON A DELAYED
OR CONTINUOUS BASIS PURSUANT TO RULE 415 UNDER THE SECURITIES ACT OF 1933, CHECK THE
FOLLOWING BOX. [_] IF THIS FORM IS FILED TO REGISTER ADDITIONAL SECURITIES FOR AN
OFFERING PURSUANT TO RULE 462(B) UNDER THE SECURITIES ACT, PLEASE CHECK THE FOLLOWING
BOX AND LIST THE SECURITIES ACT REGISTRATION NUMBER OF THE EARLIER EFFECTIVE
REGISTRATION STATEMENT FOR THE SAME OFFERING. [_] IF THIS FORM IS A POST-EFFECTIVE
AMENDMENT FILED PURSUANT TO RULE 462(C) UNDER THE SECURITIES ACT, CHECK THE FOLLOWING
BOX AND LIST THE SECURITIES ACT REGISTRATION NUMBER OF THE EARLIER EFFECTIVE
REGISTRATION STATEMENT FOR THE SAME OFFERING. [_] IF THIS FORM IS A POST-EFFECTIVE
AMENDMENT FILED PURSUANT TO RULE 462(D) UNDER THE SECURITIES ACT, CHECK THE FOLLOWING
BOX AND LIST THE SECURITIES ACT REGISTRATION STATEMENT NUMBER OF THE EARLIER EFFECTIVE
REGISTRATION STATEMENT FOR THE SAME OFFERING. [_] IF DELIVERY OF THE PROSPECTUS IS
EXPECTED TO BE MADE PURSUANT TO RULE 434, PLEASE CHECK THE FOLLOWING BOX. [_]
CALCULATION OF REGISTRATION FEE

PROPOSED MAXIMUM

TITLE OF EACH CLASS OF AGGREGATE OFFERING AMOUNT OF
SECURITIES TO BE REGISTERED PRICE(1) REGISTRATION FEE
COMMON STOCK, PAR VALUE $0.001... ...t iniinninnennenns $33,350,000 $9,838.25 (1)

ESTIMATED SOLELY FOR THE PURPOSE OF COMPUTING THE AMOUNT OF THE REGISTRATION FEE
PURSUANT TO RULE 457(0) UNDER THE SECURITIES ACT. THE REGISTRANT HEREBY AMENDS THIS
REGISTRATION STATEMENT ON SUCH DATE OR DATES AS MAY BE NECESSARY TO DELAY ITS EFFECTIVE
DATE UNTIL THE REGISTRANT SHALL FILE A FURTHER AMENDMENT WHICH SPECIFICALLY STATES THAT
THIS REGISTRATION STATEMENT SHALL THEREAFTER BECOME EFFECTIVE IN ACCORDANCE WITH
SECTION 8(A) OF THE SECURITIES ACT OF 1933 OR UNTIL THIS REGISTRATION STATEMENT SHALL
BECOME EFFECTIVE ON SUCH DATE AS THE COMMISSION, ACTING PURSUANT TO SAID SECTION 8(A),
MAY DETERMINE.

B b o o o o o o o o o o o R
INFORMATION CONTAINED HEREIN IS SUBJECT TO COMPLETION OR AMENDMENT. A REGISTRATION
STATEMENT RELATING TO THESE SECURITIES HAS BEEN FILED WITH THE SECURITIES AND EXCHANGE
COMMISSION. THESE SECURITIES MAY NOT BE SOLD NOR MAY OFFERS TO BUY BE ACCEPTED PRIOR TO
THE TIME THE REGISTRATION STATEMENT BECOMES EFFECTIVE. THIS PROSPECTUS SHALL NOT
CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION OF AN OFFER TO BUY NOR SHALL THERE BE
ANY SALE OF THESE SECURITIES IN ANY STATE IN WHICH SUCH OFFER, SOLICITATION OR SALE
WOULD BE UNLAWFUL PRIOR TO REGISTRATION OR QUALIFICATION UNDER THE SECURITIES LAWS OF
ANY SUCH STATE.
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SUBJECT TO COMPLETION, DATED MARCH 3, 1998
[LOGO OF BRIO TECHNOLOGY]
SHARES
COMMON STOCK

OF THE SHARES OF COMMON STOCK, PAR VALUE $0.001 PER SHARE ("COMMON STOCK"), OF BRIO
TECHNOLOGY, INC. ("BRIO" OR THE "COMPANY") OFFERED HEREBY (THE "OFFERING"), SHARES ARE
BEING OFFERED BY THE COMPANY AND SHARES ARE BEING OFFERED BY CERTAIN STOCKHOLDERS OF
THE COMPANY (THE "SELLING STOCKHOLDERS"). THE COMPANY WILL NOT RECEIVE ANY PROCEEDS
FROM THE SALE OF SHARES OF COMMON STOCK BY THE SELLING STOCKHOLDERS. SEE "PRINCIPAL AND
SELLING STOCKHOLDERS" AND "UNDERWRITING." PRIOR TO THIS OFFERING, THERE HAS BEEN NO
PUBLIC MARKET FOR THE COMMON STOCK. IT IS CURRENTLY ESTIMATED THAT THE INITIAL PUBLIC
OFFERING PRICE WILL BE BETWEEN $ AND $ PER SHARE. SEE "UNDERWRITING" FOR A DISCUSSION
OF THE FACTORS TO BE CONSIDERED IN DETERMINING THE INITIAL PUBLIC OFFERING PRICE. THE
COMPANY HAS APPLIED TO HAVE THE COMMON STOCK APPROVED FOR LISTING ON THE NASDAQ
NATIONAL MARKET UNDER THE SYMBOL "BRYO."

FOR INFORMATION CONCERNING CERTAIN FACTORS WHICH SHOULD BE CONSIDERED BY PROSPECTIVE
INVESTORS, SEE "RISK FACTORS" COMMENCING ON PAGE 5.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION NOR HAS THE SECURITIES AND EXCHANGE
COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED UPON THE ACCURACY OR ADEQUACY OF
THIS PROSPECTUS. ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

PRICE PROCEEDS
TO UNDERWRITING TO PROCEEDS TO SELLING
PUBLIC DISCOUNT(1) COMPANY(2) STOCKHOLDERS

Per Share $ $ $ $

Total(3) $ $ $ $

(1) THE COMPANY HAS AGREED TO INDEMNIFY THE UNDERWRITERS AGAINST CERTAIN LIABILITIES,

INCLUDING LIABILITIES UNDER THE SECURITIES ACT OF 1933, AS AMENDED. SEE "UNDERWRITING."

(2) BEFORE DEDUCTING EXPENSES ESTIMATED AT $ , PAYABLE BY THE COMPANY. (3) THE COMPANY

AND THE SELLING STOCKHOLDERS HAVE GRANTED THE UNDERWRITERS A 30-DAY OPTION TO PURCHASE
UP TO ADDITIONAL SHARES OF COMMON STOCK SOLELY TO COVER OVER-ALLOTMENTS, IF ANY. IF
SUCH OPTION IS EXERCISED IN FULL, THE TOTAL PRICE TO PUBLIC, UNDERWRITING DISCOUNT,
PROCEEDS TO COMPANY AND PROCEEDS TO SELLING STOCKHOLDERS WILL BE $ , $ , $ AND $ ,

RESPECTIVELY. SEE "UNDERWRITING."

THE SHARES OF COMMON STOCK ARE OFFERED BY THE UNDERWRITERS, SUBJECT TO PRIOR SALE,
WHEN, AS AND IF DELIVERED TO AND ACCEPTED BY THEM, AND SUBJECT TO THE APPROVAL OF
CERTAIN LEGAL MATTERS BY COUNSEL AND CERTAIN OTHER CONDITIONS. THE UNDERWRITERS RESERVE
THE RIGHT TO WITHDRAW, CANCEL OR MODIFY SUCH OFFER AND TO REJECT ORDERS IN WHOLE OR IN
PART. DELIVERY OF THE SHARES OF COMMON STOCK OFFERED HEREBY TO THE UNDERWRITERS IS
EXPECTED TO BE MADE IN NEW YORK, NEW YORK ON OR ABOUT , 1998.

DEUTSCHE MORGAN GRENFELL
BANCAMERICA ROBERTSON STEPHENS
FIRST ALBANY CORPORATION
PIPER JAFFRAY INC.

THE DATE OF THIS PROSPECTUS IS , 1998
[COLOR ARTWORK]
[DESCRIPTION OF COLOR ARTWORK]

THE INSIDE FRONT COVER CONTAINS THE SAME CENTERED, DISSECTED CIRCLE AS THE GATEFOLD
CENTER GRAPHIC. HOWEVER, IN THIS CIRCLE THE ICONS ARE ELIMINATED, AS IS THE UPPER-RIGHT
ARROW. THE OUTSIDE PERIMETER CONTAINS THE SAME PHRASES: "CLIENT/SERVER ACCESS" AND "WEB



OR INTRANET ACCESS." THERE ARE 5 TEXT PHRASES EMBEDDED WITHIN THE CIRCLE.
A CLOCK FACE, THE TEXT PHRASES ARE POSITIONED AS FOLLOWS:

AT TWELVE O'CLOCK IS A SET OF 4 STACKED PHRASES:
0'CLOCK IS THE PHRASE: QUERY,
PAST THREE IS: QUERY,

ANALOGING TO

(1), (11), (III) AND (IV). AT TWO

ANALYSIS & REPORTING DIRECTLY FROM DATA SOURCES AT HALF-

ANALYSIS & REPORTING FROM EXISTING DATA MODELS AT SIX O'CLOCK IS:

AD HOC ANALYSIS FROM PRE-BUILT REPORTS AT TEN O'CLOCK IS: WEB OR INTRANET ACCESS THE

VERY TOP POTION OF THE PAGE CONTAINS A TEXT BOX WITH THE WORDS "ENTERPRISE BUSINESS

INTELLIGENCE." BELOW IT AND ON THE LEFT ARE TWO PARAGRAPHS. THE TEXT IN THE PARAGRAPH
IS AS FOLLOWS:

DELIVERING EFFECTIVE ENTERPRISE BUSINESS INTELLIGENCE REQUIRES A NEW APPROACH--THE
INFORMATION SUPPLY CHAIN. THIS INFORMATION DELIVERY AND ANALYSIS STRATEGY INCORPORATES
INDIVIDUALS WHO MANAGE AND PRODUCE INFORMATION--INFORMATION PRODUCERS--AND INDIVIDUALS

WHO USE INFORMATION AS A PART OF THEIR DAILY BUSINESS LIFE--INFORMATION CONSUMERS.

THIS INFORMATION SUPPLY CHAIN APPROACH ALLOWS INFORMATION PRODUCERS TO LEVERAGE THEIR

STRENGTHS IN DATA MANAGEMENT, APPLICATIONS AND REPORT DEVELOPMENT AND INFRASTRUCTURE

MANAGEMENT WHILE ENABLING END USERS TO FOCUS AN ANSWERING KEY BUSINESS QUESTIONS--ON
THEIR OWN.

BELOW THAT TEXT IS AN EMPTY SPACE,

THEN A THIRD PARAGRAPH AS FOLLOWS:
INFORMATION CONSUMERS.

THE LARGEST GROUP OF USERS IN ANY ORGANIZATION REQUIRE:
THE PARAGRAPH ARE SET SQUARE BULLET POINTS:

AD HOC ANALYSIS OFF-LINE ANALYSIS AND REPORTING
ACCESSIBILITY VIA THE WEB

BELOW

CONSISTENT USER INTERFACE
INTUITIVE AND EASY TO LEARN PRODUCTS TIMELY DELIVERY OF
INFORMATION AND REPORTS BELOW THE BULLET POINTS IS ANOTHER TEXT BOX STRETCHING ACROSS

THE LEFT HALF OF THE PAGE WITH THE WORDS "INFORMATION CONSUMERS."

ON THE UPPER RIGHT PORTION OF THE PAGE, DIRECTLY BELOW THE LARGE TEXT BOX IS A SMALLER
TEXT BOX STRETCHING ACROSS THE RIGHT HALF OF THE PAGE WITH THE WORDS "INFORMATION
PRODUCERS." BELOW THE TEXT BOX IS THE PHRASE:

INFORMATION PRODUCERS--IT PROFESSIONALS AND DEPARTMENTAL POWER USERS--WHO DELIVER
BUSINESS INFORMATION TO THE ORGANIZATION REQUIRE SOLUTIONS THAT PROVIDE:

BELOW THIS PHRASE ARE 7 SQUARE BULLET POINTS STAGGERED AT VARIOUS POINTS TO THE RIGHT,
ROUGHLY SHADOWING THE PERIMETER OF THE WHEEL. THE BULLET POINTS READ:

SCALABLE ARCHITECTURE SIMPLE SUPPORT AND MAINTENANCE
SECURE REPORT DISTRIBUTION CENTRALIZED CONTROL

COMPREHENSIVE, INTEGRATED TOOLS

LEVERAGE EXISTING TECHNOLOGY
QUICK IMPLEMENTATION

[END OF DESCRIPTION OF COLOR ARTWORK INSIDE FRONT COVER]

ADAPTIVE REPORTING, BRIO, BRIO ENTERPRISE, BRIO.INSIGHT, BRIOQUERY, BRIOQUERY DESIGNER,
BRIOQUERY EXPLORER, BRIOQUERY NAVIGATOR, BRIO.QUICKVIEW, BROADCAST SERVER, DATAPRISM,
ONDEMAND SERVER AND THE COMPANY'S LOGO ARE TRADEMARKS OF THE COMPANY. ALL OTHER BRAND
NAMES OR TRADEMARKS APPEARING IN THIS PROSPECTUS ARE THE PROPERTY OF THEIR RESPECTIVE

HOLDERS.

CERTAIN PERSONS PARTICIPATING IN THIS OFFERING MAY ENGAGE IN TRANSACTIONS THAT

STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE PRICE OF THE COMMON STOCK,
ENTERING STABILIZING BIDS,

PENALTY BIDS.

INCLUDING BY
EFFECTING SYNDICATE COVERING TRANSACTIONS OR IMPOSING

FOR A DISCUSSION OF THESE ACTIVITIES, SEE "UNDERWRITING."

EXCEPT AS OTHERWISE NOTED HEREIN, INFORMATION IN THIS PROSPECTUS ASSUMES (I) NO
EXERCISE OF THE UNDERWRITERS' OVER-ALLOTMENT OPTION, (II) A ONE-FOR-TWO REVERSE STOCK
SPLIT TO BE EFFECTED IN MARCH 1998, (III) THE REINCORPORATION OF THE COMPANY FROM
CALIFORNIA TO DELAWARE, (IV) THE CONVERSION OF ALL OUTSTANDING SHARES OF PREFERRED
STOCK OF THE COMPANY INTO SHARES OF COMMON STOCK OF THE COMPANY UPON THE CLOSING OF



THIS OFFERING, (V) THE EXERCISE OF A WARRANT TO PURCHASE 10,000 SHARES OF COMMON STOCK
AND (VI) THE FILING, UPON THE CLOSING OF THIS OFFERING, OF A RESTATED CERTIFICATE OF
INCORPORATION AUTHORIZING 2,000,000 SHARES OF UNDESIGNATED PREFERRED STOCK.

[DESCRIPTION OF GATEFOLD GRAPHICS]

THE GRAPHIC HEADING STARTS WITH THE PHRASE "BRIO ENTERPRISE FOR THE ENTERPRISE."
DIRECTLY UNDERNEATH THIS HEADING IS THE SENTENCE: "BRIO ENTERPRISE IS BRIO TECHNOLOGY'S
COMPREHENSIVE CLIENT/SERVER AND WEB-BASED SUITE OF PRODUCTS THAT MEETS THE NEEDS OF
BOTH INFORMATION PRODUCERS AND INFORMATION CONSUMERS. IN THE CENTER OF THE GATEFOLD
THERE IS A CIRCLE DIVIDED INTO 8 VARIOUS-SIZED WEDGES. IN THE CENTER OF THE CIRCLE IS
AN ICON REPRESENTING THE BRIO ENTERPRISE SERVER PRODUCT WITH THE TEXT "BRIO ENTERPRISE
SERVER" SET OUT IN A BLOCK DIRECTLY BELOW THE ICON. IN THE UPPER RIGHT PORTION OF THE
CIRCLE IS AN ICON REPRESENTING THE BRIOQUERY PRODUCT WITH THE TEXT "BRIOQUERY" SET
DIRECTLY BELOW THE ICON IN A TEXT BLOCK. AN ARROW RUNS COUNTER-CLOCKWISE THROUGH THE
UPPER RIGHT QUADRANT OF THE CIRCLE. ON THE LEFT SIDE OF THE CIRCLE, STILL WITHIN THE
CIRCLE ITSELF AT APPROXIMATELY A 70(DEGREES) ANGLE FROM THE TOP OF THE CIRCLE, LIES AN
ICON REPRESENTING THE BRIO.QUICKVIEW PRODUCT, AGAIN PLACING THE TEXT IN A BLOCK
DIRECTLY BELOW THE ICON. CURVED ARROWS RADIATE FROM EACH SIDE OF THE ICON, ONE
CLOCKWISE AND THE OTHER COUNTER-CLOCKWISE, EACH COVERING ABOUT 30(DEGREES) OF THE
CIRCLE. AN ICON REPRESENTING THE BRIO.INSIGHT PRODUCT LIES IN THE BOTTOM PORTION OF THE
CIRCLE. DIRECTLY BELOW THE ICON LIES THE TEXT "BRIO.INSIGHT." ARROWS RADIATE FROM EACH
SIDE OF THE ICON IN THE SAME FASHION AS THE ARROWS FROM THE BRIO.QUICKVIEW ICON, BUT
EACH OF THESE ARROWS EXTENDS FOR APPROXIMATELY 90(DEGREES) OF THE CIRCLE. AROUND THE
PERIMETER OF THE CIRCLE IS A SOLID BAND ENCASING TWO PHRASES. THE UPPER RIGHT PORTION
CONTAINS THE PHRASE "CLIENT/SERVER ACCESS" AND THE LOWER LEFT PORTION CONTAINS THE
PHRASE "WEB OR INTRANET ACCESS."

DIRECTLY BELOW THE GRAPHIC HEADING AND EXTENDING ACROSS THE WIDTH OF THE PAGE IS A
GRAPHIC CONSISTING OF TWO BOXES LINKED BY A DOUBLE-HEADED ARROW. THE BOX ON THE LEFT
SIDE OF THE PAGE CARRIES THE TEXT "INFORMATION CONSUMERS"™ AND THE BOX AT THE RIGHT SIDE
CARRIES THE TEXT "INFORMATION PRODUCERS." THIS GRAPHIC REPRESENTS THE TWO MAJOR SUBSETS
OF INDIVIDUALS BRIO'S PRODUCTS SERVE.

THE PAGE IS ROUGHLY DIVIDED INTO 4 QUADRANTS, EACH REPRESENTING DIFFERENT PRODUCTS THAT
MEET A SLIGHTLY DIFFERENT MIX OF NEEDS, AS EVINCED BY THEIR POSITIONING UNDER THE
"INFORMATION CONSUMERS"--"INFORMATION PRODUCERS" CONTINUUM. IN THE LOWER LEFT QUADRANT,
CLOSEST TO THE LEFT-HAND SIDE OF THE PAGE, LIES THE BRIO.QUICKVIEW ICON, ALONG WITH TWwO
DIFFERENT SCREEN SHOTS DEMONSTRATING THE PRODUCT THE SCREEN SHOTS ARE DIAGONAL FROM ONE
ANOTHER AND OVERLAP SLIGHTLY. THE ICON IS BELOW THEM AND TO THE LEFT. ABOVE AND TO THE
RIGHT IS THE FOLLOWING TEXT:

BRIO.QUICKVIEW BROWSER-BASED REPORT VIEWING AND REFRESH OF DATA VIEWS PROVIDES WEB
USERS TIMELY, FORMATTED REPORTS. BRIO'S EXECUTIVE INFORMATION SYSTEM INTERFACE LAUNCHES
OTHER APPLICATIONS AND PROVIDES ONE-TOUCH REPORT SELECTION.

ABOVE THE TEXT AND SLIGHTLY TO THE RIGHT ARE TWO MORE SCREEN SHOTS, THESE TAKEN FROM
BRIO ENTERPRISE SERVER, AGAIN DIAGONALLY PLACED AND SLIGHTLY OVERLAPPING. ABOVE THE
INTERSECTION OF THE SCREENS AND TO THE RIGHT LIES THE FOLLOWING TEXT:

BRIO ENTERPRISE SERVER BRIO ENTERPRISE SERVER BRIDGES INFORMATION PRODUCERS TO
INFORMATION CONSUMERS WITH "PUSH" AND "PULL" SERVER TECHNOLOGY. BRIO'S SERVER SOLUTIONS
ENABLES QUERY OVER THE WEB AND PUSHES INFORMATION TO INFORMATION CONSUMERS VIA CLIENT'S

SERVER CONNECTION, THE WEB, EMAIL, FILESERVERS, OR PRINTERS. BRIO ENTERPRISE SERVER

PROVIDES IT WITH "ZERO ADMINISTRATION" WEB-BASED CLIENTS, AND A FULL RANGE OF

CAPABILITIES FOR MANAGING USER PROFILES, SECURITY AND USAGE.

CENTERED ABOVE THE TEXT IS THE BRIO ENTERPRISE SERVER, INTERSECTING THE DOUBLE-SIDED
ARROW THAT SPREADS ACROSS THE TOP PORTION OF THE PAGE.



THE UPPER RIGHT QUADRANT HAS A SIMILAR ARRAY. THE BRIOQUERY ICON IS IN THE LOWER LEFT
CORNER OF THE ARRAY, WITH TWO SCREEN SHOTS LINKED DIAGONALLY ABOVE AND TO THE RIGHT. IN
THE UPPER RIGHT QUADRANT OF THE ARRAY LIES THE TEXT:

BRIOQUERY DESIGNER, EXPLORER AND NAVIGATOR WITH ONE INTUITIVE INTERFACE, BRIOQUERY
DELIVERS INTEGRATED QUERY, ANALYSIS AND REPORTING VIA EXISTING CLIENT/SERVER
ENVIRONMENTS. FOR IT DEPARTMENTS, BRIOQUERY PROVIDES DATABASE ADMINISTRATION

FUNCTIONALITY, SECURITY, AUDITING AND REPOSITORY SET-UP, INCLUDING THE ABILITY TO BUILD
DATA MODELS AND REPORTS TO BE SHARED ACROSS THE ORGANIZATION.

THE LOWER RIGHT QUADRANT IS A MIRROR IMAGE OF THE UPPER RIGHT QUADRANT. THE UPPER RIGHT
PORTION CONTAINS THE BRIO.INSIGHT ICON, THEN COME THE TWO INTERLOCKED DIAGONAL SCREENS,
THEN ON THE LOWER LEFT PORTION LIES THE TEXT:

BRIO.INSIGHT UTILIZING ADAPTIVE REPORTING TECHNOLOGY, BRIO'S WEB-CLIENT PRODUCT,
BRIO.INSIGHT ADAPTS ITS FUNCTIONALITY--REPORT BY REPORT--BASED ON SECURITY AND USER
PROFILES. USERS EXPERIENCE THE SAME QUERY, ANALYSIS AND REPORTING AS BRIOQUERY--BUT

BASED IN THE WEB BROWSER.

Prospectus Summary

The following summary should be read in conjunction with and is qualified in its entirety by the more
detailed information and Consolidated Financial Statements and Notes thereto appearing elsewhere in

this Prospectus.

The Company

Brio designs, develops, markets and supports software products that enable organizations to rapidly
implement enterprise business intelligence solutions. Brio provides a solution that is architected for the
enterprise, designed for business users, and engineered for IT departments. The Company's software
suite, consisting of server products and a range of Web, email, and client- server based software,
minimizes the user's dependence and corresponding impact on I'T departments by operating within
existing hardware and software infrastructures. These user-centric, cross-platform products provide
dynamic query, analysis, and reporting functionality in a distributed processing architecture. Brio's
strategy is to be a leading provider of enterprise business intelligence solutions by (i) extending its
technology leadership, (ii) broadening its distribution channels, (iii) expanding its product deployments
throughout the enterprise, (iv) leveraging its industry relationships, (v) increasing its international
presence and (vi) providing its customers with premium support and service. The Company principally
sells and markets its software and services through a direct sales and services organization located in
the United States, Canada, the United Kingdom, France and Australia as well as worldwide through its
indirect channel, including value added resellers, resellers and distributors. The Company's customers
currently include: ARCO, Avis Rent A Car Systems, California State University System, Comcast Cable
Communications, Hewlett-Packard, Hoffman LaRoche, IBM, Motorola, Sun Microsystems, the U.S.
Army and Worldcom Network Services.



The Offering

Common Stock offered ........cocevccueriuiunnes shares (including shares by the Company and shares by the
Selling Stockholders) Common Stock outstanding after the Offering....... shares(1) Use of
Proceeds.....eeeeiiererenesecnenns General corporate purposes, including working capital, capital
expenditures, and repayment of certain indebtedness. See "Use of Proceeds." Proposed Nasdaq
National Market symbol............ BRYO SUMMARY CONSOLIDATED FINANCIAL DATA (In

thousands)

NINE MONTHS ENDED

YEAR ENDED MARCH 31, DECEMBER 31,
1995 1996 1997 1996 1997
(UNAUDITED)

CONSOLIDATED STATEMENTS OF
OPERATIONS DATA:
Total revenues.........c.couunn. $3,512 $ 4,527 $13,386 $ 8,709 $18,560
Gross profit.................. 3,115 3,816 11,730 7,594 16,189
Operating expenses............ 3,445 7,045 17,720 11,063 22,703
Loss from operations.......... (330) (3,229) (5,990) (3,469) (6,514)
Net 10SS.evereeneennennnnnn (370) (3,196) (5,965) (3,426)  (6,740)

December 31, 1997 Actual as Adjusted(2)

CONSOLIDATED BALANCE SHEET DATA:

Cash and cash equivalents........uiiiiiiinnnnnnnnnnnnn. $ 1,472 $
Total current 8SSetS .. v v ittt ittt i teetneeneennnnn 9,254
Total current liabilities........c.oiiiiiiinnnnnnnnnn 11,324
Noncurrent liabilities.........oiiiiiiiiiiiinnnnnnnnnn 1,609
Stockholders' equity (deficit).......covueiiiinninnnnnnn (554)

(1) Based on the number of shares outstanding as of December 31, 1997. Excludes (i) 1,204,562 shares
issuable upon exercise of options outstanding as of December 31, 1997 with a weighted average
exercise price of $1.79 per share, (ii) 10,000 shares issuable upon exercise of an outstanding warrant as
of December 31, 1997 with an exercise price of $.60 per share (which warrant the Company expects
will be exercised immediately prior to completion of this Offering), (iii) 130,229 shares available for
issuance under the Company's 1992 Stock Option Plan, (iv) 2,250,000 shares reserved for issuance
upon exercise of options that may be granted under the newly adopted 1998 Stock Option Plan, (v)
300,000 shares reserved for issuance upon exercise of options that may be granted under the newly
adopted 1998 Directors' Stock Option Plan, and (vi) 500,000 shares reserved for issuance under the
newly adopted 1998 Employee Stock Purchase Plan. See "Management--Stock Plans" and Note 8 of
Notes to Consolidated Financial Statements. (2) As adjusted to reflect the sale of shares of Common
Stock offered by the Company hereby, at an assumed initial public offering price of § per share and
after deducting the estimated underwriting discount and estimated offering expenses, and receipt of

the net proceeds therefrom. See "Use of Proceeds" and "Capitalization."



The Company

Brio Technology, Inc. designs, develops, markets and supports software products that enable
organizations to rapidly implement enterprise business intelligence solutions. The Company's software
solution is a comprehensive client-server and Web-based suite of products designed to enable large
numbers of business professionals to access and analyze data in order to make faster and more

informed business decisions.

In today's increasingly competitive markets, organizations in virtually every industry are seeking to
improve the ability of business professionals to make timely, fact-based business decisions. To
accomplish this objective, organizations must establish and maintain an infrastructure that empowers
business professionals with analytical tools and information to improve their decision making. The
Company refers to this infrastructure as a business intelligence environment. Over the last decade,
many organizations have spent considerable effort and resources to collect, organize and distribute
data, but have been unable to fully empower business professionals with the benefits of a business

intelligence environment.

The Company believes there is a need for an approach to business intelligence modeled on the concept
of an "INFORMATION SUPPLY CHAIN" consisting of individuals who produce information, or
"INFORMATION PRODUCERS;," and individuals who consume and use information as part of their
daily business, or "INFORMATION CONSUMERS." The Company believes that an enterprise business
intelligence approach based on the concept of an information supply chain is the most effective way of

meeting the needs of users throughout an organization.

The Company's Brio Enterprise product suite and related services enable organizations to develop and
deploy enterprise business intelligence solutions that maximize the value of corporate data. The
Company provides an integrated solution that is architected for the enterprise, designed for
information consumers, and engineered for information producers. The Company's software suite
consists of its server products and a range of Web, email, and client- server based software. These user-
centric, cross-platform products provide dynamic query, analysis, and reporting functionality in a
distributed processing architecture. The Company's products are designed to be easily and quickly
implemented, to scale from departmental deployments to enterprise solutions, to minimize the
dependence and impact on IT departments, and to leverage existing hardware and software

investments.

Brio's strategy is to be a leading provider of enterprise business intelligence software solutions. The
Company plans to extend its technology leadership by devoting significant resources to research and
development and leveraging relationships with industry partners. The Company also intends to
broaden its distribution capabilities by expanding its indirect channel and growing its direct sales force
to focus on enterprise-wide deployments within large organizations. Additionally, Brio has formed
strategic relationships that provide enhanced integration with partner technology and increased
market exposure and sales opportunities. Brio also intends to increase its international presence and to

maintain a focus on quality customer service and support.



The Company principally sells and markets its software and services through a direct sales and services
organization located in the United States, Canada, the United Kingdom, France and Australia and
internationally through its indirect channel, including value-added resellers, resellers and distributors.
The Company's customers currently include: ARCO, Avis Rent A Car System, California State
University System, Comcast Cable Communications, Hewlett- Packard, Hoffman LaRoche, IBM,

Motorola, Sun Microsystems, the U.S. Army and Worldcom Network Services.

Brio was incorporated in California in 1989 and will be reincorporated in Delaware prior to the closing
of this Offering. The Company's principal executive offices are located at 3430 West Bayshore Road,
Palo Alto, CA 94303. Its telephone number at that location is (650) 856-8000.

Risk Factors

An investment in the shares of Common Stock offered hereby involves a high degree of risk. In
addition to the other information in this Prospectus, the following risk factors should be considered
carefully in evaluating an investment in the Common Stock offered by this Prospectus. When used in
this Prospectus, the words "expects,” "anticipates,’ "intends," "plans," "estimates" and similar expressions
are intended to identify forward looking statements. Such statements are subject to risks and
uncertainties that could cause actual results to differ materially from those projected. These risks and
uncertainties include, but are not limited to, those risks discussed below and elsewhere in this
Prospectus. Actual results could differ materially from those projected in the forward looking

statements as a result of the risk factors discussed below and elsewhere in this Prospectus.

