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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
__________________
FORM 10-Q
__________________
x Quarterly Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the Quarterly Period Ended September 30, 2015

o Transition Report Pursuant to Section 13 or 15(d) of the Securities Exchange Act of 1934

For the transition period from          to

Commission file number 001-35662
__________________
QUALYS, INC.
(Exact name of registrant as specified in its charter)
__________________
Delaware 77-0534145
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification Number)

1600 Bridge Parkway, Redwood City, California 94065
(Address of principal executive offices, including zip code)

(650) 801-6100
(Registrant’s telephone number, including area code)
__________________

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

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

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of “large accelerated filer,” “accelerated filer” and “smaller reporting
company” in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated filero Accelerated filer x Non-accelerated filero Smaller reporting
company o
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(Do not check if a
smaller reporting
company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act).    Yes  ¨    No  x
The number of shares of the Registrant's common stock outstanding as of October 30, 2015 was 34,194,842.
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PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
Qualys, Inc. 
CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(in thousands, except share and per share data)

September 30,
2015

December 31,
2014

Assets
Current assets:
Cash and cash equivalents $94,763 $76,504
Short-term investments 79,382 50,714
Accounts receivable, net of allowance of $622 and $590 as of September 30, 2015 and
December 31, 2014, respectively 37,876 32,993

Deferred tax assets, current 4,353 8,520
Prepaid expenses and other current assets 8,947 6,528
Total current assets 225,321 175,259
Long-term investments 25,732 39,448
Property and equipment, net 29,965 26,618
Deferred tax assets, net 13,180 14,119
Intangible assets, net 1,708 2,001
Goodwill 317 317
Other noncurrent assets 2,065 2,262
Total assets $298,288 $260,024
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable $2,055 $5,661
Accrued liabilities 11,358 10,353
Deferred revenues, current 91,939 81,147
Total current liabilities 105,352 97,161
Deferred revenues, noncurrent 9,884 10,064
Other noncurrent liabilities 1,154 972
Total liabilities 116,390 108,197
Commitments and contingencies (Note 5)
Stockholders’ equity:
Preferred stock, $0.001 par value; 20,000,000 shares authorized, no shares issued and
outstanding at September 30, 2015 and December 31, 2014 — —

Common stock, $0.001 par value; 1,000,000,000 shares authorized; 34,166,512 and
33,594,285 shares issued and outstanding at September 30, 2015 and December 31,
2014, respectively

34 34

Additional paid-in capital 214,736 195,133
Accumulated other comprehensive income 37 10
Accumulated deficit (32,909 ) (43,350 )
Total stockholders’ equity 181,898 151,827
Total liabilities and stockholders’ equity $298,288 $260,024

See accompanying Notes to Condensed Consolidated Financial Statements
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Qualys, Inc.
CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(Unaudited)
(in thousands, except per share data)

Three Months Ended Nine Months Ended
September 30, September 30,
2015 2014 2015 2014

Revenues $ 42,469 $34,348 $119,839 $97,006
Cost of revenues 8,762 7,421 24,883 21,442
Gross profit 33,707 26,927 94,956 75,564
Operating expenses:
Research and development 7,564 6,490 21,919 19,305
Sales and marketing 12,282 11,774 36,501 36,111
General and administrative 6,983 5,156 19,426 15,112
Total operating expenses 26,829 23,420 77,846 70,528
Income from operations 6,878 3,507 17,110 5,036
Other income (expense), net:
Interest expense — (2 ) (4 ) (9 )
Interest income 153 127 386 365
Other income (expense), net (307 ) (244 ) (485 ) (422 )
Total other income (expense), net (154 ) (119 ) (103 )
Benefit plan investor considerations: Each fiduciary

of a pension,
profit-sharing
or other
employee
benefit plan
subject to Title
I of the
Employee
Retirement
Income
Security Act of
1974, as
amended
(“ERISA”) (a
“Plan”), should
consider the
fiduciary
standards of
ERISA in the
context of the
Plan’s
particular
circumstances
before
authorizing an
investment in
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the securities.
Accordingly,
among other
factors, the
fiduciary
should
consider
whether the
investment
would satisfy
the prudence
and
diversification
requirements
of ERISA and
would be
consistent with
the documents
and
instruments
governing the
Plan.

