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7,870,000 Shares

CommVault Systems, Inc.

Common Stock

We are selling 300,000 shares of common stock and the selling stockholders named in this prospectus are selling
7,570,000 shares of common stock. We will not receive any of the proceeds from the shares of common stock sold by
the selling stockholders.

Our common stock is listed on The NASDAQ Global Market under the symbol CVLT. The last reported sale price of
our common stock on June 13, 2007 was $17.60.

The underwriters have an option to purchase a maximum of 1,172,329 additional shares from the selling stockholders
to cover over-allotments of shares.

Investing in our common stock involves risks. See Risk Factors on page 8.

Underwriting Proceeds to

Price to Discounts and Proceeds to Selling
Public Commissions CommVault Stockholders

Per Share $17.00 $0.935 $16.065 $16.065
Total $133,790,000 $7,358,450 $4,819,500  $121,612,050

Delivery of the shares of common stock will be made on or about June 19, 2007.
Neither the Securities and Exchange Commission nor any state securities commission has approved or
disapproved of these securities or determined if this prospectus is truthful or complete. Any representation to

the contrary is a criminal offense.

Credit Suisse Goldman, Sachs & Co. Merrill Lynch & Co.
Thomas Weisel Partners LL.C
RBC Capital Markets
C.E. Unterberg, Towbin

The date of this prospectus is June 13, 2007.

Table of Contents 2



Edgar Filing: COMMVAULT SYSTEMS INC - Form 424B1

TABLE OF CONTENTS

Page
Prospectus Summary 1
Risk Factors 8
Forward-Looking Statements 23
Use of Proceeds 24
Price Range of Common Stock 24
Dividend Policy 24
Capitalization 25
Selected Financial Data 26
Management s Discussion and Analysis of Financial Condition and Results of Operations 28
Business 46
Management 59
Principal and Selling Stockholders 79
Certain Relationships and Related Party Transactions 82
Description of Capital Stock 84
Shares Eligible for Future Sale 89
Certain United States Federal Tax Considerations to Non-U.S. Holders 92
Underwriting 95
Legal Matters 101
Experts 101
Where You Can Find More Information 102
Index to Consolidated Financial Statements and Schedule F-1

You should rely only on the information contained in this document or in any free writing prospectus filed with
the Securities and Exchange Commission or to which we have referred you. We have not authorized anyone to
provide you with information that is different. This document may only be used where it is legal to sell these
securities. The information in this document may only be accurate on the date of this document.




Edgar Filing: COMMVAULT SYSTEMS INC - Form 424B1

Table of Contents

PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. You should read the entire prospectus
carefully, especially the risks of investing in our common stock discussed under Risk Factors and our financial
statements and the related notes included elsewhere in this prospectus, before making an investment decision. Unless
otherwise indicated, the terms CommVault Systems, CommVault, the Company, we, us and our refer
to CommVault Systems, Inc. and its subsidiaries.
Our Company
CommVault is a leading provider of data management software applications and related services in terms of product
breadth and functionality and market penetration. We develop, market and sell a unified suite of data management
software applications under the QiNetix (pronounced kinetics ) brand. QiNetix is specifically designed to protect and
manage data throughout its lifecycle in less time, at lower cost and with fewer resources than alternative solutions.
QiNetix provides our customers with:

high-performance data protection, including backup and recovery;

disaster recovery of data;

data migration and archiving;

global availability of data;

replication of data;

creation and management of copies of stored data;

storage resource discovery (the automated recognition of available storage resources allowing more efficient
storage and management of data) and usage tracking (tracking the use of available storage resources);

data classification (the creation and tracking of key data attributes to enable intelligent, automated policy-based
data movement and management); and

management and operational reports and troubleshooting tools.

We also provide our customers with a broad range of highly-effective professional services that are delivered by our
worldwide support and field operations.

QiNetix addresses the markets for backup and recovery, replication, archival and storage management, offering our
customers high-performance and comprehensive solutions for data protection, business continuance, corporate
compliance and centralized management and reporting.

QiNetix enables our customers to simply and cost-effectively protect and manage their enterprise data throughout its
lifecycle, from data center to remote office, covering the leading operating systems, relational databases and
applications. In addition to addressing today s data management challenges, our customers can realize lower capital
costs through more efficient use of their enterprise-wide storage infrastructure assets, including the automated
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movement of data from higher cost to lower cost storage devices throughout its lifecycle and through sharing and
better utilization of storage resources across the enterprise. QiNetix can also provide our customers with reduced
operating costs through a variety of features, including fast application deployment, reduced training time, lower cost
of storage media consumables, proactive monitoring and analysis, simplified troubleshooting and lower administrative
costs.

QiNetix is built upon an innovative architecture and a single underlying code base, which we refer to as our Common
Technology Engine. This unified architectural design is unique and differentiates us from our competitors, some of
which offer similar applications built upon disparate software architectures, which we refer to as point products. We
believe our architectural design provides us with significant competitive advantages, including offering the industry s
most granular and automated management of data, tiered classification of all data based on its user-defined value and
greater product reliability and ease of installation. In addition, we believe we have lower support and development
costs and faster time to market for our new data management software applications.
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QiNetix fully interoperates with a wide variety of operating systems, applications, network devices and protocols,
storage arrays (methods for storing information on multiple devices), storage formats and tiered storage infrastructures
(storage environments in which data is organized and stored on a variety of storage media based on size, age,
frequency of access or other factors), providing our customers with the flexibility to purchase and deploy a
combination of hardware and software from different vendors. As a result, our customers can purchase and use the
optimal hardware and software for their needs, rather than being restricted to the offerings of a single vendor.

