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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENT S

This Quarterly Report on Form 10-Q contains forwimaking statements within the meaning of the Pev@ecurities Litigation Refor
Act of 1995, Section 27A of the Securities Act &3B, as amended, and Section 21E of the SecuBtiehange Act of 1934, as amenc
Forward-looking statements relate to future evemtd our future financial performance. These forwlaoking statements regarding fut
events and our future results are based on cuesgméctations, estimates, forecasts and projectamd,the beliefs and assumptions of
management including, without limitation, our ex@dions regarding the following: the sales of ooftware products and services; the im
of our revenue recognition policies; our beliefttbar current assets, including cash, cash equitgland expected cash flows from oper:
activities, will be sufficient to fund our operatis; our belief that we will successfully integratgr acquisitions; our anticipated addition
property, plant and equipment; our belief that fawilities are suitable and adequate to meet otrentioperating needs; and our belief tha
do not have any material exposure to changes ifathgalue of our investment portfolio as a resflchanges in interest rate¥/ords such ¢
“we expect,” “anticipate,” “target,” “project,” “Heve,” “goals,” “estimate,” “potential,” “predict,“may,” “might,” “could,
and variations of these types of words and singilqressions are intended to identify these forao#ting statements.

” . " ow ” o " ou“ ” o ” W " ow " ow ” o, [T

‘would,” “intend,”
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PART I. Financial Information
ITEM 1. INTERIM CONDENSED CONSOLIDATED FINANCIAL ST ATEMENTS

PROS Holdings, Inc.
Condensed Consolidated Balance Sheets
(In thousands, except share amounts)

(Unaudited)
March 31, 2014 December 31, 2013
Assets:

Current assets:

Cash and cash equivalents $ 47,04C % 44,68t¢

Accounts and unbilled receivables, net of allowanic$860 and $1,060, respectively 50,50: 46,56¢

Prepaid and other current assets 7,84z 6,157

Restricted cash - current 2,47¢ 39,71¢
Total current assets 107,86: 137,12¢
Restricted cash 10C 10C
Property and equipment, net 17,75( 15,581
Intangibles 25,53: 8,23
Goodwill 23,30¢ 7,024
Deferred tax assets - noncurrent, net of valualtowance 10,50¢ 10,50¢
Other long term assets 1,401 1,251
Total assets $ 186,45! $ 179,82¢

Liabilities and Stockholders’ Equity:

Current liabilities:

Accounts payable and other liabilities $ 12,47 % 7,83¢

Accrued liabilities 8,79¢ 5,21(

Accrued payroll and other employee benefits 11,39: 9,67¢

Deferred revenue 47,27¢ 42,27+
Total current liabilities 79,94( 65,00z
Long-term deferred revenue 3,871 2,971
Other long-term liabilities 3,48¢ 54€
Total liabilities 87,29t 68,52t
Commitments and contingencies (Note 7)
PROS Stockholders' equity:

Preferred stock, $0.001 par value, 5,000,000 stearterized none issued — —

Common stock, $0.001 par value, 75,000,000 sharthe@zed; 33,351,258 and

32,606,228 shares issued, respectively; 28,9336@d28,188,643 shares outstanding,

respectively 34 33

Additional paid-in capital 100,16: 106,88

Treasury stock, 4,417,585 common shares, at cost (13,939 (13,939

Retained earnings 9,87: 18,32¢
Accumulated other comprehensive loss (26) —
Non-controlling interest 3,05¢ —
Total stockholders’ equity 99,16( 111,30:
Total liabilities and stockholders’ equity $ 186,45! $ 179,82¢

The accompanying notes are an integral part oféehesaudited condensed consolidated financial stetdsn
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PROS Holdings, Inc.
Condensed Consolidated Statements of Comprehensiveeome
(In thousands, except share and per share data)

(Unaudited)
For the Three Months
Ended March 31,
2014 2013
Revenue:
License and implementation $ 28,29: $ 22,59;
Maintenance and support 12,62: 11,03
Total revenue 40,91 33,62¢
Cost of revenue:
License and implementation 11,43 8,471
Maintenance and support 2,57¢ 2,08
Total cost of revenue 14,00¢ 10,55
Gross profit 26,90 23,07
Operating expenses:
Selling, marketing, general and administrative 22,45t 14,28¢
Research and development 11,55¢ 8,09¢
Acquisition-related 1,39(C —
(Loss) income from operations (8,500 68¢
Other expense, net 972) (103
(Loss) income before income tax provision (9,472) 58€
Income tax benefit (560) (1,149
Net (loss) income (8,917 1,73¢
Net (loss) income attributable to non-controllimgerest (457) —
Net (loss) income attributable to PROS Holdings, In (8,455 1,73¢
Net (loss) earnings per share attributable to PRIOIfings, Inc.:
Basic $ (0.29 $ 0.0¢
Diluted $ (0.29) $ 0.0€
Weighted average number of shares:
Basic 28,667,78 27,757,39
Diluted 28,667,78 29,365,34
Other comprehensive (loss) income, net of tax:
Foreign currency translation adjustment (26) —
Other comprehensive (loss) income, net of tax (26) 1,73¢
Comprehensive (loss) income (8,93¢) 1,73¢
Comprehensive (loss) income attributable to nortroimg interest (457) —
Comprehensive (loss) income attributable to PRORBHgs, Inc. $ (8,480 $ 1,73¢

The accompanying notes are an integral part oféhesaudited condensed consolidated financial statdsn
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PROS Holdings, Inc.