HISTORY OF NET LOSSES; SUBSTANTIAL ACCUMULATED DEFICIT; UNCERTAIN FUTURE
PROFITABILITY. The Company incurred net losses of $370,000, $3.2 million, $6.0 million and $6.7
million in fiscal 1995, 1996, 1997 and for the nine months ended December 31, 1997, respectively. As
of December 31, 1997, the Company had an accumulated deficit of approximately $16.5 million. Given
the Company's history of net losses, there can be no assurance of revenue growth or profitability on a
quarterly or annual basis in the future. While the Company achieved significant quarter-to-quarter
revenue growth in fiscal 1997 and in the nine months ended December 31, 1997, the Company does
not expect to sustain the same rate of sequential quarterly revenue growth in future periods. In
addition, the Company intends to increase its operating expenses significantly in fiscal 1999; therefore,
the Company's operating results will be adversely affected if revenue does not increase. The Company's
prospects must be considered in light of the risks, expenses and difficulties frequently encountered by
companies in their early stage of development, particularly companies in rapidly evolving markets. To
address these risks, the Company must, among other things, successfully increase the scope of its
operations, respond to competitive developments, continue to attract, retain and motivate qualified
personnel and continue to commercialize products incorporating advanced technologies. There can be
no assurance that the Company will be successful in addressing such risks, and the failure to do so
would have a material adverse effect on the Company's business, operating results and financial
condition. See "Management's Discussion and Analysis of Financial Condition and Results of

Operations.”



FLUCTUATIONS IN QUARTERLY OPERATING RESULTS. The Company has experienced and
expects to continue to experience significant fluctuations in quarterly operating results based on a
number of factors, many of which are not within the Company's control. Among other things, the
Company's operating results have fluctuated in the past due to the timing of product enhancements
and new product announcements by the Company, the lengthy sales cycle of the Company's products,
market acceptance of and demand for the Company's products, capital spending patterns of the
Company's customers, customer order deferrals in anticipation of enhancements or new products
offered by the Company, the Company's ability to attract and retain key personnel, the mix of domestic
and international sales, personnel changes and changes in the timing and level of operating expenses.
The Company's results of operations may also fluctuate in the future due to a number of factors,
including but not limited to those discussed above as well as the number and significance of product
enhancements and new product announcements by the Company's competitors, changes in pricing
policies by the Company or its competitors, the ability of the Company to develop, introduce and
market new and enhanced versions of the Company's products on a timely basis, customer order
deferrals in anticipation of enhancements or new products offered by the Company's competitors,
nonrenewal of service agreements, software defects and other product quality problems, the mix of
direct and indirect sales, currency fluctuations, costs or damage awards associated with the current
Business Objects, S.A. litigation, and general economic conditions. The Company anticipates that an
increasing portion of its revenue could be derived from larger orders, in which case the timing of
receipt and fulfillment of any such orders could cause material fluctuations in the Company's operating
results, particularly on a quarterly basis. Furthermore, the Company has experienced, and expects to
continue to experience, seasonality due, among other things, to customer capital spending patterns and
the general summer slowdown in sales. Such seasonality could have a material adverse effect on the

Company's results of operations, particularly for the quarters ending June 30 or September 30.

In addition, the Company currently intends to commit substantial financial resources to research and
development, customer support and sales and marketing, including the expansion of its direct sales
force, third-party partnering relationships and its indirect channel sales organization, and expects that
expenses relating to its litigation with Business Objects, S.A. will increase in future periods. The
Company also expects to increase its staffing and systems infrastructure in order to support the
Company's expanding operations and to comply with the additional responsibilities of a public
company. To the extent such expenses are not subsequently followed by increased revenues, the
Company's business, operating results and financial condition could be materially adversely affected.
The timing of such expansion and the rate at which new sales people become productive could also

cause material fluctuations in the Company's quarterly operating results.

Due to the foregoing factors, quarterly revenue and operating results are difficult to forecast. Further,
the Company's expense levels are based in significant part on the Company's expectations as to future
revenue and are therefore relatively fixed in the short term. Additionally, the Company has in the past
and expects in the future to recognize the majority of its license revenue in the last month of each
quarter. If revenue levels fall below expectations, net income is likely to be disproportionately adversely

affected because a proportionately smaller amount of the Company's expenses varies with its revenue.



In light of the foregoing, in some future quarter the Company's reported or anticipated operating
results may fail to meet or exceed the expectations of securities analysts or investors. In such event, the
price of the Company's Common Stock would be materially adversely affected. See "Management's

Discussion and Analysis of Financial Condition and Results of Operations.”

DEPENDENCE ON DIRECT SALES FORCE. The Company has historically sold its products primarily
through its direct sales and services organization located in the United States, Canada, the United
Kingdom, France and Australia, and the Company intends to continue to invest significant resources to
expand its direct sales force. Revenues from direct sales were 91%, 93% and 88% of total revenues for
fiscal 1996, 1997 and the nine months ended December 31, 1997, respectively. Competition for
personnel with a sufficient level of expertise and experience for these positions is intense, particularly
among the Company's competitors who may have substantially greater resources than the Company or
greater resources dedicated to hiring such personnel. In addition, the Company has experienced
significant turnover of its sales force. Such turnover tends to slow sales efforts until replacement
personnel can be recruited and trained to become productive members of the Company's sales force.
There can be no assurance that the Company will be able to attract and retain adequate sales and
marketing personnel, despite the expenditure of significant resources to do so, and the failure to do so
could have a material adverse effect on the Company's business, operating results and financial

condition. See "--Dependence on Key Personnel and Hiring of Additional Personnel."

DEPENDENCE ON KEY PERSONNEL AND HIRING OF ADDITIONAL PERSONNEL. The
Company's success depends to a significant degree upon the continued contributions of its key
management, engineering, sales and marketing personnel, many of whom would be difficult to replace.
The Company has employment contracts with only three members of its executive management
personnel, and currently maintains "key person" life insurance only on Yorgen Edholm, the Company's
President and Chief Executive Officer, and Katherine Glassey, the Company's Executive Vice President,
Products and Services and Chief Technology Officer, respectively. The Company does not believe such
insurance would adequately compensate it for the loss of either Mr. Edholm or Ms. Glassey. The
Company believes its future success will also depend in large part upon its ability to attract and retain
highly skilled managerial, engineering, sales and marketing and finance personnel. Competition for
such personnel is intense, and there can be no assurance that the Company will be successful in
attracting and retaining such personnel. The Company has recently experienced difficulties in hiring
highly qualified sales and engineering personnel, and the Company believes that it may have greater
difficulty in attracting such personnel with equity incentives as a public company than it had while
privately held. For example, as a result of market forces, companies in the enterprise software industry
have historically experienced significant fluctuations in their market valuations. To the extent that the
Company's Common Stock trades at a premium relative to historical industry averages or to other
companies in the enterprise software industry, the Company may experience difficulty in attracting
qualified personnel. The loss of the services of any of the key personnel, the inability to attract or
retain qualified personnel in the future or delays in either hiring required personnel or the rate at
which new people become productive, particularly sales personnel and engineers, could have a material

adverse effect on the Company's business, operating results and financial condition. In addition,



companies in the enterprise software industry whose employees accept positions with competitive
companies frequently claim that their competitors have engaged in unfair hiring practices. The
Company has, from time to time, received such claims from other companies and there can be no
assurance that the Company will not receive additional claims in the future as it seeks to hire qualified
personnel or that such claims will not result in litigation involving the Company. The Company could
incur substantial costs in defending itself against any such claims, regardless of the merits of such

claims or lack thereof. See "Business--Employees" and "Management--Executive Officers and Directors."

LENGTHY PRODUCT SALES CYCLE. The purchase of the Company's products may require
significant, executive-level investment and systems architecture decisions by prospective customers.
Such transactions may be delayed during the customer acceptance process because the Company must
provide a significant level of education to prospective customers regarding the use and benefits of the
Company's products. The Company believes that most companies currently are not yet aware of the
benefits of enterprise-wide business intelligence solutions or of the Company's products and
capabilities, nor have such companies deployed business intelligence solutions on an enterprise-wide
basis. Accordingly, the sales cycle associated with the purchase of the Company's enterprise business
intelligence products is typically three to nine months in length and subject to a number of significant
risks over which the Company has little or no control, including customers' budgeting constraints and
internal acceptance review procedures. Further, to the extent that potential customers divert resources
and attention to issues associated with the year 2000 issue, the Company's sales cycle could be further

lengthened. See "--Year 2000 Compliance."

Additionally, the sales cycle for the Company's products in international markets has historically been,
and is expected to continue to be, longer than the sales cycle in the United States and Canada.
Accordingly, as the Company expands internationally, the average sales cycle for the Company's
products is expected to lengthen. Based in part upon, among other things, its lengthy sales cycle, the
Company believes that its quarterly revenues and operating results could vary significantly in the
future, and that excessive delay in product sales could have a material adverse effect on the Company's
business, operating results and financial condition. See "Management's Discussion and Analysis of
Financial Condition and Results of Operations" and "Business-- Sales and Marketing."

DEPENDENCE ON DEVELOPMENT OF INDIRECT SALES CHANNELS. To date, the Company has
sold its products principally through its direct sales and services organizations and, to a lesser extent,
through value-added resellers ("VARs"), resellers and distributors (collectively referred to as the
Company's "Indirect Channel"). Revenues from the Company's Indirect Channel were 9%, 7% and 12%
of total revenues for fiscal 1996, 1997 and for the nine months ended December 31, 1997, respectively.
The Company's ability to achieve revenue growth and improved operating margins on product sales, as
well as increased worldwide sales, in the future will depend in large part upon its success in expanding
and maintaining the Indirect Channel worldwide. Although the Company is currently investing and
plans to continue to invest significant resources to develop the Indirect Channel, there can be no
assurance that the Company will be able to continue to attract and retain additional companies in the
Indirect Channel that will be able to market the Company's products effectively and will be qualified to

provide timely and cost-effective customer support and services. There also can be no assurance that



the Company will be able to manage conflicts within the Indirect Channel or that the Company's focus
on increasing sales through the Indirect Channel will not divert management resources and attention
from direct sales. In addition, the Company's agreements with companies in the Indirect Channel do
not restrict such companies from distributing competing products, and in many cases may be
terminated by either party without cause. There can be no assurance that the Company will be able to
successfully expand its Indirect Channel or that any such expansion will result in an increase in
revenues, and failure to do so could have a material adverse effect on the Company's business,

operating results and financial condition. See "Business--Brio Strategy" and "--Sales and Marketing."

COMPETITION. The market in which the Company operates is intensely competitive, highly
fragmented and characterized by rapidly changing technology and evolving standards. The Company's
current and potential competitors offer a variety of software solutions and generally fall within four
categories: (i) vendors of business intelligence software such as Cognos, Business Objects, S.A., Seagate,
and Andyne; (ii) vendors offering alternative approaches to delivering analysis capabilities to users,
such as MicroStrategy; (iii) database vendors that offer products which operate specifically with their
proprietary database, such as Microsoft, IBM, Oracle or Arbor; and (iv) other companies that may in
the future announce offerings of enterprise business intelligence solutions. The Company has
experienced and expects to continue to experience increased competition from current and potential
competitors, many of whom have significantly greater financial, technical, marketing and other
resources than the Company. Such competitors may be able to respond more quickly to new or
emerging technologies and changes in customer requirements or devote greater resources to the
development, promotion and sales of their products than the Company. The Company expects
additional competition as other established and emerging companies enter into the business
intelligence software market and new products and technologies are introduced. Increased competition
could result in price reductions, fewer customer orders, reduced gross margins, longer sales cycles and
loss of market share, any of which could have a material adverse effect on the Company's business,
operating results and financial condition. Current and potential competitors may make strategic
acquisitions or establish cooperative relationships among themselves or with third parties, thereby
increasing the ability of their products to address the needs of the Company's prospective customers.
The Company's current or future indirect channel partners may establish cooperative relationships
with current or potential competitors of the Company, thereby limiting the Company's ability to sell its
products through particular distribution channels. Accordingly, it is possible that new competitors or
alliances among current and new competitors may emerge and rapidly gain significant market share.
Such competition could have a material adverse effect on the Company's ability to obtain new licenses,
and maintenance and support renewals for existing licenses, on terms favorable to the Company.
Further, competitive pressures may require the Company to reduce the price of its products, which
could have a material adverse effect on the Company's business, operating results and financial
condition. There can be no assurance that the Company will be able to compete successfully against
current and future competitors, and the failure to do so could have a material adverse effect on the
Company's business, operating results and financial condition. The Company competes on the basis of
certain factors, including product features, time to market, ease of use, product performance, product

quality, analytical capabilities, user scalability, open architecture, customer support and price. The



Company believes it presently competes favorably with respect to each of these factors. However, the
Company's market is still evolving and there can be no assurance that the Company will be able to
compete successfully against current and future competitors, and the failure to do so successfully could

have a material adverse effect on the Company's business, operating results and financial condition.

LITIGATION WITH BUSINESS OBJECTS, S.A. On January 20, 1997, Business Objects, S.A. filed a
complaint (the "Complaint") against the Company in the U.S. District Court for the Northern District
of California in San Jose, California alleging that certain of the Company's products (including at least
the BrioQuery Navigator, BrioQuery Explorer and BrioQuery Designer products) infringe at least
claims 1, 2 and 4 of U.S. Patent No. 5,555,403. In April 1997, the Company filed an answer and
affirmative defenses to the Complaint, denying certain of the allegations in the Complaint and
asserting a counterclaim requesting declaratory relief that the Company is not infringing the patent
and that the patent is invalid and unenforceable. In December 1997, venue for the case was changed to
the Northern District of California in San Francisco, California. The Company believes that it has
meritorious defenses to the claims made in the Complaint on both invalidity and non-infringement
grounds, and intends to defend the suit vigorously. Business Objects, S.A. contends that there was no
prior software or other prior art which allowed users to associate a familiar name with a query or which
permitted retrieved values to be semantically dynamic. The Company has contended that, if the patent
were construed to cover the Company's current products, the patent would then also cover prior art
products, rendering the patent invalid. Business Objects, S.A. contends that there are material
differences between those prior art products and the Company's current products. Business Objects,
S.A. also contends that the patent is valid because it has been commercially successful and widely
copied in the industry. The Company disputes these contentions. The Company and Business Objects,
S.A. are currently conducting discovery and are awaiting a date for the claims construction hearing.
The pending litigation could result in substantial expense to the Company and significant diversion of
effort by the Company's technical and management personnel. The Complaint seeks injunctive relief
and unspecified monetary damages, and Business Objects, S.A. is expected to seek lost profits and/or
equivalent royalties. The Complaint also alleges willful infringement, and seeks treble damages, costs
and attorneys' fees. Litigation is subject to inherent uncertainties, especially in cases such as this where
complex technical issues must be decided. The Company's defense of this litigation, regardless of the
merits of the Complaint or lack thereof, could be time- consuming or costly, or divert the attention of
technical and management personnel, which could have a material adverse effect upon the Company's
business, operating results and financial condition. There can be no assurance that the Company will
prevail in the litigation given the complex technical issues and inherent uncertainties in patent
litigation, particularly before the claims have been construed by the Court. In the event the Company is
unsuccessful in the litigation, the Company may be required to pay damages to Business Objects, S.A.
and could be prohibited from marketing certain of its products without a license, which license may
not be available on acceptable terms. If the Company is unable to obtain such a license, the Company
may be required to license a substitute technology or redesign to avoid infringement, in which case the
Company's business, operating results and financial condition could be materially adversely affected.

See "Business--Proprietary Rights" and "--Legal Proceedings."



MANAGEMENT OF OPERATIONS; NEW MANAGEMENT TEAM. The Company's recent growth
and expansion of operations has placed, and is expected to continue to place, a significant strain on its
managerial, operational and financial resources. To manage its potential growth, the Company must
continue to implement and improve its operational and financial systems and to expand, train and
manage its employee base. Over half of the Company's executive management have joined the
Company within approximately the last eighteen months, including the Company's Chief Financial
Officer, Executive Vice President, Marketing and Executive Vice President, Worldwide Operations. See
"Management--Executive Officers and Directors." These individuals have not previously worked
together for substantial lengths of time and are in the process of integrating as a management team,
and certain of such individuals do not have significant prior experience in public company executive
management. There can be no assurance that the Company will be able to effectively manage the
expansion of its operations, that the Company's systems, procedures or controls will be adequate to
support the Company's operations or that Company management will be able to achieve the rapid
execution necessary to fully exploit the market opportunity for the Company's products and services.
Any inability to manage growth, if any, could have a material adverse effect on the Company's business,
operating results and financial condition. See "Management's Discussion and Analysis of Financial

Condition and Results of Operations."

RISKS ASSOCIATED WITH INTERNATIONAL EXPANSION. Sales to customers outside of the
United States and Canada, including sales generated by the Company's foreign subsidiaries,
represented 9%, 14% and 19% of total revenues for fiscal 1996, 1997 and the nine months ended
December 31, 1997, respectively. The Company has direct sales offices in the United Kingdom, France
and Australia, and has established distribution relationships in more than 20 countries, including
Belgium, Italy, Japan, The Netherlands and South Africa. The Company has, to date, localized its
products in French, Italian and Japanese. A key component of the Company's strategy is its planned
expansion into additional international markets. To facilitate this international expansion, the
Company anticipates localizing its products for additional foreign markets in the future. If the
international revenues generated by these expanded operations are not adequate to offset the expense
of establishing and maintaining these foreign operations, the Company's business, operating results
and financial condition could be materially adversely affected. To date, the Company has only limited
experience in developing localized versions of its products and marketing and distributing its products
internationally. There can be no assurance that the Company will be able to successfully localize,
market, sell and deliver its products in these markets, and failure to do so could have a material adverse

effect on the Company's business, operating results and financial condition.

In addition to the uncertainty as to the Company's ability to expand its international presence, there
are certain risks inherent in doing business on an international level, such as increased difficulty in
controlling operating expenses, unexpected changes in regulatory requirements, tariffs and other trade
barriers, difficulties in staffing and managing foreign operations, longer payment cycles, problems in
collecting accounts receivable, political instability, fluctuations in currency exchange rates, seasonal
reductions in business activity during the summer months in Europe and certain other parts of the

world and potentially adverse tax consequences, which could adversely impact the success of the



Company's international operations. In particular, the Company's international sales are generally
denominated and collected in foreign currencies, and the Company has not historically undertaken
foreign exchange hedging transactions to cover its potential foreign currency exposure. In the quarter
ended December 31, 1997, the Company incurred losses on foreign currency translations resulting
from intercompany receivables from its foreign subsidiaries in an amount of approximately $105,000.
There can be no assurance that one or more of such factors will not have a material adverse effect on
the Company's future international operations and, consequently, on the Company's business,

operating results and financial condition.

DEPENDENCE UPON PRODUCT DEVELOPMENT; RAPID TECHNOLOGICAL CHANGE AND
EVOLVING INDUSTRY STANDARDS. The Company's success will depend upon its ability to develop
new products that meet changing customer requirements. The market for the Company's products is
characterized by rapidly changing technology, evolving industry standards and customer requirements,
emerging competition and frequent new product introductions. The Company's products incorporate a
number of advanced technologies, including a proprietary data analysis engine, a distributed
architecture, as well as Web access and delivery technology. As a result, the Company may be required
to change and improve its products in response to changes in operating systems, applications,
networking and connectivity software, computer and communications hardware, programming tools
and computer language technology. Such changes and improvements are dependent, in part, on the
Company's ability to hire and retain highly qualified engineering personnel. See "--Dependence on Key
Personnel and Hiring of Additional Personnel." In addition, the Company attempts to establish and
maintain partner alliances with influential companies in a variety of core technology areas. The loss of
a partner alliance, or the failure to establish additional partner alliances with leading companies in
particular technology areas, could have a material adverse effect on the Company's business, operating
results and financial condition. There can be no assurance that the Company can successfully respond
to changing technology, identify new product opportunities or develop and bring new products to
market in a timely and cost- effective manner. The Company has in the past experienced delays in
software development and there can be no assurance that the Company will not experience delays in
connection with its current or future product development activities. In particular, development efforts
in the UNIX server environment are complex, and the Company in the past has encountered delays in
developing products for this environment. Delays and difficulties associated with new product
introductions or product enhancements could have a material adverse effect on the Company's
business, operating results and financial condition. Failure of the Company, for technological or other
reasons, to develop and introduce new products and product enhancements on a timely basis that are
compatible with industry standards and that satisfy customer requirements would have a material

adverse effect on the Company's business, operating results and financial condition.

In addition, the Company or its competitors may announce enhancements to existing products, or new
products embodying new technologies, industry standards or customer requirements that have the
potential to supplant or provide lower cost alternatives to the Company's existing products. The
introduction of such enhancements or new products could render the Company's existing products

obsolete and unmarketable. There can be no assurance that the announcement or introduction of new



products by the Company or its competitors or any change in industry standards will not cause
customers to defer or cancel purchases of existing products, which could have a material adverse effect
on the Company's business, operating results and financial condition. Furthermore, introduction by the
Company of products with reliability, quality or compatibility problems could result in reduced orders,
delays in collecting accounts receivable and additional service costs. The failure to introduce a new
product or product enhancement on a timely basis could delay or hinder market acceptance. Any such
event could have a material adverse effect on the Company's business, operating results and financial

condition. See "Business--Products and Technology."

DEPENDENCE ON EMERGING MARKET FOR ENTERPRISE BUSINESS INTELLIGENCE; NO
ASSURANCE OF MARKET ACCEPTANCE OF ENTERPRISE BUSINESS INTELLIGENCE
PRODUCTS. The Company is focusing its selling efforts increasingly on larger, enterprise-wide
implementations of its products, and the Company expects such sales to constitute an increasing
portion of the Company's future revenue growth, if any. To date, the Company's selling efforts have
resulted in limited enterprise-wide implementations of the Company's products. The Company
believes that most companies currently are not yet aware of the benefits of enterprise-wide business
intelligence solutions or of the Company's products and capabilities, nor have such companies
deployed business intelligence solutions on an enterprise-wide basis. While the Company has devoted
significant resources to promoting market awareness of its products and the problems such products
address (including training of its sales force to promote enterprise business intelligence and
demonstrating the enterprise-wide business intelligence capabilities of Brio Enterprise at industry
conferences and trade shows, the costs of which the Company views as a normal part of its new
product sales and marketing activity), no assurance can be given that these efforts will be sufficient to
build market awareness of the need for enterprise business intelligence or acceptance of the Company's
products. Failure of a significant market for enterprise business intelligence products to develop, or
failure of enterprise-wide implementations of the Company's products to achieve broad market
acceptance, would have a material adverse effect on the Company's business, operating results and

financial condition.

YEAR 2000 COMPLIANCE. Many existing computer systems and applications, and other control
devices, use only two digits to identify a year in the date field, without considering the impact of the
upcoming change in the century. As a result, such systems and applications could fail or create
erroneous results unless corrected so that they can process data related to the year 2000 and beyond.
The Company relies on its systems, applications and devices in operating and monitoring all major
aspects of its business, including financial systems (such as general ledger, accounts payable and
payroll), customer services, infrastructure, networks and telecommunications equipment. The
Company also relies, directly and indirectly, on external systems of business enterprises such as
customers, suppliers, creditors, financial organizations, and governmental entities, both domestic and
international, for accurate exchange of data. The Company's current estimate is that the costs
associated with the year 2000 issue, and the consequences of incomplete or untimely resolution of the
year 2000 issue, will not have a material adverse effect on the results of operations or financial position
of the Company in any given year. However, despite the Company's efforts to address the year 2000



impact on its internal systems, the Company has not fully identified such impact or whether it can
resolve it without disruption of its business and without incurring significant expense. In addition,
even if the internal systems of the Company are not materially affected by the year 2000 issue, the
Company could be affected through disruption in the operation of the enterprises with which the
Company interacts. Furthermore, although the Company's products comply with such year 2000
requirements, the Company believes that the purchasing patterns of customers and potential
customers may be affected by year 2000 issues as companies expend significant resources to correct or
patch their current software systems to comply with year 2000 requirements. These expenditures may
result in reduced funds available to purchase software products such as those offered by the Company,
which could have a material adverse effect on the Company's business, operating results and financial

condition. See "--Lengthy Product Sales Cycle."

RISKS OF PRODUCT DEFECTS; PRODUCT LIABILITY. As a result of their complexity, the
Company's software products may contain undetected errors, failures or viruses. Despite testing by the
Company and use by current and potential customers when new products are first introduced or new
enhancements are released, there can be no assurance that errors will not be found in new products or
enhancements after commencement of commercial shipments. Although the Company has not
experienced material adverse effects resulting from any such defects and errors to date, there can be no
assurance that defects and errors will not be found in new products or enhancements after
commencement of commercial shipments, resulting in loss of revenues, delay in market acceptance or
damage to the Company's reputation, which could have a material adverse effect upon the Company's
business, operating results and financial condition. Further, the Company's license agreements with its
customers typically contain provisions designed to limit the Company's exposure for potential claims
based on errors or malfunctions of its products. It is possible, however, that the limitation of liability
provisions contained in the Company's license agreements may not be effective under the laws of
certain jurisdictions. Although the Company has not experienced any product liability claims to date,
the sale and support of the Company's products entails the risk of such claims. Although the Company
carries insurance against product liability risks, there can be no assurance that such insurance would be
adequate to cover a potential claim. A product liability claim brought against the Company could have a

material adverse effect on the Company's business, operating results and financial condition.

LIMITED PROTECTION OF PROPRIETARY RIGHTS. The Company currently relies primarily on a
combination of copyright and trademark laws, trade secrets, confidentiality procedures and contractual
provisions to protect its proprietary rights. The Company also believes that factors such as the
technological and creative skills of its personnel, new product developments, frequent product
enhancements, name recognition and reliable product maintenance are essential to establishing and
maintaining a technology leadership position. The Company seeks to protect its software,
documentation and other written materials under trade secret and copyright laws, which afford only
limited protection. The Company currently has one United States patent application. There can be no
assurance that the Company's patent application will result in the issuance of a patent, or if issued, will
not be invalidated, circumvented or challenged, or that the rights granted thereunder, if any, will

provide competitive advantages to the Company or that any of the Company's future patent



applications, if any, will be issued with the scope of the claims sought by the Company, if at all.
Furthermore, there can be no assurance that others will not develop technologies that are similar or
superior to the Company's technology or design around any patent that may come to be owned by the
Company. Despite the Company's efforts to protect its proprietary rights, unauthorized parties may
attempt to copy aspects of the Company's products or to obtain and use information that the Company
regards as proprietary. Policing unauthorized use of the Company's products is difficult, and while the
Company is unable to determine the extent to which piracy of its software products exists, software
piracy can be expected to be a persistent problem. In addition, the laws of some foreign countries do
not protect the Company's proprietary rights as fully as do the laws of the United States. There can be
no assurance that the Company's means of protecting its proprietary rights in the United States or
abroad will be adequate or that competitors will not independently develop similar technology. The
Company has entered into source code escrow agreements with a number of its customers and indirect
channel partners requiring release of source code under certain conditions. Such agreements provide
that such parties will have a limited, non-exclusive right to use such code in the event that there is a
bankruptcy proceeding by or against the Company, if the Company ceases to do business or, in some
cases, if the Company fails to meet its contractual obligations. The provision of source code escrows
may increase the likelihood of misappropriation by third parties. The Company expects that software
product developers will increasingly be subject to infringement claims as the number of products and
competitors in the Company's industry segment grows and the functionality of products in different
industry segments overlaps. Any such claims, with or without merit, could be time consuming to
defend, result in costly litigation, divert management's attention and resources, cause product shipment
delays or require the Company to enter into royalty or licensing agreements. Such royalty or licensing
agreements, if required, may not be available on terms acceptable to the Company, if at all. In the event
of a successful claim of product infringement against the Company and failure or inability of the
Company to license the infringed or similar technology, the Company's business, operating results and
financial condition would be materially adversely affected. Currently, the Company is engaged in
litigation with Business Objects, S.A. concerning the alleged infringement by the Company of a U.S.
patent held by Business Objects, S.A. See "-- Litigation with Business Objects, S.A." and "Business--
Legal Proceedings."

Finally, in the future the Company may rely upon certain software that it may license from third
parties, including software that may be integrated with the Company's internally developed software
and used in the Company's products to perform key functions. There can be no assurance that these
third-party software licenses will be available to the Company on commercially reasonable terms. The
inability to obtain or maintain any such software licenses could result in shipment delays or reductions
until equivalent software could be developed, identified, licensed and integrated, which could have a

material adverse effect on the Company's business, operating results and financial condition.

NO PRIOR MARKET FOR COMMON STOCK; POSSIBLE VOLATILITY OF STOCK PRICE. Prior to
this Offering, there has been no public market for the Company's Common Stock, and there can be no
assurance that an active public market will develop or be sustained after this Offering. The initial public

offering price will be determined by negotiations between the Company, the Selling Stockholders and



the representatives of the Underwriters based on several factors and may not be indicative of the
market price of the Common Stock after this Offering. The market price of the shares of the
Company's Common Stock is likely to be highly volatile and may be significantly affected by factors
such as actual or anticipated fluctuations in the Company's operating results, announcement of
business partnerships, technological innovations or new product introductions by the Company or its
competitors, changes of estimates of the Company's future operating results by securities analysts,
developments with respect to copyrights or proprietary rights, general market conditions and other
factors. In addition, the stock market has from time to time experienced significant price and volume
fluctuations that have particularly affected the market prices of equity securities of many technology
companies. Broad market fluctuations, as well as economic conditions generally and in the software
industry specifically, may result in material adverse effects on the market price of the Company's
Common Stock. There can be no assurance that the market price for the Company's Common Stock
will not decline below the initial public offering price. In the past, following periods of volatility in the
market price of a particular company's securities, securities class action litigation has often been
brought against that company. There can be no assurance that such litigation will not occur in the
future with respect to the Company. Such litigation could result in substantial costs and a diversion of
management's attention and resources, which could have a material adverse effect upon the Company's
business, operating results and financial condition. These broad market fluctuations may adversely

effect the market price of the Company's Common Stock. See "Underwriting."

IMMEDIATE AND SUBSTANTIAL DILUTION. Purchasers of the Common Stock offered hereby will
suffer an immediate and substantial dilution of § per share in the net tangible book value of the
Common Stock from the assumed initial public offering price. To the extent outstanding options to

purchase the Company's Common Stock are exercised, there will be further dilution. See "Dilution."

SHARES ELIGIBLE FOR FUTURE SALE. Sales of a substantial number of shares of Common Stock in
the public market following this Offering could adversely affect the market price for the Company's
Common Stock. The number of shares of Common Stock available for sale in the public market is
limited by restrictions under the Securities Act of 1933, as amended (the "Securities Act"), and lock- up
agreements under which the holders of such shares have agreed not to sell or otherwise dispose of any
of their shares for a period of 180 days after the date of this Prospectus without the prior written
consent of Deutsche Morgan Grenfell Inc., subject to certain limited exceptions. However, Deutsche
Morgan Grenfell Inc. may, in its sole discretion and at any time without notice, release all or any
portion of the securities subject to lock-up agreements. Deutsche Morgan Grenfell Inc. currently has no
plans to release any portion of the securities subject to lock-up agreements. When determining whether
or not to release shares from the lock-up agreements, Deutsche Morgan Grenfell Inc. will consider,
among other factors, the stockholder's reasons for requesting the release, the number of shares for
which the release is being requested and market conditions at the time. As a result of these restrictions,
based on shares outstanding and options granted as of December 31, 1997, the following shares of
Common Stock will be eligible for future sale. On the date of this Prospectus, (i) shares will be eligible
for immediate sale, (ii) shares will be eligible for sale 90 days after the date of this Prospectus, and (iii)

shares will be eligible for sale upon expiration of lock-up agreements 180 days after the date of this



Prospectus. In addition, the Company intends to file a registration statement on Form S-8 with the
Securities and Exchange Commission (the "Commission") shortly after the date of this Prospectus
covering approximately shares of Common Stock subject to outstanding options or reserved for
issuance under the Company's stock plans. See "Management--Stock Plans." Following this Offering
and expiration of the lock-up agreements, the holders of shares will have certain rights to require the
Company to register those shares under the Securities Act. If such holders, by exercising their demand
registration rights, cause a large number of shares to be registered and sold in the public market, such
sales could have an adverse effect on the market price for the Company's Common Stock. If the
Company were required to include in a Company- initiated registration shares held by such holders
pursuant to the exercise of their piggyback registration rights, such sales may have an adverse effect on
the Company's ability to raise needed capital. See "Description of Capital Stock," "Underwriting" and
"Shares Eligible for Future Sale."