We have established a worldwide, multi-channel distribution network to sell our software and services to large global
enterprises, small and medium sized businesses and government agencies, both directly through our sales force and
indirectly through our global network of value-added resellers, system integrators, corporate resellers and original
equipment manufacturers. As of March 31, 2007, we had licensed our data management software to approximately
5,900 registered customers across a variety of industries. A representative sample of well-known customers with a
significant deployment of CommVault software includes Ace Hardware Corporation, Centex Homes, Clifford Chance
LLP, Cozen O Connor, Halcrow Group Ltd., Newell Rubbermaid Inc., North Fork Bank, Ricoh Company, Ltd., the
United Kingdom s Department of International Development and Welch Foods Inc. Each of these customers has at
least 125 servers protected by our software.

We derive the majority of our software revenue from our Galaxy Backup and Recovery software application. Sales of
Galaxy Backup and Recovery represented approximately 83% of our total software revenue for the fiscal year ended
March 31, 2007 and 90% for fiscal 2006. In addition, we derive the majority of our services revenue from customer
and technical support associated with our Galaxy Backup and Recovery software application. We anticipate that we
will continue to derive a majority of our software and services revenue from our Galaxy Backup and Recovery
software application for the foreseeable future.

CommVault s executive management team has led the growth of our business, including the development and release
of all our QiNetix software, since its introduction in February 2000. Under the guidance of our management team, we
have sustained technical leadership with the introduction of eight new data management applications and have
garnered numerous industry awards and recognition for our innovative solutions.

Our Industry

The driving forces for the growth of the data management software industry are the rapid growth of data and the need
to protect and manage that data.

Data is widely considered to be one of an organization s most valued assets. The increasing reliance on critical
enterprise software applications such as e-mail, relational databases, enterprise resource planning, customer
relationship management and workgroup collaboration tools is resulting in the rapid growth of data across all
enterprises. New government regulations, such as those issued under the Sarbanes-Oxley Act, the Health Insurance
Portability and Accountability Act (HIPAA) and the Basel Committee on Banking Supervision (Basel II), as well as
company policies requiring data preservation, are expanding the proportion of data that must be archived and easily
accessible for future use. In addition, ensuring the security and integrity of data has become a critical task as
regulatory compliance and corporate governance objectives affecting many organizations mandate the creation of
multiple copies of data with longer and more complex retention requirements.

The recent innovations in storage and networking technologies, coupled with the rapid growth of data, have caused
information technology managers to redesign their data and storage infrastructures to deliver greater efficiency,
broaden access to data and reduce costs. The result has been the wide adoption of larger and more complex networked
data and storage solutions, such as storage area networks (SANs) (high-speed special-purpose networks (or
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subnetworks) that interconnect different kinds of data storage devices with associated data servers) and
network-attached storage (NAS) (an environment in which one or more servers are dedicated exclusively to file
sharing). In addition to those trends, regulatory compliance and corporate governance objectives are creating larger
data archives having much longer retention periods that require
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information technology managers of organizations affected by these objectives to ensure the integrity, security and
availability of data.

We believe that these trends are increasing the demand for software applications that can simplify data management,
provide secure and reliable access to all data across a broad spectrum of tiered storage and computing systems and
seamlessly scale to accommodate growth, while reducing the total cost of ownership to the customer.

Many of our competitors products were initially designed to manage smaller quantities of data in server-attached
storage environments. As a result, we believe they are not as effective managing data in today s larger and more
complex networked (SAN and NAS) environments. Given these limitations, we believe our competitors products
cannot be scaled as easily as ours and are more costly to implement and manage than our solutions.

Most data management software solutions are comprised of many individual point products built upon separate
underlying architectures. This often requires the user to administer each individual point product using a separate,
different user interface and unique set of dedicated storage resources, such as disk and tape drives. The result can be a
costly, difficult to manage environment that requires extensive administrative cross-training, offers little insight into
storage resource use across the global enterprise, provides modest operational reporting and commands greater storage
use. Given these challenges, we believe that there is and will continue to be significant demand for a unified,
comprehensive and scalable suite of data management software applications specifically designed to centrally and
cost-effectively manage increasingly complex enterprise data environments.

Our Strategy

Our objective is to enhance our position as a leading supplier of data management software and services. Our key
strategic initiatives are to continue:

Extending our Technology Leadership, Product Breadth and Addressable Markets. We plan to continuously
enhance existing software applications and introduce new information and data management software
applications that address emerging data and storage management trends, incorporate advances in hardware and
software technologies as they become available and take advantage of market opportunities.

Enhancing and Expanding our Customer Support and Other Professional Services Offerings. We plan to
continue creating and delivering innovative services offerings and product enhancements that result in faster
deployment of our software, simpler system administration and rapid resolution of problems.

Expanding Distribution Channels and Geographic Markets Served. We plan to continue investing in the
expansion of our distribution channels, both geographically and across all enterprises.

Broadening and Developing Strategic Relationships. We plan to broaden our existing relationships and
develop new relationships with leading technology partners, including software application and infrastructure
hardware vendors. We believe that these types of strategic relationships will allow us to package and distribute
our data management software to our partners customers, increase sales of our software through joint-selling
and marketing arrangements and increase our insight into future industry trends.