Condensed Consolidated Statements of Cash Flows

(In thousands)
(Unaudited)

Operating activities:
Net (loss) income

Adjustments to reconcile net income to net caskigeal by operating activities:

Depreciation and amortization
Share-based compensation
Tax benefit (shortfall) from share-based compenpsgati
Provision for doubtful accounts
Changes in operating assets and liabilities:
Accounts and unbilled receivables
Prepaid expenses and other assets
Accounts payable and other liabilities
Accrued liabilities
Accrued payroll and other employee benefits
Deferred revenue
Net cash provided by operating activities
Investing activities:
Purchases of property and equipment
Acquisition of Cameleon Software, net of cash agli
Capitalized internal-use software development costs
Decrease in restricted cash
Net cash provide by (used) in investing activities
Financing activities:
Exercise of stock options
Tax withholding related to net share settlemenesfricted stock units
Increase in Parent's ownership in Cameleon Software
Net cash used in financing activities
Effect of foreign rates on cash
Net change in cash and cash equivalents
Cash and cash equivalents:
Beginning of period
End of period

For the Three Months Ended March 31,

2014 2013
(8,917 $ 1,73¢
2,591 967
4,407 3,42(
— (10)
(200) (6C)
6,73z (3,879
(812) (1,162
227 1,07¢
(36€) 98¢
(760) (4,549)
50€ 2,74¢
3,40¢ 1,261
(1,656) (94¢)
(22,04%) —
(730) (79€)
37,24( —
12,80¢ (1,749
944 1,40¢
(12,069 (2,029)
(2,699 —
(13,81%) (615)
(53) —
2,35: (1,096)
44,68t 83,55¢
47,040 $ 82,46

The accompanying notes are an integral part oféehesaudited condensed consolidated financial stetdsn
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PROS Holdings, Inc.
Notes to Condensed Consolidated Financial Statement
(Unaudited)

1. Organization and Nature of Operations

PROS Holdings, Inc., a Delaware corporation, thioitg operating subsidiaries ("PROS" or the “Comyignprovides big dai
software applications designed to help companiggesform in their markets by using big data to sedire effectively. The Company app
data science to unlock buying patterns and preéeemvithin transaction data to reveal which opputiess are most likely to close, wh
offers are most likely to sell and which prices arest likely to win. The Company offers big datétware applications to analyze, execute,
optimize sales, pricing, quoting, rebates and ragemanagement. The Company also provides profedsienvices to implement its softw
applications as well as business consulting. Intag the Company provides product maintenance sugport to its customers, includ
unspecified upgrades, maintenance releases anfixesgduring the term of the support period on a&mdand-ifavailable basis. The Compe
provides its big data software applications to emtses across a range of industries, includingufeaturing, distribution, services and travel.

In December 2013, the Company acquired SignalDepland("SignalDemand™), an optimization softwammpany headquarterec
San Francisco, California, with approximately 4@fpssionals, for total cash consideration of $18ilion . This acquisition broadens
Company's offerings to companies in resource-basedcommoditydriven industries, with products designed to hékent better serve th
customers in volatile markets with greater confemnd agility. Through its Sadfased solutions, SignalDemand processes thousd
variables to deliver real-time recommendationsdlp ltompanies make price and mix decisions acnasupts, customers and channels.

On January 8, 2014, the Company acquired approglyn&tl.7%of the common stock of Cameleon Software SA, aiplybtradec
French société anonyme ("Cameleon") headquarterdibulouse, France, in an all-cash tender offerafmproximately $29.1 million The
Company has continued to purchase shares of Camileébe open market. Since the initial tender offee Company has acquired additic
7.6% of Cameleon's common stock for approximately $nillion . As of March 31, 2014, the Company @ar89.3% of Cameleon.

2. Summary of Significant Accounting Policies

The accompanying unaudited condensed consolidataddial statements reflect the application of gigant accounting policies
described below and elsewhere in these notes tootmdensed consolidated financial statements.

Basis of presentation

The accompanying unaudited condensed consolida&taddial statements of the Company have been prdpar accordance wi
accounting principles generally accepted in thetéshiStates of America (“GAAP™jor interim financial reporting and applicable qguealy
reporting regulations of the Securities and Exclea@@mmission (“SEC”). In managementpinion, the accompanying interim unauc
condensed consolidated financial statements incilldedjustments necessary for a fair statemettiefinancial position of the Company a:
March 31, 2014 , the results of operations for ttiree months ended March 31, 2014 and cash flowth&three months endédarch 31
2014 .

Certain information and disclosures normally inélddn the notes to the annual financial statemprgpared in accordance w
GAAP have been omitted from these interim unaudieaddensed consolidated financial statements parsadhe rules and regulations of
SEC. Accordingly, these unaudited condensed cateteldl financial statements should be read in catipm with the consolidated financ
statements in the Company’s Annual Report on FArK Tor the fiscal year ended December 31, 201 ¢dal Report”Yfiled with the SEC
The condensed consolidated balance sheet as ofribec&1, 2013 was derived from the Compargudited consolidated financial statem
but does not include all disclosures required byABA

Basis of consolidation

The unaudited condensed consolidated financiasigts include the accounts of the Company arsliisidiaries. All intercompa
transactions and balances have been eliminateshsotidation.

Dollar amounts
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The dollar amounts presented in the tabular dathimthese footnote disclosures are stated in s of dollars, except per L
amounts, or as noted within the context of eaclnfate disclosure.

