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"1086. ..was a year in 
which we sustained 
our rapid rate of growth." 



President's 
Message 

To our Stockholders: 

I am pleased to present to you Informix Corpora- 
tion's 1986 Annual Report, our first annual report as 
a publicly held corporation. 

Fiscal 1986 was an eventful year for Informix 
Corporation. It was a year in whch we achieved record 
growth in net revenues and earnings and sustained 
our rapid rate of growth. Net revenues increased to 
$21,108,000, doubling last year's figure of $10,578,000. 
Net income increased to $2,463,000 or $0.36 per share, 
as compared to $1,174,000, or $0.19 per share, acheved 
a year ago notwithstanding a 13 percent increase in 
weighted average shares. 

This past year was also a year in whlch we com- 
pleted our initial public offering. As a result, approxi- 
mately $10.5 million was raised through the sale of 
approximately 1.5 million shares of common stoclz. 
Infor mix stock is now trading over-the-counter under 
the NASDAQ symbol IFMX. 



During 1986, we changed our name from 
Relational Database Systems to Informix. 
m s  was done primarily to associate our com- 
pany name with our leadmg products. Our 
Delaware corporation is known as Informix 
Corporation, and its operating subsidiary is 
~nfo>mix software, I&. 

We continued to mold and strengthen our 
organizational structure to meet the needs of 
our customer base. During the year, William 
E. Morton joined our management team and - 

became vice president of customer services. 
Bill's considerable background wdl be a great 

asset as we continue to move forward in these critical 
areas. In addition, we formed a consulting services 
group and a new "regency" support program to expand 
the range of our support services. The sales and product 
marketing organizations were expanded as well. Martin 
Yam joined us as vice president of the eastern sales 
&vision, to help continue to build our East Coast sales 
operations, telecomrnunications industry sales, and 
other key accounts. 

As a whole, we grew 73 percent from 124 employ- 
ees at the end of 1985 to 214 employees at the end 
of 1986. 

Ths past year was a n  important one for new prod- 
uct development. In early 1986, the introduction of 
INFORMTX-~GL, our new fourth-generation language, re- 
sulted in one of our most successsful product rollouts 
to date. INFORMIX-~GL has received wide acclaim and 
acceptance, especially among MIS application devel- 
opers in the Fortune 1000, federal government, and 
vertical markets. 

During the year, we developed versions of our 
INFORMIX-~GL and INFORMIX-SQL products for VMS, Digital 



Equipment Corporation's widely-used, proprietary 
operating system. The decision to develop, market, 
and support our products for VAX minicomputers and 
Microv~x workstations represents a major step to- 
ward acheving our goal of providing standard DBMS 

products for standard operating environments. We be- 
lieve that the fundamental trends in thls marlzetplace 
point to a great potential need for products that allow 
custom data processing applications to be built quiclz- 
ly and according to specifications-products such as 
OUT INFORMIX-4GL. 

We also began development of a new product, 
INFORMIX Datasheet Add-In, a Lotus 1-2-3@ add-on 
product that brings true relational DBMS capabilities 
to Lotus 1-2-3. In addition, we continued develop- 
ment of INFORMIX-TURBO, an optional, fault-tolerant, 
high-performance database server for the Informix 
product line. 

To date we have made great strides in positioning 
our company to provide leadership in important areas 
of new technology and to sustain a rapid rate of growth. 
We will continue to leverage our resources to expand 
into new markets. We intend to continue to identify 
new opportunities and to apply our orderly approach 
to managed growth. 

As we go forward in this first fiscal year as a 
publicly held corporation, I believe we have clearly 
reached a new threshold in our development, with 
more strengths and opportunities ahead of us than 
ever before. 

V Roger J. Sippl 

President, 
Chairman and 
Chief Executive Officer 
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Products 

Research and 
Development 
Expenditures 
[in thousands] 

$274,000 
Cap~tahzed 
per SFASB No 86 

Informix markets a 
broad range o f  app11- 
cation development 
tools based on indus- (1 

try-standard SQL. 7 
These tools feature 5 
a built-in migration 
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The Next Generation 
The art of application design 
and development has pro- 
gressed considerably since the 
first programming languages- 
consisting of 1's and 0's-were 
invented. Several generations 
of programming languages 
have evolved since that time. 
These are known successively 
as assembly languagesj high 
level languages such as COBOL, 
BASIC, and FORTRAN; and more 
recently, fourth-generation 
languages, or 4GLS. Each new 
generation has radically sim- 
plified the application devel- 
opment process. 

Concurrent with this evo- 
lution in programming lan- 
guages was a revolution in 
microprocessor design, per- 
formance and cost. This phe- 
nomenon paved the way for 
the new fourth generation of 
programming languages. These 
languages, combined with the 
new advances in hardware de- 
sign, have created an important 
new class of computers, small- 
er than mainframes, known 
as the mid-range. 

INFORMIX-4GL 
The introduction in February 
1986 of a new fourth-generation 
language developed by Infor- 
mix, INFORMIX-4GL, proved to 
be a significant milestone both 
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for the company as well as the 
industry in general. INFORMIX- 
4GL is the first application 
building language to flexibly 
combine all the essential 
fourth generation application 
programming features with 
Structured Query Language 
(SQL) into one consolidated 
programming language. The 
result: a world-class program- 
ming language designed for 
IBM'S standard SQL, that can re- 
place more conventional pro- 
gramming tools and business 
programming languages. 

Engineered as a complete 
application development 
system for the application 
builder, INFORMIX-4GL contains 
ANSI-Standard SOL woven into 
syntax for forms, reports and 
custom ring menus. INFORMIX- 
4GL allows the programming 
professional to fully define 
and control the end-user envi- 
ronment and swiftly create 
complex applications that are 
compatible with industry 
standards. 