CONTROL BY EXISTING STOCKHOLDERS. Upon consummation of this Offering (based on shares
outstanding as of December 31, 1997), the Company's executive officers and directors, together with
entities affiliated with such individuals, will beneficially own approximately % of the Company's
Common Stock (approximately % if the Underwriters' over-allotment option is exercised in full). In
particular, Yorgen Edholm, the Company's President and Chief Executive Officer and a director of the
Company, and his spouse Katherine Glassey, the Company's Executive Vice President, Products and
Services and Chief Technology Officer and a director of the Company, will beneficially own
approximately % of the Company's Common Stock (approximately % if the Underwriters' over-
allotment option is exercised in full). Accordingly, these stockholders may, as a practical matter,
continue to be able to control the election of a majority of the Company's directors and the
determination of all corporate actions after this Offering. This concentration of ownership could have
the effect of delaying or preventing a change in control of the Company. See "Management" and

"Principal and Selling Stockholders."

ANTI-TAKEOVER PROVISIONS. Certain provisions of the Company's charter documents, including
provisions relating to a classified board of directors and provisions eliminating cumulative voting,
eliminating the ability of stockholders to take actions by written consent and limiting the ability of
stockholders to raise matters at a meeting of stockholders without giving advance notice, may have the
effect of delaying or preventing a change in control or management of the Company, which could have
an adverse effect on the market price of the Company's Common Stock. In addition, the Board of
Directors has authority to issue up to 2,000,000 shares of Preferred Stock and to fix the rights,
preferences, privileges and restrictions, including voting rights, of these shares without any further
vote or action by the stockholders. The rights of the holders of the Common Stock will be subject to,
and may be adversely affected by, the rights of the holders of any Preferred Stock that may be issued in
the future. The issuance of Preferred Stock, while providing desirable flexibility in connection with
possible acquisitions and other corporate purposes, could have the effect of making it more difficult for
a third party to acquire a majority of the outstanding voting stock of the Company, thereby delaying,
deferring or preventing a change in control of the Company. Furthermore, such Preferred Stock may

have other rights, including economic rights senior to the Common Stock, and as a result, the issuance



of such Preferred Stock could have a material adverse effect on the market value of the Common Stock.
The Company has no present plan to issue shares of Preferred Stock. Further, Section 203 of the
General Corporation Law of the State of Delaware (as amended from time to time, the "DGCL"), which
is applicable to the Company, prohibits certain business combinations with certain stockholders for a
period of three years after they acquire 15% or more of the outstanding voting stock of a corporation.
See "Description of Capital Stock."

BROAD MANAGEMENT DISCRETION IN USE OF PROCEEDS. The Company currently has no
specific plan for using substantially all of the proceeds of this Offering. As a consequence, the Company
will have the discretion to allocate a large percentage of such proceeds to uses which the stockholders
may not deem desirable, and there can be no assurance that the proceeds can or will yield a significant

return. See "Use of Proceeds."

Use of Proceeds

The net proceeds to the Company from the sale of the shares of Common Stock being offered by the
Company hereby at an assumed public offering price of § per share are estimated to be § (§ if the
Underwriters' over-allotment option is exercised in full). The principal purpose of this Offering is to
obtain additional working capital. The Company expects to use the net proceeds of this Offering for
general corporate purposes, capital expenditures, working capital, and acquisitions of companies
and/or technology, although there are no current agreements or negotiations with respect to any such
transactions. In addition, the Company intends to use a portion of the net proceeds of this Offering to
repay approximately $3.4 million of debt that has a maturity date of December 31, 1999 and bears
interest at the lender's prime rate. Pending such uses, the Company intends to invest the net proceeds

from this Offering in interest-bearing, investment grade securities.

Dividend Policy

The Company has never declared or paid cash dividends on its capital stock. The Company currently
intends to retain all available funds and any future earnings for use in the operation of its business and
does not anticipate paying any cash dividends in the foreseeable future. In addition, the terms of the

Company's primary credit facility prohibit the paying of dividends without the lender's consent.

Capitalization

The following table sets forth as of December 31, 1997 (i) the actual capitalization of the Company, (ii)
the pro forma capitalization of the Company giving effect to the conversion of the outstanding shares
of Preferred Stock into shares of Common Stock upon the closing of this Offering, and (iii) the pro
forma capitalization of the Company as adjusted to give effect to the sale of the shares of Common

Stock offered hereby at an assumed initial public offering price of per share and after deducting the



estimated underwriting discount and offering expenses. This table should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations" and the

Consolidated Financial Statements and Notes thereto appearing elsewhere in this Prospectus.
DECEMBER 31, 1997 PRO FORMA ACTUAL PRO FORMA AS ADJUSTED (IN THOUSANDS)

Current portion of long-term debt(1)........... $ 3,140 $ 3,140
Long-term debt, less current portion(1)........ 250 250
Stockholders' equity (deficit):
Preferred Stock, par value $0.001 per share;
5,625,000 shares authorized, 5,466,172
shares outstanding actual; 2,000,000 shares
authorized pro forma and as adjusted; no
shares outstanding pro forma and as
adjusted. ... e e 15,655 --
Common Stock, par value $0.001 per share;
38,250,000 shares authorized; 5,745,000
shares outstanding actual, 11,211,172 shares

outstanding pro forma and shares
outstanding pro forma as adjusted(2)........ 1,134 16,789
Additional paid-in capital............c.c..... -- --
Notes receivable from shareholders........... (292) (292)
Deferred compensation...........ccouviuenenenn. (504) (504)
Cumulative translation adjustment............ (10) (10)
Accumulated deficit.......couuunnnnnn... (16,537) (16,537)
Total stockholders' equity (deficit)....... (554) (554)
Total capitalization............ccouun... $ 2,836 $ 2,836

(1) See Note 6 of Notes to Consolidated Financial Statements. (2) Based on the number of shares
outstanding as of December 31, 1997. Excludes (i) 1,204,562 shares issuable upon exercise of options
outstanding as of December 31, 1997 with a weighted average exercise price of $1.79 per share, (ii)
10,000 shares issuable upon exercise of an outstanding warrant as of December 31, 1997 with an
exercise price of $0.60 per share (which warrant the Company expects will be exercised immediately
prior to completion of this Offering), (iii) 130,229 shares available for issuance under the Company's
1992 Stock Option Plan, (iv) 2,250,000 shares reserved for issuance upon exercise of options that may
be granted under the newly adopted 1998 Stock Option Plan, (v) 300,000 shares reserved for issuance
upon exercise of options that may be granted under the newly adopted 1998 Directors' Stock Option
Plan, and (vi) 500,000 shares reserved for issuance under the newly adopted 1998 Employee Stock
Purchase Plan. See "Management--Stock Plans" and Note 8 of Notes to Consolidated Financial

Statements.

Dilution

The pro forma net tangible book value of the Company as of December 31, 1997 was approximately
$(608,000) or $(.05) per share of Common Stock. Net tangible book value per share represents the
amount of total tangible assets of the Company reduced by the amount of its total liabilities and
divided by the total number of shares of Common Stock outstanding. After giving effect to the sale by
the Company of the shares of Common Stock offered hereby at an assumed initial public offering price
of § per share (after deducting the estimated underwriting discount and estimated offering expenses),

the adjusted pro forma net tangible book value of the Company as of December 31, 1997 would have



been $ or $ per share of Common Stock. This represents an immediate increase in net tangible book
value of $ per share to existing stockholders and an immediate dilution in net tangible book value of $

per share to new investors. The following table illustrates this per share dilution:

Assumed initial public offering price per share................. $ Pro forma net tangible book value per share
as of December 31, 1997.....ueeeeeeeeeeeeeeeeee e $(.05) Increase per share attributable to new
INVeStors.....cceue.. Adjusted pro forma net tangible book value per share after this
Offering.....cccvcerimnnivesereininnininiesensnssisesesens Dilution per share to new investorsS.......coeeueurereesenens $ The
following table summarizes on a pro forma basis, as of December 31, 1997, the differences between the
existing stockholders and new investors with respect to the number of shares of Common Stock

purchased from the Company, the total consideration paid to the Company and the average price per

share paid.
SHARES PURCHASED  TOTAL CONSIDERATION  AVERAGE
—————————————————————————————————————— PRICE
NUMBER  PERCENT AMOUNT ~ PERCENT  PER SHARE
Existing stockholders(1l)....... % $ % $
New investors..................
Totals. .o 100.0% $ 100.0%

(1) Sales by the Selling Stockholders will reduce the number of shares of Common Stock held by
existing stockholders to or % (or or % if the Underwriters' over-allotment option is exercised in full)
and will increase the number of shares of Common Stock held by new investors to or % (or or % if the

Underwriters' over-allotment option is exercised in full). See "Principal and Selling Stockholders."

The information presented with respect to existing stockholders assumes no exercise of a warrant to
purchase 10,000 shares that was outstanding on December 31, 1997 with an exercise price of $0.60
per share (which warrant the Company expects will be exercised immediately prior to completion of
this Offering) and no exercise of outstanding options under the 1992 Stock Option Plan. As of
December 31, 1997, options to purchase 1,204,562 shares were outstanding under the Company's
1992 Stock Option Plan with a weighted average price of $1.79 per share and 130,229 additional
shares are available for issuance. In addition, the information presented excludes 2,250,000 shares
reserved for issuance upon exercise of options that may be granted subsequent to December 31, 1997
under the newly adopted 1998 Stock Option Plan, 300,000 shares reserved for issuance upon exercise
of options that may be granted subsequent to December 31, 1997 under the newly adopted 1998
Directors' Stock Option Plan and 500,000 shares reserved for issuance subsequent to December 31,
1997 under the newly adopted 1998 Employee Stock Purchase Plan. The issuance of Common Stock
under these plans and warrant will result in further dilution to new investors. See "Management--Stock

Plans" and Note 8 of Notes to Consolidated Financial Statements.

Selected Consolidated Financial Data

The selected consolidated financial data set forth below should be read in conjunction with
"Management's Discussion and Analysis of Financial Condition and Results of Operations," the

consolidated financial statements and the notes thereto and the other information contained in this



Prospectus. The selected consolidated statements of operations data for the years ended March 31,
1995, 1996 and 1997 and the nine months ended December 31, 1997, and the selected consolidated
balance sheet data as of March 31, 1996 and 1997 and December 31, 1997, are derived from, and are
qualified by reference to, the audited consolidated financial statements of the Company appearing
elsewhere in this Prospectus. The consolidated balance sheet data as of March 31, 1995, are derived
from audited consolidated financial statements of the Company not included herein. The selected
consolidated statement of operations data for the years ended March 31, 1993 and 1994 and for the
nine months ended December 31, 1996 and the selected consolidated balance sheet data as of March
31,1993 and 1994 are derived from unaudited consolidated financial statements of the Company not
included in this Prospectus which have been prepared by the Company on a basis consistent with the
audited consolidated financial statements appearing elsewhere in this Prospectus and, in the opinion of
management, include all adjustments, consisting only of normal recurring adjustments, necessary for
fair presentation of such data. The results of operations for the nine months ended December 31, 1997

are not necessarily indicative of results to be expected for any subsequent period.

NINE MONTHS

ENDED
YEAR ENDED MARCH 31, DECEMBER 31,
1993 1994 1995 1996 1997 1996 1997
(UNAUDITED) (UNAUDITED) (UNAUDITED)

CONSOLIDATED STATEMENTS

OF OPERATIONS DATA: (IN THOUSANDS, EXCEPT PER SHARE DATA)
Revenues:

License fees........... $ 470 $3,180 $2,487 $ 3,212 $10,328 $ 6,675 $13,914
Services............... 84 287 1,025 1,315 3,058 2,034 4,646
Total revenues......... 554 3,467 3,512 4,527 13,386 8,709 18,560
Cost of revenues:

License fees........... 48 184 192 340 839 641 654
Services.......oouue... 67 174 205 371 817 474 1,717
Total cost of revenues. 115 358 397 711 1,656 1,115 2,371
Gross profit............ 439 3,109 3,115 3,816 11,730 7,594 16,189
Operating expenses:

Research and

development........... 276 725 934 1,555 2,447 1,619 3,860
Sales and marketing.... 451 1,001 1,662 4,476 13,588 8,350 16,764
General and

administrative........ 385 819 849 1,014 1,685 1,094 2,079
Total operating

EXPENSES. v vveeenennnn 1,112 2,545 3,445 7,045 17,720 11,063 22,703
Income (loss) from

operations............. (673) 564 (330) (3,229) (5,990) (3,469) (6,514)
Interest and other

income (expense), net.. (24) (40) (40) 33 25 43 (226)
Net income (loss)....... $(697) $ 524 $ (370) $(3,196) $(5,965)  $(3,426) $(6,740)
Basic net income (loss)

per share(1)........... $(.14) $ .10 $ (.07) $ (.64) $ (1.14) $ (.68) $ (1.18)
Shares used in computing

basic net income (loss)

per share(1)........... 5,000 5,000 5,000 5,018 5,218 5,069 5,715
Pro forma basic net loss

per share(1)........... $ (.63) $ (.37) $ (.62)

Shares used in computing
pro forma basic net
loss per share (1)..... 9,479 9,213 10,898



YEAR ENDED MARCH 31,
------------------------------------------------ DECEMBER 31,
1993 1994 1995 1996 1997 1997

(UNAUDITED) (UNAUDITED)

CONSOLIDATED BALANCE

SHEET DATA: (IN THOUSANDS)
Cash and cash

equivalents............ $ 167 $ 39 $3,091 $ 546 $ 890 $ 1,472
Total current assets.... 442 925 4,284 3,002 6,516 9,254
Total current

liabilities............ 839 1,178 1,221 3,371 8,295 11,324
Noncurrent liabilities.. 420 - - - 457 1,609
Stockholders' equity

(deficit)...ovunven..n. (690) (166) 3,236 100 133 (554)

(1) See Note 2 of Notes to Consolidated Financial Statements for an explanation of the determination

of the number of shares used in computing per share amounts.

Management's Discussion and Analysis of Financial Condition
and Results of Operations

The following discussion should be read in conjunction with the Consolidated Financial Statements
and the Notes thereto and the other information included elsewhere in this Prospectus. Certain
statements in this "Management's Discussion and Analysis of Financial Condition and Results of
Operations" are forward-looking statements. The forward-looking statements contained herein are
based on current expectations and entail various risks and uncertainties that could cause actual results
to differ materially from those expressed in such forward-looking statements. For a more detailed

discussion of these and other business risks, see "Risk Factors."

Overview

The Company designs, develops, markets and supports software products that enable organizations to
rapidly implement enterprise business intelligence solutions. The Company's first product, DataPrism,
was introduced in 1990, and the Company's most recent version of its product suite, Brio Enterprise
5.5, was introduced in 1997. The Company had net losses of $3.2 million, $6.0 million and $6.7
million in fiscal 1996, 1997 and for the nine months ended December 31, 1997, respectively, and had
an accumulated deficit of approximately $16.5 million as of December 31, 1997. See "Risk Factors--
History of Net Losses; Substantial Accumulated Deficit; Uncertain Future Profitability."

The Company's revenues are derived principally from license fees for software products and, to a lesser
extent, fees for a range of services complementing such products, including software maintenance and
support, training and system implementation consulting. The Company generally licenses its products
on a per user basis with the price per user varying based on the selection of products licensed.
Additionally, the Company is increasing its efforts to sell customers larger enterprise-wide
implementations of the Company's products through licenses on a per site basis with the price per site

varying based on the selection of products licensed, the number of authorized users for each product at



each site and the number of licensed sites. Revenues from license fees are recognized upon product
shipment if collection of the resulting receivable is deemed probable, the fee is fixed or determinable
and vendor- specific objective evidence exists to allocate the total fee to all delivered and undelivered
elements of the arrangement. In instances where payments are subject to extended payment terms,
revenue is deferred until payments become due. If an acceptance period is required, revenue is
recognized upon the earlier of customer acceptance or the expiration of the acceptance period.
Allowances are established for potential product returns and credit losses, which have been
insignificant to date. Fees for services are charged separately from license fees. In addition, service
revenues from maintenance and support services, which include ongoing product support and periodic
product updates, are recognized ratably over the term of each contract, which is typically twelve
months. Payments for maintenance and support services are generally made in advance and are non-
refundable. Service revenues from training and consulting services are recognized when the services

are performed.

To date, revenues from license fees have been derived principally from direct sales of software products
to end users through the Company's direct sales force. Although the Company believes that such direct
sales will continue to account for a significant portion of revenues from license fees in the foreseeable
future, the Company has recently developed and intends to continue to develop reselling relationships
with companies in the Indirect Channel, and the Company expects that revenues from sales through
the Indirect Channel will increase as a percentage of revenues from license fees. Revenues from the
Indirect Channel were 9%, 7% and 12% of total revenues for fiscal 1996, 1997 and for the nine months
ended December 31, 1997, respectively. The Company's ability to achieve revenue growth and
improved operating margins, as well as increased worldwide sales, in the future will depend in large
part upon its success in expanding and maintaining the Indirect Channel worldwide. See "Risk Factors-

-Dependence on Direct Sales Force" and "--Dependence on Development of Indirect Sales Channels."

The Company is also increasing its efforts to sell customers larger, enterprise-wide implementations of
the Company's products, rather than departmental sales, which may increase the complexity and
length of the sales cycle. In connection with such larger sales, the Company has in the past and may in
the future choose to grant greater pricing and other concessions, such as discounted training and
consulting, than for single department or local network sales. See "Risk Factors--Lengthy Product Sales

Cycle."

The Company has, to date, sold its products internationally through direct sales offices in the United
Kingdom, France and Australia, and indirectly through established distribution relationships in more
than 20 countries, including Belgium, Italy, Japan, The Netherlands and South Africa. Sales to
customers outside of the United States and Canada, including sales generated by the Company's
foreign subsidiaries, represented 9%, 14% and 19% of total revenues for fiscal 1996, 1997 and the nine
months ended December 31, 1997, respectively. The Company's direct sales offices in the United
Kingdom and Australia were formed through the Company's acquisition of distributors in those
countries. A portion of the Company's international sales in the past have been denominated and
collected in foreign currencies, and the Company believes that a portion of the Company's cost of

revenues and operating expenses will continue to be incurred in foreign currencies. Although it is



impossible to predict future exchange rate movements between the U.S. dollar and other currencies, to
the extent the U.S. dollar strengthens or weakens against other currencies, a substantial portion of the
Company's revenues, cost of revenues and operating expenses will be commensurately lower or higher
than would be the case in a more stable foreign currency environment. Although the Company has not
historically undertaken foreign exchange hedging transactions to cover its potential foreign currency

exposure, it may do so in the future. See "Risk Factors--Risks Associated with International Expansion."

Although the Company has experienced significant quarter-to-quarter revenue growth in fiscal 1997
and in the nine months ended December 31, 1997, the Company does not expect to sustain the same
rate of sequential quarterly revenue growth in future periods, and there can be no assurance that the
Company will be able to sustain revenue growth or attain profitability in the future. The Company
currently intends to commit substantial financial resources to research and development, customer
support and sales and marketing, including the expansion of its direct sales force, third-party
partnering relationships and its indirect channel sales organization, and expects that expenses relating
to its litigation with Business Objects, S.A. will increase in future periods. The Company also expects to
increase its staffing and systems infrastructure in order to support the Company's expanding
operations and to comply with the additional responsibilities of a public company. As a result, the
Company expects that its operating expenses will increase significantly in fiscal 1999. See "Risk

Factors--Fluctuations in Quarterly Operating Results" and "--Litigation with Business Objects, S.A."

Results of Operations

The following table sets forth certain selected consolidated financial information as a percentage of

total revenues for the periods indicated:

NINE MONTHS

ENDED
YEAR ENDED MARCH 31, DECEMBER 31,
1995 1996 1997 1996 1997
CONSOLIDATED STATEMENTS OF
OPERATIONS DATA:
Revenues:
License fees............... 71% 71% 77% 77% 75%
Services....ovviiiiinnnnnnn 29 29 23 23 25
Total revenues........... 100 100 100 100 100
Cost of revenues:
License fees............... 5 8 6 7 4
Services....ovviiiiinnnnnnn 6 8 6 6 9
Total cost of revenues... 11 16 12 13 13
Gross profit................. 89 84 88 87 87
Operating expenses:
Research and development... 27 34 18 19 21
Sales and marketing........ 47 99 102 96 90
General and administrative. 24 23 13 12 11
Total operating expenses. 98 156 133 127 122
Loss from operations......... (9) (72) (45) (40) (35)
Interest and other income
(expense), net..........o... (1) 1 - 1 (1)

Net 10SS.eerenenenenennenenn. (10)% (71)% (45)% (39)% (36)%



Nine Months Ended December 31, 1996 and 1997

Revenues

The Company's revenues are derived from license fees and services, which include software
maintenance and support, training and system implementation consulting. Total revenues increased
113% from $8.7 million for the nine months ended December 31, 1996 to $18.6 million for the nine
months ended December 31, 1997.

License Fees. Revenues from license fees increased 108% from $6.7 million for the nine months ended
December 31, 1996 to $13.9 million for the nine months ended December 31, 1997. The increase was
the result of increased sales to new customers and increased follow-on sales to existing customers

primarily as a result of the introduction of the Company's Web-based extension to its product suite in

fiscal 1997 and to a lesser extent increases in average selling prices for the Company's products.

Services. Service revenues increased 128% from $2.0 million for the nine months ended December 31,
1996 to $4.6 million for the nine months ended December 31, 1997. The increase was primarily due to
increases in maintenance and support, and to a lesser extent training and consulting service revenues,

related to increases in the Company's installed customer base.

Cost of Revenues

License Fees. Cost of revenues from license fees consists primarily of product packaging, shipping,
media, documentation, and related personnel and overhead allocations. Cost of revenues from license
fees increased from $641,000, or 10% of revenues from license fees, for the nine months ended
December 31, 1996 to $654,000, or 5% of revenues from license fees, for the nine months ended
December 31, 1997. The increase in absolute dollars was due to the increase in the number of licenses
sold. The decrease as a percentage of revenues from license fees was primarily due to an increase in the
number of customers purchasing master disks, which are less expensive to produce and ship, as

compared to "shrinkwrapped" product.

Services. Cost of service revenues consists primarily of personnel costs and third-party consulting fees
associated with providing software maintenance and support, training and consulting services. Cost of
service revenues increased from $474,000, or 23% of service revenues, for the nine months ended
December 31, 1996 to $1.7 million, or 37% of service revenues, for the nine months ended December
31, 1997. The increase in absolute dollars was due principally to increases in personnel resulting from
the Company's expansion of its support services and use of outside consultants for training and
consulting services. The increase as a percentage of service revenues was due principally to the use of
outside consultants for training and consulting services. The cost of service revenues may vary between
periods due to the mix of services provided by the Company's personnel relative to services provided

by outside consultants and to varying levels of expenditures required to build the services organization.



Operating Expenses

Research and development. Research and development expenses consist primarily of personnel and
related costs associated with the development of new products, the enhancement and localization of
existing products, quality assurance and testing. Research and development expenses increased from
$1.6 million, or 19% of total revenues, for the nine months ended December 31, 1996 to $3.9 million,
or 21% of total revenues, for the nine months ended December 31, 1997. The increases were primarily
due to increased personnel and related costs required to develop new products and enhance existing
products. The Company believes that significant investment for product research and development is
essential to product and technical leadership and anticipates that it will continue to commit substantial
resources to research and development in the future. The Company anticipates that research and
development expenditures will continue to increase in absolute dollars, although such expenses may

vary as a percentage of total revenues.

Sales and marketing. Sales and marketing expenses consist primarily of salaries and other personnel
related costs, commissions, bonuses and sales incentives, travel, marketing programs such as trade
shows and seminars, and promotion costs. Sales and marketing expenses increased from $8.4 million,
or 96% of total revenues, for the nine months ended December 31, 1996 to $16.8 million, or 90% of
total revenues, for the nine months ended December 31, 1997. The increase in absolute dollars was
primarily attributable to the costs associated with additional field sales and marketing personnel, both
domestically and internationally, higher sales commissions associated with increased revenues, and
increased marketing activities worldwide. The Company also expanded its domestic telesales
organization in the nine months ended December 31, 1997. The decrease as a percentage of total

revenues was generally attributable to increases in revenues for the periods.

The Company believes that as it continues to expand its direct sales and pre-sales support organization
and its third-party partnering relationships and its indirect channel sales organization on a worldwide
basis, sales and marketing expenses will continue to increase in absolute dollars. In particular, the
Company expects that sales compensation, travel and related expenses will increase significantly as the
Company continues to increase the number of its direct sales personnel and its emphasis on direct field
sales efforts. Nonetheless, the Company expects sales and marketing expenses will continue to vary as a

percentage of total revenues.

General and administrative. General and administrative expenses consist primarily of personnel costs
for finance, human resources, information systems, and general management, as well as legal,
accounting and unallocated overhead expenses. General and administrative expenses increased from
$1.1 million, or 12% of total revenues, for the nine months ended December 31, 1996 to $2.1 million,
or 11% of total revenues, for the nine months ended December 31, 1997. The increase in absolute
dollars was primarily due to an increase in personnel and related costs and professional fees necessary
to manage and support the Company's growth and facilities expansion. The decrease in general and
administrative expenses as a percentage of total revenues is primarily attributable to increased
efficiencies in the Company's administrative operations and increased revenues. The Company expects

that its general and administrative expenses will increase in absolute dollars as the Company expands



its staffing to support expanded operations, incurs expenses in its litigation with Business Objects, S.A.,
and assumes the responsibilities of a public company. The Company expects that such expenses will

vary as a percentage of total revenues.

Deferred Compensation. In connection with the grant of certain stock options to employees during the
nine months ended December 31, 1997, the Company recorded deferred compensation of $580,000,
representing the difference between the deemed value of the Common Stock for accounting purposes
and the option exercise price of such options at the date of grant. Such amount is presented as a
reduction of stockholder's equity and amortized ratably over the vesting period of the applicable
options. Approximately $76,000 was expensed during the nine months ended December 31, 1997, and
the balance will be expensed ratably over the next four years as the options vest. See Note 8 of Notes to

Consolidated Financial Statements.

Interest and Other Income (Expense), Net

Interest and other income (expense), net, is comprised primarily of interest income and foreign
currency transaction gains or losses, net of interest expense. Interest expense is comprised of interest
incurred on the Company's bank line of credit. Interest and other income (expense), net, decreased
from a net income of $43,000 for the nine months ended December 31, 1996 to a net expense of
$226,000 for the nine months ended December 31, 1997. The decrease in interest and other income
(expense), net, is attributable to an increase in the amount of borrowings on the Company's line of
credit to fund growth in operations, increased working capital requirements and losses on foreign
currency transactions resulting from intercompany receivables from foreign subsidiaries. See Note 2 of

Notes to Consolidated Financial Statements.

Provision for Income Taxes

As of December 31, 1997, the Company had federal and state net operating loss carryforwards of
approximately $8.0 million and $3.0 million, respectively, available to offset future taxable income,
which expire at various dates through 2012 if not utilized. Further, as of December 31, 1997, the
Company had tax credit carryforwards of approximately $515,000, which expire at various dates
through 2012. In addition, the Internal Revenue Code of 1986, as amended, contains certain
provisions that may limit the net operating loss carryforwards available for use in any given period
upon the occurrence of certain events, including a significant change in ownership interests. The
Company has net deferred tax assets, including its net operating loss carryforwards, totaling
approximately $4.6 million as of December 31, 1997. The Company has recorded a valuation
allowance for all of its net deferred tax assets as a result of significant uncertainties regarding the
realization of most of its assets, including the limited operating history of the Company, a recent
history of losses and the variability of operating results. See Note 10 of Notes to Consolidated

Financial Statements.



Fiscal Years Ended March 31, 1995, 1996 and 1997

Revenues

The Company's revenues increased by 29% from $3.5 million in fiscal 1995 to $4.5 million in fiscal
1996 and by 196% to $13.4 million in fiscal 1997.

License Fees. The Company's revenues from license fees increased by 29% from $2.5 million in fiscal
1995 to $3.2 million in fiscal 1996 and by 222% to $10.3 million in fiscal 1997. The increases in fiscal
1996 and 1997 were the result of growing sales to new customers and increased follow-on sales to
existing customers, primarily as a result of the introduction of BrioQuery version 3.0 during fiscal
1996, which introduced query and analysis capabilities in an integrated product, and the expansion of
the BrioQuery product and the introduction of the Company's Web-related products in fiscal 1997,

and to a lesser extent increases in average selling prices for the Company's products.

Services. The Company's service revenues increased by 28% from $1.0 million in fiscal 1995 to $1.3
million in fiscal 1996 and by 133% to $3.1 million in fiscal 1997. The increases in fiscal 1996 and 1997
were primarily due to increases in maintenance and support, and to a lesser extent training and

consulting revenues, related to increases in the Company's installed customer base.

Cost of Revenues

License Fees. The Company's cost of revenues from license fees increased by 77% from $192,000 in
fiscal 1995 to $340,000 in fiscal 1996 and by 147% to $839,000 in fiscal 1997. The increases from
year to year were due to the increase in the number of licenses sold and related personnel and overhead

costs.

Services. Cost of service revenues increased by 81% from $205,000 in fiscal 1995 to $371,000 in fiscal
1996 and by 120% to $817,000 in fiscal 1997. The increases from year to year were due principally to
increases in personnel resulting from the Company's expansion of its support services and related costs

in response to increased demand for maintenance and support, training and consulting services.

Operating Expenses

Research and development. Research and development expenses increased by 66% from $934,000 in
fiscal 1995 to $1.6 million in fiscal 1996 and by 57% to $2.4 million in fiscal 1997. The increases from
year to year were primarily due to increased personnel and related costs required to continue to
develop and enhance the Company's fully integrated Brio Enterprise solution for both the client/server
and Web-based environments, while developing new products, such as the Brio Enterprise server

products.



Sales and marketing. Sales and marketing expenses increased by 169% from $1.7 million in fiscal 1995
to $4.5 million in fiscal 1996 and by 204% to $13.6 million in fiscal 1997. These increases were
primarily attributable to the costs associated with additional worldwide field sales and marketing
personnel, higher sales commissions, bonuses and sales incentives associated with increased revenues,
and increased domestic and international marketing activities. In fiscal 1996, the Company began
building its direct field sales organization. In fiscal 1997, it continued the expansion domestically
through the growth of the telesales organization and internationally through the establishment of

subsidiary offices in the United Kingdom, Australia, and France.

General and administrative. General and administrative expenses increased by 19% from $849,000 in
fiscal 1995 to $1.0 million in fiscal 1996 and by 66% to $1.7 million in fiscal 1997. The increases were
primarily due to increased personnel and related costs and professional fees necessary to manage and

support the Company's growth and facilities expansion.

Interest and Other Income (Expense), Net

The Company's interest and other income (expense), net, increased by 183% from a net expense of
$40,000 in fiscal 1995 to a net income of $33,000 in fiscal 1996 and decreased by 24% to $25,000 in
fiscal 1997. The increase in fiscal 1996 was primarily due to the investment of proceeds from the
Company's sale of preferred stock in March 1995 and the corresponding interest on such funds and

related reduced borrowings. The decrease in fiscal 1997 was due to increased bank borrowings.