In addition, we
and certain of
our affiliates,
including MS
& Co., may
each be
considered a
“party in
interest” within
the meaning of
ERISA, or a
“disqualified
person” within
the meaning of
the Internal
Revenue Code
of 1986, as
amended (the
“Code”), with
respect to
many Plans, as
well as many
individual
retirement
accounts and
Keogh plans

Edgar Filing: QUALYS, INC. - Form 10-Q

7



(such accounts
and plans,
together with
other plans,
accounts and
arrangements
subject to
Section 4975
of the Code,
also “Plans”).
ERISA
Section 406
and Code
Section 4975
generally
prohibit
transactions
between Plans
and parties in
interest or
disqualified
persons.
Prohibited
transactions
within the
meaning of
ERISA or the
Code would
likely arise, for
example, if the
securities are
acquired by or
with the assets
of a Plan with
respect to
which MS &
Co. or any of
its affiliates is
a service
provider or
other party in
interest, unless
the securities
are acquired
pursuant to an
exemption
from the
“prohibited
transaction”
rules. A
violation of
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these
“prohibited
transaction”
rules could
result in an
excise tax or
other liabilities
under ERISA
and/or Section
4975 of the
Code for those
persons, unless
exemptive
relief is
available
under an
applicable
statutory or
administrative
exemption.

The U.S.
Department of
Labor has
issued five
prohibited
transaction
class
exemptions
(“PTCEs”) that
may provide
exemptive
relief for direct
or indirect
prohibited
transactions
resulting from
the purchase or
holding of the
securities.
Those class
exemptions are
PTCE 96-23
(for certain
transactions
determined by
in-house asset
managers),
PTCE 95-60
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(for certain
transactions
involving
insurance
company
general
accounts),
PTCE 91-38
(for certain
transactions
involving bank
collective
investment
funds), PTCE
90-1 (for
certain
transactions
involving
insurance
company
separate
accounts) and
PTCE 84-14
(for certain
transactions
determined by
independent
qualified
professional
asset
managers). In
addition,
ERISA
Section
408(b)(17) and
Code Section
4975(d)(20) of
the Code
provide an
exemption for
the purchase
and sale of
securities and
the related
lending
transactions,
provided that
neither the
issuer of the
securities nor
any of its
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affiliates has
or exercises
any
discretionary
authority or
control or
renders any
investment
advice with
respect to the
assets of the
Plan involved
in the
transaction and

October 2018 Page 13
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Morgan Stanley Finance LLC

Dual Directional Buffered Participation Securities Based on the Performance of the S&P 500® Index due April 29,
2021

Principal at Risk Securities

provided further that the Plan pays no more, and receives no less, than “adequate consideration” in connection with
the transaction (the so-called “service provider” exemption). There can be no assurance that any of these class or
statutory exemptions will be available with respect to transactions involving the securities.

Because we may be considered a party in interest with respect to many Plans, the securities may not be purchased,
held or disposed of by any Plan, any entity whose underlying assets include “plan assets” by reason of any Plan’s
investment in the entity (a “Plan Asset Entity”) or any person investing “plan assets” of any Plan, unless such purchase,
holding or disposition is eligible for exemptive relief, including relief available under PTCEs 96-23, 95-60, 91-38,
90-1, 84-14 or the service provider exemption or such purchase, holding or disposition is otherwise not prohibited.
Any purchaser, including any fiduciary purchasing on behalf of a Plan, transferee or holder of the securities will be
deemed to have represented, in its corporate and its fiduciary capacity, by its purchase and holding of the securities
that either (a) it is not a Plan or a Plan Asset Entity and is not purchasing such securities on behalf of or with “plan
assets” of any Plan or with any assets of a governmental, non-U.S. or church plan that is subject to any federal,
state, local or non-U.S. law that is substantially similar to the provisions of Section 406 of ERISA or Section 4975
of the Code (“Similar Law”) or (b) its purchase, holding and disposition of these securities will not constitute or
result in a non-exempt prohibited transaction under Section 406 of ERISA or Section 4975 of the Code or violate
any Similar Law.

Due to the complexity of these rules and the penalties that may be imposed upon persons involved in non-exempt
prohibited transactions, it is particularly important that fiduciaries or other persons considering purchasing the
securities on behalf of or with “plan assets” of any Plan consult with their counsel regarding the availability of
exemptive relief.

The securities are contractual financial instruments. The financial exposure provided by the securities is not a
substitute or proxy for, and is not intended as a substitute or proxy for, individualized investment management or
advice for the benefit of any purchaser or holder of the securities. The securities have not been designed and will
not be administered in a manner intended to reflect the individualized needs and objectives of any purchaser or
holder of the securities.