Using INFORMIX-4GL, ap- 
plication developers now have 
a programming tool capable 
of diminishing the vast back- 
log of required applications. 
With productivity gains re- 
corded at more than 10 to 1 
compared to conventional 
third-generation languages 
such as COBOL, INFORMIX-4GL 
has been selected worldwide by 
many Fortune 500 companies, 
federal government agencies, 
and vertical market applica- 
tion developers for important 
new applications. 

These new applications 
created using INFORMM-4GL 
are of a greater scope, and are 
being completed in less time, 
with a higher degree of cus- 
tomization than ever before. 

Networking 
Networking system technol- 
ogy has become increasingly 
sophisticated in recent years. 
In 1985, Informix was the first 
company to ship SQL-based 
DBMS products for local area 
networks of personal com- 
puters. Currently, Informix 



provides a broad range of DBMS 
products for a wide variety of 
networlzed environments, in- 
cluding personal computer 
networks, minicomputer net- 
works, and networks that 
combine micros and minis. 
We are currently engineering 
even more extensive network 
configurations. 

Several years ago, Informix 
developed a two-process archi- 
tecture for our SQL product 
line to maximize connectivity 
and compatibility. One process 
provides the human interface. 
The other process is an SQL 
"software engine" for storage 
and retrieval of data. This 
front-end1 baclz-end split ar- 
chitecture was to become the 
cornerstone of future product 
development. These designs 
maximize the distributed 
intelligence that LAN environ- 
ments offer and provide a 
fundamentally sound path for 
compatibility with existing 
micro, mini, and mainframe 
applications via the SQL 
language. 

F 
V M S  Products 
In 1986, Informix announced 
the availability of its leading 
products-INFORMIX-~GL and 
INFORME-SQL-for VMS, Digital 
Equipment Corporation's 
widely-used, standard operat- 
ing environment. In recent 
years, demand for VMS applica- 
tions has become increasingly 
broad-based, with developers 
seeking programming tools 
that emphasize productivity 
and that are easily trans- 
ported across a variety of dif- 
ferent systems and networks. 
Our evaluation of these 
trends clearly indicated a need 
for Informix tools such as 
INFORMIX-SQL and INFORMIX- 
4GL in this environment. The 
combination of the two prod- 
ucts enables VMS developers 
to quickly develop prototypes 
of application programs and 
then customize them com- 
pletely to conform to user 
specifications. 
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I Distril 
lg and 
t ion 

Employees 

Bringing Informix's leading 
products to a wide range of 
customers in growing markets 
is a team effort. All Informix 
products are marketed via a 
broad-based network of direct 
and indirect sales organizations 
-our end-user sales force, our 
telemarketing team, Original 
Equipment Manufacturers 
(OEMS), Value Added Resellers 
(VARS) and distributors and 
dealers situated around the 
globe. This network has been 
carefully established over time. 
It provides quality products, 
service, and support to Infor- 
mix customers worldwide. 

Fortune 500 
An important goal for Infor- 
mix in 1986 was the expan- 
sion of the direct sales organi- 
zation in order to develop an 
increased presence in  the 
marketplace, especially among 
Fortune 500 and corporate 
end-user accounts. In 1986, 
the Informix field organiza- 
tion was expanded to include 
offices in Atlanta, Dallas, and 
NewYork. An additional of- 
fice was established in New 
Jersey solely to meet the needs 
of the telecommunications 
industry. 

The telemarketing sales- 
force was also expanded to in- 
crease sales activities targeted 
toward these customers. 
Armed with an Influential new 
product, INFORMIX-4GL, and 
the Informix family of SQL- 
based solutions, these two 
groups combined their efforts 
to work synergistically to in- 
crease presence among the 

Fortune 500. As a result, sales 
to these customers have in- 
creased dramatically. Today, 
approximately 56 percent of 
Informix's user base is classi- 
fied as corporate end user. 

OEMs 
The mid-range of the com- 
puter systems marketplace is 
composed of many different 
kinds of computer systems, 
featuring different technolo- 
gies and approaches to com- 
puting. A great many manu- 
facturers of these systems 
have selected the Informix 
family of application develop- 
ment tools to add superior 
functionality to their prod- 
ucts. Today, Inforrnix products 
have been ported to over 150 
different models of mid-range 
computer systems, from ad- 
vanced personal computers to 
supermicros to superminis to 
mainframes. Strategic agree- 
ments have been formed with 
many of the largest and best- 
known computer manufac- 
turers in the industry. This 
year's OEM activities were 
highlighted by the fact that 
many leading international 
OEMS, such as NEC, Siemens, 
Nixdorf, Fujitsu and ICL, have 
joined the team. 

International 
Compliance with industry- 
wide standards is increasingly 
important to international 
marketers. These standards 
are established in Europe by the 
XIOPEN group, an affiliation of 
European OEMs. XIOPEN has 
selected Informix technology, 
C-ISAM, as the standard in- 
dexed sequential access meth- 
od for use with the Unix oper- 
ating system. This has made 
Informix an integral part of the 
growth of Unix abroad. 

Informix has also contin- 
ued to build its international 
distribution base. By develop- 
ing marketing capabilities 
through strategic channels 
overseas, Informix is making 
significant inroads in markets 



worldwide. Translations of 
Informix products have been 
completed in German, French, 
Italian, Danish, Chinese, and 
Japanese Kanji. In Western 
countries, such as Germany, 
England, and France, Informix 
products maintain a signifi- 
cant share of the market. This 
year international sales in- 
creased approximately 200 
percent over the previous year. 

Government 
Increasingly, major depart- 
ments of the United States 
Government have acknowl- 
edged the advantages of soft- 
ware standardization based on 
Unix and SQL. As a result, an 
estimated 70 percent of all 
U.S. Government Requests 
For Proposals (RFPS) specify 
the Unix operating system 
as a necessary requirement. 
Informix has consistently 
demonstrated its leadership 
position in the Unix software 
marketplace as well as its 
commitment to software 
standardization. Today, 15 
percent of Informix's user 
base is classified as govern- 
ment end user. 