Company Information
We were incorporated in the State of Delaware in 1996. Our principal executive offices are located at 2 Crescent

Place, Oceanport, New Jersey 07757, and our telephone number is (732) 870-4000. Our website address is
www.commvault.com. Information contained on our website is not incorporated by reference into this prospectus, and
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you should not consider information contained on our website as part of this prospectus.

CommVault Systems, = CommVault, CommVault Galaxy, QiNetix and other trademarks or service marks of
CommVault appearing in this prospectus are the property of CommVault. This prospectus also
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contains additional trade names, trademarks and service marks of ours and of other companies. We do not intend our
use or display of other companies trade names, trademarks or service marks to imply a relationship with, or
endorsement or sponsorship of us by, these other companies.

Certain Principal and Selling Stockholders

Affiliates of Credit Suisse Securities (USA) LLC, an underwriter in this offering, own approximately 35.5% of our
common stock as of April 30, 2007 (calculated without giving effect to this offering).

Certain affiliates of Credit Suisse Securities (USA) LLC are selling stockholders in this offering. Those affiliates of
Credit Suisse Securities (USA) LLC will sell an aggregate of 7,570,000 shares (or 8,742,329 shares if the underwriters
exercise their over-allotment option in full) in this offering and will receive aggregate sale proceeds of $121.6 million,
or $140.4 million if the underwriters exercise their over-allotment option in full. Upon completion of the offering and
related transactions, affiliates of Credit Suisse Securities (USA) LLC will own approximately 17.4% of our common
stock (or approximately 14.6% of our common stock if the underwriters exercise their over-allotment option in full).
See Principal and Selling Stockholders.

These affiliations present a conflict of interest because Credit Suisse Securities (USA) LLC has an interest in the
successful completion of this offering beyond its interest as an underwriter in this offering. The conflict of interest
arises due to the interests of its affiliates in this offering as selling stockholders. This offering therefore is being made
using a qualified independent underwriter in compliance with the applicable provisions of Rule 2720 of the Conduct
Rules of the National Association of Securities Dealers, Inc., which are intended to address potential conflicts of
interest involving underwriters. See Underwriting for a more detailed description of Rule 2720 of the Conduct Rules
of the National Association of Securities Dealers, Inc. and a description of the independent underwriting procedures
that are being used in connection with this offering.
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Common stock offered to the public

Total offering

Common stock to be outstanding after the offering
NASDAQ Global Market symbol

Use of proceeds

Risk Factors

The Offering

300,000 shares by us
7,570,000 shares by the selling stockholders

7,870,000 shares (or 9,042,329 shares if the underwriters
exercise their over-allotment option in full)

42,493,268 shares
CVLT

We intend to use the estimated net proceeds from the sale of
shares by us in this offering of $4.4 million, together with
approximately $1.9 million of our existing cash and cash
equivalents, to pay the outstanding principal and accrued
interest under our term loan (an amount equal to

$6.3 million as of June 15, 2007, assuming interest accrued
at a rate equal to 7.0% per annum for the applicable period).
See Use of Proceeds.

We will not receive any proceeds from the sale of common
stock by the selling stockholders.

See Risk Factors elsewhere in this prospectus for a
discussion of factors you should carefully consider before
deciding to invest in our common stock.

The number of shares to be outstanding after this offering is based on 42,193,268 shares outstanding as of April 30,
2007, and excludes 3,954,081 shares of common stock available for issuance under our 1996 Stock Option Plan and
2006 Long-Term Stock Incentive Plan, including 7,556,678 shares of common stock issuable upon exercise of
outstanding stock options as of April 30, 2007 at a weighted average exercise price of $6.59 per share.

5
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The following table sets forth a summary of our historical and pro forma financial data for the periods ended or as of

the dates indicated. You should read this table together with the discussion under the headings Risk Factors, = Use of
Proceeds, Capitalization,  Selected Financial Data and Management s Discussion and Analysis of Financial Condition
and Results of Operations and our financial statements and the related notes included elsewhere in this prospectus.

We derived the summary historical financial data as of and for each of the three years in the period ended March 31,
2007 from our audited consolidated financial statements included elsewhere in this prospectus. We derived the
summary historical financial data for each of the two years in the period ended March 31, 2004 from our audited
consolidated financial statements that are not included in this prospectus.

Year Ended March 31,
2007 2006 2005 2004 2003
(In thousands, except per share data)

Statement of Operations Data:

Revenues:

Software $ 83870 $ 62,422 $ 49,598 $ 39474 $ 29485
Services 67,237 47,050 33,031 21,772 14,840
Hardware, supplies and other 94
Total revenues 151,107 109,472 82,629 61,246 44,419
Cost of revenues:

Software 1,640 1,764 1,497 1,168 932
Services(1) 20,044 13,231 9,975 8,049 6,095
Hardware, supplies and other 72
Total cost of revenues 21,684 14,995 11,472 9,217 7,099
Gross margin 129,423 94,477 71,157 52,029 37,320
Operating expenses:

Sales and marketing(1) 68,240 51,326 43,248 37,592 29,842
Research and development(1) 23,398 19,301 17,239 16,214 16,153
General and administrative(1) 18,610 12,275 8,955 8,599 6,332
Depreciation and amortization 2,603 1,623 1,390 1,396 1,752
Income (loss) from operations 16,572 9,952 325 (11,772) (16,759)
Interest expense (326) 7 (14) (60)