Use of estimates

The Companys management prepares the unaudited condensedlidatesb financial statements in accordance with ®@AAhe
Company makes estimates and assumptions in tharptem of its unaudited condensed consolidatezhfifal statements, and its estimates
assumptions may affect the reported amounts ottsasswl liabilities and the disclosure of contingassets and liabilities at the date of
unaudited condensed consolidated financial statesnand the reported amounts of revenue and expehsing the reporting periods. Act
results could differ from those estimates. The dexify and judgment required in the Compag'stimation process, as well as issues re
to the assumptions, risks and uncertainties intiénetihe application of the percentageeaimpletion method of accounting, affect the amc
of revenue, expenses, unbilled receivables andrr@efeevenue. Estimates are also used for, butimited to, receivables, allowance
doubtful accounts, useful lives of assets, deptieciaincome taxes and deferred tax asset valuatialuation of stock options, other curt
liabilities and accrued liabilities. Numerous imak and external factors can affect estimates. driteeal accounting policies related to
estimates and judgments are discussed in the Cofispannual Report under managementfiscussion and analysis of financial conditiod
results of operations. There have been no significhanges to the Company’s critical accountingcpesd as described in the Company’
Annual Report.

Revenue recognition

The Company derives its revenue from the licenaimgjimplementation of software solutions and asgedisoftware maintenance .
support. To a lesser extent, the Company'’s reveraledes nonsoftware related hosting services. Gbmpanys arrangements with custom
typically include: (a) license fees paid for theeudf our solutions either in perpetuity or overpedfied term and implementation fees
configuration, implementation and training serviees! (b) maintenance and support fees relatedctmiieal support and software update
there is significant uncertainty about contract ptetion or collectability is not reasonably assynmevenue is deferred until the uncertain
sufficiently resolved or collectability is reasohatassured. In addition, revenue is recognized wpersuasive evidence of an arrangel
exists, delivery has occurred and fees are fixedeterminable.

In determining whether professional services reeestiould be accounted for separately from liceagenue, the Compargvaluate
whether the professional services are considersenéal to the functionality of the software usilagtors such as: the nature of its softv
products; whether they are ready for use by theoousr upon receipt; the nature of professionalisesy the availability of services from ot
vendors; whether the timing of payments for licenmeenue coincides with performance of servicest @whether milestones or accepte
criteria exist that affect the realizability of teeftware license fee.

If the Company determines that professional sesviegenue should not be accounted for separataty ficense revenue, the licel
revenue is recognized together with the professiseraices revenue using the percentageesfipletion method or completed contract met
The completed contract method is also used forraotst where there is a risk over final acceptancéhb customer or for contracts that
short term in nature.

The percentage-of-completion computation is meakdng the percentage of maays incurred during the reporting perioc
compared to the estimated total nmdays necessary for each contract for implementadfothe software solutions. The Company mea:
performance under the percentage-of-completion ogetlsing total man-day method based on currennatgs of mardays to complete tl
project. The Company believes that for each suofept, man-days expended in proportion to totahesed mandays at completion represe
the most reliable and meaningful measure for daeténg a project’s progress toward completion. Under fixedfee arrangements, shoul
loss be anticipated on a contract, the full amasnecorded when the loss is determinable.

The Company also licenses software solutions uteten license agreements that typically include nemiance during the licer
term. When maintenance is included for the entirentof the license, there is no renewal rate aedGbmpany has not established ve
specific objective evidence (“VSOE™®f fair value for the maintenance on term licendést term license agreements, revenue an
associated costs are deferred until the deliveth@&olution and recognized ratably over the remgilicense term.

For arrangements that include hosting and cloaskd services, the Company allocates the arramgesoasideration between -
service and other elements and recognize the lgoatid cloudsased services fee ratably beginning on the dateuktomer commences us
the Company's services and continuing through tideoé the customer term.
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The Companys customer arrangements typically contain multgdEments that include software license, implementatervices ar
postimplementation maintenance and support. For meltgdement arrangements involving our nonsoftwareices, the Company must
determine whether and when each element has béigardd; (2) determine the fair value of each eletmesing the selling price hierarchy
VSOE of fair value, third party evidence (“TPEYy, best estimated selling price ("BESP"), as applie, and (3) allocate the total price arr
the various elements based on the selling prichadet

For multipleelement arrangements that include software andafiovere elements such as the Company's hostingcseoiferings
the Company allocates revenue between the sofavatesoftwaraelated elements as a group and any nonsoftwaneeals based on a relat
fair value allocation. The Company determine Yailue for each deliverable using this hierarchy atilizes VSOE of fair value if it exists.

In certain instances, the Company may not be abkstablish VSOE for all deliverables in an arranget with multiple elemen
This may be due to the Company's limited experiesaténg each element separately, not pricing gmigtor services within a narrow range
only having a limited sales history. In additiorRH may not be available. When the Company is urtabéstablish selling prices using VS
or TPE, it uses BESP in its allocation of arrangenuensideration. The objective of BESP is to datee the price at which we would trans
a sale if the product or service were sold on adstone basis. For transactions that only inclenftware and softwareelated elements, t
Company continues to account for such arrangemerdsr the software revenue recognition standardshalequires it to establish VSOE
fair value to allocate arrangement considerationragrmultiple deliverables.

Maintenance and support revenue includes mostementation customer support and the right tepesified software updates :
enhancements on a when and if available basisChmepany generally invoices for maintenance and admervices on a monthly, quarte
or on an annual basis during the maintenance gopbsuperiod. The Company recognizes revenue fr@mi@nance arrangements ratably
the period in which the services are provided.

Software license and implementation revenue thathieen recognized, but for which the Company hasnvoiced the customer,
recorded as unbilled receivables. Invoices thatHaeen issued before software license, implementatnd maintenance and support rewv:
has been recognized are recorded as deferred euethe accompanying consolidated balance sheets.