Provision for Income Taxes

The Company incurred significant operating losses in each of fiscal 1995, 1996 and 1997. Therefore,

no provision for income taxes was necessary.

Quarterly Results of Operations

The following tables set forth certain unaudited consolidated statements of operations data of the
Company for each of the seven quarters ended December 31, 1997, as well as such data expressed as a
percentage of the Company's total revenues for the quarters presented. This unaudited quarterly
information has been prepared on the same basis as the Company's audited consolidated financial
statements and, in the opinion of management, reflects all adjustments (consisting only of normal
recurring entries) necessary for a fair presentation of the information for the periods presented. The
operating results for any quarter are not necessarily indicative of results for any future period.
QUARTER ENDED
JUNE 30, SEPT 30, DEC 31, MAR 31, JUNE 30, SEPT 30, DEC 31,

1996 1996 1996 1997 1997 1997 1997
(IN THOUSANDS, EXCEPT PER SHARE DATA)

Revenues:
License fees........... $1,389 $2,176 $ 3,110 $ 3,653 $ 3,950 $ 4,531 $ 5,433



Services...........ou... 569 697 768 1,024 1,303 1,527 1,816

Total revenues......... 1,958 2,873 3,878 4,677 5,253 6,058 7,249
Cost of revenues:

License fees........... 184 257 200 198 210 219 225
Services.........iuv... 104 137 233 343 443 544 730
Total cost of revenues. 288 394 433 541 653 763 955
Gross profit............ 1,670 2,479 3,445 4,136 4,600 5,295 6,294

Operating expenses:
Research and

development........... 442 501 676 828 1,141 1,304 1,415
Sales and marketing.... 1,798 2,647 3,905 5,238 5,314 5,676 5,774
General and

administrative........ 254 368 472 591 626 687 766
Total operating

EXPENSES. v v v enennnnn 2,494 3,516 5,053 6,657 7,081 7,667 7,955

Loss from operations.... (824) (1,037) (1,608) (2,521) (2,481) (2,372) (1,661)
Interest and other

income (expense), net.. (18) 53 8 (18) (62) (18) (146)
Net 10SS..evueeuneunnnn. $ (842) ¢ (984) $(1,600) $(2,539) $(2,543) $(2,390) $(1,807)

AS A PERCENTAGE OF TOTAL REVENUES
JUNE 30, SEPT 30, DEC 31, MAR 31, JUNE 30, SEPT 30, DEC 31,

1996 1996 1996 1997 1997 1997 1997

Revenues:

License fees........... 71% 76% 80% 78% 75% 75% 75%
Services............... 29 24 20 22 25 25 25
Total revenues......... 100 100 100 100 100 100 100
Cost of revenues:

License fees........... 9 9 5 5 4 4 3
Services............... 6 5 6 7 8 9 10
Total cost of revenues. 15 14 11 12 12 13 13
Gross profit............ 85 86 89 88 88 87 87
Operating expenses:

Research and

development........... 23 17 17 18 22 22 20
Sales and marketing.... 92 92 101 112 101 94 80
General and

administrative........ 12 13 12 12 12 10 10
Total operating

EXPENSES . vt veeenennnn 127 122 130 142 135 126 110
Loss from operations.... (42) (36) (41) (54) (47) (39) (23)
Interest and other

income (expense), net.. (1) 2 - -- (1) -- (2)
Net 10SS...vvveennnnnnn. (43)% (34)% (41)% (54)% (48)% (39)% (25)%

The Company's revenues have increased each consecutive quarter during the six fiscal quarters ending
December 31, 1997, primarily due to increased sales of new and existing products to new customers
and increased follow-on sales to existing customers. See "Risk Factors--Fluctuations in Quarterly
Operating Results," "--Dependence on Direct Sales Force" and "--Risks Associated with International
Expansion." Service revenues have generally increased along with increases in the Company's installed
base. Cost of revenues from license fees have not increased proportionately with the increase in
revenues from license fees due to an increase in sales of master disks, which are less expensive to
produce and ship as compared to "shrinkwrapped" product. Cost of services revenues have increased
generally quarter to quarter both in absolute dollars and as a percentage of revenues, primarily due to
increases in personnel and related costs for customer support, training and consulting services and the

use of outside consultants.



Research and development expenses have increased in absolute dollars quarter to quarter, primarily
due to increased personnel required to support ongoing development. Fluctuations in quarterly
research and development expenses as a percentage of total revenues were generally attributable to
changes in total revenues. Sales and marketing expenses have increased generally quarter to quarter in
absolute dollars due to the expansion of sales and marketing personnel domestically and
internationally, as well as increased sales commissions, bonuses and sales incentives as a result of
increased revenues. Decreases in sales and marketing expenses as a percentage of total revenues from
the quarter ended June 30, 1997 through the quarter ended December 31, 1997 were attributable to
increased total revenues, and to a reduced rate of spending as a result of an increased focus on expense
management. The Company believes that, as it continues to expand its direct sales and pre-sales
support organization and its third-party partnering relationships and its indirect channel sales
organization on a worldwide basis, sales and marketing expenses will continue to increase in absolute
dollars. In particular, the Company expects that sales compensation, travel and related expenses will
increase significantly as the Company continues to increase the number of its direct sales personnel
and its emphasis on direct field sales efforts. Nonetheless, the Company expects sales and marketing
expenses will continue to vary as a percentage of total revenues. General and administrative expenses
have increased in absolute dollars quarter to quarter, primarily due to increased personnel and related
costs and expanded facilities and infrastructure added to support overall Company growth.
Fluctuations in quarterly general and administrative expenses as a percentage of total revenues were
generally attributable to changes in revenues, although an increased focus on expense management
resulted in the decline of quarterly general and administrative expenses as a percentage of total
revenues for the quarters ended September 30, 1997 and December 31, 1997. In particular, operating
expenses increased significantly in the aggregate during the quarters ended December 31, 1996 and
March 31, 1997 for the reasons discussed above.

The Company has experienced and expects to continue to experience significant fluctuations in
quarterly operating results based on a number of factors, many of which are not within the Company's
control. Among other things, the Company's operating results have fluctuated in the past due to the
timing of product enhancements and new product announcements by the Company, the lengthy sales
cycle of the Company's products, market acceptance of and demand for the Company's products,
capital spending patterns of the Company's customers, customer order deferrals in anticipation of
enhancements or new products offered by the Company, the Company's ability to attract and retain
key personnel, the mix of domestic and international sales, personnel changes and changes in the
timing and level of operating expenses. The Company's results of operations may also fluctuate in the
future due to a number of factors, including but not limited to those discussed above as well as the
number and significance of business partnerships, product enhancements and new product
announcements by the Company's competitors, changes in pricing policies by the Company or its
competitors, the ability of the Company to develop, introduce and market new and enhanced versions
of the Company's products on a timely basis, customer order deferrals in anticipation of enhancements
or new products offered by the Company's competitors, nonrenewal of service agreements, software
defects and other product quality problems, the mix of direct and indirect sales, currency fluctuations,

costs or damage awards associated with the current Business Objects, S.A. litigation, and general



economic conditions. The Company anticipates that an increasing portion of its revenue could be
derived from larger orders, in which case the timing of receipt and fulfillment of any such orders could
cause material fluctuations in the Company's operating results, particularly on a quarterly basis.
Furthermore, the Company has experienced, and expects to continue to experience, seasonality due,
among other things, to customer capital spending patterns and the general summer slowdown in sales.
Such seasonality could have a material adverse effect on the Company's results of operations,

particularly for the quarters ending June 30 or September 30.

In addition, the Company currently intends to increase significantly its funding of research and
product development, customer support operations and sales and marketing activities, to expand its
domestic and international distribution channels, and to increase its infrastructure at its headquarters
and overseas, as required, to support the Company's expanding operations and additional needs to
comply with the responsibilities of a public company. To the extent such expenses are not subsequently
followed by increased revenues, the Company's business, operating results and financial condition
could be materially adversely affected. The timing of such expansion and the rate at which new sales
people become productive could also cause material fluctuations in the Company's quarterly operating

results.

Due to the foregoing factors, quarterly revenue and operating results are difficult to forecast. Further,
the Company's expense levels are based in significant part on the Company's expectations as to future
revenue and are therefore relatively fixed in the short term. Additionally, the Company has in the past
and expects in the future to recognize the majority of its license revenue in the last month of each
quarter. If revenue levels fall below expectations, net income is likely to be disproportionately adversely
affected because a proportionately smaller amount of the Company's expenses varies with its revenue.
In light of the foregoing, in some future quarter the Company's reported or anticipated operating
results may fail to meet or exceed the expectations of securities analysts or investors. In such event, the
price of the Company's Common Stock would be materially adversely affected. See "Risk Factors--

Fluctuations in Quarterly Operating Results."

Recent Accounting Pronouncements

In June 1997, the Financial Accounting Standards Board issued Statement of Financial Accounting
Standards (SFAS) No. 130, "Reporting Comprehensive Income." SFAS No. 130 is effective for the
Company's fiscal year beginning on April 1, 1998. This standard defines comprehensive income as the
changes in equity of an enterprise except those resulting from stockholder transactions. All
components of comprehensive income will be required to be reported in financial statements issued for
periods beginning after the effective date of SFAS No. 130. Management believes the adoption of
SFAS No. 130 will not have a material effect on the Company's consolidated financial statements.

In June 1997, the Financial Accounting Standards Board also issued SFAS No. 131, "Disclosures About
Segments of an Enterprise and Related Information." SFAS No. 131 is effective for the Company's fiscal

years beginning on April 1, 1998. SFAS No. 131 establishes standards for disclosures about operating



segments, products and services, geographic areas and major customers. Management believes the
adoption of SFAS No. 131 will not have a material effect on the Company's consolidated financial

statements.

In December 1997, the American Institute of Certified Public Accountants issued Statement of
Position (SOP) 97-2 which will supersede SOP 91-1, "Software Revenue Recognition." SOP 97-2 is
effective for transactions entered into in the Company's fiscal years beginning April 1, 1998.
Management has assessed this new statement and believes that its adoption will not have a material
effect on the Company's consolidated financial statements or the timing of the Company's revenue

recognition, or cause changes to its revenue recognition policies.

Ligquidity and Capital Resources

Since inception, the Company has funded its operations and capital expenditures primarily from the
net proceeds of approximately $15.7 million from private sales of Preferred Stock, cash from
operations and, early in the Company's history, development fees, and to a lesser extent from bank
borrowings. Net cash used in operating activities in fiscal 1996, 1997 and the nine months ended

December 31, 1997 was $3.3 million, $4.7 million and $5.4 million, respectively.

As of December 31, 1997, the Company had cash and cash equivalents of $1.5 million. In addition,
during January 1998, the Company obtained a bank line of credit which provides for up to $10.0
million in borrowings. The Company can borrow up to 80% of eligible accounts receivable against this
line, with an additional $1.5 million available, which is collateralized by substantially all of the
Company's assets, including the Company's intellectual property to the extent required to secure the
Bank's interest in the accounts receivables and which provides for interest at the bank's prime rate.
This line of credit requires the Company to comply with various financial covenants. The line expires
on December 1, 1999, when any amounts outstanding thereunder would be due and payable. See Note
6 of Notes to Consolidated Financial Statements. As of December 31, 1997, the Company's bank

borrowings were $3.4 million.

Net cash used in investing activities was $380,000, $2.0 million and $1.2 million in fiscal 1996, 1997
and the nine months ended December 31, 1997, respectively, consisting primarily of purchases of
property and equipment and, to a lesser extent, a one-time payment in connection with the acquisition
of the Company's Australian subsidiary. The Company has planned capital commitments of up to

approximately $500,000 in fiscal 1999. See Note 5 of Notes to Consolidated Financial Statements.

Net cash provided by financing activities was $1.2 million, $7.1 million and $7.2 million in fiscal 1996,
1997 and the nine months ended December 31, 1997, respectively, consisting primarily of proceeds
from private sales of Preferred Stock and periodic borrowings, net of repayments, on the bank line of

credit.

The Company believes that the proceeds from this Offering, together with the Company's current cash
balances and any cash generated from operations and from available or future debt financing, will be

sufficient to meet the Company's operating and capital requirements for at least the next 12 months.



However, there can be no assurance that the Company will not require additional financing within this
time frame. The Company has no current plans, and is not currently negotiating, to obtain additional

financing following the completion of this Offering.

Business

Brio Technology, Inc. ("Brio" or the "Company") designs, develops, markets and supports software
products that enable organizations to rapidly implement enterprise business intelligence solutions. The
Company's software solution, Brio Enterprise, is a comprehensive client-server and Web-based suite of
products designed to enable large numbers of business professionals to quickly access and analyze data
to make more informed business decisions. The Company's products and services are designed to allow
organizations to rapidly deploy and effectively manage business intelligence solutions incorporating
the wide range of available corporate data sources, including data marts, data warehouses, operational

data stores, enterprise applications and legacy applications.

Industry Background

In today's increasingly competitive markets, organizations in virtually every industry are seeking to
improve the ability of business professionals to make timely, fact-based business decisions. To
accomplish this objective, organizations must establish and maintain an infrastructure that empowers
business professionals with analytical tools and information to improve their decision making. The
Company refers to this infrastructure as a business intelligence environment. Over the last decade,
many organizations have spent considerable effort and resources to collect, organize and distribute
data, but have been unable to fully empower business professionals with the benefits of a business

intelligence environment.

Limated Scope of Traditional Approaches

Reporting Products. Many organizations use standardized reporting products to improve the
dissemination of information across the organization. Managed by I'T departments, reporting products
deliver static reports to business professionals on paper, through executive information or decision
support systems or recently via the Web and Web browsers. This approach has provided business
professionals with significant amounts of information, but requires significant IT resources to
continually revise and customize reports as requested by end users. Although reporting products
facilitate broad and timely dissemination of information, they generally do not enable business
professionals to perform the follow-on analysis and custom reporting needed to maximize the

usefulness of the information provided.

Data Access and Analysis Tools and the Data Warehouse. Over the last decade, data warehousing
technology, coupled with access and analysis tools, emerged as a leading technology framework for

enabling business professionals to make better fact-based decisions. Data warehouses with access and



analysis tools have enabled some non-technical users for the first time to work with data on their own
terms. While this approach has made a positive impact in many organizations, significant cost and
technical barriers have made deploying data warehousing solutions beyond a small percentage of these

organizations' total user population impractical.

Although reporting products and data warehousing each serve particular types of users well, many
organizations employing these technologies have continued to encounter problems. IT departments
continue to have a reporting and applications development backlog, a prohibitively high cost of
implementation and maintenance, and face challenges delivering information in a secure and
controlled manner. Reporting products fail to provide more active users with the analytical
functionality they seek. The Company believes that there is a large and growing population of
professionals who need to interact with data, for whom a data warehousing solution is prohibitively
complex and expensive, and for whom standardized reporting is inadequate. The Company believes
that as the amount of data and the number and diversity of users increase, organizations will be unable

to meet the needs of business professionals without a new approach to business intelligence.

Opportunity for Enterprise Business Intelligence

The Company believes there is a need for an approach to business intelligence modeled on the concept
of an "INFORMATION SUPPLY CHAIN" consisting of individuals who produce information, or
"INFORMATION PRODUCERS," and individuals who consume and use information as part of their
daily business, or "INFORMATION CONSUMERS." The Company believes that an enterprise business
intelligence approach based on the concept of an information supply chain is the most effective means

of meeting the needs of users throughout an organization.

Target Markets: Traditional Approaches Versus Enterprise
Business Intelligence

[Four circuclar pie diagrams in a rectangular box, showing the types of users served (information
producer and information consumers) by traditional approaches of reporting products, data access and

analysis tools and data warehouses and enterprise business intelligence.]

Information Producers. In the information supply chain, IT staff and I'T- savvy business professionals,
often referred to as "power users," act as the information producers for the entire organization. I'T
professionals, using and supporting a wide variety of hardware and software technologies, create and
manage the infrastructure that supports the storage, processing and delivery of information across the
enterprise. Power users, as part of their jobs, use full-function data access, reporting and analysis tools
to interact directly with data resident in data marts or data warehouses and to produce reports and
analyses for their own use or the selective use of information consumers. Information producers are

under pressure from information consumers to continually develop, customize and deliver reports.



Information Consumers. Information consumers, the customers in the information supply chain, are
the largest group of users within any organization. Although standardized reports have met the needs
of a number of information consumers for years, over the last decade, information consumers have
become increasingly more sophisticated in their information requirements and have tried to derive
more value from the information delivered to them. These consumers are seeking technology solutions
that will allow them to work autonomously with information delivered by information producers.
Although information consumers want to have access to customized information products, they
typically do not have the skills or supporting information infrastructure to do anything other than view

static, standardized reports.

The Company believes that to address the needs of all users in the information supply chain, an

effective enterprise business intelligence solution must:
. meet the needs of growing and diverse user populations and growing amounts of data;
.leverage email and the Web as critical components of the information infrastructure;

. minimize the dependence and impact on IT departments; and . leverage existing hardware and

software within the organization.

The Brio Solution

The Company's Brio Enterprise product suite and related services enable organizations to develop and
deploy enterprise business intelligence solutions that maximize the value of corporate data. The
Company provides an integrated solution that is architected for the enterprise, designed for
information consumers, and engineered for information producers. The Company's products and
services enable information producers to support the entire information supply chain, while satisfying
the needs of information consumers to interact with and customize their data. The Company's
products are designed to be easily and quickly implemented, to scale from departmental deployments
to enterprise solutions, to minimize the dependence and impact on IT departments, and to leverage
existing hardware and software investments. The Company believes its solution provides the following

benefits for the enterprise and its information consumers and producers:

Architected for the Enterprise

Integrated, Comprehensive Product Suite. The Company provides a suite of products that can be used
either separately or together in an integrated, distributed client-server and/or Web-enabled
implementation. By incorporating the same easy-to-use interface across all supported platforms and
the same underlying core technologies, the Company's products provide simple viewing capabilities,
robust analysis and reporting features and powerful administrative functions for information

producers and consumers.



Scalable for Enterprise Deployment. The Company's multi-tier architecture utilizes the strength of the
server and the computing power of the client, allowing the Company's solution to scale by number and

location of users, as well as by quantity and type of source data.

Leverages Email and the Web. The Company's products economically enable information producers to

push data and reports to information consumers via email, printers and the Internet.

Adaptive Reporting. The Company's adaptive reporting feature permits information producers to
control, on a report-by-report basis, the analytical functionality available to the information consumers
in a report. This feature allows information producers to control user access while maximizing the

usefulness of reports and data.

Designed for Information Consumers

Powerful Functionality, Easy to Use. The Company's products combine a consistent and intuitive user
interface with powerful functionality that allows information consumers to easily customize, format

and manipulate data, reports and analyses.

Robust Solution for Mobile Users. The Company's products facilitate mobile, off-line analysis in both
Web browser and PC-based environments and enable information consumers to work with reports,
analyses, and data sets that have been sent via email, file servers or the Web. As a result, users in a
mobile, off-line environment can view data and can create new analyses and reports to answer their

individual questions.

Engineered for Information Producers

Simplifies Administration. The Company designs its products to be quickly and easily installed. The
Company's "zero administration" technology centralizes and automates the installation and upgrade of
the Company's Web- based client software. The Company's server products enable I'T departments to

control user access and security privileges and to audit and manage user activity.

Leverages Existing Customer Investments in Technology. The Company's products are designed to
integrate seamlessly with existing customer database, application, reporting and analysis software, to
take advantage of existing enterprise hardware environments and to leverage existing desktop and

operating system infrastructure.

Brio Strategy

The Company's strategy is to be a leading provider of enterprise business intelligence software

solutions. The following are key elements of the Company's strategy:



Extend Technology Leadership. The Company has designed its products to satisfy customers' desire for
rapid implementation, intuitive user interfaces, transparent integration, high performance and limited
IT involvement. The Company's products incorporate a number of advanced technologies, including a
proprietary data analysis engine, a distributed architecture, and Web access and delivery technology. In
addition, the Company has in the past rapidly incorporated new technology into its product offerings.
In particular, the Company shipped its Web-based end user analysis solution (Brio.Insight) in
November 1996 and its Java-based server solution (OnDemand Server) in November 1997. The
Company intends to extend its technology leadership by continuing to devote significant resources to
research and development efforts and by forming strategic relationships that will enable the Company

to further enhance its products' functionality and ease of use.

Broaden Distribution Channels. To date, the Company has sold its products primarily through its
direct sales and services organizations located in the United States, Canada, the United Kingdom,
France and Australia, and has sold its products worldwide through VARs, resellers and distributors. The
Company intends to grow its direct sales organization to intensify its coverage of large organizations
and to augment its telesales operation to cover smaller organizations. In addition, the Company will
continue to both leverage and grow its existing network of value-added resellers, resellers and

distributors to expand its indirect distribution channel worldwide.

Expand Product Deployments Throughout the Enterprise. The Company's products and related
services are designed to enable organizations to deploy enterprise-wide business intelligence. Although
most organizations initially deploy the Company's products on a departmental or pilot basis, the
Company believes that initial customer success with this deployment can lead to significant
opportunities for enterprise-wide adoption of the Company's products. The Company intends to focus
its sales and services efforts on large organizations seeking enterprise-wide business intelligence

deployments and on making initial customer pilots or deployments successful.

Leverage Industry Relationships. To accelerate the adoption of the Company's products as a standard
platform for business intelligence, the Company has formed strategic relationships that provide for
enhanced technology integration with partner technology as well as increased market exposure and
sales opportunities for the Company's products and services. The Company's partners include
industry-leading providers of software and hardware, such as Microsoft, Oracle and IBM, that
complement the Company's product and service offerings, and providers of a wide range of training,

implementation and application development services related to the Company's products.

Increase International Presence. Outside of the United States, the Company has direct sales offices in
Canada, the United Kingdom, France and Australia, has established distributor relationships in more
than 20 countries, including Belgium, Italy, Japan, The Netherlands and South Africa and has localized
products in French, Italian and Japanese. The Company intends to expand its global sales capabilities
by increasing the size of its direct sales and sales support organizations, expanding its distribution
channels in Europe, Latin America, and Asia/Pacific and continuing localization efforts of its products

in selected markets.



Provide Premium Customer Support and Service. The Company believes that offering quality service
and support is important to customer satisfaction and provides a significant opportunity for the
Company to build customer loyalty and to differentiate itself from competition. The Company intends
to increase its focus on customer satisfaction by investing in support services including additional
staffing, a Web-based help line and systems infrastructure. In addition, the Company is committed to
providing customer-driven product functionality through feedback from user groups, prospects,

consultants, partners and customer surveys.

Products and Technology

Brio Enterprise is a fully integrated business intelligence software product suite providing powerful
query, analysis and reporting functionality across both client-server and Web environments. Designed
to meet the needs of users throughout the enterprise, the Company's products combine powerful
functionality with intuitive, easy-to-use interfaces. The Company's products are designed to enable an
IT department to maintain centralized control with auditing, security and "zero administration"
deployment while incorporating a system architecture that scales to meet the needs of growing and

diverse user populations and increasing amounts of data.

The Company's products use "push" and "pull" server technology to optimize utilization of client and
server system resources. The Company's distributed architecture, built on the Company's proprietary,
portable on-line analytical processing engine, enables analytical processing to take place on the server
or on the client. This architecture enhances the flexibility and scalability of the solution without losing
analytical capabilities required for individuals to answer complex data-related business questions. The
Company's adaptive reporting capability further enhances this flexibility by giving IT departments the
ability to control the analytical functionality available to an information consumer on a report-by-

report basis.

[Flowchart diagram illustrating the way the Company's products interact with various elements of an

information technology network.]

Brio Enterprise Client Products

The Company's client products, whether Web-based or client-server based, share the same user-centric
design, functionality and intuitive interface. The Company believes that the result is an integrated,
easy-to-navigate suite of products that consistently guide the user from query and analysis through
reporting and charting. The Company's client products allow users to create queries that are targeted at
single or multiple data sources and that can combine data from local or server-based data sources

without IT department assistance.

BrioQuery. All editions of BrioQuery unify query, analysis, reporting and charting capabilities in one
product for client-server connected users. To meet the differing needs of these users, BrioQuery is

available in three editions:



BrioQuery Designer extends the core BrioQuery capabilities with database administration
functionality, security, auditing and repository setup features to enable IT departments to manage and

control the business intelligence environment;

BrioQuery Explorer is designed for power users or independent analysts who need direct access to
database tables and repositories of pre-defined data models and reports and need to be able to create
their own queries, analyses and reports; and BrioQuery Navigator is used by analysts or information
consumers who do not have the technical ability or need to directly access database tables. These users
typically only need access to repositories of pre-defined data models and reports that they can use as a

basis for independent analyses.

Web-based Products. The Company's Web-based client products provide users with a wide range of
report, query and analytical capabilities within standard Web browsers. Together with the Company's
server-based products, they enable organizations to deploy a "thin client" architecture that facilitates

administration and maintenance in a multi-platform environment.

Brio.Insight. Employing the same user-interface as BrioQuery, Brio.Insight delivers interactive query,
analysis, reporting and charting capabilities inside a standard Web browser. Whether connected to the
Web, to the Brio Enterprise Server, or operating without connection, Brio.Insight enables users to go
beyond viewing static reports and to perform independent analysis and reporting on the delivered

information.

Brio.Quickview. Brio.Quickview enables organizations to deliver a portfolio of "view only" reports to
users through a Web browser. These portfolios can include fully formatted reports with color,
highlights, charts and tables. When used in conjunction with the Brio Enterprise Server,
Brio.Quickview provides users with the option to refresh the data that is used to create their portfolio,

or to limit the view based on a set of criteria.

Brio Enterprise Server Products

Brio Enterprise Server. The Brio Enterprise Server product includes two powerful server modules, the
Broadcast Server and the OnDemand Server, and a unified administration tool. The Brio Enterprise
Server is designed to meet the information distribution and data access needs of information
consumers, while providing IT departments with centralized control, administration and security
management functionality. This scalable server suite employs "push” and "pull" technology to enable
organizations to cost-effectively deploy business intelligence solutions to a wide variety of users across

heterogeneous computing environments.

Broadcast Server. The Broadcast Server enables IT departments to control the integrity and
distribution of business information. It allows information producers to take queries, analyses and
reports created with BrioQuery, and to schedule automatic processing and delivery of such reports
based on date, time, or event. The Broadcast Server pushes the reports and documents in a highly
compressed format out to Web, client-server and mobile users via FTP, email, Web servers, and

network file servers and printers.



OnDemand Server. The OnDemand Server allows both mobile and desktop users easy and secure
access to a variety of data sources. Query execution can be performed over the Web or on the server;
the server can then pre-build reports and transmit them to the Company's Web client products,
Brio.Insight and Brio.Quickview. With the OnDemand Server and the Company's adaptive reporting
feature, IT departments can determine on a report-by-report basis the level of Brio.Insight and

Brio.Quickview functionality and interactivity that a particular user is allowed.

The OnDemand Server also automates the installation and maintenance of the Company's Web client

software.

Platforms and Pricing

The Company's server products are designed to operate on most popular server platforms including
Windows NT and UNIX (AIX, HPUX, Sun Solaris). Pricing on the Brio Enterprise Server product,
which includes both the Broadcast Server and the OnDemand Server, ranges from $30,000 to $45,000.
Brio client products currently operate on a number of operating systems including Windows (95, NT
and 3.1), PowerMac and UNIX (AIX, HPUX, Sun Solaris). The Company's products provide native and
ODBC connectivity to a variety of data sources, including relational database management systems
such as Oracle, DB2, SQL Server and Adaptive Server; non-relational database management systems
such as Arbor Essbase, Oracle Express and Informix Metacube; and legacy systems such as SAS. Pricing

ranges from approximately $50 for Brio.Quickview to $4,000 for BrioQuery Designer.

The Company's success in the future will depend upon its ability to develop new products and its
ability to sell larger, enterprise-wide implementations of its products. See "Risk Factors--Dependence
upon Product Development; Rapid Technological Change and Evolving Industry Standards" and "--
Dependence on Emerging Market for Enterprise Business Intelligence; No Assurance of Market

Acceptance of Enterprise Business Intelligence Products."

Customers

The Company's customers include organizations in a diverse set of industry segments. The following is
a representative list of Company's customers who have purchased more than $150,000 of the
Company's products since January 1996. No single customer has accounted for more than 10% of the
Company's total revenues for the year ended March 31, 1997 and the nine months ended December

31,1997.

MANUFACTURING/PUBLISHING FINANCIAL SERVICES Montell USA, Inc.

Addison-Wesley Longman

ARCO

Boise Cascade
Corporation

BP Exploration
Operating Company
Gannett Co., Inc.
Honeywell Inc.
KLA-Tencor Corporation

Allstate Insurance
Company

Barclays De Zoete Wedd
Plc

Edward Jones & Co.
Esanda Finance
Corporation

Fair Isaac & Co.

J&W Seligman & Co. Inc.

Nortel--Northern
Telecom

Pacific Telesis
Qualcomm Incorporated
Sasktel ITM

Sprint Corporation

US West Communications
Inc.

Worldcom Network



Kraft General Goods

Nike Inc.

Phillip Morris U.S.A.
Pioneer Standard &
Electric Inc.
Sikorsky Aircraft Corp.

Toyota Motor Sales
U.S.A. Inc.

Viskase Corporation

Zeneca Agricultural
Products

TECHNOLOGY

Hewlett-Packard Company

Hitachi America

IBM

Lotus Development
Corporation

LSI Logic Inc.

Micron Electronics Inc.
Motorola

Quantum

Storage Technology
Corporation

Sun Microsystems

US Robotics Access
Corporation

VLSI Technology

Liberty Mutual
Insurance Company
Piper Jaffray Companies
Inc.

Westpac Banking
Corporation

GOVERNMENT

State of Oregon
State of Washington
U.S. Army

U.S. Department of
Agriculture

U.S. Navy

RETAIL/SERVICES

Avis Rent A Car System
Inc.

DHL

Edgars Stores

HBO Inc.

J. Sainsburys Plc
Safeway Stores Plc

Toys R' US

TELECOMMUNICATIONS
AT&T Wireless Services
Corporation

Comcast Cable
Communication

MCI Telecommunications
Corporation

Sales and Marketing

Services

PHARMACEUTICAL/ MEDICAL

Amgen

Bayer Corporation
Blue Cross & Blue
Shield

Genentech Inc.
Hoffman LaRoche Inc.

Merck & Co. Inc.
Pfizer Inc.

Roche Biosciences
United Healthcare
Services, Inc.