Interest income 2,600 1,262 346 134 297
Income (loss) before income taxes 18,846 11,207 657 (11,698) (16,462)
Income tax benefit (expense)(2) 45,408 451) (174) 52
Net income (loss) 64,254 10,756 483 (11,698) (16,410)
Less: accretion of preferred stock dividends (2,818) (5,661) (5,661) (5,676) (5,661)
Less: accretion of fair value of preferred stock

upon conversion (102,745)
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Net income (loss) attributable to common
stockholders $ 41,309 $ 5095 $ (5,178) $ (17,374) $ (22,071)

Net income (loss) attributable to common

stockholders per share(3):

Basic $ (135 % 018 $ (028 $ (093 $ (1.20
Diluted $ (135 $ 017 $ (028 $ (093 $ (1.20

Weighted average shares used in computing
per share amounts:

Basic 30,670 18,839 18,712 18,601 18,371
Diluted 30,670 30,932 18,712 18,601 18,371
6
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Balance Sheet Data:
Cash and cash equivalents
Working capital

Total assets

Total stockholders equity

(1) Includes stock-based compensation expense as follows:

Cost of services revenue
Sales and marketing
Research and development
General and administrative

Edgar Filing: COMMVAULT SYSTEMS INC - Form 424B1

Total stock-based compensation

2007

$ 100
2,736
739
2,394

$ 5,969

As of
March 31, 2007
(In thousands)
$ 65,001
34,889
148,039
78,322
Year Ended March 31,
2006 2005 2004 2003
(In thousands)
$ 25 3 $ $
468
137
761 21 4

$ 1,391 $ 21 $ 4 %

(2) The income tax benefit in fiscal 2007 primarily reflects a $52.2 million reversal of our deferred income tax
valuation allowance partially offset by the recognition of $5.0 million for certain tax reserves. These

adjustments have increased our fiscal 2007 net income by $47.2 million.

(3) See Note 2 in the consolidated financial statements for a reconciliation of the basic and diluted earnings per

share calculation.
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RISK FACTORS

This offering involves a high degree of risk. You should carefully consider the following risk factors in addition to the
other information contained in this prospectus before purchasing our common stock.

Risks Related to Our Business
We have only recently become profitable and we may be unable to sustain future profitability.

We have only recently become profitable, generating net income of $10.8 million for fiscal 2006 and income before
taxes of $18.8 million in fiscal 2007. In fiscal 2007, we recorded an income tax benefit of $45.4 million primarily due
to the reversal of substantially all of our deferred income tax valuation allowance, which resulted in net income of
$64.3 million. As of March 31, 2007, we had an accumulated deficit of $104.3 million. We may be unable to sustain
or increase profitability on a quarterly or annual basis in the future. We intend to continue to expend significant funds
in developing our software and service offerings and for general corporate purposes, including marketing, services and
sales operations, hiring additional personnel, upgrading our infrastructure and expanding into new geographical
markets. We expect that associated expenses will precede any revenues generated by the increased spending. If we
experience a downturn in business, we may incur losses and negative cash flows from operations, which could
materially adversely affect our results of operations and capitalization.

Our industry is intensely competitive, and most of our competitors have greater financial, technical and sales and
marketing resources and larger installed customer bases than we do, which could enable them to compete more
effectively than we do.

The data management software market is intensely competitive, highly fragmented and characterized by rapidly
changing technology and evolving standards. Competitors vary in size and in the scope and breadth of the products
and services offered. Our primary competitors include CA, Inc. (formerly known as Computer Associates
International, Inc.), EMC Corporation (EMC), Hewlett-Packard Company, International Business Machines
Corporation (IBM) and Symantec Corporation.

The principal competitive factors in our industry include product functionality, product integration, platform coverage,
ability to scale, price, worldwide sales infrastructure, global technical support, name recognition and reputation. The
ability of major system vendors to bundle hardware and software solutions is also a significant competitive factor in
our industry.

Many of our current and potential competitors have longer operating histories and have substantially greater financial,
technical, sales, marketing and other resources than we do, as well as larger installed customer bases, greater name
recognition and broader product offerings, including hardware. These competitors can devote greater resources to the
development, promotion, sale and support of their products than we can and have the ability to bundle their hardware
and software products in a combined offering. As a result, these competitors may be able to respond more quickly to
new or emerging technologies and changes in customer requirements.

It is also costly and time-consuming to change data management systems. Most of our new customers have installed
data management software, which gives an incumbent competitor an advantage in retaining a customer because it
already understands the network infrastructure, user demands and information technology needs of the customer, and
also because some customers are reluctant to change vendors.
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Our current and potential competitors may establish cooperative relationships among themselves or with third parties.
If so, new competitors or alliances that include our competitors may emerge that could acquire significant market
share. In addition, large operating system and application vendors, such as Microsoft Corporation, have introduced
products or functionality that include some of the same functions offered by our software applications. In the future,
further development by these vendors could cause our software applications and services to become redundant, which
could seriously harm our sales, results of operations and financial condition.

8
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New competitors entering our markets can have a negative impact on our competitive positioning. In addition, we
expect to encounter new competitors as we enter new markets. Furthermore, many of our existing competitors are
broadening their operating systems platform coverage. We also expect increased competition from original equipment
manufacturers, including those we partner with, and from systems and network management companies, especially
those that have historically focused on the mainframe computer market and have been making acquisitions and
broadening their efforts to include data management and storage products. We expect that competition will increase as
a result of future software industry consolidation. Increased competition could harm our business by causing, among
other things, price reductions of our products, reduced profitability and loss of market share.