VARs 
Informix VARS have developed 
significant products invertical 
industries based on a combi- 
nation of Informix software 
and computer hardware. A 
comprehensive listing of these 
products is published annu- 
ally in our Independent Ven- 
dor Catalog. The 1986 edition 
describes over five hundred 

' different entries and includes 
I a new section on Informix 

products and services available 
around the world. An estimated 
29 percent of Infomix's user 
base consists of users of verti- 

I cal applications that incor- 
porate Informix products. 



The Informix family of data- 
base management tools are an 
integral part of a great many 
successful commercial appli- 
cations. Throughout the world, 
application developers and end 
users rely on Informix prod- 
ucts to manage vast amounts 
of information easily, and 
increase productivity. 

Informix technology is 
virtually limitless in  its ver- 
satility. Informix software 
is embedded in a myriad of 
diverse product offerings, 
which are marketed by many 

other firms. To date, more than 
250,000 licenses have been 
sold for Informix products. 
These products add superior 
functionality and performance 
to an increasing array of mid- 
range computer systems. 

At Informix, we are par- 
ticularly proud of the way our 
customers continue to find 
new and innovative implemen- 
tations for our broad family of 
data management and appli- 
cation development tools. 
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software vendors have based 
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Management's k - - Discussion and . - - 
Analysis of Financial " Conditions and 
Results of Operations 

Cost and Expenses Financial Accounting Standards Board's 
Cost 04 Revenues. Statement on Financial Accounting 
Cost of revenues, which consist pri- Standards No. 86, Accounting for the 
marily of the costs of software media, Costs of Computer Software to be Sold, 
manuals, other documentation and Leased, or Otherwise Marketed ("SFASB 
packaging, were 8% of revenues in No. 8GJ'), which requires that, once 
1984,9% in 1985, and 8% in 1986. technological Seasibflity- of a software 

product has been established, all sub- 
Sales and Marketing Expenses. sequent software pmdw~tion costs in- 
During 1984, 1985 and 1986, sales and curred in developing the product. to a 
marketing expenses increased in abso- commercially a c c e p t e l e l  be capi- 
lute dollar value as the Company coh- talized and repoited.at ike-low~r of un- 
tinuedto increase itssales and marketing amortized cost -or net r&lizable value 
expenditures in order to market its of the producg. The C~~@@-xiiy ad~pted 
products more effectively to end users the provisions of SFAB~~D. 86 & of 
and to expand its presence in domestic January 1, .1986.. T~-.tb4:e3&gnt that the 
and internatiwal markets. Since mid- application of;s&ksgNq %6>~3qlt$ in 
1985, the Company has opened all six the c a p i ~ l ~ i o ~  af <d&~am ~osts, 
of its regional domestic sales ofkces the effect,* lxto defe~s~&h &st6 to h- 
and increased its sales staff from 12 to ture periods-wiih a e~mqsponding im- 
84 persons. Sales and marketing ex- provement in neear-term a p e r a w  
penses were 42% of revenues in 1984, results. 
46% in 1985 and 45% in 1986. These During 1986, $274,000 of research 
expenses also increased as a result of - and-deveiopment expenses, or 10% of 
increased advertising and sales prow- the total for such emenses, were capital- 
tional actixities and the establishment ized under SPAS No. 8-6. The Company 
of sales incentive programs for the ' antidpates that the poztion.01 its re- 
sale* staff, search and d%irelopment expenditures 

required to- be &pitalize-d-iifidex SFASB 
Research and Devel~pment Expense$. NO, 8 6 d I - b e  at lugher levels druing. 
The Company believes that research 1987: 
and development of new products and 
enbancements of existing products are General and AdmM?tiatiw Eqenses. 
essential to its continued growth in ~enesa l  and adrmnistmtI~?expenses 
revenues, and so it expects these costs of the Company were 27% /bf revenues 
to continue to be a sgdicant perce- in TP84,12% h 1385; and 14% in 1986. 
age &revenues. The Company's research The Company bdimes that in 1987 
and development expenses, while in- these expenses will not increase as 
creasing sign&cantly in absolute dollm a pezcentage of revenues over 1986. 
year to year, have not increa'sed in-pm- 
portion to growth iq revenues. Research I n a ~ m e  
and development expenses amounted 33e Gorsdpmy's.pre- income in- 
to 14% of revenues in 1984 and 1985, creased 109% hom 1984 to 1985 and 
and 12% in 1986. 119% fiom 1985 to 1986. hcame before 

The predomfnht practice of ex- - income tax& was 19% of U84 reve- 
pensing all costs of developing and pro- nues, 20% d 1985 revenues, and 22% 
ducing a computer software product, of 1986 revenaes. The capitalization 
followed lay the Company through the of research and dmlopaient expenses 
end of 1985, has been changed by the under SPASB No. 86, discussed above, 

coritributed to the higher income as 
a pex~ent 03 revenues in 1986. Because 
the Company's fixed costs, primarily 



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

associated with personnel, constitute in 1986 the Company raised approxi- 
the largest percentage of total costs and mately $10,500,000 in connection with 
expenses, variations between planned an initial public offering of its com- 
and actual revenues will cause income mon stock. The Company believes 
to vary widely in any period. that its present cash position plus its 