EDUCATION

California State
University System

Massachusetts Institute
of Technology

Purdue University

School Board of Broward
County, Florida

Virginia Polytechnic
Institute

University of
California

University of Maryland

Sales. To date, the Company has sold its products primarily through its direct sales and services
organizations located in the United States, Canada, the United Kingdom, France and Australia, and has
sold its products worldwide through value-added resellers ("VARs"), resellers and distributors. The
direct sales process involves the generation of sales leads through direct mail, seminars and
telemarketing or requests for proposal from prospects. The Company's field sales force conducts
multiple presentations and demonstrations of the Company's products to management and users at
customer sites as part of the direct sales effort. Sales cycles typically last from three to nine months.
The direct sales force is responsible for local partner support, joint sales efforts and channel
management. The direct sales force is compensated for sales made through indirect channel partners as
well as direct sales to ensure appropriate cooperation with the Company's VARs, resellers and
distributors. To date, the Company has generated a majority of its sales from its direct sales force, and
has supplemented its direct sales efforts with the efforts of VARs, resellers and distributors in a variety
of locations throughout the world. These third parties perform some or all of the following functions:
sales and marketing; systems implementation and integration; software development and
customization; and ongoing consulting, training, service and technical support. The Company
generally offers such parties discounts on products and training, a cooperative marketing program, and

field level assistance from the Company's direct sales force. The Company intends to leverage sales and



marketing through indirect channel partners that will distribute or resell the Company's products in
their respective markets. Indirect channel partners accounted for approximately 9%, 7% and 12% of
the Company's total revenues in fiscal 1996 and 1997 and for the nine months ended December 31,
1997, respectively. The Company intends to grow its direct sales organization and its telesales
operation to cover smaller organizations. In addition, the Company will continue both to leverage and
grow its existing network of VARs, resellers and distributors to expand its indirect distribution channel

worldwide. See "Risk Factors--Dependence on Direct Sales Force," "--Dependence on Key Personnel and

nn

Hiring of Additional Personnel," "--Lengthy Product Sales Cycle," "--Dependence on Development of

nn

Indirect Sales Channels," "--Risks Associated with International Expansion" and "--Year 2000

Compliance."

Marketing. The Company is focused on building market awareness and acceptance of the Company
and its products as well as on developing strategic partnerships. The Company has a marketing strategy
with several key components: image and awareness building, direct marketing to both prospective and
existing customers, a strong Web presence, as well as broad-scale marketing programs in conjunction
with key local and global partners. The Company's corporate marketing strategy includes extensive
public relations activities; a conference and trade show speakers program, as well as programs to work
closely with key analysts and other influential third parties. The Company's direct marketing activities
include participation in selected trade shows and conferences, targeted advertising as well as ongoing
direct mail efforts to existing and prospective customers. The Company has effectively used local,
regional and Web-based seminars to assist prospects in selecting enterprise business intelligence
solutions. The Company has used the Web to further the interest and lead generation process and to
improve the quality of the leads that it provides to the sales organization. The Company's Web site has
become an effective lead generation program. The Company has invested in building a partner and
channel marketing function which helps to recruit, train, support and conduct cooperative marketing
with technology partners, resellers and VARs. These programs helped to foster strong relationships
between the Company and its various partners. The marketing organization also provides a wide-range

of programs, materials and events to support the sales organization in its efforts.

The Company's sales and marketing organization consisted of 111 full-time employees as of December
31, 1997. The sales and marketing staff is based at the Company's corporate headquarters in Palo Alto,
California. The Company also has field sales offices in the metropolitan areas of Chicago, New York,
Los Angeles, Atlanta, Washington D.C. and Dallas.

Research and Development

Research and development created the products that have been the basis for the Company's success,
and the Company intends to make substantial investments in research and development and related
activities to maintain and enhance its product lines. The Company believes that its future success will,
in large part, depend on its ability to maintain and improve current products, and to develop new
products that meet enterprise business intelligence needs. The Company's research and development

organization is divided into teams consisting of development engineers, product managers, quality



assurance engineers and technical writers. As of December 31, 1997, the Company's research and
development organization consisted of 43 full-time employees. The research and development
organization uses a phase-oriented development process, which includes constant monitoring of
quality, schedule, functionality, costs and customer satisfaction. Product development is based upon a
consolidation of the requirements from existing customers, technical support and engineering. The
development group infrastructure provides documentation, quality assurance, and delivery and
support capabilities (as well as product design and implementation) for the Company's products. See
"Risk Factors--Dependence on Key Personnel and Hiring of Additional Personnel," "--Dependence on
Product Development; Rapid Technological Change and Evolving Industry Standards" and "--Risks of
Product Defects; Products Liability."

Customer and Technical Support

The Company believes that a high level of customer support is important to the successful marketing
and sale of its products. Maintenance and support contracts, which are typically for twelve months, are
offered with the initial license, may be renewed annually and are typically set at a percentage of the
total license fee. Substantially all of the Company's direct sales to customers have maintenance and
support contracts that entitle the customers to patches, updates and upgrades at no additional cost if
and when available, and technical hotline support. In addition, the Company offers classes and training
programs at the Company's headquarters, local training centers and customer sites. Customers
purchasing maintenance are able to access hotline telephone support during normal business hours.
Incoming customer calls are immediately logged into the support database at the time of the call. The
Company supplements its standard telephone hotline support with a number of Web-based support
services, including access to FAQs (frequently asked questions), a patch download area, and an interface
to the Company's technical support department's problem-tracking database, which allows customers
to submit cases and view the status of any of their current cases on-line. Users of the Company's
products can attend regional user group conferences throughout the year. To improve user access to
explanatory materials, the Company provides on-line documentation with all of its products. Among
other things, such documentation includes detailed explanations of product features as well as

problem-solving tips for middleware connections.

Competition

The market in which the Company operates is intensely competitive, highly fragmented and
characterized by rapidly changing technology and evolving standards. The Company's current and
potential competitors offer a variety of software solutions and generally fall within four categories: (i)
vendors of business intelligence software such as Cognos, Business Objects, Seagate, and Andyne; (ii)
vendors offering alternative approaches to delivering analysis capabilities to users, such as
MicroStrategy; (iii) database vendors that offer products which operate specifically with their
proprietary database, such as Microsoft, IBM, Oracle and Arbor; and (iv) other companies that may in

the future announce offerings of an enterprise business intelligence solution. The Company has



experienced and expects to continue to experience increased competition from current and potential
competitors, many of whom have significantly greater financial, technical, marketing and other
resources than the Company. Such competitors may be able to respond more quickly to new or
emerging technologies and changes in customer requirements or devote greater resources to the
development, promotion and sales of their products than the Company. The Company expects
additional competition as other established and emerging companies enter into the business
intelligence software market and new products and technologies are introduced. Increased competition
could result in price reductions, fewer customer orders, reduced gross margins, longer sales cycles and
loss of market share, any of which could materially and adversely affect the Company's business,
operating results and financial condition. Current and potential competitors may make strategic
acquisitions or establish cooperative relationships among themselves or with third parties, thereby
increasing the ability of their products to address the needs of the Company's prospective customers.
The Company's current or future indirect channel partners may establish cooperative relationships
with current or potential competitors of the Company, thereby limiting the Company's ability to sell its
products through particular distribution channels. Accordingly, it is possible that new competitors or
alliances among current and new competitors may emerge and rapidly gain significant market share.
Such competition could materially adversely affect the Company's ability to obtain new licenses, and
maintenance and support renewals for existing licenses, on terms favorable to the Company. Further,
competitive pressures may require the Company to reduce the price of its products, which could have a
material adverse effect on the Company's business, operating results and financial condition. There can
be no assurance that the Company will be able to compete successfully against current and future
competitors, and the failure to do so could have a material adverse effect upon the Company's business,
operating results and financial condition. The Company competes on the basis of certain factors,
including data scalability, user scalability, open architecture, analytical capabilities, product features,
product performance, product quality, time to market, ease of use, customer support and price. The
Company believes it presently competes favorably with respect to each of these factors. However, the
Company's market is still evolving and there can be no assurance that the Company will be able to
compete successfully against current and future competitors, and the failure to do so successfully could
have a material adverse effect on the Company's business, operating results and financial condition. See

"Risk Factors-- Competition."

Proprietary Rights

The Company currently relies primarily on a combination of copyright and trademark laws, trade
secrets, confidentiality procedures and contractual provisions to protect its proprietary rights. The
Company also believes that factors such as the technological and creative skills of its personnel, new
product developments, frequent product enhancements, name recognition and reliable product
maintenance are essential to establishing and maintaining a technology leadership position. The
Company seeks to protect its software, documentation and other written materials under trade secret
and copyright laws, which afford only limited protection. The Company currently has one United

States patent application. There can be no assurance that the Company's patent application will result



in the issuance of a patent, or if issued, will not be invalidated, circumvented or challenged, or that the
rights granted thereunder, if any, will provide competitive advantages to the Company or that any of
the Company's future patent applications, if any, will be issued with the scope of the claims sought by
the Company, if at all. Furthermore, there can be no assurance that others will not develop
technologies that are similar or superior to the Company's technology or design around any patent that
may come to be owned by the Company. Despite the Company's efforts to protect its proprietary
rights, unauthorized parties may attempt to copy aspects of the Company's products or to obtain and
use information that the Company regards as proprietary. Policing unauthorized use of the Company's
products is difficult, and while the Company is unable to determine the extent to which piracy of its
software products exists, software piracy can be expected to be a persistent problem. In addition, the
laws of some foreign countries do not protect the Company's proprietary rights as fully as do the laws
of the United States. There can be no assurance that the Company's means of protecting its proprietary
rights in the United States or abroad will be adequate or that competitors will not independently
develop similar technology. The Company has entered into source code escrow agreements with a
number of its customers and indirect channel partners requiring release of source code under certain
conditions. Such agreements provide that such parties will have a limited, non-exclusive right to use
such code in the event that there is a bankruptcy proceeding by or against the Company, if the
Company ceases to do business or, in some cases, if the Company fails to meet its contractual
obligations. The provision of source code escrows may increase the likelihood of misappropriation by
third parties. The Company expects that software product developers will increasingly be subject to
infringement claims as the number of products and competitors in the Company's industry segment
grows and the functionality of products in different industry segments overlaps. Any such claims, with
or without merit, could be time consuming to defend, result in costly litigation, divert management's
attention and resources, cause product shipment delays or require the Company to enter into royalty or
licensing agreements. Such royalty or licensing agreements, if required, may not be available on terms
acceptable to the Company, if at all. In the event of a successful claim of product infringement against
the Company and failure or inability of the Company to license the infringed or similar technology, the
Company's business, operating results and financial condition would be materially adversely affected.
The Company relies upon certain software that it licenses from third parties, including software that is
integrated with the Company's internally developed software and used in the Company's products to
perform key functions. There can be no assurance that these third-party software licenses will continue
to be available to the Company on commercially reasonable terms. The loss of, or inability to maintain,
any such software licenses could result in shipment delays or reductions until equivalent software could
be developed, identified, licensed and integrated, which could have a material adverse effect on the
Company's business, operating results and financial condition. Currently, the Company is engaged in
litigation with Business Objects, S.A. concerning the alleged infringement by the Company of a U.S.
patent held by Business Objects, S.A. See "--Legal Proceedings." See "Risk Factors--Fluctuations in
Quarterly Operating Results," "--Litigation with Business Objects, S.A." and "--Limited Protection of
Proprietary Rights."



Finally, in the future the Company may rely upon certain software that it may license from third
parties, including software that may be integrated with the Company's internally developed software
and used in the Company's products to perform key functions. There can be no assurance that these
third-party software licenses will be available to the Company on commercially reasonable terms. The
inability to obtain or maintain any such software licenses could result in shipment delays or reductions
until equivalent software could be developed, identified, licensed and integrated, which could have a

material adverse effect on the Company's business, operating results and financial condition.

Legal Proceedings

On January 20, 1997, Business Objects, S.A. filed a complaint (the "Complaint") against the Company
in the U.S. District Court for the Northern District of California in San Jose, California alleging that
certain of the Company's products (including at least the BrioQuery Navigator, BrioQuery Explorer
and BrioQuery Designer products) infringe at least claims 1, 2 and 4 of U.S. Patent No. 5,555,403. In
April 1997, the Company filed an answer and affirmative defenses to the Complaint, denying certain of
the allegations in the Complaint and asserting a counterclaim requesting declaratory relief that the
Company is not infringing the patent and that the patent is invalid and unenforceable. In December
1997, venue for the case was changed to the Northern District of California in San Francisco,
California. The Company believes that it has meritorious defenses to the claims made in the Complaint
on both invalidity and non-infringement grounds, and intends to defend the suit vigorously. Business
Objects, S.A. contends that there was no prior software or other prior art which allowed users to
associate a familiar name with a query or which permitted retrieved values to be semantically dynamic.
The Company has contended that, if the patent were construed to cover the Company's current
products, the patent would then also cover prior art products, rendering the patent invalid. Business
Objects, S.A. contends that there are material differences between those prior art products and the
Company's current products. Business Objects, S.A. also contends that the patent is valid because it has
been commercially successful and widely copied in the industry. The Company disputes these
contentions. The Company and Business Objects, S.A. are currently conducting discovery and are
awaiting a date for the claims construction hearing. The pending litigation could result in substantial
expense to the Company and significant diversion of effort by the Company's technical and
management personnel. The Complaint seeks injunctive relief and unspecified monetary damages, and
Business Objects, S.A. is expected to seek lost profits and/or equivalent royalties. The Complaint also
alleges willful infringement, and seeks treble damages, costs and attorneys' fees. Litigation is subject to
inherent uncertainties, especially in cases such as this where complex technical issues must be decided.
The Company's defense of this litigation, regardless of the merits of the Complaint or lack thereof,
could be time-consuming or costly, or divert the attention of technical and management personnel,
which could have a material adverse effect upon the Company's business, operating results and
financial condition. There can be no assurance that the Company will prevail in the litigation given the
complex technical issues and inherent uncertainties in patent litigation, particularly before the claims
have been construed by the Court. In the event the Company is unsuccessful in the litigation, the

Company may be required to pay damages to Business Objects, S.A. and could be prohibited from



marketing certain of its products without a license, which license may not be available on acceptable
terms. If the Company is unable to obtain such a license, the Company may be required to license a
substitute technology or redesign to avoid infringement, in which case the Company's business,
operating results and financial condition could be materially adversely affected. See "Risk Factors--

Litigation with Business Objects, S.A." and "Business--Proprietary Rights."

Employees

As of December 31, 1997, the Company had 200 employees, including 111 in sales and marketing, 21
in services and support, 43 in research and development and 25 in general and administrative
functions. The Company believes its employee relations are good. The Company's success depends to a
significant degree upon the continued contributions of its key management, engineering, sales and
marketing personnel, many of whom would be difficult to replace. The Company has employment
contracts with only two members of its executive management personnel, and currently maintains "key
person" life insurance only on Yorgen Edholm, the Company's President and Chief Executive Officer,
and Katherine Glassey, the Company's Executive Vice President, Products and Services and Chief
Technology Officer. The Company does not believe such insurance would adequately compensate it for
the loss of either Mr. Edholm or Ms. Glassey. The Company believes its future success will also depend
in large part upon its ability to attract and retain highly skilled managerial, engineering, sales and
marketing and finance personnel. Competition for such personnel is intense, and there can be no
assurance that the Company will be successful in attracting and retaining such personnel. The loss of
the services of any of the key personnel, the inability to attract or retain qualified personnel in the
future or delays in either hiring required personnel or the rate at which new people become productive,
particularly sales personnel and engineers, could have a material adverse effect on the Company's
business, operating results and financial condition. See "Risk Factors--Dependence on Key Personnel

and Hiring of Additional Personnel."

Facilities

The Company's principal executive offices are located in Palo Alto, California where the Company
leases approximately 12,145 square feet under a lease that expires in October 2003. Effective March
1998, the Company will lease approximately 30,000 square feet in Palo Alto, California under a lease
that expires in March 2000. The Company also leases approximately 17,895 square feet in an adjacent
facility in Palo Alto, California under a lease that expires in May 1998. The Company has no plans to
renew this lease upon expiration. The Company also leases space (typically less than 4,000 square feet)
in various geographic locations primarily for sales and support personnel. The Company believes that
its current facilities are adequate to meet its needs through the end of 1999, at which time the

Company may need to lease additional space.



Management

Executive Officers and Directors

The executive officers and directors of the Company and their ages as of March 31, 1998 are as follows:

Name Age Position(s)

Yorgen H. Edholm..................... 42 President, Chief Executive Officer and Chairman of the Board of
Directors Katherine Glassey.........cccuuu... 40 Executive Vice President, Products and Services, Chief
Technology Officer and Director Robert W. Currie..........ccccuu.... 52 Executive Vice President, Worldwide
Operations Chris M. Grejtak........cceueueeee. 49 Executive Vice President, Marketing Karen J.
Willem.....cooeovueuemneeee 42 Executive Vice President, Finance and Operations and Chief Financial Officer E.
Floyd Kvamme(1)(2).....ccceceuuun. 60 Director Bernard J. Lacroute(1)(2)............ 54 Director Norman L.
Vincent(1)(2)....ccu...... 64 Director (1) Member of Audit Committee (2) Member of Compensation
Committee YORGEN H. EDHOLM is a co-founder of the Company and has been its President, Chief
Executive Officer and Chairman of the Board of Directors since inception. Prior to founding the
Company, Mr. Edholm was a manager with the Management Consulting Division of Arthur Young &
Company in New York (now Ernst & Young, LLP) where he co-founded the microcomputer-based
Decision Support Systems Group. Before that, Mr. Edholm was a product manager with Industri
Mathematic AB in Stockholm, Sweden. Mr. Edholm holds a M.S. degree in Computer Science and
Applied Mathematics from the School of Physical Engineering at the Royal Institute of Technology in
Stockholm, Sweden and an M.B.A. degree in Organizational Behavior and International Economics
from the Stockholm School of Economics in Stockholm, Sweden. Mr. Edholm is the spouse of
Katherine Glassey.

KATHERINE GLASSEY is a co-founder of the Company and has been its Executive Vice President of
Products and Services and Chief Technology Officer since January 1997 and has been a director since
inception. Prior to joining the Company, Ms. Glassey established and managed application
development and consulting organizations for Metaphor Computer Systems, Inc. ("Metaphor"), a
decision support hardware and software company. Before joining Metaphor, Ms. Glassey was a Senior
Consultant with the Management Consulting Division of Arthur Young & Company in New York.
During that time, she co-founded the microcomputer-based Decision Support Systems Group whose
charter was to use personal computers to enable end-users to make decisions based on corporate data.
Ms. Glassey holds a B.S. degree in Operations Research from Cornell University with a Minor in

English Literature. Ms. Glassey is the spouse of Yorgen H. Edholm.

ROBERT W. CURRIE joined the Company in September 1996 as Executive Vice President of
Worldwide Operations. Prior to joining the Company, Mr. Currie was Vice President and General

Manager of North American Operations at Sybase, Inc., a database software and systems company,



from July 1995 to July 1996. From December 1993 to July 1995, Mr. Currie was Vice President and
General Manager of European Operations at Sybase, Inc. Mr. Currie holds a B.S. degree in Business

Administration from the University of Massachusetts.

CHRIS M. GREJTAK joined the Company in January 1997 as Executive Vice President, Marketing.
Prior to joining the Company, Mr. Grejtak was Vice President, Marketing at Red Brick Systems, Inc., a
data warehousing company, from December 1995 to December 1996. From July 1995 to December
1995, he was Vice President, Sales and Marketing at Avistar Systems, Inc., a video desktop
conferencing software and hardware company. Mr. Grejtak was Vice President, Marketing at Network
General Corporation ("Network General"), a network management software company, from November
1994 to June 1995. From August 1992 to November 1994, he was a Vice President and then President
and CEO of Metaphor. Mr. Grejtak holds a B.A. degree in Sociology from Middlebury College.

KAREN J. WILLEM joined the Company in August 1997 as Executive Vice President, Finance and
Operations and Chief Financial Officer. Prior to joining the Company, Ms. Willem was Vice President,
Worldwide Sales Operations from April 1995 to January 1997 at Network General. From July 1991 to
March 1995, Ms. Willem was Vice President and Corporate Controller at Network General. Ms. Willem
holds a B.S. degree in Biology from Bucknell University and an M.B.A. degree in Finance from the
University of Pittsburgh.

E. FLOYD KVAMME has been a director of the Company since March 1995. He is currently also a
director of TriQuint Semiconductor, Inc., Harmonic Lightwaves, Inc., Photon Dynamics, Inc., and
several privately held companies. He has been a partner of Kleiner Perkins Caufield & Byers, a venture
capital firm, since 1984. He holds a Bachelor of Science degree in engineering from the University of

California and a Master of Science degree in engineering from Syracuse University.

BERNARD J. LACROUTE has been a director of the Company since March 1995. He is currently also a
director of several privately held companies. Mr. Lacroute has been a partner with Kleiner Perkins
Caufield & Byers since 1989. Prior to joining Kleiner Perkins Caufield & Byers, Mr. Lacroute held a
number of Senior Executive positions in leading high technology firms including Digital Equipment
Corporation and Sun Microsystems, Inc. Mr. Lacroute holds graduate degrees in Physics from the
University of Grenoble and in Engineering from the Ecole Nationale Superieure d'Ingenieurs, as well as

an M.S. degree in Electrical Engineering from the University of Michigan.

NORMAN L. VINCENT has been a director of the Company since November 1995. From 1960 until
1995, Mr. Vincent held various positions at State Farm Mutual Auto Insurance Company ("State Farm")
including, most recently, head of the systems department (Systems Vice President). During part of his
tenure at State Farm, Mr. Vincent was a member of the Research Board, a private organization of Chief
Information Officers. He currently serves on the board of NeoVista Solutions, Inc. Mr. Vincent holds a
degree in Psychology from the University of Wisconsin, as well as an M.S. and a Ph.D. in Industrial

Psychology from Purdue University.



Executive Officers

The Company's executive officers are appointed by, and serve at the discretion of, the Board of

Directors. Each executive officer is a full-time employee of the Company.

Board Composition

The Company currently has authorized six directors. In accordance with the terms of the Company's
Restated Certificate of Incorporation, effective at the time the Company becomes a Listed Corporation
within the meaning of Section 301.5 of the California Corporations Code, the terms of office of the
Board of Directors will be divided into two classes: Class I, whose term will expire at the annual
meeting of stockholders to be held in 1999 and Class II, whose term will expire at the annual meeting
of stockholders to be held in 2000. The Class I directors are Mr. Kvamme, Mr. Vincent and Ms. Glassey,
and the Class II directors are Mr. Edholm and Mr. Lacroute. At each annual meeting of stockholders
after the initial classification, the successors to directors whose terms will then expire will be elected to
serve from the time of election and qualification until the second annual meeting following election.
Any additional directorships resulting from an increase in the number of directors will be distributed
among the two classes so that, as nearly as possible, each class will consist of one-half of the directors.
This classification of the Board of Directors may have the effect of delaying or preventing changes in
control or management of the Company. Directors of the Company may be removed, with or without

cause, by the affirmative vote of the holders of a majority of the Common Stock.

Board Committees

The Board of Directors has two committees, an Audit Committee and a Compensation Committee. The
Board's Audit Committee currently consists of Messrs. Kvamme, Lacroute and Vincent. The Audit
Committee reviews the Company's annual audit and meets with the Company's independent auditors
to review the Company's internal accounting procedures and financial management practices. The
Compensation Committee currently consists of Messrs. Kvamme, Lacroute and Vincent. The
Compensation Committee recommends compensation and benefits for certain of the Company's
executive officers to the Board, reviews general policy relating to compensation and benefits of
employees of the Company, and administers the Company's Stock Plans.

Compensation Committee Interlocks and Insider Participation

None of the members of the Compensation Committee of the Board is currently or has been, at any
time since the formation of the Company, an officer or employee of the Company. No executive officer
of the Company serves as a member of the Board of Directors or compensation committee of any
entity that has one or more executive officers serving on the Company's Board or Compensation

Committee.



Director Compensation

Except for Mr. Vincent, who receives $500 per meeting for his attendance at meetings of the Board of
Directors, the Company does not currently provide cash compensation to directors for services in such
capacity. Directors may, however, be reimbursed for certain expenses in connection with attendance at
Board and Committee meetings. Directors are eligible to participate in the Company's Stock Plans and,
beginning in 1998, employee directors will also be eligible to participate in the Company's 1998
Employee Stock Purchase Plan and non-employee directors will also be eligible to participate in the
1998 Directors' Stock Option Plan. In December 1996, Mr. Vincent was granted an option to purchase
12,500 shares of Common Stock at an exercise price of $0.60 per share subject to a twenty-five month
vesting schedule. In March 1989, Mr. Edholm and Ms. Glassey purchased 3,750,000 shares and
1,250,000 shares, respectively, of restricted Common Stock. See "--Stock Plans."

Executive Compensation

SUMMARY COMPENSATION TABLE. The following table sets forth certain estimated compensation
awarded or paid by the Company during the fiscal year ended March 31, 1998 ("Last Fiscal Year") to its
President, Chief Executive Officer and Chairman of the Board of Directors and the Company's other
four most highly compensated executive officers, each of whose aggregate compensation during the
Last Fiscal Year exceeded $100,000 (collectively, the "Named Executive Officers"):

Summary Compensation Table

LONG-TERM
COMPENSATION
AWARDS
NUMBER OF
ANNUAL COMPENSATION SECURITIES
———————————————————— UNDERLYING
NAME AND PRINCIPAL POSITION SALARY  BONUS(1) OPTIONS
Yorgen H. Edholm......c.cccecvuveuncnnee. $ 175,000% 42,112 -- President, Chief Executive Officer and
Chairman of the Board of Directors Katherine Glassey........cccececvurunene. 145,000 31,584 -- Executive Vice
President, Products and Services, Chief Technology Officer and Director Robert W.
(@151 [T 170,000 69,934(2) -- Executive Vice President and General Manager, Worldwide
Operations Chris M. Grejtak.......c.cccocecececcncne 175,000 21,056 25,000 Executive Vice President,
Marketing Karen J. Willem(3)......ccecvurevencncee 99,519 21,056 87,500 Executive Vice President, Finance

and Operations, and Chief Financial Officer (1) Includes amounts estimated to be earned in the Last
Fiscal Year with respect to such individual's performance in the quarter ending March 31, 1998. (2)
Represents sales commission. (3) Ms. Willem joined the Company in August 1997. Ms. Willem's
annualized salary is $150,000.

Option Grants. The following table provides certain estimated information regarding stock options

granted to the Named Executive Officers during the Last Fiscal Year.



POTENTIAL REALIZABLE VALUE AT ASSUMED ANNUAL RATES OF STOCK PRICE
APPRECIATION FOR INDIVIDUAL GRANTS OPTION TERM(4) NUMBER OF PERCENTAGE OF
SECURITIES TOTAL OPTIONS UNDERLYING GRANTED TO EXERCISE OPTIONS EMPLOYEES
IN PRICE EXPIRATION NAME GRANTED(1) FISCAL YEAR(2) PER SHARE (3) DATE 5% 10%
Yorgen H. Edholm........ -- -- -- -- -- --

Katherine Glassey....... -- -- -- - - -
Robert W. Currie........ -- - -- - - -

Chris M. Grejtak........ 25,000 3.5% $1.20 06/18/2002 $ 8,288 $ 18,315
Karen J. Willem......... 75,000 10.6 2.00 08/20/2002 41,442 91,577
12,500 1.8 6.00 11/25/2002 20,721 45,788

Option Grants in Last Fiscal Year

(1) With respect to Mr. Grejtak's option, 1/48 of the total shares vest on each monthly anniversary of
the vesting commencement date. With respect to Ms. Willem's options, (i) the option to purchase
75,000 shares vests at the rate of 1/4 of such shares one year from the vesting commencement date,
and 1/48th of the total shares on each monthly anniversary of the vesting commencement date
thereafter and (ii) the option to purchase 12,500 shares vests at the rate of 1/48 of the total shares on
each monthly anniversary of the vesting commencement date. The options expire five years from the
date of grant, or earlier upon termination of employment. See "--Stock Plans--1992 Stock Option Plan."
(2) Based on an aggregate of 705,597 options granted to employees, consultants and directors during
the eleven months ended February 28, 1998.

(3) The exercise price per share of each option was equal to the fair value of the Common Stock on the
date of grant as determined by the Board of Directors. See Note 8 of Notes to Consolidated Financial
Statements. (4) The 5% and 10% assumed annual rates of compounded stock price appreciation are
mandated by the rules of the SEC. There can be no assurance that the actual stock price appreciation
over the five-year option term will be at the assumed 5% and 10% levels or at any other defined level.
Unless the market price of the Common Stock appreciates over the option term, no value will be

realized from the option grants made to the Named Executive Officers.

Option Holdings. The following table sets forth for each of the Named Executive Officers the number

and value of securities underlying unexercised options held by each of the Named Executive Officers as
of March 31, 1998.

Year-end Option Holdings and Values

NAME

Yorgen H. Edholm............
Katherine Glassey...........
Robert W. Currie............
Chris M. Grejtak............
Karen J. Willem.............

NUMBER OF SECURITIES
UNDERLYING UNEXERCISED
OPTIONS AT MARCH 31, 1998
EXERCISABLE UNEXERCISABLE

87,240 175,260
16,146 33,854
521 86,979

VALUE OF UNEXERCISED
IN-THE-MONEY OPTIONS
AT MARCH 31, 1998(1)
EXERCISABLE UNEXERCISABLE



(1) Value realized and value of unexercised in-the-money options is based on a value of $ .00 per share
of the Company's Common Stock, the assumed initial public offering price. Amounts reflected are
based on the assumed value minus the exercise price multiplied by the number of shares acquired on

exercise.

Employment Agreements

In June 1994, the Company entered into an agreement with Mr. Edholm providing that, in the case of
involuntary termination six months prior to or twelve months after a change in control of the
Company, salary will continue to be paid for a period of six months from the date of termination and

all stock options and restricted stock then held by Mr. Edholm will become fully vested and exercisable.

In October 1996, the Company entered into an agreement with Mr. Currie providing that, in the case
of involuntary termination six months prior to or twelve months after a change in control of the
Company, salary will continue to be paid for a period of six months from the date of termination and

all stock options and restricted stock then held by Mr. Currie will become fully vested and exercisable.

In August 1997, the Company entered into an agreement with Ms. Willem providing that, in the case
of involuntary termination six months prior to or twelve months after an acquisition of the Company,
the vesting of all of the stock options and restricted stock then held by Ms. Willem will accelerate as if

an additional year of service had been rendered.

Stock Plans

1992 Stock Option Plan. The Company's 1992 Stock Option Plan (the "1992 Plan") was adopted by the
Board of Directors in January 1992 and approved by the stockholders in June 1992. A total of
1,250,000 shares of Common Stock were reserved at that time for issuance under the 1992 Plan. An
increase of 429,795 shares in the number of shares reserved for issuance under the 1992 Plan, to a
total of 1,679,795 shares of Common Stock issuable thereunder, was authorized by the Board of
Directors and approved by the stockholders in March 1995. An additional increase of 400,000 shares
in the number of shares reserved for issuance under the 1992 Plan, to a total of 2,079,795 shares of
Common Stock issuable thereunder, was authorized by the Board of Directors and approved by the
stockholders in May 1996. As of December 31, 1997, 784,901 options to purchase any shares of
Common Stock had been exercised, options to purchase a total of 1,204,562 shares at a weighted
average exercise price of $1.79 per share were outstanding and 130,229 shares remained available for

future option grants under the 1992 Plan.

The purposes of the 1992 Plan are to attract, retain and reward persons providing services to the
Company and to motivate such persons to contribute to the growth of the Company. The 1992 Plan
provides for the granting to employees, including officers and employee directors, of incentive stock
options within the meaning of Section 422 of the Code and for the granting to employees, consultants

and advisors of nonstatutory stock options. To the extent an optionee would have the right in any



calendar year to exercise for the first time one or more incentive stock options for shares having an
aggregate fair market value (under all plans of the Company and determined for each share as of the
date the option to purchase the shares was granted) in excess of $100,000, any such excess options
shall be treated as nonqualified stock options. If not terminated earlier, the 1992 Plan will terminate in
January 2002.