We may experience a decline in revenues or volatility in our operating results, which may adversely affect the
market price of our common stock.

We cannot predict our future revenues or operating results with certainty because of many factors outside of our
control. A significant revenue or profit decline, lowered forecasts or volatility in our operating results could cause the
market price of our common stock to decline substantially. Factors that could affect our revenues and operating results
include the following:

the unpredictability of the timing and magnitude of orders for our software applications during fiscal 2007 and
fiscal 2006, a majority of our quarterly revenues was earned and recorded near the end of each quarter;

the possibility that our customers may cancel, defer or limit purchases as a result of reduced information
technology budgets;

the possibility that our customers may defer purchases of our software applications in anticipation of new
software applications or updates from us or our competitors;

the ability of our original equipment manufacturers and resellers to meet their sales objectives;
market acceptance of our new applications and enhancements;

our ability to control expenses;

changes in our pricing and distribution terms or those of our competitors;

the demands on our management, sales force and services infrastructure as a result of the introduction of new
software applications or updates; and

the possibility that our business will be adversely affected as a result of the threat of terrorism or military
actions taken by the United States or its allies.

Our expense levels are relatively fixed and are based, in part, on our expectations of our future revenues. If revenue
levels fall below our expectations and we are profitable at the time, our net income would decrease because only a
small portion of our expenses varies with our revenues. If we are not profitable at the time, our net loss would
increase. Therefore, any significant decline in revenues for any period could have an immediate adverse impact on our
results of operations for that period. We believe that period-to-period comparisons of our results of operations should
not be relied upon as an indication of future performance. In addition, our results of operations could be below
expectations of public market analysts and investors in future periods, which would likely cause the market price of
our common stock to decline.
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We anticipate that an increasing portion of our revenues will depend on our arrangements with original equipment
manufacturers that have no obligation to sell our software applications, and the termination or expiration of these
arrangements or the failure of original equipment manufacturers to sell our software applications would have a
material adverse effect on our future revenues and results of operations.

We have original equipment manufacturer agreements with Dell and Hitachi Data Systems and a reseller agreement
with Dell. These original equipment manufacturers sell our software applications and in some cases incorporate our
data management software into systems that they sell. A material portion of our revenues is

9
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generated through these arrangements, and we expect this contribution to grow as a percentage of our total revenues in
the future. However, we have no control over the shipping dates or volumes of systems these original equipment
manufacturers ship and they have no obligation to ship systems incorporating our software applications. They also
have no obligation to recommend or offer our software applications exclusively or at all, and they have no minimum
sales requirements and can terminate our relationship at any time. These original equipment manufacturers also could
choose to develop their own data management software internally and incorporate those products into their systems
instead of our software applications. The original equipment manufacturers that we do business with also compete
with one another. If one of our original equipment manufacturer partners views our arrangement with another original
equipment manufacturer as competing with its products, it may decide to stop doing business with us. Any material
decrease in the volume of sales generated by original equipment manufacturers we do business with, as a result of
these factors or otherwise, would have a material adverse effect on our revenues and results of operations in future
periods.

Sales through our original equipment manufacturer agreements accounted for approximately 13% of our total
revenues for fiscal 2007 and approximately 12% of our total revenues for fiscal 2006. Sales through our original
equipment manufacturer agreement with Dell accounted for approximately 7% of total revenues for both fiscal 2007
and 2006. If we were to see a decline in our sales through Dell it could have a significant adverse effect on our results
of operations.

The loss of key personnel or the failure to attract and retain highly qualified personnel could have an adverse
effect on our business.

Our future performance depends on the continued service of our key technical, sales, services and management
personnel. We rely on our executive officers and senior management to execute our existing business operations and
identify and pursue new growth opportunities. The loss of key employees could result in significant disruptions to our
business, and the integration of replacement personnel could be time consuming, cause additional disruptions to our
business and be unsuccessful. We do not carry key person life insurance covering any of our employees.

Our future success also depends on our continued ability to attract and retain highly qualified technical, sales, services
and management personnel. Competition for such personnel is intense, and we may fail to retain our key technical,
sales, services and management employees or attract or retain other highly qualified technical, sales, services and
management personnel in the future. Conversely, if we fail to manage employee performance or reduce staffing levels
when required by market conditions, our personnel costs would be excessive and our business and profitability could
be adversely affected.

Our ability to sell our software applications is highly dependent on the quality of our services offerings, and our
failure to offer high quality support and professional services would have a material adverse affect on our sales of
software applications and results of operations.

Our services include the assessment and design of solutions to meet our customers storage management requirements
and the efficient installation and deployment of our software applications based on specified business objectives.
Further, once our software applications are deployed, our customers depend on us to resolve issues relating to our
software applications. A high level of service is critical for the successful marketing and sale of our software. If we or
our partners do not effectively install or deploy our applications, or succeed in helping our customers quickly resolve
post-deployment issues, it would adversely affect our ability to sell software products to existing customers and could
harm our reputation with potential customers. As a result, our failure to maintain high quality support and professional
services would have a material adverse effect on our sales of software applications and results of operations.

10
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We rely on indirect sales channels, such as distributors, value-added resellers, systems integrators and corporate
resellers, for the distribution of our software applications, and the failure of these channels to effectively sell our
software applications could have a material adverse effect on our revenues and results of operations.