Each purchaser or holder of any securities acknowledges and agrees that:
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(i)   the purchaser or holder or its fiduciary has made and shall make all investment decisions for the purchaser or
holder and the purchaser or holder has not relied and shall not rely in any way upon us or our affiliates to act as a
fiduciary or adviser of the purchaser or holder with respect to (A) the design and terms of the securities, (B) the
purchaser or holder’s investment in the securities, or (C) the exercise of or failure to exercise any rights we have
under or with respect to the securities;

(ii)  we and our affiliates have acted and will act solely for our own account in connection with (A) all transactions
relating to the securities and (B) all hedging transactions in connection with our obligations under the securities;

(iii)  any and all assets and positions relating to hedging transactions by us or our affiliates are assets and positions
of those entities and are not assets and positions held for the benefit of the purchaser or holder;

(iv)  our interests are adverse to the interests of the purchaser or holder; and

(v)   neither we nor any of our affiliates is a fiduciary or adviser of the purchaser or holder in connection with any
such assets, positions or transactions, and any information that we or any of our affiliates may provide is not
intended to be impartial investment advice.

Each purchaser and holder of the securities has exclusive responsibility for ensuring that its purchase, holding and
disposition of the securities do not violate the prohibited transaction rules of ERISA or the Code or any Similar
Law. The sale of any securities to any Plan or plan subject to Similar Law is in no respect a representation by us or
any of our affiliates or representatives that such an investment meets all relevant legal requirements with respect to
investments by plans generally or any particular plan, or that such an investment is appropriate for plans generally
or any particular plan. In this regard, neither this discussion nor anything provided in this document is or is
intended to be investment advice directed at any potential Plan purchaser or at Plan purchasers generally and such
purchasers of these securities should consult and rely on their own counsel and advisers as to whether an
investment in these securities is suitable.

However, individual retirement accounts, individual retirement annuities and Keogh plans, as well as employee
benefit plans that permit participants to direct the investment of their accounts, will not be permitted to purchase or
hold the securities if the account, plan or annuity is for the benefit of an employee of Morgan Stanley or Morgan
Stanley Wealth Management or a family member and the employee receives any compensation (such as, for
example, an addition to bonus) based on the purchase of the securities by the account, plan or annuity.

October 2018 Page 14
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Morgan Stanley Finance LLC

Dual Directional Buffered Participation Securities Based on the Performance of the S&P 500® Index due April 29,
2021

Principal at Risk Securities

Additional
considerations:

Client accounts over which Morgan Stanley, Morgan Stanley Wealth Management or any of
their respective subsidiaries have investment discretion are not permitted to purchase the
securities, either directly or indirectly.

Supplemental
information
regarding plan of
distribution; conflicts
of interest:

Selected dealers, which may include our affiliates, and their financial advisors will
collectively receive from the agent a fixed sales commission of $ for each security they sell.

MS & Co. is an affiliate of MSFL and a wholly owned subsidiary of Morgan Stanley, and it
and other affiliates of ours expect to make a profit by selling, structuring and, when
applicable, hedging the securities. When MS & Co. prices this offering of securities, it will
determine the economic terms of the securities, including the maximum upside payment at
maturity, such that for each security the estimated value on the pricing date will be no lower
than the minimum level described in “Investment Summary” beginning on page 2.

MS & Co. will conduct this offering in compliance with the requirements of FINRA Rule
5121 of the Financial Industry Regulatory Authority, Inc., which is commonly referred to as
FINRA, regarding a FINRA member firm’s distribution of the securities of an affiliate and
related conflicts of interest. MS & Co. or any of our other affiliates may not make sales in this
offering to any discretionary account. See “Plan of Distribution (Conflicts of Interest)” and “Use
of Proceeds and Hedging” in the accompanying product supplement.

Contact:

Morgan Stanley Wealth Management clients may contact their local Morgan Stanley branch
office or our principal executive offices at 1585 Broadway, New York, New York 10036
(telephone number (866) 477-4776).  All other clients may contact their local brokerage
representative.  Third-party distributors may contact Morgan Stanley Structured Investment
Sales at (800) 233-1087.

Where you can find
more information:

MSFL and Morgan Stanley have filed a registration statement (including a prospectus, as
supplemented by the product supplement for participation securities and the index
supplement) with the Securities and Exchange Commission, or SEC, for the offering to which
this communication relates. You should read the prospectus in that registration statement, the
product supplement for participation securities, the index supplement and any other
documents relating to this offering that MSFL and Morgan Stanley have filed with the SEC
for more complete information about MSFL, Morgan Stanley and this offering. You may get
these documents without cost by visiting EDGAR on the SEC web site at.www.sec.gov.
Alternatively, MSFL and/or Morgan Stanley will arrange to send you the prospectus, the
product supplement for participation securities and the index supplement if you so request by
calling toll-free 800-584-6837.
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You may access these documents on the SEC web site at www.sec.gov.as follows:

Product Supplement for Participation Securities dated November 16, 2017

Index Supplement dated November 16, 2017

Prospectus dated November 16, 2017

Terms used but not defined in this document are defined in the product supplement for
participation securities, in the index supplement or in the prospectus.
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