Business Combinations

We record tangible and intangible assets acquiretl liabilities assumed in business combinationseurtie purchase method
accounting. Amounts paid for each acquisition diecated to the assets acquired and liabilitiesimesl based on their fair values at the da
acquisition.

Significant management judgments and assumptioasrequired in determining the fair value of acqdirssets and liabilitie
particularly acquired intangible assets. The védumadf purchased intangible assets is based up@madss of the future performance and «
flows from the acquired business. Each asset isumned at fair value from the perspective of a migpketicipant.

The Company uses its best estimates and assumpi@tsurately assign fair value to the tangibld emangible assets acquired
liabilities assumed at the acquisition date. ThenGany's estimates are inherently uncertain and subjefioement. During the measurerr
period, which may be up to one year or more fromabquisition date, the Company may record adjussre the fair value of these tang
and intangible assets acquired and liabilities mesl) with the corresponding offset to goodwill.dddition, uncertain tax positions and tax
related valuation allowances are initially estdidid in connection with a business combination ashefacquisition date. The Compi
continues to collect information and reevaluatess¢hestimates and assumptions quarterly and reeords@djustments to the Compasny’
preliminary estimates to goodwill, provided thae t@ompany is within the measurement period. Upendbnclusion of the measuren
period or final determination of the fair value afsets acquired or liabilities assumed, whichewares first, any subsequent adjustment
recorded to the Company’s condensed consolidas¢einsénts of operations.

I nternal-use software

Costs incurred to develop internse software during the development stage areatiapitl, stated at cost, and depreciated usin
straightline method over the estimated useful lives of dksets. Development stage costs generally inclaldeies and personnel costs
third party contractor expenses associated witbriatl-use software configuration, coding, instalatand testing. Capitalized internage
software development costs related to the Compaitotsl-based offerings were $0.7 million
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and $0.9 million for thehreemonths ended March 31, 2014 and 2013 , respectiCalpitalized internalise software development costs rel
to our cloud-based offerings are amortized usirgsiinaight-line method over the useful life of #eset. For each of tliereemonths ende
March 31, 2014 and 2013 , the Company amortizetl ®@llion of capitalized internal-use software dieyenent costs related to its clobdse!
offerings. Capitalized software for internal userisluded in property and equipment, net in theuditedcondensed consolidated bala
sheets. Amortization of capitalized internal-ustvgare development costs related to the Compathgigidased offerings is included in cos
license and implementation revenues in the accoyipgminaudited condensed consolidated statememisnoprehensive income.

Noncash share-based compensation

The Company measures all shadssed payments to its employees based on the daémtfair value of the awards and recogr
expense in the Company’'s unaudited consolidatedmtnt of comprehensive income on a straligigt-basis over the period during which
recipient is required to perform service (generalyer the vesting period of the awards). To ddie, Company has granted stock opti
Restricted Stock Units (“RSUs”), Stock Appreciati®ights (“SARs”), and Market Stock Units (“MSUsSRSUs include both timbase:
awards as well as performanicased awards in which the number of shares thatavesbased upon the revenue expected to be ehynix
Company from binding customer agreements for tligion of Configure, Price, and Quote (CPQ) solusi The MSUs are performance
based awards in which the number of shares thatvedased upon the Company’s relative stockhaottarn.

The following table presents the number of sharegnits outstanding for each award type as of M&th2014 andecember 3:
2013, respectively.

Award type March 31, 2014 December 31, 2013
Stock options 993,67 1,160,46.
Restricted stock units (time based) 1,799,90 1,542,99
Restricted stock units (performance based) 34,00( —
Stock appreciation rights 706,11: 721,02
Market stock units 449,60( 469,00(

Stock options, time based RSUs and SARs vest gabativeen two and foyrears. The actual number of MSUs that will be 6ligitc
vest is based on the total stockholder return ®Gbmpany relative to the total stockholder retfrthe Russell 2000 Index (“Indextyver thei
respective performance periods, as defined by aeaetnd's plan documents. The Company did not gmrantstock options or SARs during
three month period ended March 31, 2014.

The fair value of the RSUs is based on the clopize of the Company’s stock on the date of grant.

The Company estimates the fair value of MSUs ondite of grant using a Monte Carlo simulation modiee determination of fe
value of the MSUs is affected by the Company’sistméce and a number of assumptions including tteeted volatilities of the Comparsy’
stock and the Index, its risk-free interest ratd arpected dividends. The Compangxpected volatility at the date of grant was Hase the
historical volatilities of the Company and the IrRd®er the performance period.

The assumptions used to value the MSUs grantedglthiethreemonths ended March 31, 2014 were as follows:

Grant Date
February 24, 2014 February 11, 2014
Volatility 51.13% 50.74%
Risk-free interest rate 0.66% 0.67%
Expected option life in years 2.85 2.89

Dividend yield — —

Earnings per share
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The Company computes basic earnings per share \glindj net income by the weighted average numbecafimon shart
outstanding. Diluted earnings per share is compbtedividing net income by the weighted average bemnf common shares and dilut
potential common shares then outstanding. Potecgimmon shares consist of shares issuable upoextreise of stock options and SAR:
the vesting of RSUs and MSUSs. Diluted earningsgbare reflect the assumed conversion of all déusharébased awards using the trea:
stock method.