We rely significantly on our value-added resellers, systems integrators and corporate resellers, which we collectively
refer to as resellers, for the marketing and distribution of our software applications and services. Resellers are our
most significant distribution channel. However, our agreements with resellers are generally not exclusive, are
generally renewable annually and in many cases may be terminated by either party without cause. Many of our
resellers carry software applications that are competitive with ours. These resellers may give a higher priority to other
software applications, including those of our competitors, or may not continue to carry our software applications at all.
If a number of resellers were to discontinue or reduce the sales of our products, or were to promote our competitors
products in lieu of our applications, it would have a material adverse effect on our future revenues. Events or
occurrences of this nature could seriously harm our sales and results of operations. In addition, we expect that a
significant portion of our sales growth will depend upon our ability to identify and attract new reseller partners. The
use of resellers is an integral part of our distribution network. We believe that our competitors also use reseller
arrangements. Our competitors may be more successful in attracting reseller partners and could enter into exclusive
relationships with resellers that make it difficult to expand our reseller network. Any failure on our part to expand our
network of resellers could impair our ability to grow revenues in the future. Sales through our reseller agreement with
Dell accounted for approximately 12% of total revenues for fiscal 2007 and approximately 11% of total revenues for
fiscal 2006. Dell accounted for a total of approximately 14% of our accounts receivable balance as of March 31, 2007
as a result of our reseller agreement and our original equipment manufacturer agreement. If we were to see an
impairment of our receivable balance from Dell, it could have a significant adverse effect on our results of operations.

Some of our resellers possess significant resources and advanced technical abilities. These resellers, particularly our
corporate resellers, may, either independently or jointly with our competitors, develop and market software
applications and related services that compete with our offerings. If this were to occur, these resellers might
discontinue marketing and distributing our software applications and services. In addition, these resellers would have
an advantage over us when marketing their competing software applications and related services because of their
existing customer relationships. The occurrence of any of these events could have a material adverse effect on our
revenues and results of operations.

Sales of one of our software applications make up a substantial portion of our revenues, and a decline in demand
for this software application could have a material adverse effect on our sales, profitability and financial condition.

We derive the majority of our software revenue from our Galaxy Backup and Recovery software application. Sales of
Galaxy Backup and Recovery represented 83% of our total software revenue for fiscal 2007 and 90% for fiscal 2006.
In addition, we derive the majority of our services revenue from customer and technical support associated with our
Galaxy Backup and Recovery software application. As a result, we are particularly vulnerable to fluctuations in
demand for this software application, whether as a result of competition, product obsolescence, technological change,
budgetary constraints of our customers or other factors. If demand for this software application declines significantly,
our sales, profitability and financial condition would be adversely affected.

Our software applications are complex and contain undetected errors, which could adversely affect not only our
software applications performance but also our reputation and the acceptance of our software applications in the

market.

Software applications as complex as those we offer contain undetected errors or failures. Despite extensive testing by
us and by our customers, we have in the past discovered errors in our software applications and will do so in the
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our attention bugs in our software created by the customers unique operating environments. Although we have been
able to fix these software bugs in the past, we may not always be able to do so. Our software products may also be
subject to intentional attacks by viruses that seek to take advantage of these bugs, errors or other weaknesses. Any of
these events may result in the loss of, or delay in, market acceptance of our software applications and services, which
would seriously harm our sales, results of operations and financial condition.

Furthermore, we believe that our reputation and name recognition are critical factors in our ability to compete and
generate additional sales. Promotion and enhancement of our name will depend largely on our success in continuing to
provide effective software applications and services. The occurrence of errors in our software applications or the
detection of bugs by our customers may damage our reputation in the market and our relationships with our existing
customers and, as a result, we may be unable to attract or retain customers.

In addition, because our software applications are used to manage data that is often critical to our customers, the
licensing and support of our software applications involve the risk of product liability claims. Any product liability
insurance we carry may not be sufficient to cover our losses resulting from product liability claims. The successful
assertion of one or more large claims against us could have a material adverse effect on our financial condition.

We may not receive significant revenues from our current research and development efforts for several years, if at
all.

Developing software is expensive, and the investment in product development may involve a long payback cycle. Our
research and development expenses were $23.4 million, or approximately 15% of our total revenues in fiscal 2007,
and $19.3 million, or 18% of our total revenues in fiscal 2006. Our future plans include significant investments in
software research and development and related product opportunities. We believe that we must continue to dedicate a
significant amount of resources to our research and development efforts to maintain our competitive position.
However, we do not expect to receive significant revenues from these investments for several years, if at all.

We encounter long sales and implementation cycles, particularly for our larger customers, which could have an
adverse effect on the size, timing and predictability of our revenues.

Potential or existing customers, particularly larger enterprise customers, generally commit significant resources to an
evaluation of available software and require us to expend substantial time, effort and money educating them as to the
value of our software and services. Sales of our core software products to these larger customers often require an
extensive education and marketing effort.
We could expend significant funds and resources during a sales cycle and ultimately fail to close the sale. Our sales
cycle for all of our products and services is subject to significant risks and delays over which we have little or no
control, including:

our customers budgetary constraints;

the timing of our customers budget cycles and approval processes;

our customers willingness to replace their current software solutions;

our need to educate potential customers about the uses and benefits of our products and services; and

the timing of the expiration of our customers current license agreements or outsourcing agreements for similar
services.
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If we are unable to manage our growth, there could be a material adverse effect on our business, the quality of our
products and services and our ability to retain key personnel.