The 1992 Plan is administered by the Board of Directors (the "1992 Administrator"). The 1992
Administrator has the power to determine which of the persons eligible under the 1992 Plan shall be
granted options; when and how an option shall be granted; whether an option will be an incentive
stock option or a nonqualified stock option; the provisions of each option granted (which need not be
identical), including the time or times when a person shall be permitted to receive an option; and the
number of shares with respect to which option shall be granted to each such person. Options granted
under the 1992 Plan are not generally transferable by the optionee. Options granted under the 1992
Plan may be exercised within ninety days after termination of employment or consulting status,
provided however that options must be exercised within 12 months after an optionee's termination by
death or 12 months after an optionee's termination due to optionee's disability, and in any event no
later than the expiration of the option's five year term. The exercise price of options must be at least
equal to the fair market value of the Common Stock on the date of grant, unless such option is granted
pursuant to an assumption or substitution for another option in a manner qualifying under the
provisions of Section 425(a) of the Code. Under the Company's standard form of option agreement,
the initial option grant vests over four years, with 25% vesting on the annual anniversary of the vesting
commencement date and an additional 1/48 vesting on each monthly anniversary thereafter. For
subsequent option grants, the option shares typically vest at a rate of 1/48 of such shares on each
monthly anniversary following the grant date. The 1992 Administrator has the power to accelerate the
time at which an option may first be exercised or the time during which an option or any part thereof
will vest, notwithstanding the provisions in the option agreement. In the event of a dissolution, sale of
substantially all of the Company's assets, merger, reverse merger, or consolidation of the Company with
or into another corporation, the Board may have the surviving corporation assume the options granted
under the 1992 Plan, or substitute similar options, continue the options in full force and effect or
accelerate vesting thereof. The Company does not intend to grant any new options under the 1992

Plan following completion of this Offering.

1998 Stock Option Plan. The Company's 1998 Stock Option Plan (the "1998 Plan") was adopted by the
Board of Directors in February 1998 and will be submitted to the stockholders for approval in April
1998. A total of 2,250,000 shares of Common Stock have been reserved for issuance under the 1998
Plan, plus an automatic annual increase on the first day of each of the Company's fiscal years in 1999,
2000, and 2001 equal to the lesser of 600,000 shares or three percent (3%) of the Company's
outstanding Common Stock on the last day of the immediately preceding fiscal year. No options have
been granted under the 1998 Plan.

The purposes of the 1998 Plan are to attract and retain the best available personnel to the Company, to
provide additional incentives to the Company's employees and consultants and to promote the success

of the Company's business. The 1998 Plan provides for the granting to employees, including officers



and directors, of incentive stock options within the meaning of Section 422 of the Code and for the
granting to employees and consultants, including nonemployee directors, of nonstatutory stock
options. To the extent an optionee would have the right in any calendar year to exercise for the first
time one or more incentive stock options for shares having an aggregate fair market value (under all
plans of the Company and determined for each share as of the date the option to purchase the shares
was granted) in excess of $100,000, any such excess options shall be treated as nonstatutory stock

options. If not terminated earlier, the 1998 Plan will terminate in February 2008.

The 1998 Plan may be administered by the Board of Directors or a committee appointed by the Board
which shall be constituted in such a manner as to comply with applicable law (the "1998
Administrator"). The 1998 Administrator has the power to select the consultants and employees to
whom options may be granted, to determine the terms of the options granted including the exercise
price, the number of shares subject to the option and the exercisability thereof, and the form of
consideration payable upon exercise. Options granted under the 1998 Plan are not generally
transferable by the optionee; provided, however, that the maximum number of shares which may be
subject to options granted to any employee for any fiscal year or the Company shall be 1,000,000. Such
limitation shall not take effect until the earliest date required under Section 162(m) of the Code.
Options granted under the 1998 Plan must be exercised within 30 days after termination of’
employment or consulting status, provided however that options must generally be exercised within six
months after an optionee's termination by death or by disability, and in any event no later than the
expiration of the option's ten year term. The exercise price of stock options must be at least equal to the
fair market value of the Common Stock on the date of grant; provided, however, that the exercise price
of any stock option granted to a holder of more than 10% of the total combined voting power of all
classes of stock of the Company must equal at least 110% of the fair market value of the Company
Stock on the date of grant. Initial grants made under the Company's standard form of option
agreement typically vest over four years, with 25% vesting on the 12 month anniversary of the vesting
commencement date and with 1/48 vesting on each monthly anniversary thereafter. For subsequent
option grants, the option shares typically vest at a rate of 1/48 of such shares on each monthly
anniversary following the grant date. In the event of a dissolution or liquidation, to the extent it has not
been previously exercised, the option will terminate immediately prior to the consummation of such
proposed action. In the event of a proposed sale of all or substantially all of the Company's assets,
merger of the Company with or into another corporation, each outstanding option or stock purchase
right shall be assumed or an equivalent option or right substituted by the successor corporation, unless
the Administrator determines that the optionee shall have the right to exercise the option as to some or
all of the optioned stock, including shares as to which the option would not otherwise be exercisable,

for a thirty day period.

1998 Employee Stock Purchase Plan. The Company's 1998 Employee Stock Purchase Plan (the
"Purchase Plan") was adopted by the Board of Directors in February 1998 and will be submitted to the
stockholders for approval in April 1998. A total of 500,000 shares of Common Stock has been reserved



for issuance under the Purchase Plan, plus an automatic annual increase on the first day of each of the
Company's fiscal years in 1999, 2000, and 2001 equal to the lesser of 300,000 shares or 2% of the

Company's outstanding Common Stock or the last day of the immediately preceding fiscal year.

The Purchase Plan, which is intended to qualify under Section 423 of the Code, will be implemented
by a series of offering periods of twenty-four month duration, with the first such offering period
commencing on the effective date of this Registration Statement and ending on April 30, 2000. Each
offering period after the first offering period will commence on or about May 1 and November 1 of
each year. Each offering period will consist of four consecutive purchase periods of six months
duration, with the last day of each period being designated a purchase date. The first purchase date will
occur on October 31, 1998, with subsequent purchase dates to occur every six months thereafter. The
Purchase Plan will be administered by the Board of Directors or a committee named by the Board.
Employees (including officers and employee directors) of the Company, or of any majority-owned
subsidiary designated by the Board, are eligible to participate in the Purchase Plan if they are employed
by the Company or any such subsidiary for at least 20 hours per week and more than five months per
year. The Purchase Plan permits eligible employees to purchase Common Stock through payroll
deductions, which may not exceed 20% nor equal less than 1% of an employee's compensation, at a
price equal to the lower of 85% of the fair market value of the Company's Common Stock at the
beginning of the offering period or the purchase date. If the fair market value of the Common Stock on
a purchase date is less than the fair market value at the beginning of the offering period, a new twenty-
four month offering period will automatically being on the first business day following the purchase
date with a new fair market value. Employees may end their participation in the offering at any time
during the offering period, and participation ends automatically on termination of employment with

the Company. If not terminated earlier, the Purchase Plan will have a term of 20 years.

The Purchase Plan provides that in the event of the proposed dissolution or liquidation of the
Company, the Offering Period will terminate immediately prior to the consummation of such proposed
action, unless otherwise provided by the Board. In the event of a merger of the Company with or into
another corporation or a sale of all or substantially all of the Company's assets, each right to purchase
stock under the Purchase Plan will be assumed or an equivalent right substituted by the successor
corporation unless the Board of Directors shortens the offering period so that employees' rights to
purchase stock under the Purchase Plan are exercised prior to the merger or sale of assets. The Board of
Directors has the power to amend or terminate the Purchase Plan as long as such action does not

adversely affect any outstanding rights to purchase stock thereunder.

1998 Directors' Stock Option Plan. The 1998 Directors' Stock Option Plan (the "Directors' Plan") was
adopted by the Board of Directors in February 1998 and will be submitted for approval by the
stockholders for approval in April 1998. A total of 300,000 shares of Common Stock has been reserved
for issuance under the Directors' Plan. The Directors' Plan provides for the automatic grant of
nonstatutory stock options to nonemployee directors of the Company. The Directors' Plan is designed
to work automatically without administration; however, to the extent administration is necessary, it

will be performed by the Board of Directors.



The Directors' Plan provides that each person who first becomes a nonemployee director of the
Company after the date of this offering shall be granted a nonstatutory stock option to purchase
20,000 shares of Common Stock (the "First Option") on the date on which the optionee first becomes a
nonemployee director of the Company. The First Option will not be granted to individuals serving as
nonemployee directors as of the date of this offering. Thereafter, on the date of each annual meeting of
the Company's stockholders following which a nonemployee director is serving on the Board of
Directors, each nonemployee director (including directors who were not granted a First Option prior to
the date of such annual meeting) shall be granted an option to purchase 5,000 shares of Common
Stock (a "Subsequent Option") if, on such date, he or she has served on the Company's Board of

Directors for at least six months.

The Directors' Plan sets neither a maximum nor a minimum number of shares for which options may
be granted to any one nonemployee director, but does specify the number of shares that may be
included in any grant and the method of making a grant. No option granted under the Directors' Plan is
transferable by the optionee other than by will or the laws of descent or distribution or pursuant to the
terms of a qualified domestic relations order, and each option is exercisable, during the lifetime of the
optionee, only by such optionee. The Directors' Plan provides that the First Option shall become
exercisable in installments of 25% of the total number of shares subject to the First Option on each of
the first, second, third and fourth anniversaries of the date of grant of the First Option; each
Subsequent Option shall become exercisable in full on the day before the first anniversary of the date
of grant of that Subsequent Option. The exercise price of all stock options granted under the Directors'
Plan shall be equal to the fair market value of a share of the Company's Common Stock on the date of

grant of the option. Options granted under the Directors' Plan have a term of ten years.

In the event of the dissolution or liquidation of the Company, a sale of all or substantially all of the
assets of the Company, the merger of the Company with or into another corporation in which the
Company is not the surviving corporation or any other capital reorganization in which more than 50%
of the shares of the Company entitled to vote are exchanged, the Company shall give to each
nonemployee director either (i) a reasonable time within which to exercise the option, including any
part of the option that would not otherwise be exercisable, prior to the effectiveness of any such
transaction at the end of which time the Option shall terminate, or (ii) the right to exercise the option,
including any part of the option that would not otherwise be exercisable (or receive a substitute option
with comparable terms) as to an equivalent number of shares of stock of the corporation succeeding
the Company or acquiring its business by reason of any such transaction. The Board of Directors may
amend or terminate the Directors' Plan; provided, however, that no such action may adversely affect

any outstanding option. If not terminated earlier, the Directors' Plan will have a term of ten years.

Limitation of Liability and Indemnification Matters

As permitted by the Delaware General Corporation Law (the "Delaware Law"), the Company has
included in its Restated Certificate of Incorporation a provision to eliminate the personal liability of its

officers and directors for monetary damages for breach or alleged breach of their fiduciary duties as



officers or directors, respectively, except to the extent otherwise required by Delaware Law. Such
limitation of liability does not affect the availability of equitable remedies such as injunctive relief or
rescission. In addition, the Company's Bylaws provide that the Company is required to indemnify its
officers and directors under certain circumstances, including those circumstances in which
indemnification would otherwise be discretionary, and the Company is required to advance expenses
to its officers and directors as incurred in connection with proceedings against them for which they
may be indemnified. The Company has entered into indemnification agreements with its officers and
directors containing provisions that are in some respects broader than the specific indemnification
provisions contained in the Delaware Law. The indemnification agreements require the Company,
among other things, to indemnify such officers and directors against certain liabilities that may arise by
reason of their status or service as officers and directors (other than liabilities arising from willful
misconduct of a culpable nature), to advance their expenses incurred as a result of any proceeding
against them as to which they could be indemnified, and to obtain directors' and officers' insurance if
available on reasonable terms. The Company has also obtained directors' and officers' liability
insurance with respect to liabilities arising out of certain matters, including matters under the
Securities Act. The Company believes that its charter provisions and indemnification agreements are

necessary to attract and retain qualified persons as directors and officers.

At present, the Company is not aware of any pending or threatened litigation or proceeding involving a
director, officer, employee or agent of the Company in which indemnification would be required or
permitted. The Company is not aware of any threatened litigation or proceeding that might resultin a

claim for such indemnification.

Certain Relationships and Related Transactions

Since January 31, 1995, the Company has issued, in private placement transactions (collectively, the
"Private Placement Transactions"), shares of Preferred Stock as follows: an aggregate of 2,496,756
shares of Series A Preferred Stock at $1.542 per share in March 1995, an aggregate of 2,117,147
shares of Series B Preferred Stock at $2.834 per share in June 1996 and an aggregate of 852,269
shares of Series C Preferred Stock at $7.04 per share in June 1997. Each share of Series A, Series B and
Series C Preferred Stock is convertible into one share of Common Stock. The purchasers of the Series
A Preferred Stock, the Series B Preferred Stock and the Series C Preferred Stock included, among
others, the following Named Executive Officers, directors and 5% stockholders of the Company and

persons and entities associated with them:

SERIES A SERIES B SERIES C PREFERRED PREFERRED PREFERRED INVESTOR(1) STOCK
STOCK STOCK Kleiner Perkins Caufield 2,269,780 705,716 71,022 & Byers VIL............ (E. Floyd
Kvamme and Bernard J. Lacroute)(2)(3) Integral Capital Partners(2)(4)......... --705,716 99,431 (1)
Shares held by affiliated persons and entities have been aggregated. See "Principal Stockholders." (2)
Holder is a 5% stockholder. (3) Includes shares held by Kleiner Perkins Caufield & Byers VII and KPCB
Information Sciences Zaibatsu Fund II. (4) Includes shares held by Integral Capital Partners III, L..P. and

Integral Capital Partners International II C.V.



In December 1996, the Company issued to Management Decisions Limited a warrant to purchase
10,000 shares of Common Stock at an exercise price of $0.60 per share. The Company expects these

warrants will be exercised immediately prior to the completion of this Offering.

In December 1996, Chris Grejtak exercised an option to purchase 50,000 shares of the Company's
Common Stock and entered into a Notice of Early Exercise and Restricted Stock Purchase Agreement
with respect to such exercise. Mr. Grejtak paid the $0.60 exercise price per share of such shares by
delivery of a five year full-recourse promissory note bearing interest at the rate of 6.31% per annum.
The note, which is full-recourse, is secured by the shares of Common Stock purchased by Mr. Grejtak.
The maximum indebtedness under the note during the year ended March 31, 1998 was $32,403.

In July 1997, the Company loaned Yorgen Edholm $400,000 pursuant to a full- recourse Secured
Promissory Note bearing interest at a rate of 6.07% per annum. The note was repaid in full in
December 1997. The maximum indebtedness under the note during the nine months ended December
31,1997 was $408,877.

In June 1994, the Company entered into an agreement with Mr. Edholm providing that, in the case of
involuntary termination six months prior to or twelve months after a change in control of the
Company, salary will continue to be paid for a period of six months from the date of termination and

all stock options and restricted stock then held by Mr. Edholm will become fully vested and exercisable.

In October 1996, the Company entered into an agreement with Mr. Currie providing that, in the case
of involuntary termination six months prior to or twelve months after a change in control of the
Company, salary will continue to be paid for a period of six months from the date of termination and

all stock options and restricted stock then held by Mr. Currie will become fully vested and exercisable.

In August 1997, the Company entered into an agreement with Ms. Willem providing that, in the case
of involuntary termination six months prior to or twelve months after an acquisition of the Company,
the vesting of all of the stock options and restricted stock then held by Ms. Willem will accelerate as if

an additional year of service had been rendered.

The Company has entered into indemnification agreements with its officers and directors containing
provisions which may require the Company, among other things, to indemnify its officers and directors
against certain liabilities that may arise by reason of their status or service as officers or directors (other
than liabilities arising from willful misconduct of a culpable nature) and to advance their expenses
incurred as a result of any proceeding against them as to which they could be indemnified. The
Company also intends to execute such agreements with its future directors and executive officers. See

"Management--Limitation of Liability and Indemnification Matters."

In the past, the Company has granted options to certain of its executive officers. The Company intends
to continue to grant options to its officers in the future. See "Management--Option Grants in Last

Fiscal Year" and "Principal and Selling Stockholders."

The Company believes that all of the transactions set forth above were in its best interests. As a matter
of policy, the transactions were, and all future transactions between the Company and its officers,

directors, principal stockholders and affiliates will be approved by a majority of the Board of Directors,



including a majority of the independent and disinterested directors on the Board of Directors, and will

be on terms no less favorable to the Company than could be obtained from unaffiliated third parties.

Principal and Selling Stockholders

The following table sets forth certain information regarding the beneficial ownership of the Company's
Common Stock as of December 31, 1997 and as adjusted to reflect the sale of the Common Stock
offered by this Prospectus by (i) each stockholder who is known by the Company to own beneficially
more than 5% of the Common Stock,, (ii) each Named Executive Officer of the Company, (iii) each

director of the Company, and (iv) all directors and executive officers of the Company as a group.

SHARES BENEFICIALLY SHARES BENEFICIALLY
OWNED OWNED
PRIOR TO OFFERING (1) AFTER OFFERING (1)
OFFICERS, SHARES
DIRECTORS AND PRINCIPAL STOCKHOLDERS NUMBER PERCENT(2) OFFERED (3) NUMBER PERCENT(2)

Entities affiliated with Kleiner Perkins 3,046,518 27.2% -- 3,046,518 Caufield & Byers(4).... 2750 Sand
Hill Road, Suite 250 Menlo Park, CA 94025 Entities affiliated with Integral Capital 805,147 7.2 --
805,147 Partners(5)............ 2750 Sand Hill Road Menlo Park, CA 94025 Yorgen H. Edholm(6).....
4,999,996 44.6 125,000 4,874,996 Katherine Glassey(6).... 4,999,996 44.6 125,000 4,874,996 Robert
W. Currie(7)..... 87,240 * -- 87,240 Chris M. Grejtak(8)..... 66,146 * -- 66,146 Karen J. Willem(9)...... 521
*-- 521 E. Floyd Kvamme(10)..... 3,046,518 27.2 -- 3,046,518 Kleiner Perkins Caufield & Byers 2750
Sand Hill Road Menlo Park, CA 94025 Bernard J. Lacroute(11). 3,046,518 27.2 -- 3,046,518 Kleiner
Perkins Caufield & Byers 2750 Sand Hill Road Menlo Park, CA 94025 Norman L. Vincent(12)... 12,500
*-- 12,500 All directors and executive officers as a group (8 persons) (13). 8,212,921 72.5 125,000
8,087,920 * Represents beneficial ownership of less than 1% of the Company's Common Stock. (1)
Assumes no exercise of the Underwriters' over-allotment option and no exercise of outstanding
warrants. Except pursuant to applicable community property laws or as indicated in the footnotes to
this table, to the Company's knowledge, each stockholder identified in the table possesses sole voting
and investment power with respect to all shares of Common Stock shown as beneficially owned by
such stockholder. (2) Applicable percentage of ownership for each stockholder is based on 11,211,172
shares of Common Stock outstanding as of December 31, 1997 together with applicable options for
such stockholders. Beneficial ownership is determined in accordance with the rules of the SEC. The
number of shares beneficially owned by a person includes shares of Common Stock subject to options
held by that person that are currently exercisable or exercisable within 60 days of December 31, 1997.
Such shares issuable pursuant to such options are deemed outstanding for computing the percentage
ownership of the person holding such options but are not deemed outstanding for the purposes of
computing the percentage ownership of each other person. Unless otherwise indicated, the address of
each of the individuals named above is: c/o Brio Technology, Inc., 3430 West Bayshore Road, Palo Alto,
CA 94303. (3) Consists of 93,750 shares and 31,250 shares to be sold in this Offering by Mr. Edholm
and Ms. Glassey, respectively. Additionally, if the Underwriter's over-allotment option is exercised in
full, Mr. Edholm and Ms.



Glassey will sell an additional 93,750 shares and 31,250 shares, respectively, in the Offering. In such
event, Mr. Edholm and Ms. Glassey will both beneficially own 4,749,996 shares or % and %,
respectively, of the shares outstanding. The Company will sell the remaining shares of the over-
allotment if such option is exercised in full. (4) Consists of 3,027,100 shares held by Kleiner Perkins
Caufield & Byers VII and 19,418 shares held by KPCB Information Sciences Zaibatsu Fund II. E. Floyd
Kvamme and Bernard J. Lacroute, both directors of the Company, are general partners of KPCB VII
Associates, the general partner of each of Kleiner Perkins Caufield & Byers VII and KPCB Information
Sciences Zaibatsu Fund II. Each of Messrs. Kvamme and Lacroute disclaims beneficial ownership of
such shares except to the extent of his pecuniary interest therein. (5) Includes 153,048 shares held by
Integral Capital Partners International II C.V. (6) Includes 1,815,009 shares held by Mr. Edholm,
605,003 shares held by Ms. Glassey and 2,500,000 shares held by the Edholm Family Limited
Partnership. Also includes an aggregate of 79,984 shares held in trusts for the children of which Mr.
Edholm and Ms. Glassey are trustees and have voting power. (7) Consists of 87,240 shares issuable
upon exercise of options exercisable within 60 days of December 31, 1997. (8) Includes 16,146 shares
issuable upon exercise of options exercisable within 60 days of December 31, 1997. (9) Consists of 521
shares issuable upon exercise of options exercisable within 60 days of December 31, 1997. (10)
Consists of 3,027,100 shares held by Kleiner Perkins Caufield & Byers VII and 19,418 shares held by
KPCB Information Sciences Zaibatsu Fund II. E. Floyd Kvamme, a director of the Company, is a
general partner of KPCB VII Associates, the general partner of each of Kleiner Perkins Caufield &
Byers VII and KPCB Information Sciences Zaibatsu Fund II, shares voting and dispositive power with
respect to the shares held by each such entity, and disclaims beneficial ownership of such shares in
which he has no pecuniary interest. (11) Consists of 3,027,100 shares held by Kleiner Perkins Caufield
& Byers VII and 19,418 shares held by KPCB Information Sciences Zaibatsu Fund II. Bernard J.
Lacroute, a director of the Company, is a general partner of KPCB VII Associates, the general partner
of each of Kleiner Perkins Caufield & Byers VII and KPCB Information Sciences Zaibatsu Fund II,
shares voting and dispositive power with respect to the shares held by each such entity, and disclaims
beneficial ownership of such shares in which he has no pecuniary interest. (12) Consists of 12,500
shares issuable upon exercise of options exercisable within 60 days of December 31, 1997.(13)
Includes 116,407 shares issuable upon exercise of stock options exercisable within 60 days of
December 31, 1997.

Description of Capital Stock

Upon the completion of this Offering, the authorized capital stock of the Company will consist of
60,000,000 shares of Common Stock, $0.001 par value, and 2,000,000 shares of undesignated
Preferred Stock, $0.001 par value.



Common Stock

As of December 31, 1997, there were 11,211,172 shares of Common Stock outstanding, held of record
by 91 stockholders, and options to purchase an aggregate of 1,204,562 shares of Common Stock were
also outstanding. There will be shares of Common Stock outstanding after December 31, 1997
(assuming no exercise of the Underwriter's overallotment option, no exercise of outstanding warrants,
and no exercise of outstanding options under the Stock Plans after December 31, 1997) after giving

effect to the sale of the shares of Common Stock to the public offered hereby.

The holders of Common Stock are entitled to one vote for each share held of record on all matters
submitted to a vote of the stockholders. Subject to preferential rights with respect to any outstanding
Preferred Stock, holders of Common Stock are entitled to receive ratably such dividends as may be
declared by the Board of Directors out of funds legally available therefor. See "Dividend Policy." In the
event of liquidation, dissolution or winding up of the Company, the holders of Common Stock are
entitled to share ratably in all assets remaining after payment of liabilities and satisfaction of
preferential rights of any outstanding Preferred Stock. The Common Stock has no preemptive or
conversion rights or other subscription rights. The outstanding shares of Common Stock are, and the
shares of Common Stock to be issued upon completion of this Offering will be, fully paid and non-

assessable.

Preferred Stock

Effective upon the closing of this Offering, each outstanding share of preferred stock will be converted
into one share of Common Stock and automatically retired. Thereafter, the Board of Directors is
authorized to issue up to 2,000,000 shares of Preferred Stock in one or more series and to fix the
rights, preferences, privileges and restrictions thereof, including dividend rights, dividend rates,
conversion rights, voting rights, terms of redemption, redemption prices, liquidation preferences and
the number of shares constituting any series or the designation of such series, without further vote or
action by the stockholders.

The issuance of Preferred Stock may have the effect of delaying, deferring or preventing a change in
control of the Company without further action by the stockholders. The issuance of preferred stock
with voting and conversion rights may adversely affect the voting power of the holders of Common
Stock, including voting rights, of the holders of Common Stock. In certain circumstances, such
issuance could have the effect of decreasing the market price of the Common Stock. As of the closing
of this Offering, no shares of Preferred Stock will be outstanding and the Company currently has no

plans to issue any shares of Preferred Stock.



Warrants

As of December 31, 1997, the Company had an outstanding exercisable warrant to purchase 10,000
shares of Common Stock at $0.60 per share. The warrant expires, among other times, upon the closing
of this Offering. The warrant contains provisions for the adjustment of the exercise price and the
aggregate number of shares issuable upon the exercise of the warrant under certain circumstances,
including stock dividends, stock splits, reorganizations, reclassification, consolidations and certain
dilutive sales of the securities for which the warrant is exercisable below the then existing exercise
price. The warrant may be exercised, without the payment of cash, for the number of shares of
Common Stock purchasable, at the current market value of the Common Stock, by the difference
between the aggregate exercise price of the warrant and the value, at the current market price per share
of Common Stock of the aggregate number of shares purchasable under the warrant. The Company
anticipates that the warrant will be exercised immediately prior to the closing of this Offering on a net

issuance basis for approximately shares.

Registration Rights

Following this Offering, the holders of 4,533,480 shares of Common Stock (the "Registrable
Securities") or their transferees will be entitled to certain rights with respect to the registration of such
shares under the Securities Act. These rights are provided under the terms of an agreement between
the Company and the holders of the Registrable Securities. Subject to certain limitations in the
agreement, the holders of at least 50% of the Registrable Securities may require, on two occasions
beginning after the earlier of March 21, 1998 or six months after the effective date of this Offering,
that the Company use its best efforts to register the Registrable Securities for public resale. If the
Company registers any of its Common Stock either for its own account or for the account of other
security holders, the holders of Registrable Securities are entitled to include their shares of Common
Stock in such registration, subject to the ability of the underwriters to limit the number of shares
included in such offering. The holders of Registrable Securities may also require the Company (not
more than two times in any twelve- month period or three times in the aggregate) to register all or a
portion of their Registrable Securities on Form S-3 when use of such form becomes available to the
Company, provided, among other limitations, that the proposed aggregate selling price (net of any
underwriters' discounts or commissions) is at least $250,000. All registration expenses must be borne
by the Company and certain selling expenses relating to the Registrable Securities must be borne by

the Company.

Delaware Law and Certain Charter Provisions

In February 1998, the Company's Board of Directors approved certain provisions to the Company's
Restated Certificate and Bylaws to provide, among other things, that directors of the Company will be
elected without the application of cumulative voting. The Company will seek stockholder approval of

such amendments prior to the effective date of this Offering. Such provisions shall become effective at



the first meeting of stockholders following the annual meeting of stockholders when the Company
shall have had at least 800 stockholders. Such amendments also provide that, after the closing of this
Offering, any action required or permitted to be taken by the stockholders of the Company may be
taken only at a duly called annual or special meeting of the stockholders and may not be effected by a
consent in writing. In addition, special meetings of the stockholders of the Company may be called
only by the Board of Directors, the Chairman of the Board, the President of the Company or by any
person or persons holding shares representing at least 10% of the outstanding capital stock. The
Company's Restated Certificate also provides for a classified Board. See "Management--Board
Composition." These provisions may have the effect of deterring hostile takeovers or delaying changes
in control or management of the Company. The Bylaws also establish procedures, including advance
notice procedures with regard to the nomination, other than by or at the direction of the Board of

Directors, of candidates for election as directors.

The Company is subject to the provisions of Section 203 of the Delaware Law, an anti-takeover law. In
general, the statute prohibits a publicly held Delaware corporation from engaging in a "business
combination” with an "interested stockholder" for a period of three years after the date of the
transaction in which the person became an interested stockholder, unless the business combination is
approved in a prescribed manner. For purposes of Section 203, a "business combination" includes a
merger, asset sale or other transaction resulting in a financial benefit to the interested stockholder, and
an "interested stockholder" is a person who, together with affiliates and associates, owns (or within

three years prior, did own) 15% or more of the corporation's voting stock.

The foregoing provisions could have the effect of making it more difficult for a third party to effect a
change in the control of the Board of Directors. In addition, these provisions could have the effect of
making it more difficult for a third party to acquire, or of discouraging a third party from attempting to
acquire, a majority of the outstanding voting stock of the Company. See "Risk Factors--Anti-Takeover

Provisions."

Transfer Agent and Registrar

The Transfer Agent and Registrar for the Common Stock is Boston EquiServe, L.P. located at 150
Royall Street, Canton, Massachusetts, (781) 575-2000.

Shares Eligible for Future Sale

Prior to this offering, there has not been any public market for the Common Stock of the Company.
Future sales of substantial amounts of Common Stock in the public market could adversely affect
prevailing market prices from time to time. Furthermore, since only a limited number of shares will be
available for sale shortly after this offering because of certain contractual and legal restrictions on
resale (as described below), sales of substantial amounts of Common Stock of the Company in the
public market after the restrictions lapse could adversely affect the prevailing market price and the

ability of the Company to raise equity capital in the future.



Upon completion of this offering, based on the number of shares outstanding as of December 31,
1997, the Company will have outstanding an aggregate of shares of Common Stock assuming no
exercise of warrants or options to purchase Common Stock outstanding as of December 31, 1997. Of
these shares, the shares sold in this offering will be freely tradable without restriction or further
registration under the Securities Act, unless such shares are purchased by an existing "affiliate" of the
Company as that term is defined in Rule 144 under the Securities Act (an "Affiliate"). The remaining
shares of Common Stock held by existing stockholders are "restricted securities” as that term is defined
in Rule 144 under the Securities Act ("Restricted Shares"). Restricted Shares may be sold in the public
market only if registered or if they qualify for an exemption from registration under Rules 144, 144(k)
or 701 promulgated under the Securities Act, which rules are summarized below. As a result of the
contractual restrictions described below and the provisions of Rules 144, 144(k) and 701, additional
shares will be available for sale in the public market as follows: (i) no shares will be eligible for
immediate sale on the date of this Prospectus, (ii) shares will be eligible for sale 90 days after the date
of this Prospectus, and (iii) shares will be eligible for sale upon expiration of lock-up agreements 180

days after the date of this Prospectus.

All of the officers and directors and certain stockholders and optionholders of the Company have
entered into lock-up agreements generally providing that they will not offer, pledge, sell, offer to sell,
contract to sell, sell any option or contract to purchase, purchase any option to sell, grant any option,
right or warrant to purchase, or otherwise transfer or dispose of, directly or indirectly, any of the shares
of Common Stock or any securities convertible into, or exercisable or exchangeable for, Common Stock
owned by them, or enter into any swap or other arrangement that transfers to another, in whole or in
part, any of the economic consequences of ownership of the Common Stock, for a period of 180 days
after the date of this Prospectus, without the prior written consent of Deutsche Morgan Grenfell Inc.,
subject to certain limited exceptions. Deutsche Morgan Grenfell Inc. may, in its sole discretion and at
any time without notice, release all or any portion of the securities subject to lock-up agreements.
Deutsche Morgan Grenfell Inc. currently has no plans to release any portion of the securities subject to
lock-up agreements. When determining whether or not to release shares from the lock-up agreements,
Deutsche Morgan Grenfell Inc. will consider, among other factors, the stockholder's reasons for
requesting the release, the number of shares for which the release is being requested and market

conditions at the time.