Certain provisions to the Tax cash flow from operations will be 
Reform Act of 1986 caused the provi- sufficient to meet its presently antici- 
sion for income taxes to increase from pated working capital requirements 
45% in 1985 to 47% in 1986. The through at least 1987. 
Company anticipates that slight de- 
creases in effective tax rates will result Quarterly Results 
from this new tax legislation in 1987 The following table presents quarterly 
and 1988. operating results for the twelve fiscal 

quarters beginning January 1, 1984 
Liqjdity and Capital Resources and ending December 31, 1986. The 
Historically, the Company has funded Company believes that all necessary 
most of its growth internally, and through adjustments have been included in the 
the sale of its Common Stock. Working amounts stated below to present fairly 
capital increased from $15,000 in 1981 the following selected quarterly infor- 
to approximately $3,500,000 at June mation when read in conjunction with 
30,1986, to approximately $14,00O,OQO the financial statements included else- 
at December 31,1986. The increase in where herein. This information in- 
working capital sinee June 30, 1986 cludes all normal recurring adjustments 
primarily represents proceeds of the that the Company considers necessary 
Company's initial public offering. for a fair presentation thereof, in accord- 
The Company also has a $2,000,000 ance with generally accepted account- 
revolving line of credit, secured by ing principles. The operating results 
accounts receivable and certain other for any quarter are not necessarily 
property, against which no borrowings indicative of results for any future 
are currently outstanding. In 1985 the fiscal period. 
Company sold $1,500,000 of common 
stock to Altos Computer Systems, and 

(In thousands, except per share data) 

1984 - 1985 1986 
1st 2nd 3rd 4th 1st 2nd 3rd 4th 1st 2nd 3rd 4th 

Net Revenues $1,005 $1,139 $1,118 $1,948 $1,598 $3166 $2,778 $4,036 $4,152 $4,617 $5,693 $6,646 
Costs and Expenses: 
Cost of revenues 87 80 96 144 166 242 234 255 332 387 479 568 
Sales and marketing 451 437 540 764 924 965 1,231 1,777 1,908 2,093 2,530 3,082 
Research and development 139 103 227 244 261 370 359 481 548 588 588 714 
General and administrative 124 258 233 288 209 264 330 472 708 -647  677 890 
mtal costs and expenses 801 878 1,096 1,440 1,560 1,841 2,154 2,985 3,496 3,715 4,274 5.254 
Operating Income 204 261 22 508 38 325 624 1,051 656 902 1,429 1,392 
~nterest income (expense), net 9 13 7 (9 )  4 22 18 37 44 15 42 178 
Income before income taxes 213 274 29 499 42 347 642 1,088 700 91 7 1,461 1.570 
Provision for income taxes 83 106 11 195 19 155 286 485 351 461 733 640 
Net Income 130 168 18 304 23 192 356 603 349 456 728 930 

Net Income Per Share $ .03 $ .03 $ - $ .06 $ - $ .03 $ .06 $ . l o $  . 0 6 $  - 0 7 s  . 1 1 $  . I 2  

Shares used in computing 
net income per share, 
fully diluted 4,995 4,999 5,193 5,194 5,321 6,138 6,179 6,274 6,102 6,487 6,556 8,045 



Management's 
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Results of Operations 

The Company's revenues have gen- the Company's INFORM,Ix-4GL product 
erally increased sequentially over the relative to average documentation costs 
past twelve quarters. Until l986, the of the Company's other products, and 
Company's employee sales incentives- (iii) approximately $150,000 of unusual 
emphasized the achievement of annual general and administrative expenses 
revenue goals. Consequently, in 1984 related to certain charges in connec- 
and 1985, fourth quarter revenues were tion with the company's move to new 
significantly higher than those in each facilities. In the last quarter of 1386, 
of the preceding three quarters of the despite an increase in revenue, operating 
respective years as a result of the iacome declined, reflecting the Com- 
achievement by the Company of its pany's increasing its staff -all areas- 
annual sales objectives through a high The decrease in operating income in 
level of fourth quarter revenues. Reve- the third quarter of 1984 reflects a sub- 
nues for the first quarter of 1985 were stantial growth in marketing and sales 
lower than those for the fourth quarter expense and in research and develop- ' 
of 1984, and revenues for the first quar- ment expense from a combined total 
ter of 1986 were only slightly higher af 47% of revenues in the second quarter 
than those for the fourth quarter of 1985. to 69% of revenues in the third quarter 
n e  Company believes that its increased with no comparable quarter-to-quarter 
revenues in 1986 are chiefly attribu- revenue growth. 
table to revenues from its INPOW-~GL Revenues involving prepaid license 
product, introduced in February 1986, fees (where costs of revenues are mini- 
increased revenues from its INFORMIX- mal) have represented a sigmficant 
SQL product, introduced in 1985, and portion of revenues during the past six 
increased emphasis on achievements quarters, particularly in the fourth quar- 
of sales objectives on a quarterly, rather ter of 1985 and the first quarter of 1986 
than an annual basis. where such revenues accounted for 

The substantial decreases in oper- approximately 40% of total revenues 
ating income in the first quarter of 1985 in those quartexs,-Accordmgly, operat- 
compared to the preceding fourth quar- ing income for those four quarters was 

--:I ~L - 
ter reflect the above-described revenue enhanced, and the fourth quarter to 

5 +2*- 
-s pattern as well as an increased level of first quarter operating income decline 

z;2;:% >" 
--,--.:- - - -  
* ~ . ~ ~ ~ 5 - z ~ 4  -: 

expenditures for sales and marketing described above was mitigated by-this 
..*- -- 5.z - q d  research and development together favorable mix of revenue sources. 
>-<- _ _  _ with an increase in cost of revenues. 