We have experienced a period of significant growth in recent years. Our revenues increased 38% for fiscal 2007
compared to fiscal 2006 and 32% for fiscal 2006 compared to fiscal 2005. The number of our customers increased
significantly during these periods. Our growth has placed increased demands on our management and other resources
and will continue to do so in the future. We may not be able to maintain or accelerate our current growth rate, manage
our expanding operations effectively or achieve planned growth on a timely or profitable basis. Managing our growth
effectively will involve, among other things:

continuing to retain, motivate and manage our existing employees and attract and integrate new employees;
continuing to provide a high level of services to an increasing number of customers;

maintaining the quality of product and services offerings while controlling our expenses;

developing new sales channels that broaden the distribution of our software applications and services; and

developing, implementing and improving our operational, financial, accounting and other internal systems and
controls on a timely basis.

If we are unable to manage our growth effectively, there could be a material adverse effect on our ability to maintain
or increase revenues and profitability, the quality of our data management software, the quality of our services
offerings and our ability to retain key personnel. These factors could adversely affect our reputation in the market and
our ability to generate future sales from new or existing customers.

We depend on growth in the data management software market, and lack of growth or contraction in this market
or a general downturn in economic and market conditions could have a material adverse effect on our sales and
financial condition.

Demand for data management software is linked to growth in the amount of data generated and stored, demand for
data retention and management (whether as a result of regulatory requirements or otherwise) and demand for and
adoption of new storage devices and networking technologies. Because our software applications are concentrated
within the data management software market, if the demand for storage devices, storage software applications, storage
capacity or storage networking devices declines, our sales, profitability and financial condition would be materially
adversely affected. Segments of the computer and software industry have in the past experienced significant economic
downturns. The occurrence of any of these factors in the data management software market could materially adversely
affect our sales, profitability and financial condition.

Furthermore, the data management software market is dynamic and evolving. Our future financial performance will
depend in large part on continued growth in the number of organizations adopting data management software for their
computing environments. The market for data management software may not continue to grow at historic rates, or at
all. If this market fails to grow or grows more slowly than we currently anticipate, our sales and profitability could be
adversely affected.

Our services revenue produces lower gross margins than our software revenue, and an increase in services revenue
relative to software revenue would harm our overall gross margins.
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Our services revenue, which includes fees for customer support, assessment and design consulting, implementation
and post-deployment services and training, was approximately 44% of our total revenues for fiscal 2007, 43% for
fiscal 2006 and approximately 40% of our total revenues for fiscal 2005. Our services revenue has lower gross
margins than our software revenue. The gross margin of our services revenue was 70.2% for fiscal 2007, 71.9% for
fiscal 2006 and 69.8% for fiscal 2005. The gross margin of our software revenue was 98.0% for fiscal 2007, 97.2% for
fiscal 2006 and 97.0% for fiscal 2005. An increase in the percentage of total revenues represented by services revenue
would adversely affect our overall gross margins.

13

Table of Contents 26



Edgar Filing: COMMVAULT SYSTEMS INC - Form 424B1

Table of Contents
The volume and profitability of services can depend in large part upon:
competitive pricing pressure on the rates that we can charge for our services;

the complexity of our customers information technology environments and the existence of multiple
non-integrated legacy databases;

the resources directed by our customers to their implementation projects; and
the extent to which outside consulting organizations provide services directly to customers.

Any erosion of our margins for our services revenue or any adverse change in the mix of our license versus services
revenue would adversely affect our operating results.

Our international sales and operations are subject to factors that could have an adverse effect on our results of
operations.

We have significant sales and services operations outside the United States, and derive a substantial portion of our
revenues from these operations. We also plan to expand our international operations. We generated approximately

30% of our revenues from outside the United States in fiscal 2007 and approximately 29% in fiscal 2006.

Our international operations are subject to risks related to the differing legal, political, social and regulatory
requirements and economic conditions of many countries, including:

difficulties in staffing and managing our international operations;

foreign countries may impose additional withholding taxes or otherwise tax our foreign income, impose tariffs
or adopt other restrictions on foreign trade or investment, including currency exchange controls;

general economic conditions in the countries in which we operate, including seasonal reductions in business
activity in the summer months in Europe and in other periods in other countries, could have an adverse effect

on our earnings from operations in those countries;

imposition of, or unexpected adverse changes in, foreign laws or regulatory requirements may occur, including
those pertaining to export duties and quotas, trade and employment restrictions;

longer payment cycles for sales in foreign countries and difficulties in collecting accounts receivable;

competition from local suppliers;

costs and delays associated with developing software in multiple languages; and

political unrest, war or acts of terrorism.
Our business in emerging markets requires us to respond to rapid changes in market conditions in those markets. Our
overall success in international markets depends, in part, upon our ability to succeed in differing legal, regulatory,
economic, social and political conditions. We may not continue to succeed in developing and implementing policies

and strategies that will be effective in each location where we do business. Furthermore, the occurrence of any of the
foregoing factors may have a material adverse effect on our business and results of operations.
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We are exposed to domestic and foreign currency fluctuations that could harm our reported revenues and results of
operations.

Our international sales are generally denominated in foreign currencies, and this revenue could be materially affected
by currency fluctuations. We generated approximately 30% of our revenues from outside the United States in fiscal
2007 and approximately 29% in fiscal 2006. Our primary exposures are to fluctuations in exchange rates for the

U.S. dollar versus the Euro and, to a lesser extent, the Australian dollar, British pound sterling, Canadian dollar,
Chinese yuan, Indian rupee and Singapore dollar. Changes in currency exchange rates could adversely affect our
reported revenues and could require us to reduce our prices to
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remain competitive in foreign markets, which could also have a material adverse effect on our results of operations.
We have not historically hedged our exposure to changes in foreign currency exchange rates and, as a result, we could
incur unanticipated gains or losses.