In general, under Rule 144 as currently in effect, beginning 90 days after the date of this Prospectus, a
person (or persons whose shares are aggregated) who has beneficially owned Restricted Shares for at
least one year (including the holding period of any prior owner except an Affiliate) would be entitled to
sell within any three-month period a number of shares that does not exceed the greater of: (i) one
percent of the number of shares of Common Stock then outstanding (which will equal approximately
shares immediately after this Offering); or (ii) the average weekly trading volume of the Common Stock
on the Nasdaq National Market during the four calendar weeks preceding the filing of a notice on Form
144 with respect to such sale. Sales under Rule 144 are also subject to certain manner of sale
provisions, notice requirements and to the availability of current public information about the

Company. Under Rule 144(k), a person who is not deemed to have been an Affiliate of the Company at



any time during the 90 days preceding a sale, and who has beneficially owned the shares proposed to be
sold for at least two years (including the holding period of any prior owner except an Affiliate), is
entitled to sell such shares without complying with the manner of sale, public information, volume
limitation or notice provisions of Rule 144. Accordingly, unless otherwise restricted, "144(k) shares"
may be sold immediately upon the completion of this Offering Subject to certain limitations on the
aggregate offering price of a transaction and other conditions, Rule 701 may be relied upon with
respect to the resale of securities originally purchased from the Company by its employees, directors,
officers, consultants or advisors prior to the date the issuer becomes subject to the reporting
requirements of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), pursuant to
written compensatory benefit plans or written contracts relating to the compensation of such persons.
In addition, the SEC has indicated that Rule 701 will apply to typical stock options granted by an
issuer before it becomes subject to the reporting requirements of the Exchange Act, along with the
shares acquired upon exercise of such options (including exercises after the date of this Offering).
Securities issued in reliance on Rule 701 are restricted securities and, subject to the contractual
restrictions described above, beginning 90 days after the date of this Prospectus, may be sold (i) by
persons other than Affiliates, subject only to the manner of sale provisions of Rule 144 and (ii) by
Affiliates, under Rule 144 without compliance with its one-year minimum holding period

requirements.

Following this Offering, the Company intends to file a registration statement under the Securities Act
covering approximately shares of Common Stock issued and outstanding, subject to outstanding
options or reserved for issuance under the Company's stock plans. See "Management--Stock Plans."
Accordingly, shares registered under such registration statement will, subject to Rule 144 volume
limitations applicable to Affiliates, be available for sale in the open market, except to the extent that
such shares are subject to vesting restrictions with the Company or contractual restrictions described

above.

Upon completion of this Offering, the holders of approximately shares of Common Stock issuable
upon conversion of Preferred Stock or the transferees, will be entitled to certain rights with respect to
registration of such shares under the Securities Act. Registration of such shares under the Securities
Act would result in such shares becoming freely tradeable without restriction under the Securities Act
(except for shares purchased by Affiliates of the Company) immediately upon the effectiveness of such
registration. See "Description of Capital Stock--Registration Rights."

Underwriting

The Underwriters named below, for whom Deutsche Morgan Grenfell Inc., BancAmerica Robertson
Stephens, First Albany Corporation and Piper Jaffray Inc. are acting as representatives (the
"Representatives"), have severally agreed, subject to the terms and conditions in the Underwriting

Agreement (the form of which will be filed as an exhibit to the Company's Registration Statement of



which this Prospectus is a part), to purchase from the Company and the Selling Stockholders the
respective number of shares of Common Stock indicated below opposite their respective names. The

Underwriters are committed to purchase all of the shares, if they purchase any.

Number of Underwriter Shares

Deutsche Morgan Grenfell IncC.......cccoceceevceeeveceeeerureennee BancAmerica Robertson
Stephens.....oeeeevenenneresescncnenee First Albany Corporation.........ccereeseseecscsesesennane Piper Jaffray
INCortriririrririiccriiiieeenene TOtaluecicrriiiceee e

The Underwriting Agreement provides that the obligations of the several Underwriters thereunder are

subject to approval of certain legal matters by counsel and to various other conditions.

The Representatives have advised the Company that the Underwriters propose initially to offer the
Common Stock to the public on the terms set forth on the cover page of this Prospectus. The
Underwriters may allow to selected dealers (who may include the Underwriters) a concession not in
excess of § a share under the initial public offering price. The selected dealers may reallow a concession
not in excess of $ a share to other dealers and other selling terms may be changed by the
Representatives. The Common Stock is offered subject to receipt and acceptance by the Underwriters,
and to certain other conditions, including the right to reject orders in whole or in part. The
Underwriters do not intend to sell any of the shares of Common Stock offered hereby to accounts for

which they exercise discretionary authority.

Pursuant to the Underwriting Agreement, the Company and the Selling Stockholders have granted to
the Underwriters an option to purchase up to and additional shares of Common Stock, respectively, to
cover over- allotments, if any, at the initial public offering price, less the underwriting discount set
forth on the cover page of this Prospectus. Such option is exercisable for 30 days from the date of this
Prospectus. To the extent such option is exercised, each Underwriters will be committed, subject to
certain conditions, to purchase approximately the same percentage of such additional shares of
Common Stock as the number set forth next to such Underwriter's name in the preceding table bears
to the total number of shares of Common Stock offered hereby. The Selling Stockholders will be

obligated, pursuant to the option, to sell such shares to the Underwriters.

See "Shares Eligible for Future Sale" for a description of certain arrangements by which all officers,
directors, optionholders and stockholders of the Company have agreed not to sell or otherwise dispose
of Common Stock or convertible securities of the Company for up to 180 days after the date of the
final Prospectus without the prior consent of Deutsche Morgan Grenfell Inc. The Company has agreed
in the Underwriting Agreement that it will not, directly or indirectly, without the prior written consent
of Deutsche Morgan Grenfell Inc., contract to sell, sell any option or contract to purchase, purchase any
option or contract to sell, grant any option, right or warrant to purchase, or otherwise transfer or
dispose of any shares of Common Stock or any securities convertible into or exchangeable for
Common Stock, for a period of 180 days after the date of the final Prospectus without the consent of

Deutsche Morgan Grenfell Inc., except under certain circumstances.



The Underwriting Agreement provides that the Company and the Selling Stockholders will indemnify
the several Underwriters against certain liabilities, including civil liabilities under the Securities Act, or

will contribute to payments the Underwriters may be required to make in respect thereof.

Prior to this Offering, there has been no public market for the Common Stock. The initial public
offering price will be determined by negotiation between the Company and the Representatives. The
principal factors to be considered in determining the initial public offering price include the
information set forth in this Prospectus and otherwise available to the Representatives; the history and
the prospects for the industry in which the Company competes; the ability of the Company's
management; the prospects for future earnings of the Company; the present state of the Company's
development and its current financial condition; the general condition of the securities markets at the
time of this Offering; and the recent market prices of, and the demand for, publicly traded common
stock of generally comparable companies. Each of the Representatives has informed the Company that
it currently intends to make a market in the shares subsequent to the effectiveness of this Offering, but
there can be no assurance that the Representatives will take any action to make a market in any

securities of the Company.

At the request of the Company, the Underwriters have reserved for sale at the initial public offering
price to persons designated by the Company a number of shares of Common Stock not to exceed five
percent of the total number of shares of Common Stock in this Offering. The number of shares

available for sale to the general public will be reduced to the extent such persons purchase these shares.

Certain persons participating in this Offering may over-allot or effect transactions which stabilize,
maintain or otherwise affect the market price of the Common Stock at levels above those which might
otherwise prevail in the open market, including by entering stabilizing bids, effecting syndicate
covering transactions or imposing penalty bids. A stabilizing bid means the placing of any bid or
effecting of any purchase for the purpose of pegging, fixing or maintaining the price of the Common
Stock. A syndicate covering transaction means the placing of any bid on behalf of the underwriting
syndicate or the effecting of any purchase to reduce a short position created in connection with this
Offering. A penalty bid means an arrangement that permits the Underwriters to reclaim a selling
concession from a syndicate member in connection with this Offering when shares of Common Stock
sold by the syndicate member are purchased in syndicate covering transactions. Such transactions may
be effected on the Nasdaq Stock Market, in the over-the- counter market or otherwise. Such stabilizing,

if commenced, may be discontinued at any time.

Legal Matters

The validity of the Common Stock offered hereby will be passed upon for the Company by Venture
Law Group, A Professional Corporation, Menlo Park, California. Mark B. Weeks, a director of Venture
Law Group, is the Secretary of the Company. Certain legal matters relating to this Offering will be
passed upon for the Underwriters by Wilson Sonsini Goodrich & Rosati, Professional Corporation, Palo

Alto, California. As of the date of this Prospectus, certain directors of Venture Law Group and an



investment partnership affiliated with Venture Law Group own options to purchase an aggregate of

12,500 shares of the Company's Common Stock and own an aggregate of 10,035 shares of Common
Stock.

Experts

The financial statements and schedule included in this Prospectus and elsewhere in the Registration
Statement, have been audited by Arthur Andersen LLP, independent public accountants, as indicated
in their reports with respect thereto, and are included herein in reliance upon the authority of said firm

as experts in giving said reports.

Additional Information

The Company has filed with the Securities and Exchange Commission a Registration Statement (which
term shall include any amendments thereto) on Form S-1 under the Securities Act with respect to the
Common Stock offered hereby. This Prospectus, which constitutes a part of the Registration Statement,
does not contain all of the information set forth in the Registration Statement, certain items of which
are contained in exhibits to the Registration Statement as permitted by the rules and regulations of the
Commission. For further information with respect to the Company and the Common Stock offered
hereby, reference is made to the Registration Statement, including the exhibits thereto, and the
financial statements and notes filed as a part thereof. Statements made in this Prospectus concerning
the contents of any document referred to herein are not necessarily complete. With respect to each
such document filed with the Commission as an exhibit to the Registration Statement, reference is
made to the exhibit for a more complete description of the matter involved. The Registration
Statement, including exhibits thereto and the financial statements and notes filed as a part thereof; as
well as such reports and other information filed with the Commission, may be inspected without
charge at the public reference facilities maintained by the Commission at 450 Fifth Street, NW,,
Washington, D.C. 20549, and at the regional offices of the Commission located at Seven World Trade
Center, 13th Floor, New York, NY 10048, and the Northwestern Atrium Center, 500 West Madison
Street, Suite 1400, Chicago, Illinois 60661. Copies of all or any part thereof may be obtained from the
Commission upon payment of certain fees prescribed by the Commission. Such reports and other
information may also be inspected without charge at a Web site maintained by the Commission. The

address of such site is http://www.sec.gov.
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7 After the reincorporation and the effectiveness of the stock split discussed in Note 11 to Brio
Technology, Inc.'s consolidated financial statements, we expect to be in a position to render the
following audit report:

Arthur Andersen Lip

San Jose, California February 26, 1998

Report of Independent Public Accountants

To the Shareholders of Brio Technology, Inc.:

We have audited the accompanying consolidated balance sheets of Brio Technology, Inc. (a California
corporation) and subsidiaries as of March 31, 1996, March 31, 1997, and December 31, 1997, and the
related consolidated statements of operations, shareholders' equity (deficit), and cash flows for each of
the three years in the period ended March 31, 1997, and for the nine- month period ended December
31, 1997. These financial statements are the responsibility of the Company's management. Our

responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for

our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Brio Technology, Inc. and subsidiaries as of March 31, 1996, March 31, 1997, and
December 31, 1997, and the results of their operations and their cash flows for each of the three years
in the period ended March 31, 1997, and for the nine-month period ended December 31, 1997, in

conformity with generally accepted accounting principles.



San Jose, California February 26, 1998 (except with respect to the matter discussed in Note 11, as to
which the date is, 1998)

Brio Technology, Inc.
Consolidated Balance Sheets

(In Thousands, Except Share Amounts)

DECEMBER 31,

MARCH 31, 1997 PRO FORMA
---------------- DECEMBER 31, SHAREHOLDERS'

1996 1997 1997 DEFICIT (NOTE 7)
(UNAUDITED)

ASSETS Current Assets: Cash and cash equivalents.... § 546 § 890 $§ 1,472 Accounts receivable, net of
allowance of $249, §371 and $619.........ccceueuu...... 2,277 5,144 6,779 Inventories.................. 152 104 347
Prepaid expenses and other current assets.............. 27 378 656 Total current assets..... 3,002 6,516
9,254 Property and Equipment, net.... 413 2,052 2,807 Other Assets.........ceceeueue. 56317318 %$3,471 %
8,885 § 12,379 LIABILITIES AND SHAREHOLDERS' EQUITY (DEFICIT) Current Liabilities:
Current maturities of notes payable..........ccc........ $ 1,104 $ 1,724 $ 3,140 Accounts payable............. 246
1,535 1,546 Accrued liabilities-- Payroll and related benefits................... 428 1,318 1,239

(@351 A 65 657 781 Deferred revenue, current.... 1,528 3,061 4,618 Total current
liabilities............. 3,371 8,295 11,324 Notes Payable, net of current maturities.........cc..u.... --438 250
Noncurrent Deferred Revenue.... -- -- 1,311 Other Noncurrent Liabilities... -- 19 48 Total liabilities........
3,371 8,752 12,933 Commitments and Contingencies (Notes 5 and 9) Shareholders' Equity (Deficit):
Convertible preferred stock, no par value, aggregate liquidation preference of $15,850: Authorized-
-5,625,000 shares at December 31, 1997 and pro forma Issued and outstanding (Series A, B and C)--
2,496,756 shares at March 31, 1996; 4,613,903 at March 31, 1997; and 5,466,172 at December 31,
1997; no shares issued and outstanding pro forma..... 3,818 9,811 15,655 $ -- Common stock, no par
value: Authorized--13,500,000 shares at December 31, 1997 and pro forma Issued and outstanding--
5,021,392 shares at March 31, 1996; 5,656,910 shares at March 31, 1997; 5,745,000 shares at
December 31, 1997; and 11,211,172 shares outstanding pro forma..... 114 495 1,134 16,789 Notes
receivable from shareholders................ --(314) (292) (292) Deferred compensation........ ----(504) (504)
Cumulative translation adjustment.........ce..... --(62) (10) (10) Accumulated deficit.......... (3,832) (9,797)
(16,537) (16,537) Total shareholders' equity (deficit)........ 100 133 (554) $ (554) $ 3,471 $ 8,885 %

12,379 The accompanying notes are an integral part of these consolidated financial statements.



Brio Technology, Inc.
Consolidated Statements of Operations

(In Thousands, Except Per Share Amounts)

FOR THE
FOR THE YEARS ENDED NINE MONTHS ENDED
MARCH 31, DECEMBER 31,
1995 1996 1997 1996 1997
(UNAUDITED)
Revenues:
License fees.....covvvinnn... $2,487 $ 3,212 $10,328 $ 6,675 $13,914
SeIVICES. . v iiiniiinnneennnn 1,025 1,315 3,058 2,034 4,646
Total revenues.............. 3,512 4,527 13,386 8,709 18,560
Cost of revenues:
License fees......ovviinn... 192 340 839 641 654
SeIVICES. . vitininiiinnneennnn 205 371 817 474 1,717
Total cost of revenues...... 397 711 1,656 1,115 2,371
Gross profit..........ccuuuuuun.. 3,115 3,816 11,730 7,594 16,189
Operating expenses:
Research and development...... 934 1,555 2,447 1,619 3,860
Sales and marketing........... 1,662 4,476 13,588 8,350 16,764
General and administrative.... 849 1,014 1,685 1,094 2,079
Total operating expenses.... 3,445 7,045 17,720 11,063 22,703
Loss from operations............ (330) (3,229) (5,990) (3,469) (6,514)
Interest and other income
(expenses), net :
Interest income............... 6 44 93 83 60
Interest expense.............. (46) (2) (68) (40) (129)
Other expense, net............ -- 9) -- -- (157)
Total interest and other
income (expense), net...... (40) 33 25 43 (226)
Net 10SS..uuuneeeeeeeeeennnnnnns $ (370) $(3,196) $(5,965)  $(3,426) $(6,740)
Basic net loss per share........ $ (.07) $ (.64) $ (1.14) $ (.68) $ (1.18)
Shares used in computing basic
net loss per share............. 5,000 5,018 5,218 5,069 5,715
Pro forma basic net loss per
Share. .. vvii ittt i $ (.63) $ (.37) $ (.62)
Shares used in computing pro
forma basic net loss per share. 9,479 9,213 10,898

The accompanying notes are an integral part of these consolidated financial statements.



Brio Technology, Inc.
Consolidated Statements of Shareholders' Equity (Deficit)

(In Thousands, Except Share Data)

CONVERTIBLE NOTES
TOTAL

PREFERRED STOCK ~ COMMON STOCK RECEIVABLE CUMULATIVE
SHAREHOLDERS*

---------------------------------- FROM DEFERRED ~ TRANSLATION

ACCUMULATED EQUITY
SHARES ~ AMOUNT  SHARES AMOUNT  SHAREHOLDERS COMPENSATION ADJUSTMENT DEFICIT
(DEFICIT)

Balance, March 31, 199%4............... - $--4,999,996 $101$--%-- $-- § (266) $ (165) Issuance of Series
A preferred stock, net............... 2,464,331 3,768 -- -- -- -- -- -- 3,768 Issuance of common stock for
cash.... -- -- 5,036 3 -- -- -- -- 3 Net loss........... == == == == -- -- --(370) (370) Balance, March 31,
1995....eee. 2,464,331 3,768 5,005,032 104 -- -- -- (636) 3,236 Issuance of Series A preferred stock,
0 1<) SRR 32,425 50 -- -- -- -- -- -- 50 Issuance of common stock for cash.... -- -- 16,360 10 -- -- -- --
10 Net loss........... -mmmmmem -- == == (3,196) (3,196) Balance, March 31, 1996............... 2,496,756 3,818
5,021,392 114 -- -- -- (3,832) 100 Issuance of Series B preferred stock, net............... 2,117,147 5,993 -- -
- -- -- -- - 5,993 Exercise of common stock options for cash.............. ----112,435 67 -- -- -- -- 67
Exercise of common stock options for notes receivable.. -- -- 553,500 332 (332) -- -- -- -- Repurchase of
restricted shares. -- -- (30,417) (18) 18 -- -- -- -- Cumulative translation adjustment........ e e emen e
(62) -- (62) Net loss........... -- - == - == - --(5,965) (5,965) Balance, March 31, 1997............... 4,613,903
9,811 5,656,910 495 (314) -- (62) (9,797) 133 Issuance of Series C preferred stock, net...............
852,269 5,844 -- -- -- -- -- -- 5,844 Exercise of common stock options for cash.............. ----39,869 30 --
-- -- -- 30 Exercise of common stock options for notes receivable.. -- -- 57,701 35 (35) -- -- -- --
Repurchase of restricted shares. -- -- (9,480) (6) -- -- -- -- (6) Repayment of notes receivable from
shareholders...... == ------57 -- -- -- 57 Deferred compensation...... ------580--(580) -- -- --
Amortization of deferred compensation...... -- -- -- -- -- 76 -- -- 76 Cumulative translation
adjustment........ -- == —- - -- 52 -- 52 Net loss........... - - == = -- == - (6,740) (6,740) Balance, December
31,1997........... 5,466,172 $15,655 5,745,000 $1,134 $(292) $(504) $(10) $(16,537) § (554) The

accompanying notes are an integral part of these consolidated financial statements.



Brio Technology, Inc.
Consolidated Statements of Cash Flows

(In Thousands)

FOR THE YEARS ENDED FOR THE NINE MONTHS
MARCH 31, ENDED DECEMBER 31,
1995 1996 1997 1996 1997
(UNAUDITED)

Cash flows from operating activities: Net 10SS......ccccveueenecn. $(370) $(3,196) $(5,965) $(3,426) $(6,740)
Adjustments to reconcile net loss to cash used in operating activities: Depreciation and
amortization............... 40 140 298 189 458 Provision for returns and doubtful accounts.......... 89 108

(51) 48 58 (243) Prepaid expenses and other assets.......ccceu..... (51) (1) (571) (512) (312) Accounts
payable and accrued liabilities...... 357 41 2,790 1,464 85 Deferred revenue.......... 158 1,005 1,533 410
2,868 Cash used in operating activities............. (119) (3,329) (4,734) (3,129) (5,443) Cash flows from
investing activities: Purchases of property and equipment..........c.c...... (127) (380) (1,883) (1,279)
(1,180) Cash payment for DataBasics acquiSition..........cue.. -- -- (95) -- -- Cash used in investing
activities............. (127) (380) (1,978) (1,279) (1,180) Cash flows from financing activ- ities: Proceeds
from notes payable... -- 1,104 2,093 680 6,564 Repayments under notes payable.......c.cccccvuunee (473) --
(1,035) (1,035) (5,336) Proceeds from issuance of preferred stock, net......... 3,768 50 5,993 5,993 5,844
Proceeds from issuance of common stock, net............ 310 67 67 24 Proceeds from repayments of notes
receivable from shareholders................. -- -- -- -- 457 Issuance of note to shareholder.................. .- -
(400) Cash provided by financing activities... 3,298 1,164 7,118 5,705 7,153 Net increase (decrease) in
cash and cash equivalents........... 3,052 (2,545) 406 1,297 530 Effect of exchange rate changes on
Cash.uveereeicnens -- -- (62) (49) 52 Cash and cash equivalents, beginning of period............ 39 3,091 546
546 890 Cash and cash equivalents, end of period........ccceeueeee.. $3,091$546 $890%$ 1,794 $ 1,472
Supplemental disclosure of cash flow information: Cash paid for interest........ $139%$46$54%$47 %

124 The accompanying notes are an integral part of these consolidated financial statements.



Brio Technology, Inc.
Notes to Consolidated Financial Statements
December 31, 1997

(Information Relating to the Nine Months Ended December
31, 1996 Is Unaudited)

1. Organization and Operations:

Brio Technology, Inc. (the "Company"), designs, develops, markets and supports software products that
enable organizations to rapidly implement enterprise business intelligence solutions. The Company's
products and services are designed to allow organizations to rapidly deploy and effectively manage
business intelligence solutions incorporating the wide range of available corporate data sources,
including data marts, data warehouses, operational data stores, enterprise applications and legacy
applications.

The Company is subject to a number of risks associated with companies in a similar stage of

development, including negative working capital and shareholders' deficit, rapid technological growth,
dependence on key personnel and sales force, litigation (see Note 9), potential competition from larger,
more established companies, dependence on product development, the ability to penetrate the market

with its products, and the ability to obtain adequate financing to support its growth.

2. Summary of Significant Accounting Policies:

Principles of Consolidation The consolidated financial statements include the accounts of the
Company and its subsidiaries. All significant intercompany accounts and transactions are eliminated in

consolidation.

Use of Estimates in the Preparation of Financial Statements The preparation of financial statements in
conformity with generally accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue and

expenses during the period. Actual results could differ from those estimates.

Foreign Currency Translation The functional currency of the Company's subsidiaries is the local
currency. Accordingly, the Company applies the current rate method to translate the subsidiaries'

financial statements into U.S. dollars. Translation adjustments are included as a separate component of



shareholders' equity (deficit) in the accompanying consolidated financial statements. Transaction gains

and losses, which have not been material, are included in other income (expense).

Cash and Cash Equivalents The Company considers all highly liquid investments with an original
maturity of three months or less to be cash equivalents. At March 31, 1996 and 1997, and December
31,1997, the Company held its cash in checking and money market accounts.

Inventories

The Company's inventories are carried at the lower of cost or market on a first-in, first-out basis.

Inventory consists principally of completed software packages including media and documentation.
Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

2. Summary of Significant Accounting Policies, Continued:

Property and Equipment Property and equipment are stated at cost and are depreciated using the
straight-line method over the estimated useful lives (three to seven years) of the assets. Leasehold
improvements are depreciated over the shorter of the term of the related lease or the estimated useful
life of the asset.

Property and equipment consists of the following (in thousands):

MARCH 31, ------------- DECEMBER 31,1996 1997 1997

Computer equipment and software..................... $ 584 $1,780 $ 2,657

Furniture and fixtures.......... ..o, 75 638 976

Leasehold improvements.........c.cuuiiiiiiinnennnnn. 50 210 175
709 2,628 3,808

Less: Accumulated depreciation...........ccoeeeinnnn. (296) (576) (1,001)

$ 413 $2,052 $ 2,807

Revenue Recognition

The Company's revenues are derived from two sources, license fees and services. Services include

software maintenance and support, training, and system implementation consulting.

Revenue from license fees is recognized upon shipment of the software if collection of the resulting
receivable is probable, the fee is fixed or determinable, and vendor-specific objective evidence exists to
allocate the total fee to all delivered and undelivered elements of the arrangement. Allowances are
established for potential product returns and credit losses. In instances where payments are subject to
extended payment terms, revenue is deferred until payments become due. If an acceptance period is
required, revenue is recognized upon the earlier of customer acceptance or the expiration of the

acceptance period.



Maintenance revenue is recognized ratably over the term of the maintenance contract. Consulting and

training revenue is recognized when the services are performed.

Cost of revenues consists primarily of third-party fees, related personnel and overhead allocations and

overhead costs, the cost of media, documentation, packaging and shipping related to products sold.
Deferred Revenue

Deferred revenue represents amounts received from customers under certain license, maintenance and

service agreements for which the revenue earnings process has not been completed.

Software Development Costs Under Statement of Financial Accounting Standards (SFAS) No. 86
"Accounting for the Costs of Computer Software to be Sold, Leased or Otherwise Marketed," costs

incurred in the

Brio Technology, Inc.
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2. Summary of Significant Accounting Policies, Continued:

research and development of software products are expensed as incurred until technological feasibility
has been established. Once established, these costs would be capitalized. Amounts that could have been
capitalized under this Statement were insignificant and, therefore, no costs have been capitalized to

date.

Unaudited Interim Financial Data The unaudited interim financial statements for the nine months
ended December 31, 1996, have been prepared on the same basis as the audited financial statements
and, in the opinion of management, include all adjustments (consisting only of normal recurring
adjustments) necessary to present fairly the financial information set forth therein, in accordance with

generally accepted accounting principles.

Computation of Basic Net Loss Per Share and Pro Forma Basic Net Loss Per Share Historical net loss
per share has been calculated under SFAS No. 128 "Earnings Per Share." Basic net loss per share on a
historical basis is computed using the weighted average number of shares of common stock
outstanding. No diluted loss per share information has been presented in the accompanying
consolidated statements of operations since potential common shares from conversion of preferred
stock, stock options, and warrants are antidilutive. The Company evaluated the requirements of the
Securities and Exchange Commission Staff Accounting Bulletin No. 98 (SAB 98), and concluded that
there are no nominal issuances of common stock or potential common stock which would be required

to be shown as outstanding for all periods as outlined in SAB 98.



Pro forma basic net loss per share has been calculated assuming the conversion of preferred stock into

an equivalent number of common shares, as if the shares had converted on the dates of their issuance.

Recent Accounting Pronouncements In June 1997, the Financial Accounting Standards Board issued
SFAS No. 130, "Reporting Comprehensive Income." SFAS No. 130 is effective for the Company's fiscal
year beginning April 1, 1998. This standard defines comprehensive income as the changes in equity of
an enterprise except those resulting from shareholder transactions. All components of comprehensive
income will be required to be reported in financial statements issued for periods beginning after the
effective date of SFAS No. 130. Management believes the adoption of SFAS No. 130 will not have a

material effect on the Company's financial statements.

In June 1997, the Financial Accounting Standards Board also issued SFAS No. 131, "Disclosures About
Segments of an Enterprise and Related Information." SFAS No. 131 is effective for the Company's fiscal
year beginning April 1, 1998. SFAS No. 131 establishes standards for disclosures about operating
segments, products and services, geographic areas and major customers. Management believes the

adoption of SFAS No. 131 will not have a material effect on the Company's financial statements.

In December 1997, the American Institute of Certified Public Accountants issued Statement of
Position (SOP) 97-2 which will supersede SOP 91-1, "Software Revenue Recognition." SOP

Brio Technology, Inc.
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2. Summary of Significant Accounting Policies, Continued:

97-2 is effective for transactions entered into in the Company's fiscal year beginning April 1, 1998.
Management has assessed this new statement and believes that its adoption will not have a material
effect on the Company's financial statements or on the timing of the Company's revenue recognition,

or cause changes to its revenue recognition policies.

3. Acquisitions:

On April 1, 1996, the Company purchased Brio Technology Ltd. from Management Decisions (MD),
one of the Company's distributors in the United Kingdom. The Company paid a nominal value for the
outstanding stock and operations of Brio Technology Ltd., and the acquisition was accounted for as a
purchase. No goodwill resulted from this acquisition. Brio Technology Ltd. is now a wholly- owned
subsidiary of the Company. At March 31, 1996, the Company had a net receivable from MD in the
amount of $19,300, which is included in the Company's accounts receivable at March 31, 1996. Sales
to MD for the year ended March 31, 1996 were $39,100.



On July 1, 1996, the Company purchased DataBasics, one of the Company's distributors in Australia,
for $95,000 in cash. The acquisition was accounted for as a purchase and resulted in goodwill of
$60,000 that is being amortized over a five year period. DataBasics was renamed Brio Technology Pty.
Ltd., and is now a wholly-owned subsidiary of the Company. At March 31, 1996, the Company had
receivables from DataBasics in the amount of $82,000, which is included in the Company's accounts
receivable balance at March 31, 1996. Sales to DataBasics for the year ended March 31, 1996 were
$121,000.

Pro forma information related to these acquisitions has not been presented as the prior operations of

the acquired companies were immaterial.

4. Significant Concentrations:

Financial instruments that potentially subject the Company to concentrations of credit risk consist
principally of accounts receivable. The Company performs periodic credit evaluations of its customers'

financial condition and generally does not require collateral.

For the year ended March 31, 1997 and the nine months ended December 31, 1997, no customer
accounted for more than 10% of the Company's total revenues. For the year ended March 31, 1996,
one customer accounted for approximately 15% of the Company's total revenues. As of March 31,
1996 and 1997 and December 31, 1997, no customer accounted for more than 10% of accounts

receivable.

The Company markets its products in the United States and Canada and in other foreign countries
through its domestic sales personnel and through its foreign subsidiaries. International revenue, which

consists of sales to customers in foreign countries and sales from the Company's foreign subsidiaries,
were 9%, 14% and 19% of total revenues for the years ended March 31, 1996 and 1997 and the nine

months ended December 31, 1997, respectively. International revenues were not material in 1995.

Brio Technology, Inc.
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5. Commitments:

The Company leases its corporate headquarters facilities under an operating lease which expires in
October 2003. The Company also leases office equipment under various non-cancelable operating
leases with terms which expire through July 1998. Future minimum lease payments relating to these

agreements as of December 31, 1997 are as follows (in thousands):



Fiscal Year

1998 (Three MONthS ) . vt ittt ittt ettt et ettt et eeneaennn $ 360
10090 . it e e ettt e e e e e et e et e e e 1,712
24 010 1,576
200 o A 511
70 434
24 010 434
Thereafter. ittt ittt i i i ettt et ettt 253

$5,280

Rent expense for the years ending March 31, 1995, 1996 and 1997 was $67,300, $260,300, and
$798,000, respectively. Rent expense for the nine month periods ended December 31, 1996 and 1997,
was $564,000 and $1,397,000, respectively. Additionally, the Company has entered into a purchase
commitment to purchase up to $500,000 of equipment for certain of its office space.