In the first quarter of 1986, despite a 
slight increase in revenue, operating 
income declined reflecting generdy 
higher operating expenses including: (il 
additional hiring in most departments, 
(ii) increased documentation cost for 



Report of 
Independent Public 
Accountants 

We have examined the consolidated 
balance sheets of Informix Corpora- 
tion (a Delaware corporation) and sub- 
sidiary (formerly Relational Database 
Systems, 1nc.-see Note 1) as of Decem- 
ber 31, 1985 and 1986, and the related 
consolidated statements of operations, 
stockholders' equity and changes in 
financial position for each of the three 
years in the period ended December 31, 
1986. Our examinations were made in 
accordance with generally accepted 
auditing standards and, accordingly, 
included such tests of the accounting 
records and such other auditing proce- 
dures as we considered necessary in 
the circumstances. 

In our opinion, the consolidated 
financial statements referred to above 
present fairly the financial position of = 

Informix Corporation and subsidiary 
as of December 31,1985 and 1986, and 
the results of their operations and the 
changes in their financial position for 
each of the three years in the period 
ended December 31,1986, in conformity 
with generally accepted accounting 
principles applied on a consistent basis. 

Arthur Andersen d Co. 

Sun /ose, California 
[ u I ~ u Q ~ ~  28,1987 
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Consolidated 
Statement of 
Operations 

For the three years ended 
December 31, 1986 

2 c., z 7 - A ; r - > ,  .--.d-&-.:y> k~:>&=-+:- : 
A.p>Ac; ><k.7 :$,F r-- e-. - * .? -=- *> ,- 
-T ,,- a- =we -, <_-& A- : g------<-&--.'. - - 1 7 1 (ln thousands, excqpt per share dat$:.- >= - . . .-,, . - 1-9 Informix Corporation 

1984 1985 1986 

Net Revenues $ 5,210 $10,578 $21,108 
Cost of Revenues 407 897 1,767 

4,803 9,681 19,341 Gross margin I 

Operating Expenses: 
Sales and marketing 2,193 4,897 9,613 

I 
I 

Research and development 713 1,470 2,438 
General and administrative 902 - 1,276 2,922 1 

- - ,. 
3,808 7,643 14,973 

Income &om operations 995 2,038 4,368 
20 80 279 Interest Income (net) 

Income before provision for income taxes 1,015 2,118 4,647 

Provision for Income Taxes: 
Federal 298 - 745 1,812 
State 97 199 372 

Net Income . $ 620 $ 1,174 $ 2,463 . 

Earnings Per Share - 

Primary: 
Net Income Per Share $0.12 $0.20 $0.37 
Shares Used in Computing Primary Net 

Income Per Share - 5,104 5,970 6,6348, 
Fully Diluted: .- 

Net Income Per Share $0.12 $0.19 $0.36 
Shares Used in Computing Fully 

Diluted Net Income Per Share L - - 5,144 ' '6,075 6,860 

The accompanying notes are an integral part of these consolidated financial statements. 
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Consolidated 
Statements of 
Stockholders' 
Equity 
For the three years ended 
December 31,1986 

[In thousands) 

No@s 
Receiv&le 

Common Stock Additional Erom Defened 
Pgid-iu Stock- Compen- ~etained 

Shares Amount Capital holders sation Earnings Total 

Balance, December 31,1983 4,273 $ 337 $ - $ (201 $ - $ 232 $ 549 
Payment on note - - - 2 
Exercise of stock options at 

$,I1 per share 429 47 
Tender of common stock as p&ment 

for stock options exercised at 
$1.25 per share (31) (39) - - 

Issuance of common stock for bonuses 
at $1.25 per share 101 _ 126 - - 

Rescission and return of c a m  stwk (2251 l2zl - - 
Net income - - - - 

Balance, December 31,1984 4,547 449 - (181 
Issuance of common stock at $1.75 per 

share, to employees in exchan@ 
for promissory notes 16 28 - (28) 

Exercise of stock options 42 13 - - 
Sale of stock at $1.65 per share, net 

of offering expenses of $46 909 1,454 - - 
Payments received on notes recei~alsle - - 4 
Guarantee of ESOP liability - - - - 

- - - Net income - 
Balance, December 31,1985 5,514 . 1,944 - (42) 
Exercise of stock options . 28 20 25 - 

- - Sale of stock at $2.125 per share 17 36 
Sale of stock at $2.45 per share, to 

3 

employees in exchange for cash 
18 44 and promissory notes - - (11) - - - -1 

- 33 9 
Sale of stock at $3.50 per share, to 

- - 1 
officers in exchange for cash and - 2  

:J 

promissory notes 74 259 - (233) - - 26 4 
Repurchase of stock at: $1.75 per share (16) (28) - - - - (28) -4 
Reincorporation of Company - (2,218)- 2,218 - - - - 2 

- - 

Sale of stock at $5.00 per share, to an ? 

officer in exchange for promis- 
sory note 10 - 50 . (50) - - - 

- - 
4 

Payments received on notes receivable - - - ' 14 14 -3 
- 7 - - 87 - 1 

Payment on ESOP liability - 87 j 
Interest on ESOP liability - - - 122) - - (22)- - 
Proceeds from initial public offering - 4  

- 2 - 
at $7.50 per share, net of offering 

- - - i 
expenses of $757 1,507 15 9,687 9,702 ij 

Net income - - 7 - - 2,463 -2,463 

Balance, December 31,1986 7,152 -- - . 
-4 

$72 $11,980 $(322) $(a321 $4,281 -$15,679- < 
The accompanyiag notes are an integral part of these consolidated financial statement. 
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Consolidated 
Statements of 
Changes in Financial 
Position 

For the three years ended 
December 31, 1986 

(In thousands] Informix Corporation 

1984 1985 1986 

Working capital was provided by: 
Net income $620 $1,174 $ 2,463 
Add-Items not affecting working capital- 

Depreciation and amortization 117 230 422 
Increase in deferred income taxes 48 37 235 
Issuance of common stock for bonuses 126 - - 
Rescission of common stock (180) - - 