Fair value measurement

The Company’s financial assets that are measurddiravalue on a recurring basis consisted of $26illion and $21.0 millior
invested in treasury money market funds at Margl2814 and December 31, 20@spectively. The fair value of these accounteigrmine
based on quoted market prices, which represents lew the fair value hierarchy as defined by Aauiing Standard Codification ("ASC") 8:
“ Fair Value Measurement and Disclosute

Deferred revenue and unbilled receivables

Software license and implementation services thaetbeen performed, but for which the Company leasnwoiced the customer,
recorded as unbilled receivables, and invoices taate been issued before the software license mpieinentation services have b
performed are recorded as deferred revenue indbengpanying unaudited condensed consolidated balgineets. The Company genel
invoices for maintenance and support services miothly, a quarterly or an annual basis throughnth@tenance and support period.

Credit Facility

As of March 31, 2014 $0.2 millionof unamortized debt issuance costs related to tmpany's revolving credit facility ("Revolve
is included in other long term assets in the unteddiondensed consolidated balance sheets. Fooé#ushthree months endétarch 31, 201
and 2013, $12,5000f debt issuance cost amortization is included the® Expense (Income), net in the unaudited coretkersnsolidate
statements of comprehensive income.

As of March 31, 2014 , the Company had no outstandbrrowings under the Revolver.
I ncome taxes

At the end of each interim reporting period, tharpany estimates its annual effective tax rate toutate its income tax provisic
The estimated effective tax rate includes U.S. f@ldestate and foreign income taxes and is baseth@rapplication of an estimated anr
income tax rate applied to the current quarteraryte-date preéax income. This estimated effective tax rate isdus providing for incorr
taxes on a year-to-date basis and may change segubnt interim reporting periods.

The effective tax rate for the three months endeddil 31, 2014 and 2013 was 6% and (196)#&spectively. The difference betw
the effective tax rate and the federal statutoty od 34% for the three months ended March 31, 2@d<ldue primarily to the limitation on t
deductibility of certain officers’ compensation|wation allowances related to losses, and nondédectcquisition costs.

The benefit recorded for the three months endedMat, 2014 and 2013 was $0.6 million and $1.liomil] respectively. The chan
between March 31, 2014 and 20i3primarily attributed to the retroactive reinstaent of the Research and Experimentation ("R&BX%
credit during the first quarter of 2013, which résd in a $1.4 milliordiscrete benefit recorded in the first quarter @2, recording addition
valuation allowance due to losses during the fitsarter of 2014, and an increase in nondeductifileeds compensation between the
periods.

The Internal Revenue Service is currently examitiregCompany’s 2009 R&D credit. The Company isaware of any other audits
at the present time.
3. Business Combination

Cameleon Software, SA

On October 24, 2013, the Company entered into deteaffer agreement with Cameleon, indicating tleen@any's intent to acqu
Cameleon through the tender offer for all of thastanding share capital of Cameleon. As part oftdraer offer, the Company pla

approximately $40 million in escrow to fund the aisition, which was included in current restrictash as of
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December 31, 2013. On January 8, 2014, the Compangunced that this tender offer for Cameleon wasessful based on the res
published by the Autorité des Marchés FinanciefgfAon January 2, 2014, with Cameleon stockholtiEmdering at least 65% of Cameleon’
freely tradeable shares and warrants in the teoffler (Minimum Condition). Including the commitmantrom Cameleos management wi
respect to their Cameleon free shares, as of tpletion of the tender offer, the Company contid..7% of Cameleos’common stock al
94.0% of Cameleosr’ outstanding warrants. As a result of shares @gegh by the Company in the market following the pletion of the
tender, as of March 31, 2014, the Company conttd@@ 3% of Cameleon. All amounts pertaining to dpproximate 10.7%f Cameleon th:
the Company does not own are reported as non-dlimgronterest in the Company’s condensed combir@usolidated financial statements.

During the quarter ended March 31, 2014 , the Comypacurred acquisition-related costs of $0.7 milliconsisting primarily ¢
advisory, legal fees, and retention of key emplsyee

All of the assets acquired and the liabilities assd in the transaction have been recognized at #ogjuisition date fair values
January 8, 2014.

The preliminary allocation of the purchase priceGameleon is as follows (in thousands):

Cash and cash equivalents $ 7,08¢
Accounts receivables 10,44+
Prepaid and other assets 1,32¢
Intangible assets 18,65
Goodwill 16,221
Accounts payable and accrued liabilities (13,009
Deferred revenue (5,399
Non-controlling interest (6,209

Net assets acquired $ 29,13¢

The following are the identifiable intangible assatquired and their respective useful lives (ou#ands):

Useful Life
Amount (years)
Trade Name $ 1,02( 8
Customer Relationships 1,45¢ 2-5
Maintenance Relationships 3,80¢ 8
Developed Technology 11,147 7
Other 1,22: 2

Total $ 18,65:

In performing the preliminary purchase price altoma the Company considered, among other factrsnticipated future use of 1
acquired assets, analyses of historical finanaafopmance, and estimates of future cash flows f@emeleon's products and services.
allocation resulted in acquired intangible assét$18.7 million. The acquired intangible assets consisted of deeel technology, custon
and maintenance relationships, trade name and aiherwere valued using the income approach in wkieh aftertax cash flows a
discounted to present value. The cash flows aredasm estimates used to price the transaction, theddiscount rates applied w
benchmarked with reference to the implied rate etfin from the transaction model as well as theghteid average cost of capi
Additionally, the Company assumed certain liakghtiin the acquisition, including deferred revenuevhich a fair value of $5.4 milliowas
ascribed using a cost-plus profit approach.