We are currently unable to accurately predict what our long-term effective tax rates will be in the future.

We are subject to income taxes in both the United States and the various foreign jurisdictions in which we operate.
Significant judgment is required in determining our worldwide provision for income taxes and, in the ordinary course
of business, there are many transactions and calculations where the ultimate tax determination is uncertain. Our
long-term effective tax rates could be adversely affected by changes in the mix of earnings in countries with differing
statutory tax rates, changes in the valuation of deferred tax assets and liabilities or changes in tax laws, as well as other
factors. Our judgments may be subject to audits or reviews by local tax authorities in each of these jurisdictions,
which could adversely affect our income tax provisions. Furthermore, we have had limited historical profitability upon
which to base our estimate of future long-term effective tax rates.

Our management and auditors have identified material weaknesses in the design and operation of our internal
controls as of March 31, 2006 and December 31, 2006 which, if our remediation efforts fail, could result in
material misstatements in our financial statements in future periods.

Our independent auditors reported to the Audit Committee of the Board of Directors a material weakness in the design
and operation of our internal controls as of March 31, 2006. A material weakness is defined by the Public Company
Accounting Oversight Board as a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the annual or interim financial statements will not be
prevented or detected.

The identified material weaknesses related to our revenue recognition procedures for certain multiple-element sales
arrangements accounted for under Statement of Position ( SOP ) 97-2, Software Revenue Recognition, as amended by
SOP 98-4 and SOP 98-9. Specifically, during fiscal 2006 we changed our customary business practice and began to
require and utilize a signed Statement of Work documenting the scope of our other professional services offerings
greater than $10,000 (excluding training), in addition to a signed purchase order, when sold and performed on a
stand-alone basis or included in multiple-element sales arrangements. Persuasive evidence of an arrangement does not
exist for such multiple-element sales arrangements until the Statement of Work covering the other professional
services is signed by both CommVault and the end-user customer. During fiscal 2006, we recorded software revenue
of approximately $2.5 million and services revenue of approximately $0.1 million related to certain multiple-element
sales arrangement transactions before a signed Statement of Work covering the other professional services was
obtained. As a result, we recorded a reduction to revenue and a corresponding increase to deferred revenue of
approximately $2.6 million in fiscal 2006 related to this material weakness. This revenue was subsequently recognized
during fiscal 2007. We believe we have remediated this material weakness by implementing new policies and
procedures to identify all multiple-element sales arrangements that contain subsequent agreements that must be
signed, even if the terms and conditions are the same as the initial purchase order or other persuasive evidence.

At December 31, 2006, we determined that we did not have an effective process in place to evaluate the appropriate
revenue recognition treatment for complex contractual arrangements with customers involving multiple agreements.
We have taken the following actions that we believe have remediated this identified material weakness: adopted
formal procedures whereby all significant contracts are independently reviewed by a Contract Review Committee
comprised of key members of our management, legal and finance teams for identification of any complex accounting
issues; engage experts to consult with management in conjunction with its selection and evaluation of the appropriate
accounting treatment for complex contractual arrangements; and we continue to train technical accounting personnel
and enhance supervision with regard to timely review and approval of significant revenue transactions.
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If the remediated policies and procedures we have implemented during fiscal 2007 are insufficient to address the
material weaknesses as of March 31, 2006 and December 31, 2006, or if additional material weaknesses or significant
deficiencies in our internal controls are discovered in the future, we may fail to meet our future reporting obligations
and our financial statements may contain material misstatements. Any such failure could also adversely affect the
results of the periodic management evaluations and annual auditor attestation reports regarding the effectiveness of
our internal control over financial reporting that will be required when the rules of the SEC under Section 404 of the
Sarbanes-Oxley Act of 2002 become applicable to us beginning with the required filing of our Annual Report on

Form 10-K for fiscal 2008.

We develop software applications that interoperate with operating systems and hardware developed by others, and
if the developers of those operating systems and hardware do not cooperate with us or we are unable to devote the
necessary resources so that our applications interoperate with those systems, our software development efforts may
be delayed or foreclosed and our business and results of operations may be adversely affected.

Our software applications operate primarily on the Windows, UNIX, Linux and Novell Netware operating systems
and the hardware devices of numerous manufacturers. When new or updated versions of these operating systems and
hardware devices are introduced, it is often necessary for us to develop updated versions of our software applications
so that they interoperate properly with these systems and devices. We may not accomplish these development efforts
quickly or cost-effectively, and it is not clear what the relative growth rates of these operating systems and hardware
will be. These development efforts require substantial capital investment, the devotion of substantial employee
resources and the cooperation of the developers of the operating systems and hardware. For some operating systems,
we must obtain some proprietary application program interfaces from the owner in order to develop software
applications that interoperate with the operating system. Operating system owners have no obligation to assist in these
development efforts. If they do not provide us with assistance or the necessary proprietary application program
interfaces on a timely basis, we may experience delays or be unable to expand our software applications into other
areas.

Our ability to sell to the U.S. federal government is subject to uncertainties which could have a material adverse
effect on our sales and results of operations.

Our ability to sell software applications and services to the U.S. federal government is subject to uncertainties related
to the government s future funding commitments and our ability to maintain certain security clearanc