Working capital provided by operations 73 1 1,441 3,120 
Proceeds from notes payable to bank - 198 - 
Sale of common stock, net of notes receivable 

from stockholders 10 1,471 9,856 
Increase in long-term notes and leases payable - 109 93 
Increase (decrease) in ESOP liability - 310 (1 03) 

Total working capital provided 741 3,529 12,966 

Working capital was used for: 
Additions to property and equipment (504) (625) (1,281 
(~ncrease) decrease in other assets 10 (1261 (285) 
(~ncrease) decrease in deferred compensation - (397) 65 
Payments and current maturities notes and 

leases payable (22) (64) (256) 
Rescission of common stock (50) - - 
Repurchase of common stock - - (28) 

Total working capital used (566) (1,212) (1,785) 

Increase in working capital $175 $2,317 $11,181 

Increase in working capital represented by: 
Increase (decrease) in current assets- 

Cash and cash investments $(105) $2,583 $ 9,312 
Accounts receivable 964 1,143 3,059 
Prepaid expenses 38 185 21 9 
Inventories 29 179 323 

926 4,090 12,913 

(Increase) decrease in current liabilities 
Current portion of notes and 

leases payable (2) (64) 45 
Current portion of ESOP liability - (122) (3) 
Accounts payable (118) (99) (219) 
Accrued expenses (3151 (375) (1,088) 
Accrued and deferred income taxes (269) (878) (1 10) 
Deferred maintenance contract income (47) (235) (357) 

(751) (1,773) (1,732) 
Increase in working capital $175 $2,317 $11,181 

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



1. Summary of Significant Company's net revenues. In 1984, no 
Accounting Policies single customer accounted for 10% or 
Operations more of net revenues. Export sales ac- 
Informix Corporation, a Delaware counted for 15% and 24% of net rev- 
corporation, through its wholly- 
owned subsidiary Infor 
Inc. (together the "Comp 
develops, manufactures, ma 
supports computer software syst 
to perform general purpose data 
agement functions on various c 
puter systems. The Company also 
licenses others to manufacture its 
software programs and user manuals. t 
The Company was initially incorpo- 
rated in 1980 and in August 1986 the I 
Company reincorporated in Delaware. Inventory i 
Concurrently with the formation of cost (first-in, first-out) or market v a a ~  -,_ ' 
Informix Corparation, Relational 
Database Systems, Inc. (a California software manuals 
Corporation and a wholly-owned sub- 
sidiary of Infor mix Corporation), 
changed its name to Informix Software, Depreciation of property and equip 
Inc. The Company is subject to a num- ment is provided using the straight-line 
ber of risks common to companies in method over the estimated useful lives 
the software industry, inchding com- of the assets. The estimated useful 
petition from substitute products and 
large companies, dependence on certain 
key personnel and the need to develop 
successful new products. 

Consolidation 
The consolidated financial statements Accrued Expenses 
include the accounts of Informix Corpo- As of December 31, accrued expenses 
ration and its wholly-owned subsidiary consisted of the following (in thousands): 
Informix Software, Inc. All material 
intercompany accounts and transac- 
tions have been eliminated. 

Profit sharing 290 544 

Kevenues 
The Company recognizes product rev- 
enue at the time of shipment and recog- 
nizes license revenue at the time the 
agreement is signed, with respect to 
non-refundable license fees payable to 
the Company within twelve months. 
Maintenance contract revenue is recog- pliance with Statement of Financial 

' nized over the term of the contract. In Accounting Standards No. 86, 'Account- 
1985 and 1986, one customer accounted ing for the Costs of Computer Software ' uld lks2gs~ective1~ --- - -- of the to be Sold, Leased, or Othetwise Mar- 

.- . *-z--T; 

Deferred rent 190 189 
Other accruals 357 857 

-- 

,- - $ 968 $2,056 

Research and Develop 

Commencing January 1, 

keted:' (the "Statement") the C ~ m p a n p ~ ~ ~ ~ ~ ~  



Notes to 
Consolidated 
Financial 
Statements 

December 31, 1986 
Informix Corporation 

computei software casts hcurred dur- - 3. Common Stock 
ing the ye'a after technological kas3- On March 6, 1985, the Company set: 

- bility has been detemiined-The capi- tled its civil action aga-inst a former 
talized software is amortized basedon employee. The settlement agreement 
current and future software revenue, provided for, among other things, the 
subject to a minimum straight-line am- reium to the Compaiiy of 65,000 shares 
ortization over the rwahing  esti- of the Cs~mpanyls common stock. 
mated ecoaoznic l3e of the product., S& Also, the Company received m addi- 
wtiq~costs capiMie~d in 1986 amounted tional 160,000 .shares in connection 
to $274,000: (in~ludedin other assets) with the rescission of common stock 
and are not material to tbe accompany- previously issued to the former em- 
ing financial statements taken as ployee. The Company has accounted - 
a whole. for the ret<m of stock as a reduction 

of -operating expenses ($18$000) for 
2. Notes Paygble to Bank . the year ended December 31,1984, - 

Notes payable consisted of the follow- since such costs related to the civil 
ing at Decembex 31 (in thousand&j:. _ - a~t ion were originally recorded as 

1985 - operating expenses in 1984. 
On a r c h  15,1985, the Company 

payable secured $ lP8 entereainto an apregment with atos 
. computer equipment, Isearing - .Com$uter Systems, whereby 909,090 

interest at prime $us 2% wiih shares of its common stock were sold 
principal and bterest paFable for $1,500,000. In addition, certain 
in equal monthly ia:stpUments - Company officers and employees sold 
of $1,667 thou&.~,nne 1990 303,050 additional shares to ALtos 
Note psjable sicured by cer-' _ 49 Computer Systems f6f $500,000. h 
tain assets of the Campan5 - January 1986, the Company sold an 
bearing interest at prime plus 