Liabilities assumed include $2.7 million relatedttee Company's offer to pay an additional €0pEs share cash premium to
Cameleon stockholders tendering their shares amnchmta if the Company succeeds acquiring at |58t & the share capital and voting rig
of Cameleon on a fully diluted basis on or beforec@€nber 31, 2014The Company has recorded this liability at fairweabased on i
determination that it expects to meet this thredhmlior to December 31, 2014n addition, the net assets acquired include cgeti
consideration of $1.4 million related to the contedtpurchase of free shares owned by Cameleon reaead.
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Goodwill of $16.2 millionrepresents the excess of the purchase price ozdaithvalue of the underlying net tangible andhiifeable
intangible assets, and represents the expectedgsstne benefits of the transaction, the knowledge experience of Cameleon's workforc
place, and the expectation that the combined coyparomplementary products will significantly breadthe Compang CPQ solutio
offering. The Company believes the combined compaifiybenefit from a broader global presence aniihwhe Companys direct sales for
and larger channel coverage, significant crossetiipportunities. None of the goodwill is expectedé currently deductible for tax purpo:
In accordance with applicable accounting standaydedwill will not be amortized but instead will iested for impairment at least annu:
or, more frequently if certain indicators are présén accordance with applicable accounting stedglagoodwill will not be amortized &
instead will be tested for impairment at least atligu or, more frequently if certain indicators gnesent. In the event that the manageme
the combined company determines that the valu@oéwill has become impaired, the combined compaifiyiveur an accounting charge
the amount of the impairment during the fiscal ¢grain which the determination is made.

SignalDemand, Inc.
In December 2013, the Company acquired SignalDeplandfor total cash consideration of $13.5 mitlio

During the quarter ended March 31, 2014 , the Comypacurred acquisition-related costs of $0.7 milliconsisting primarily ¢
advisory, legal fees, and retention of key emplsyee

All of the assets acquired and the liabilities assd in the transaction have been recognized at #ogjuisition date fair values
December 16, 2013.

The preliminary allocation of the total purchase@ifor SignalDemand is as follows (in thousands):

Current assets $ 881
Deferred tax asset - current 2,752
Noncurrent assets 19z
Intangibles 8,30(
Goodwill 6,972
Deferred tax asset - noncurrent 2,572
Accounts payable and accrued liabilities (1,482)
Deferred revenue (6,68¢)

Net assets acquired $ 13,50(

The following are the identifiable intangible assatquired and their respective useful lives (ouiands):

Useful Life
Amount (years)
Developed technology $ 4,60( 7
Internally developed technology 16C 2
Customer relationships 3,50( 8
Trade name 40 2
Total $ 8,30(

In performing the preliminary purchase price altima the Company considered, among other factrgnticipated future use of
acquired assets, analyses of historical finan@digpmance, and estimates of future cash flows fggmalDemand's products and services.
allocation resulted in acquired intangible assét$&3 million . The acquired intangible assets consisted of deeel technology, custon
relationships and trade name and were valued twsagncome approach in which the aftax-cash flows are discounted to present value
cash flows are based on estimates used to priceahgaction, and the discount rates applied wenelimarked with reference to the imp
rate of return from the transaction model as welihee weighted average cost of capital. Additigndlie Company assumed certain liabilitie
the acquisition, including deferred revenue to radfair value of $6.7 million was ascribed usingpat-plus profit approach.
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The Company has made a preliminary determinatiah$6.3 millionof net deferred tax assets were assumed on thésdimudate
The deferred tax assets primarily relate to netatpey losses and other expenses accrued but pehe&d for tax purposes.

The excess of the purchase price over the estinaatexints of net assets as of the effective dateeohcquisition was allocated
goodwill. The factors contributing to the recogmitiof the amount of goodwill are based on sevdrateggic and synergistic benefits that
expected to be realized from the SignalDemand aitipri. These benefits include the expectation tiaicombined compansg’complementa
products will significantly broaden the Compasgfferings in sales optimization solutions. Then(@any believes the combined company
benefit from a broader global presence and, with @ompanys direct sales force and larger channel coveraigajfisant crossellin
opportunities. None of the goodwill is expectedécurrently deductible for tax purposes. In acano@g with applicable accounting stande
goodwill will not be amortized but instead will bested for impairment at least annually, or, moegdiently if certain indicators are presen
the event that the management of the combined coyngetermines that the value of goodwill has becamaaired, the combined comps
will incur an accounting charge for the amounthef impairment during the fiscal quarter in which tletermination is made.

Pro Forma Financial Informatiol

The unaudited financial information in the tabléose summarizes the combined results of operatidriteeo Company, Cameleon ¢
SignalDemand, on a pro forma basis, as though tmp@ny had acquired Cameleon and SignalDemandraradal, 2013. The pro forr
information for all periods presented also includles effect of business combination accounting Iltiegufrom the acquisition, includir
amortization charges from acquired intangible asset

Three months ended March 31,

(in thousands) 2014 2013

Total revenue $ 41,168 $ 38,72¢
Net income (loss) (8,587 9
Earnings per share - basic and diluted $ (030 $ =

4. Non-controlling interest

The following table presents a roll forward of then-controlling interest from the date of acquasitof Cameleon on January 8, 2014
through March 31, 2014 (in thousands):

Beginning balance as of January 8, 2014 $ 6,20/
Change in Parent's ownership in the subsidiary (2,699
Net loss allocated to non-controlling interest (457)
Other Comprehensive income —
Ending balance as of March 31, 2014 $ 3,054

The effect of foreign currency exchange rates emtbn-controlling interest was immaterial as of 881, 2014.
5. Earnings per Share
The following table sets forth the computation abie and diluted earnings per share for the threetins ended March 31, 20%4c

2013:
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For the Three Months Ended March

31,
2014 2013

Numerator:

Net income (loss) attributable to PROS Holdings, In $ (8,455 $ 1,73¢
Denominator:

Weighted average shares (basic) 28,66¢ 27,75’

Dilutive effect of potential common shares — 1,60¢

Weighted average shares (diluted) 28,66¢ 29,36

Basic earnings per share $ (0.29 $ 0.0¢

Diluted earnings per share $ 029 $ 0.0¢

Dilutive potential common shares consist of sh@ssgable upon the exercise of stock options, setthd of SARs, and the vesting
RSUs and MSUs. Potential common shares determméé antidilutive and excluded from diluted weighteverage shares outstanding v
approximately 10,000 for the three months endedch&d, 2013 Basic shares were used to calculate loss pee $bathe three months enc
March 31, 2014 .