6. Notes Payable:

At December 31, 1997, the Company had a $5,000,000 accounts receivable-based line of credit
agreement and a $750,000 equipment-based line of credit agreement with a commercial bank. Interest
accrued on borrowings under the accounts receivable line at the bank's reference rate (8.5% at
December 31, 1997) and on borrowings under the equipment line at the bank's reference rate plus
0.5% (9.0% at December 31, 1997). The accounts receivable line and the equipment line had expiration
dates of April 30, 1998 and December 1, 1999, respectively. At December 31, 1997, $3,390,000 was
outstanding under these arrangements of which $3,140,000 was classified as current and $250,000 as
noncurrent, due in fiscal 1999. Borrowings under the accounts receivable line of credit were limited to
70% of eligible accounts receivable. Borrowings under both agreements were secured by inventory,

accounts receivable, property and equipment, and intangible assets of the Company.

In January 1998, the Company entered into a new line of credit agreement with another bank and used
proceeds from borrowings under the new line to pay off balances owed under the old lines of credit
discussed above. The old lines of credit were cancelled. The new line of credit provides for up to $10.0
million in borrowings. The Company can borrow up to 80% of eligible accounts receivable against this
line, in addition to up to $1.5 million in non-formula availability. The line of credit is collateralized by
substantially all of the Company's assets, including the Company's intellectual property, accounts
receivable, and property and equipment. Borrowings under the line bear interest at the bank's prime
rate. This line of credit requires the Company to comply with various financial covenants, including
quarterly requirements to maintain a minimum quick ratio, a minimum tangible net worth, and
minimum results of operations (the results of operation covenant is eliminated in the event of an initial

public offering). The line expires on December 1, 1999.



Brio Technology, Inc.
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7. Preferred Stock:

As of December 31, 1997, the Company had issued 2,496,756 shares of Series A Convertible Preferred
Stock (Series A), 2,117,147 shares of Series B Convertible Preferred Stock (Series B) and 852,269
shares of Series C Convertible Preferred Stock (Series C).

The rights, restrictions and preferences of the Series A, Series B and Series C Convertible Preferred

Stock are as follows:

. Each share of Series A, Series B and Series C is convertible, at the right and option of the shareholder,
into one share of common stock. The conversion ratio is subject to adjustment in the event of stock
splits, stock dividends, or the issuance of equity securities with a per share price lower than that of the
Series A, Series B and Series C.

. Each shareholder of Series A, Series B and Series C is entitled to the number of votes equal to the

number of shares of common stock into which the preferred stock can be converted.

. Each share of Series A, Series B and Series C will automatically convert into common stock in the
event of the closing of an underwritten public offering of the Company's common stock from which
the Company receives proceeds in excess of $10,000,000 and for which the offering price is not less
than $14.08 per share of common stock (see Note 11).

. Each shareholder of Series A, Series B and Series C is entitled to receive annual dividends at the rates
of $.14, $.28 and $.70 per share, respectively, when and if declared by the Board of Directors, prior to
payment of dividends on common stock. Dividends are non-cumulative, and no dividends have been
declared to date.

. On June 30, 2002 or thereafter, the Company may redeem in whole or in part the Series A, Series B
and Series C shares by paying, in cash, $1.542, $2.834 and $7.04 per share, respectively, plus any
accrued but unpaid dividends. Such redemption may occur prior to June 30, 2002, with the written
consent of 66 2/3% of the outstanding Series A, Series B and Series C shareholders.

. In the event of any liquidation, dissolution, or winding up of the Company, either voluntary or
involuntary, each shareholder of Series A, Series B and Series C shall be entitled to receive, prior and in
preference to any distribution of any assets or surplus funds to the holders of common stock, an
amount equal to $1.542, $2.834 and $7.04 per share, respectively. If the full amount is not available for
distribution, amounts shall be paid out in proportion to the aggregate preferential amounts owed.



Pro Forma Shareholders' Deficit In February 1998, the Board of Directors authorized the filing of a
registration statement with the Securities and Exchange Commission to register shares of its common
stock in connection with the proposed Initial Public Offering (IPO). If the offering is consummated
under the terms presently anticipated, all of the currently outstanding convertible preferred stock will
convert to 5,466,172 shares of common stock upon the closing of the IPO. The effect of the conversion
has been reflected as unaudited pro forma shareholders' deficit in the accompanying consolidated
balance sheet as of December 31, 1997.

Brio Technology, Inc.
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8. Common Stock:

As of December 31, 1997, 150,000 shares of common stock issued to certain founders of the Company
were subject to the option of the Company to repurchase such shares at original cost. Of the shares

subject to the repurchase option, 50,000 shares per month will be released from such option.

As of December 31, 1997, the Company had reserved shares of its common stock for future issuance as

follows:

Conversion of Series A convertible preferred stock............... 2,496,756 Conversion of Series B
convertible preferred stock............... 2,117,147 Conversion of Series C convertible preferred
StOCK..ueereerennens 852,269 Exercise of outstanding Warrants..........eecereusnsenine 10,000 Exercise of stock

(0] 015 o3 s T- R 1,334,791 Total shares reserved........cccovvevccnrusnisinccncnenes 6,810,963 During
fiscal 1997 and the nine months ended December 31, 1997, certain employees funded the purchase of
common stock under the 1992 Stock Option Plan with fully secured notes payable to the Company.

Stock Rights and Warrants In connection with the issuance of a promissory note in 1992, the Company
issued warrants to the noteholder to purchase up to 128,205 shares of common stock at $1.542 per

share. The warrants expired, unexercised, on April 17, 1997.

Under the terms of an agreement with a customer, the Company granted the customer the right to
purchase up to $1,300,000 of equity securities of the same type and price of the securities issued to
third parties in the event the Company issues at least $500,000 of such securities. This right expires
upon the closing of the first firm commitment underwritten offering of the Company's securities to the

public.

In connection with the purchase of Brio Technology Ltd. from MD in 1996, the Company granted MD
warrants to purchase 10,000 shares of the Company's common stock at $.60 per share. The value of

the warrants was not material. The warrants expire on the earlier of the date of the closing of an initial



public offering of the Company's common stock, the sale of substantially all of the Company's assets or

the sale of more than 50% of the Company's outstanding common stock, or December 9, 2001.

Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

8. Common Stock, Continued:

Stock Options

Through December 31, 1997, the Company has reserved 2,079,795 shares of common stock for
issuance under the 1992 Stock Option Plan (the "Plan"). Under the Plan, the Board of Directors may
grant options to purchase the Company's common stock to employees, directors, or consultants at an
exercise price of not less than 100% of the fair value of the Company's common stock, as determined
by the Board of Directors. Any options granted must be granted by the tenth anniversary of the
effective date of the Plan. Options issued under the Plan generally have a term of five years from the

date of grant and generally vest ratably over four years.
Option activity under the Plan is as follows:

SHARES AVAILABLE OUTSTANDING WEIGHTED AVERAGE FOR GRANT OPTIONS EXERCISE
PRICE

Outstanding--March 31, 1995........ 1,304,426 370,333 $0.60
Options granted.................. (372,125) 372,125 0.60
Options exercised................ - (16,360) 0.60
Options canceled................. 59,051 (59,051) 0.60

Outstanding--March 31, 1996........ 991,352 667,047 0.60
Authorized......... ... 400,000 - -
Restricted shares repurchased.... 30,417 -- -
Options granted.................. (939,521) 939,521 0.72
Options exercised...........cuuu.. - (665,935) 0.60
Options canceled...........cuun.. 93,594 (93,594) 0.62

Outstanding--March 31, 1997........ 575,842 847,039 0.74
Restricted shares repurchased.... 9,480 - -—
Options granted.................. (667,747) 667,747 2.68
Options exercised........o.veunn. -- (97,570) 0.67
Options canceled................. 212,654 (212,654) 0.86

Outstanding--December 31, 1997..... 130,229 1,204,562 $1.79

Certain unvested options have been exercised and are subject to repurchase by the Company until such
shares vest. As of December 31, 1997, 174,021 shares were subject to the right of repurchase at an

exercise price of $0.60 per share.
A summary of options outstanding and exercisable as of December 31, 1997, is as follows:

AS OF DECEMBER 31, 1997
OPTIONS OUTSTANDING OPTIONS EXERCISABLE
RANGE OF AVERAGE WEIGHTED WEIGHTED



CONTRACTUAL NUMBER CONTRACTUAL LIFE AVERAGE NUMBER AVERAGE

PRICES OUTSTANDING (YEARS) EXERCISE PRICE EXERCISABLE EXERCISE PRICE
$0.60 426,618 3.59 $0.60 168,397 $0.60

1.20 417,938 4.32 1.20 50,465 1.20

2.00 171,950 4.63 2.00 771 2.00

3.00 24,718 4.81 3.00 1,426 3.00

6.00 163,338 4.90 6.00 388 6.00
$0.60 -

$6.00 1,204,562 4.19 $1.79 221,447 $0.76

Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

8. Common Stock, Continued:

The Company accounts for its Plan under APB Opinion No. 25, "Accounting for Stock Issued to
Employees." Had compensation expense for the Plan been determined consistent with SFAS No. 123,
"Accounting for Stock Based Compensation,’ the Company's net loss would have increased to the

following pro forma amounts (in thousands, except per share information):

YEARS ENDED MARCH 31, ----------ccemmeeee NINE MONTHS ENDED 1996 1997 DECEMBER
31,1997
Net loss:
As Teported.. ..o, $ (3,196) $ (5,965) $(6,740)
PIo fOIMa. .vovitie e $ (3,198) $ (5,988) $(6,840)
Basic net loss per share:
As Teported....vuiiiiiiiiii i $ (0.64) $ (1.14) $ (1.18)
Pro fOImMa...ouveeeeeeiieeennnnnnnn $ (0.64) $ (1.15) $ (1.20)

Because the SFAS No. 123 method of accounting has not been applied to options granted prior to April
1, 1995, the resulting pro forma compensation cost may not be representative of that to be expected in

future years.

The weighted average grant date fair value of options granted during fiscal 1996 and 1997 and the
nine month period ended December 31, 1997, was $0.08, $0.12 and $2.06, respectively. The fair value
of each option grant is estimated on the date of grant using the Black-Scholes option pricing model
with the following assumptions used for grants in all periods: risk-free interest rates ranging from 5.2
to 6.7 percent; expected dividend yields of zero percent; expected lives of 3 to 4 years from grant date;

and expected volatility of zero percent.

Deferred Compensation In connection with the grant of certain stock options to employees during the
nine months ended December 31, 1997, the Company recorded deferred compensation of $580,000,
representing the difference between the deemed value of the common stock for accounting purposes
and the option exercise price of such options at the date of grant. Such amount is presented as a

reduction of shareholder's equity and amortized ratably over the vesting period of the applicable



options. Approximately $76,000 was expensed during the nine months ended December 31, 1997, and
the balance will be expensed ratably over the next four years as the options vest. Compensation
expense is decreased in the period of forfeiture for any accrued but unvested compensation arising
from the early termination of an option holder's services. No compensation expense related to any

other periods presented has been recorded.

1998 Stock Option Plan The Company's 1998 Stock Option Plan (the "1998 Plan") was adopted by the
Company's Board of Directors in February 1998, subject to approval by the stockholders. A total of
2,250,000 shares of common stock have been reserved for issuance under the 1998 Plan. The shares
reserved for issuance under the 1998 Plan increase annually on the first day of the Company's fiscal
year through April 1, 2003, by the lesser of 600,000 or three percent of the shares outstanding on the
last day of the immediately preceding fiscal year. Under the 1998 Plan, the Board of Directors may
grant options to purchase the Company's common stock to employees, directors or consultants at an

exercise price of not less than 100% of the fair value

Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

8. Common Stock, Continued:

of the Company's common stock on the date of grant, in the case of incentive stock options, and not
less than 85% of the fair value of the Company's common stock on the date of grant, in the case of
nonqualified stock options. Options must all be granted by the tenth anniversary of the effective date
of the 1998 Plan. Options issued under the 1998 Plan will generally have a term of 10 years from the

date of grant and will generally vest ratably over four years.

1998 Employee Stock Purchase Plan The Company's 1998 Employee Stock Purchase Plan (the
"Purchase Plan") was adopted by the Company's Board of Directors in February 1998, subject to
approval by the stockholders. A total of 500,000 shares of common stock has been reserved for
issuance under the Purchase Plan. The shares reserved for issuance under the Purchase Plan increase
annually on the first day of the Company's fiscal year through April 1, 2000, by the lesser of 300,000 or
two percent of the shares outstanding on the last day of the immediately preceding fiscal year. The
Purchase Plan permits eligible employees to purchase common stock at 85% of the lower of the fair
market value of the Company's common stock on the first day or the last day of each six-month

offering period.

1998 Directors' Stock Option Plan The Company's 1998 Directors' Stock Option Plan (the "Directors'
Plan") was adopted by the Company's Board of Directors in February 1998, subject to approval by the
stockholders. A total of 300,000 shares of common stock has been reserved for issuance under the

Directors' Plan. The Directors' Plan provides for the initial grant of nonqualified stock options to



purchase 20,000 shares of common stock on the date on which the optionee first becomes a
nonemployee director of the Company subsequent to the initial public offering (the "First Option"), and
an additional option to purchase 5,000 shares of common stock on the next anniversary to existing and
future nonemployee directors of the Company if, on such date, the director has served on the board for
at least six months (the "Subsequent Option"). The exercise price per share of all options granted under
the Directors' Plan will equal the fair market value of a share of the Company's common stock on the
date of grant of the option. Options issued under the Directors' Plan will have a term of 10 years from
the date of grant; the First Option shall become exercisable in installments of 25% of the total number
of shares subject to the First Option on each of the first, second, third and fourth anniversaries of the
date of grant of the First Option; each Subsequent Option shall become exercisable in full on the day
before the first anniversary of the date of grant of that Subsequent Option.

Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

9. Contingencies:

On January 20, 1997, Business Objects, S.A. filed a complaint (the "Complaint") against the Company
in the U.S. District Court for the Northern District of California in San Jose, California alleging that
certain of the Company's products infringe U.S. Patent No. 5,555,403. The Complaint seeks injunctive
relief and unspecified monetary damages. In April 1997, the Company filed an answer and affirmative
defenses to the Complaint, denying certain of the allegations in the Complaint, and asserting a
counterclaim requesting declaratory relief that the Company is not infringing the patent and that the
patent is invalid and unenforceable. In December 1997, venue for the case was changed to the
Northern District of California in San Francisco, California. The Company believes that it has
meritorious defenses to the claims made in the Complaint on both invalidity and non-infringement
grounds, and intends to defend the suit vigorously. The Company and Business Objects, S.A. are
currently conducting discovery and are awaiting a date for the claims construction hearing. The
pending litigation could result in substantial expense to the Company and significant diversion of
effort by the Company's technical and management personnel. Litigation is subject to inherent
uncertainties, especially in cases such as this where complex technical issues must be decided. The
Company's defense of this litigation, regardless of the merits of the Complaint or lack thereof, could be
time-consuming or costly, or divert the attention of technical and management personnel, which could
have a material adverse effect upon the Company's business, operating results and financial condition.
There can be no assurance that the Company will prevail in the litigation given the complex technical
issues and inherent uncertainties in patent litigation. In the event the Company is unsuccessful in the
litigation, the Company may be required to pay damages to Business Objects, S.A. and could be

prohibited from marketing certain of its products without a license, which license may not be available



on acceptable terms. If the Company is unable to obtain such a license, the Company may be required
to license a substitute technology or redesign to avoid infringement, in which case the Company's

business, operating results and financial condition could be materially adversely affected.

10. Income Taxes:

The Company accounts for income taxes using an asset and liability approach which requires the
recognition of deferred tax assets and liabilities for the expected future tax consequences of events
which have been recognized in the Company's financial statements. Deferred tax assets and liabilities

are determined using the current applicable enacted tax rate and provisions of the enacted tax law.

Until March 23, 1995, the Company had elected to be treated as an S corporation under the provisions
of the Internal Revenue Code; therefore, the income and loss of the Company was reported and taxed
in the shareholders' individual income tax returns. Thus, no provision for income taxes was recorded by
the Company. On March 23, 1995, in connection with the issuance of Series A Preferred Stock, the

Company's S corporation status was terminated and the Company became a taxable entity.

Brio Technology, Inc.
Notes to Consolidated Financial Statements--(continued)

10. Income Taxes, Continued:

The Company had a net deferred tax asset at March 31, 1996 and 1997, and December 31, 1997 as

follows (in thousands):

Moarch 31, March 31, December 31, 1996 1997 1997

Allowance for sales returns and doubtful

BCCOUNTS . vttt ittt ittt ieeeenennennnn $ 102 $ 152 $ 256
Accumulated depreciation................ (33) (92) (143)
Accrued expenses and other.............. 135 1,699 1,019
Federal and state credits............... 34 103 269
Capitalized research and development.... -- 161 246
Net operating losses............covuu... 1,119 2,003 2,979

1,357 4,026 4,626
Valuation allowancCe........uveeeeeennnnn (1,357) (4,026) (4,626)
Net deferred tax asset.................. $ - 3 -- $ -

At December 31, 1997, the Company had Federal and state net operating loss carryforwards of $8.0
million and $3.0 million, respectively, which expire at various dates through 2012. The Company
believes that, based on a number of factors, there is sufficient uncertainty regarding the reliability of

carryforwards and credits that a full valuation allowance has been recorded against the net deferred tax



asset. These factors include a history of operating losses, recent increases in expense levels to support
the Company's growth, the competitive nature of the Company's market and the lack of predictability
of revenue. Management will continue to assess the reliability of the tax benefits available to the
Company based on actual and forecasted operating results. The Internal Revenue Code contains
provisions which may limit the net operating loss and research and development credit carryforwards
to be used in any given year upon the occurrence of certain events, including a significant change in

ownership.

11. Subsequent Event

In 1998, the Company was reincorporated via a merger with a newly- formed Delaware corporation in
connection with the Company's proposed IPO. Also, the Board of Directors approved a one-for-two
reverse stock split. All common, preferred, and per share amounts have been adjusted retroactively to
give effect to this reverse stock split. In connection with the reincorporation, the automatic conversion
price for the Series A, Series B, and Series C Preferred Stock has been reduced from $14.08, as
indicated in Note 7 above, to $7.00 per share.
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ltem 13. Other Expenses of Issuance and Distribution

The following table sets forth the costs and expenses, other than underwriting discounts and
commissions, payable by the Company in connection with the sale of Common Stock being registered.
All amounts are estimates except the SEC registration fee and the NASD filing fee and the Nasdaq
National Market listing fee.

Amount to Be Paid
SEC Tegistration fee. ..ttt ittt ettt iteeeeeneeeennnenn $9,839
NASD filing fEE. . vttt ittt ittt ettt 3,835

Nasdag National Market listing fee........ciiiiiiiiiiiiiiiiiiiiinnnnn

Printing and engraving EXPeNSES . ..o eeeeeeeeeeeeeaannnnnn *
Legal fees and eXPeNSES. ...t int it ineeeeennneeeenneeeeenneeeeannnn *
Accounting fees and eXPenSeS. .. ...ttt ine et *
Blue Sky qualification fees and expenses...........c.eeiieeeennnnnnnnn *
Transfer Agent and Registrar fees........iiiiiiiiiiinii i ennnnns *



*'To be disclosed by amendment.

The Registrant intends to pay all expenses of registration, issuance and distribution with respect to the
securities being offered for the account of the Selling Stockholders, except for Underwriter's discounts

and commissions and stock transfer taxes.

ltem 14. Indemnification of Directors and Officers

Section 145 of the General Corporation Law of Delaware (the "Delaware Law") authorizes a court to
award, or a corporation's Board of Directors to grant, indemnity to directors and officers in terms
sufficiently broad to permit such indemnification under certain circumstances for liabilities (including
reimbursement for expenses incurred) arising under the Securities Act of 1933, as amended (the
"Securities Act"). Article VII of the Company's Certificate of Incorporation (Exhibit 3.2 hereto) and
Article VI of the Company's Bylaws (Exhibit 3.3 hereto) provide for indemnification of the Company's
directors, officers, employees and other agents to the maximum extent permitted by Delaware Law. In
addition, the Company has entered into Indemnification Agreements (Exhibit 10.1 hereto) with its
officers and directors. The Underwriting Agreement (Exhibit 1.1) also provides for cross-
indemnification among the Company, and the Underwriters with respect to certain matters, including

matters arising under the Securities Act.

Item 15. Recent Sales of Unregistered Securities

Since January 31, 1995, the Company has sold and issued the following securities:

1. In March 1995, the Company issued and sold, pursuant to a Series A Preferred Stock Purchase
Agreement, an aggregate of 2,496,756 shares of its Series A Preferred Stock convertible into 2,496,756
shares of Common Stock at a purchase price of $1.542 per share for an aggregate offering price of
$3,849,996.21.

2.In June 1996, the Company issued and sold, pursuant to a Series B Preferred Stock Purchase
Agreement, an aggregate of 2,117,147 shares of its Series B Preferred Stock convertible into 2,117,146
shares of Common Stock at a purchase price of $2.834 per share for an aggregate offering price of
$5,999,991.76.

3.In April 1996, the Company issued and sold a warrant to purchase an aggregate of 10,000 shares of

its Common Stock an exercise price of $0.60 per share to Management Decisions Limited.

4.In June 1997, the Company issued and sold, pursuant to a Series C Preferred Stock Purchase
Agreement, an aggregate of 852,269 shares of its Series C Preferred Stock convertible into 852,269
shares of Common Stock at a purchase price of $7.04 per share for an aggregate offering price of
$5,999,973.76.



5.From January 31, 1995 through January 31, 1998, the Company granted options under the 1992
Stock Option Plan to purchase an aggregate of 1,990,493 shares of Common Stock at exercise prices
ranging from $0.60 to $8.00 per share to 272 employees, directors and consultants.

6. From January 31, 1995 through January 31, 1998, an aggregate of 786,129 shares of Common Stock
were issued pursuant to option exercises at exercise prices ranging from $0.60 to $2.00 per share to 59

employees, directors and consultants.

The issuances of the securities in Items 1, 2, 3 and 4 above were deemed to be exempt from registration
under the Act in reliance on Section 4(2) of such Act. The issuances of the options and Common Stock
issued upon exercise of options in Items 5 and 6 above were deemed exempt from registration under
the Act in reliance upon Rule 701 promulgated under the Act. The recipients of securities in each such
transaction represented their intentions to acquire the securities for investment only and not with a
view to or for sale in connection with any distribution thereof and appropriate legends were affixed to
the share certificates, options and warrants issued in such transactions. All recipients had adequate

access, through their relationships with the Company, to information about the Company.

[tem 16. Exhibits and Financial Statement Schedules

(a) EXHIBITS

Number Description

1.1 Form of Underwriting Agreement* 3.1 Amended and Restated Certificate of Incorporation of the
Company.* 3.2 Form of Amended and Restated Certificate of Incorporation of the Company to be
effective upon the closing of the Offering. 3.3 Bylaws of the Company. 4.1 Specimen Stock Certificate.*
4.2 Amended and Restated Rights Agreement dated as of June 27, 1997 between the Company and the
individuals and entities listed in the signature pages thereto, as amended effective February 27, 1998.
5.1 Opinion of Venture Law Group regarding the legality of the Common Stock being registered.* 10.1
Form of Indemnification Agreement between the Company and each of its Officers and Directors. 10.2
Loan and Security Agreement dated December 30, 1997 between the Company and Silicon Valley
Bank. 10.3 Sublease dated February 1997 between the Company and KPMG Peat Marwick LLP. 10.4
Lease Agreement dated June 27, 1996 between the Company and the Arrillaga Family Trust. 10.5
Employment Agreement dated July 15, 1996 between the Company and Robert Currie.

Number Description
10.6 Employment Agreement dated July 21, 1997 between the Company and Karen
Willem.
10.7 Employment Agreement dated June 30, 1994 between the Company and Yorgen
Edholm.x

10.8 1992 Stock Option Plan.
10.9 1998 Stock Option Plan.
10.10 1998 Directors' Stock Option Plan.



10.11 1998 Employee Stock Purchase Plan.

21.1 List of Subsidiaries.

23.1 Consent of Independent Public Accountants.
23.2 Consent of Counsel (included in Exhibit 5.1).x
24.1  Power of Attorney (see page II-4).

27.1 Financial Data Schedule.

*'To be supplied by amendment.

(b) FINANCIAL STATEMENT SCHEDULES Report of Independent Public Accountants on Schedule
S-1 Schedule II--Valuation and Qualifying Accounts S-2 Schedules not listed above have been omitted
because the information required to be set forth therein is not applicable or is shown in the financial

statements or notes thereto.

Item 17. Undertakings

The undersigned Registrant hereby undertakes to provide to the Underwriters at the closing, as
specified in the underwriting agreement, certificates in such denominations and registered in such

names as required by the Underwriters to permit prompt delivery to each purchaser.

Insofar as indemnification for liabilities arising under the Securities Act may be permitted to directors,
officers and controlling persons of the registrant pursuant to the foregoing provisions, or otherwise, the
registrant has been advised that in the opinion of the SEC such indemnification is against public policy
as expressed in the Securities Act, and is, therefore, unenforceable. In the event that a claim for
indemnification against such liabilities (other than the payment by the Registrant of expenses incurred
or paid by a director, officer, or controlling person of the registrant in the successful defense of any
action, suit or proceeding) is asserted by such director, officer or controlling person in connection with
the securities being registered, the registrant will, unless in the opinion of its counsel the matter has
been settled by controlling precedent, submit to a court of appropriate jurisdiction the question
whether such indemnification by it is against public policy as expressed in the Act and will be governed

by the final adjudication of such issue.
The Securities Registrant hereby undertakes that:

(1) For purposes of determining any liability under the Securities Act, the information omitted from
the form of prospectus filed as part of this registration statement in reliance upon Rule 430A and
contained in a form of prospectus filed by the registrant pursuant to Rule 424(b)(1) or (4) or 497(h)
under the Securities Act shall be deemed to be part of this registration statement as of the time it was

declared effective.

(2) For the purpose of determining any liability under the Securities Act, each post-effective
amendment that contains a form of prospectus shall be deemed to be a new registration statement
relating to the securities offered therein, and the offering of such securities at that time shall be deemed
to be the initial BONA FIDE offering thereof.



Signatures

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES ACT OF 1933, THE REGISTRANT
HAS DULY CAUSED THIS REGISTRATION STATEMENT TO BE SIGNED ON ITS BEHALF BY
THE UNDERSIGNED, THEREUNTO DULY AUTHORIZED, IN THE CITY OF PALO ALTO, STATE
OF CALIFORNIA ON MARCH 2, 1998.

Brio Technology, Inc.

/s/ Yorgen H. Edholm By: YORGEN H. EDHOLM PRESIDENT, CHIEF
EXECUTIVE OFFICER AND CHAIRMAN OF THE BOARD OF DIRECTORS

Power of Attorney

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
hereby constitutes and appoints, jointly and severally, Yorgen H. Edholm and Karen J. Willem, and each
of them, as his attorney-in-fact, with full power of substitution, for him or her in any and all capacities,
to sign any and all amendments to this Registration Statement (including post-effective amendments),
and any and all Registration Statements filed pursuant to Rule 462 under the Securities Act of 1933, as
amended, in connection with or related to this Offering contemplated by this Registration Statement
and its amendments, if any, and to file the same, with exhibits thereto and other documents in
connection therewith, with the Securities and Exchange Commission, hereby ratifying and confirming
our signatures as they may be signed by our said attorney to any and all amendments to said

Registration Statement.

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES ACT OF 1933, THIS
REGISTRATION STATEMENT HAS BEEN SIGNED BY THE FOLLOWING PERSONS IN THE
CAPACITIES AND ON THE DATES INDICATED:

Signature Title Date

/s/ Yorgen H. Edholm President, Chief March 2, 1998 - ----------ommmmmmmm oo Executive
Officer YORGEN H. EDHOLM and Chairman of the Board of Directors (Principal Executive Officer)

/s/ Karen J. Willem Chief Financial March 2, 1998
e e Officer (Principal
KAREN J. WILLEM Financial and

Accounting Officer)

/s/ Katherine Glassey Director March 2, 1998 KATHERINE GLASSEY /s/ E. Floyd Kvamme Director
March 2, 1998 E. FLOYD KVAMME /s/ Bernard J. Lacroute Director March 2, 1998 BERNARD J.
LACROUTE /s/ Norman Vincent Director March 2, 1998 NORMAN VINCENT After the
reincorporation and the effectiveness of the stock split discussed in Note 11 to Brio Technology, Inc.'s

consolidated financial statements, we expect to be in a position to render the following audit report:



Arthur Andersen Lip

San Jose, California February 26, 1998

Report of Independent Public Accountants on Schedule

To the Shareholders of Brio Technology, Inc.:

We have audited, in accordance with generally accepted auditing standards, the consolidated financial
statements of Brio Technology, Inc. and subsidiaries included in this Registration Statement and have
issued our report thereon dated February 26, 1998. Our audits were made for the purpose of forming
an opinion on the basic financial statements taken as a whole. The schedule listed in the index above is
the responsibility of the Company's management and is presented for the purpose of complying with
the Securities and Exchange Commission's rules and is not part of the basic financial statements. This
schedule has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, fairly states in all material respects the financial data required to be set

forth therein in relation to the basic financial statements taken as a whole.

Arthur Andersen Lip

San Jose, California February 26, 1998
Brio Technology, Inc.

Schedule Ii--valuation and Qualifying Accounts

COLUMN A COLUMN B COLUMN C  COLUMN D COLUMN E
BALANCE AT CHARGED TO BALANCE
BEGINNING COSTS AND AT END
DESCRIPTION OF PERIOD  EXPENSES DEDUCTIONS OF PERIOD
Year ended March 31, 1995: Allowance for returns and doubtful accounts.........ccceeueveruenenee. $ 52,000 $§
89,000 $ -- $141,000 Year ended March 31, 1996: Allowance for returns and doubtful
ACCOUNTS.vererererereerrrerenene $141,000 $108,000 $ -- $249,000 Year ended March 31, 1997: Allowance for
returns and doubtful accounts.........cceeeveuevnnee. $249,000 $346,000 $224,000 $371,000 Nine-Month

Period Ended December 31, 1997: Allowance for returns and doubtful accounts.........cccceceeurueneeee.
$371,000 $424,000 $176,000 $619,000
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10.
10.
10.
10.
21.
23.
23.
24,
27.

Form of Underwriting Agreement.x

Amended and Restated Certificate of Incorporation of the Company.x

Form of Amended and Restated Certificate of Incorporation of the
Company to be effective upon the closing of the Offering.

Bylaws of the Company.

Specimen Stock Certificate.x

Amended and Restated Rights Agreement dated as of June 27, 1997 between
the Company and the individuals and entities listed in the signature
pages thereto, as amended effective February 27, 1998.

Opinion of Venture Law Group regarding the legality of the Common Stock
being registered.x*

Form of Indemnification Agreement between the Company and each of its
Officers and Directors.

Loan and Security Agreement dated December 30, 1997 between the Company
and Silicon Valley Bank.

Sublease dated February 1997 between the Company and KPMG Peat Marwick
LLP.

Lease Agreement dated June 27, 1996 between the Company and the
Arrillaga Family Trust.

Employment Agreement dated July 15, 1996 between the Company and Robert
Currie.

Employment Agreement dated July 21, 1997 between the Company and Karen
Willem.

Employment Agreement dated June 30, 1994 between the Company and Yorgen
Edholm.x

1992 Stock Option Plan.

1998 Stock Option Plan.

1998 Directors' Stock Option Plan.

1998 Employee Stock Purchase Plan.

List of Subsidiaries.

Consent of Independent Public Accountants.

Consent of Counsel (included in Exhibit 5.1).x

Power of Attorney (see page II-4).

Financial Data Schedule.

*To be supplied by amendment. </TEXT>