- 

additional 16,792 shares to Altos Com- 
2% with principal and interest puter Systems at $2.125 per share, the 
payable in equal monthly in- fair market value as determined by the 
stdlmenks of $1,333 through Company's Board of Directors at the 
ranuary 1989 time of the agreement. 
Note payable secured by the . 17 - h August 1986, Relational Data- 
Company's telephone equip- base Systems, Inc. [a California corpe- 
meat, beating interest at prime ration) changed its name to Informix 
plus 2% with principal a d  in-- -Software, Inc. Con~urrently with this 
terest payable in n:equa_lmn;thlfr change in m e ,  Informix Corpora- 
installments af..$5OO ihrough tion, a new Delaware corporation, was 
August 1988 formed and each shareholder -of hfor- 

mix Software, Inc. was issued two 
264 shares of cbmmon stsck of Informix 

Less-current portion f661 Corporation in exchange for each out- 
$198 standing share of Informix Software, 

In October 1986, the Compaxq Inc. In addition; options to puichase 

paid olf all bank notes. There were two shares of Infoxmix Corporation 

no outstanding bank notes as of common stock were exchanged for 

December 31,1986. each outstandmg option to purchase 
one share of Informix Software, Inc. 
common stock. As a result of the 
above-described transaction, Infarmix 



Software, Inc. became a wholly-owned 
subsidiary of Idormix Corporation. 
A par value was assigned to the Com- 
pany's common stock which resulted 
in reflecting additional paid-in capital 
in the accompanying financial state- 
ments. All per share data included in 
the financial statements reflect this 
two for one stock exchange. 

In August 1986, the Company 
increased the number of authorized 
common shares to 20,000,000 and cre- 
ated a class of preferred stock with 
1,000,000 authorized shares. The 
Company's Board of Directors is autho- 
rized to fix or alter the rights, prefer- 
ences, privileges and restrictions of 
any wholly unissued series of preferred 
stock, including the dividend rights, 
dividend rates and voting rights. 

In September 1986, the Company 
offered common shares to the public 
for the first time, selling 969,446 shares 
for $6,727,955, after commissions and 
underwriting expenses. Concurrently 
with this initial public offering, the 
Company sold 330,554 shares to Altos 
Computer Systems for $2,294,0~45, In 
October 1986, in connection with its 
initial public offering, the Company 
sold an additional 207,043 shares for 
$1,436,878 pursuant to the exercise of 
an over-allotment option by the under- 
writers of the offering. 

4. Employee Stock Option and 
Purchase Plans 

In 1986, the 1981, 1985 and 1986 Stock 
Option Plans (the "Plans") were com- 
bined into one plan, the 1986 Stock 
Option Plan. The Board of Directors 
may grant options at not less than the 
fair market value of the shares at the 
date of grant. Options are generally 
exercisable in cumulative annuaI in- 
stallments over five years. The Plans 

provide that payment for shares pur- 
chasedupon exercise of options may 
be by cash or with Board of Directors 
approval, by full recourse promissory 
notes or shares of the Company valued 
at fair market value on the date of ex- 
ercise. During the year, the authorized 
shares were increased by 564,420. At 

- 

December 31, 1986, there are 309,520 
shares reserved for future grants and 
1,289,880 stock options were outstand- 
ing to purchase shares at prices rang- 
ing from $1.00 to $10.125, of which 
options for 257,240 shares are exercis- 
able at prices ranging from $1.00 to 
$2.125. Options for 428,540,42,120 
and 27,920 shares of stock were exer- 1 

cised during 1984,1985 and 1986 at 
: 

price ranges from $.I1 to $2.125. 
In December 1986, the Board of 

Directors approved an Employee Stock 
Purchase Plan under which up to 
300,000 shares could be purchased. 
The first stock offering under the plan 
is expected to commence on the later 
of July 1, 1987 or the date of an effec- 
tive registratian on Form S-8 under the 
Securities Act of 1933 for such shares. 

5. Employee Stock Ownership Plan 
In May 19&5, the Company's Share- 
holders and Board of Directors approved 
the adoption of the 1985 Employee 
Stock Ownership Plan and Tust (the 
"Plan"). The Plan purchased 150,286 
shares from the Company's president 
for $263,000 and 85,714 shares from a 
key officer of the Campany for $150,000. 

In connection with the, stock 
purchase referred to above, the Plan 
financed the entire $413,000 at 9% 
interest, with the Company's presi- 
dent and a key officer for $263,000 and - 

$150,000, respectively. Both notes and 
the related interest are payable in four 3 
equal annual installments of which 
the first annual installment was paid 
in March 1986. The Company has 
guaranteed these notes and, accord- 
ingly, recorded a $332,000 ESOP liabil- 
ity and deferred compensation which 



Notes to 
Consolidated 
Financial 
Statements 

December 31,1986 
Informix corporation 

is induded in the accomp 
cia1 statgments. The tad-ESOP debt fwd capital leases for telephone sys- 
includes approximately $22,000 of - tem additions. Mlnimm fume  lease 
accrued interest, paymenfs, related to these leases are 

Company contributiqts to the Plan . 

in excess of the future iequired debt 1987 
payments &scribed-ah are made at lg8s 
the sole dislcretion of the Board of 
Directors. The Company coivributed lggo - 63 - 
$35,000 and $94,727" to the Plan in , 
19%5 g d  1986, respect-ively, w&h - =pitdked lease - - 

also reduced the ESOP liability h t?de - -Obligations 231 
accompanying financial statements, 

- Less interest (ranging fiom 
- , -10.6% to 13.0%) 143) 

6. Commitments Preset value of futu~e-mini- I <  f 

The Company has various operating - mum Tease pay-* -188 ' 
leases for rental of o&ce facilitks and Less-cui.rent portion- , , (44) . 