6. Noncash Share-based Compensation

During the three months ended March 31, 2014 Cihrmpany granted 793,070 shares of RSUs with a wexighverage grartate fai
value of $35.69 per share. The Company granted6083y1SUs with a weighted average grant-date fauevaf $49.50to certain executi
officers and non-executive employees during theghmonths ended March 31, 201Fhese MSUs vest on January 1, 2017 and the
number of MSUs that will be eligible to vest is bdon the total stockholder return of the Compatative to the total stockholder return of
Index over the Performance Period, as defined bl award's plan documents or individual award agesgs. The Company did not grant
stock options or SARs during the three months endacth 31, 2014 .

Sharebased compensation expense is allocated to expeatsgories on the unaudited condensed consolidstE@ments

comprehensive income. The following table summarigleare-based compensation expense included i@dhmpanys unaudited condens
consolidated statements of comprehensive incomtéothree months ended March 31, 2014 and 2013 :

For the Three Months Ended March 31

2014 2013
Share-based compensation:
Cost of revenue:
License and implementation $ 72z $ 462
Total included in cost of revenue 722 462
Operating expenses:
Selling, marketing, general and administrative 2,672 2,22:
Research and development 96% 73€
Total included in operating expenses 3,631 2,95¢
Total share-based compensation expense $ 4,35¢ $ 3,42(

In February 2014, the number of shares availablésuance increased by 900,000 to 8,168@@dker an evergreen provision in
Company's 2007 Equity Incentive Plan ("2007 StoldnB. As of March 31, 2014 , 934,44hares remained available for issuance undt
2007 Stock Plan. Also in February 2014, the Compgranted inducement awards in an aggregate amdunp do 308,250shares i
accordance with NYSE Rule 303A.08. These induceraesirds were in the form of RSUs and MSUs grantedur Chief Operating Offic
and RSUs granted to certain new employees in coienewith our acquisitions of Cameleon and Signaiiaed. At March 31, 2014 the
Company had an estimated $60.9 million of totaleangnized compensation costs related to shased compensation arrangements. 1
costs will be recognized over a weighted averagop®f 2.9 years.

In June 2013, the Board of Directors authorizedmployee Stock Purchase Plan (“ESPRHich provides for eligible employees
purchase shares on an after-tax basis in an anbetiween 1% and 10% of their annual pay: (i) on Bthef each year at a 5éfiscount of th
fair market value of our common stock on Januaoy June 30, whichever is lower, and (ii) on Decenfeof each year at a S8ftscount o
the fair market value of our common stock on Julyr December 31, whichever is lower. An employeg mat purchase more than $5,000
either of the six-month measurement periods desdrdbove or more than $10,000 annually. As of M&th2014, there were 500,080are
authorized for issuance under the ESPP plan, aptbeimately $0.2 milliorwas held on behalf of employees for future purchaseler th



ESPP and was recorded in accrued expenses anccathent liabilities in the Company's balance sheet
7. Commitments and Contingencies
Litigation

In the ordinary course of the Compasiyjusiness, the Company regularly becomes invdlvedntract and other negotiations anc
more limited circumstances, becomes involved imallggroceedings, claims and litigation. The outcornéshese matters are inherel

unpredictable. The Company is not currently invdhe any outstanding litigation that it believesdividually or in the aggregate, will hav
material adverse effect on its business, finarmadition, results of operations or cash flows.

L ease commitments

As a result of the Cameleon acquisition in Jan2&d4, the Company assumed several operating léaseice space and office
equipment that expire at various dates. As of M&th2014 , the future minimum lease commitmeritsed to these agreements were as
follows:

Fiscal year Amount

2014 $ 89:
2015 414
2016 352
2017 29t
2018 and thereafter 40
Total minimum lease payments $ 1,99¢

ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL CONDITION AND RESULTS OF OPERATIONS

The terms “we,” “us,” “PROS" and “our” refer to PROS Holdings, Inc. and all of its subsiis that are consolidated in conforn
with accounting principles generally accepted ia thnited States of America.

This managemerg’ discussion and analysis of financial conditiod agsults of operations should be read along wiithunaudite
condensed consolidated financial statements anddited notes to condensed consolidated financékestents included in Item 1 of t
Quarterly Report on Form 1Q; as well as the audited consolidated financialestents and notes to consolidated financial sttésnan
management’s discussion and analysis of finanoiadlition and results of operations set forth in Aanual Report.