- equipment. Rent expens6recorded in hng-+e;m leases ~ a y ~ b l e  
1984, 19\85 -and 1984-approximated 

$144 

$126~000;$5~7,000 &d_$844,~~0, re- - - I 

~ p e C t ~ ~ Y ~ ~ t l ~ l e a s e ~ C o ~ & o f  $~oipoo J -8,. T~ansactions withR+lated Parties 
is-ile@ed ~giinst thereat e-xp'e~se in D U & ~  1984,1985 and, 1986, the 
1 ~ ~ ~ , ; ~ ~ . ~ f ~ & ~ ~ ~ b & ~ a a ~ ~ ~ ~ g ~ ~ f u ~ f ~  - h - n ~ " Y  paid ~ p ~ ~ ~ m a t e l y  $40,000, 
mg&U~~&3Se~a^~&ig~&der  $33,000 and $94,000, respectively, in 
leasis are a ~ - f o ~ ~ ~ ~ ~ ~  ~ & ~ ~ ~ ~ d d ~ ) :  consulting fees m a director m d  paid 

1987 
- appioxhately $56,0UO, $197,000 and 

i98a 
- $204,000, respectively,, for legal serv- . 

1389 
- 

ices to the law firm of which one of 

1990 
'-r668 the Company's directors is a partner. 

- 1.459 
-1991 - 

The Company recognized total 
--- sales oP$37,000 and $639,000 to Altos 

Total payments - - 5325' Computer Systems, its ladest stock- - 
Less: Sublease. rental iwcome (366). , holdel. in 1985 and: 19&, respectively, * 

Net future minim& _ A s d  December 3 1,1985 and 1986, there - 
payments $5;159 GS an outstanding accountsreceiv- - 

_ able b a k e  of $5,000 and $8'G1000, 
respectivelx related to tbese sales: 

7. b p i ~ l  Leases The Company paid approximately 
In 1985, the Com~ahy- entered into $58,dW, $3,000 2nd- $67,000 in 1984, 
k capitalizedleisefcrirs telephone - 1985 &d 1986 the spouseof an 
*em co~enc%i?Qctoher-l~ 1985. of the C~mpany for various cofisulthg 

-- services and technical publications, 
- A d*ector of the Board of Direc- 

- tors is ~resident of-a oompany that - 

assfsted in obtaining the lease for the 
dognpan~s facilities. For tfiis service, 
therlesssr of the C~mpany's facili$ks 

- will be paying a fee df $93,000 to the . 

. _ - director's cotnpany. 



Notes to 
Consolidated 
Financial 
Statements 

December 31, 1986 
Informix Corporation 

9. Income Taxes 
Deferred income taxes result from tim- 
ing differences in the determination 
of income for financial statement and 
income tax reporting purposes. Such 
timing differences arise principally 
from the use of installment sales re- 
porting and accelerated depreciation 
methods for tax purposes. 

As of December 31, the compo- 
nents of the provisions for income 
taxes are as follows (in thousands): 

1984 1985 1986 

Current 
deferred $255 $ 26 S (1 70) 

Long-term 
deferred 48 38 184 

Currently 
payable 92 880 2,170 

Total 
provision 
for income 
taxes $395 $944 $2,184 

The Company's income tax provision 
was reduced by approximately $160,000 
for the restoration of the research and 
development credit which was partially 
offset by approximately $90,000 from 
the elimination of the investment 
credit, as a result of the enactment of 
the Tax Reform Act of 1986. 

10. Line of Credit Agreement 
In July 1986, the Company entered 
into a new line of credit with Bank 
of California for $2 million. This line 
provides for borrowings of up to 80% 
of eligible receivables. Borrowings are 
secured by accounts receivable and 
bear interest at the banlz1s prime rate 
plus 1.25%. This agreement contains 
certain financial covenants requiring, 
in part, that the Company maintain a 
1.8 to 1 minimum current ratio, a 1.5 
to 1 debt to tangible net worth ratio 
and a tangible net worth of at least 
$3,500,000. The agreement expires 
April 30, 1987. There were no borrow- 
Ggs under this line of credit as of Investment and research and develop- December 31, 1986. ment tax credits are accounted for under 

the flow-through method. The differ- Earnings per Share ence between the effective income tax Net ,.come per share has been 
late and the statutory Federal puted based upon the weighted average tax rate is summarized as iollows: number of shares of common stock and 

1984 1986 common stock equivalents outstanding 

Statutory during the periods. In addition, com- 
Federal mon shares sold or exercised under 
income employee stock purchase agreements 
tax rate 46.0% 46.0% 46.0% and stock option plans and options 

State income granted during the twelve monthsim- 
taxes, net of mediately preceding the public offering, 
Federal at prices less than the public offering 
benefit 5.2 5.2 4.3 price are included in the calculation 

Investment of common and common equivalent 
and research shares as if they were outstanding for 
and develop- all periods presented. Common stock 
merit credits (12.2) (8.1) (3.4) equivalents consist of the dilutive ef- 

Other - 1.5 .1 fect of outstanding options to purchase 
common stock. Effective income 

tax rate The weighted average number of 
39'0% 44.6* 47m0% common and common equivalent 

shares outstanding were as follows 
(in thousands): 
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Corporate 
Information 

Unlx IS a trademark of AT&Tb MS 1s a trade- 
mark of Microsoft Corp. vAx, VMS and 
Mlcrovnxare trademarks of Dlgltal Equip- 
ment Corporation. 

Lotws 1-2-3a 1s a trademark of Lotus 
Development Corporatioh. 

Ada 1s a regrstered trademark of the U.S. 
Government (ADPO) 

01987 lnformix Software, Ihc. 





lnformix Software, Inc. 
4100 Bohannon Drive 
Menlo Park, California 
94025 
415-322-4100 

Telex: 361834 
Fax: 415-322-4571 
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