Overview

PROS provides big data software applications design help companies outperform in their marketsising big data to sell mc
effectively. We apply over two decades of datarsmeexperience to unlock buying patterns and peafays within transaction data to re
which opportunities are most likely to close, whinffiers are most likely to sell and which pricee amost likely to win. PROS offers big d
software applications to analyze, execute and dpéireales, pricing, quoting, rebates and revenusagement. We also provide professi
services to implement our software applicationsyel as business consulting. Since inception, PR&sScompleted over 700 implementat
of our solutions across more than 40 industrigaane than 55 countries.
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In December 2013, we acquired SignalDemand, InSig@ialDemand"), an optimization software compangdusartered in S

Francisco, California. This acquisition broadened offering to companies in resource-based and ondityrdriven industries, with produc
designed to help our clients better serve theitorosrs in volatile markets with greater confidersoed agility. Through its Saasse:
solutions, SignalDemand processes thousands oéblas to deliver redlme recommendations to help companies make pnick raix
decisions across products, customers and channels.

In January 2014, we acquired approximately 89% axh€leon Software SA, a publicly traded French $é@éonyme ("Cameleon

a Configure, Price, and Quote ("CPQ") software canypheadquartered in Toulouse, France. CPQ softaedps companies drive sales gra
by streamlining and simplifying the configuratigricing and quote-generation activities that accanymegotiated selling.

We anticipate that the the integration of PROS @atheleon will provide a single platform that condsirthe transformational bene

of sales execution and big data science to optirtlizelead-tosrder process. Customers have been forced to dfgeedi technologies
optimize prices, and configure product offers andtgs. The combined solution would bring togethar key decisions in the sales proc
providing best-in-class automation, data sciencalygics and execution that gives sales repredeasad competitive selling advantage.

Opportunities, Trends and Uncertainties

are:

The opportunities, trends and uncertainties thabeleve are particularly significant to understanad financial results and conditi

Variability in revenueOur historical revenue recognition policy providesibility into a significant portion of our reveaun the near-
term quarters, although the actual timing of rewerecognition varies based on the nature and memeints of our contracts. For
majority of our arrangements, we have not histdlsiceecognized license revenue upon customer consmnature and softwe
delivery. We evaluate our contract terms and camBtas well as our implementation performancegalibns in making our reven
recognition determination for each customer comtr&ur contractual performance obligations in filere may differ from historic
periods which could impact the timing of recogmitiof revenue. For example, growth in our term Ig=mmnd cloudased servic
offerings may result in the deferral of revenuerode contractual term, whereas growth in perpdinahse arrangements that n
the criteria for separation may result in the rettign of license revenue on delivery, providedea®we recognition criteria are n
Our revenue could also vary based on our customeand customer geographic location. We sell oditnsre solutions to custome
in the manufacturing, distribution, services ara/#l industries. From a geographical standpojy@imately 56%and 53% of ot
consolidated revenues were derived from customatside the United States for the three months emdi@ath 31, 2014 and 2013
respectively. Our contracts with customers outiideUnited States are predominately denominaté#l 1 dollars. The economic &
political environments around the world could chawogr concentration of revenue within industried aoross geographies.

Growth opportunitiesWe believe the market for our big data softwareliappion is underpenetrated. Market interest for saftware
has increased over the past several years providingth growth opportunities. We have and will ioae to invest in our business
more effectively address these opportunities thosignificant investment in professional serviaesearch and development, s¢
marketing and back office. In addition to organiowth, we may acquire additional companies or te@gies that can contribute
the strategic, operational and financial growtloaf business. We expect to continue to explore baghnic and other strategic groy
opportunities.

Managing our continued growttSince 2010, we have experienced strong growth i loor revenue and operations, incluc
significant growth in our sales and marketing pers. Our continued success depends on, among tihegs, our ability t
successfully recruit, train and retain personnedxecute our sales and marketing strategies, ssfotlgsintegrate the operations ¢
personnel of companies we have acquired or mayi@Gcappropriately manage our expenses as we geater into and maints
beneficial channel relationships, and enhance andldp existing and new solutions. If we are ndé &b execute on these actions,
business may not grow as we anticipated.

Uncertain global economic condition&lobal economic conditions have been uncertainecemt years. The uncertain econc
conditions have had and may have a negative impadhe adoption of big data software and may irszethe volatility in ot
business. Due to the uncertain economic conditiarescontinue to experience long sales cycles, asa@@ scrutiny on purchas
decisions and overall cautiousness taken by custortre addition, certain foreign countries arel $éiting significant economic a
political crises, and it is possible that thessesicould result in economic deterioration in ttakmats in which we operate. We beli
our solutions provide value to our customers
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during periods of economic growth as well as iressions, but the extent to which the current ecaneonditions will further affe«
our business is uncertain.

« Income taxe. For the three months ended March 31, 2014 , flecteve tax rate was 6% as compared to the fedatabf 34%. Thi
difference between the effective tax rate and ¢aerfal statutory rate for the three months endetivial,
2014 was due primarily to the limitation on the detibility of certain officers’compensation, valuation allowances related to k
and nondeductible acquisition costs. Historicadlyr provision for income taxes has differed frora thx computed at the U.S. fedi
statutory income tax rate of 35.0% due mrarily to research and development tax creditsJdnuary 2013, Congress passec
American Taxpayer Relief Act of 2012 which inclugdeamong other legislation, the retroactive extemsié the Research a
Experimentations ("R&E") tax credit. The passagetho$ legislation made the R&E tax credit retroaetto January 1, 2012 ¢
extended the R&E tax credit until December 31, 2H8wever, the R&E tax credit has not been exterfded®014. Our effectiv
income tax rate may fluctuate quarterly as a resfulfactors, including transactions entered inttgriges in the geographic distribut
of our earnings or losses, our assessment of oeEai contingencies, valuation allowances, and gearnn tax law in jurisdictior
where we conduct business.

Results of Operations

Comparison of three months ended March 31, 2014 with three months ended March 31, 2013

Revenue:
For the Three Months Ended March 31,
2014 2013 Variance
Percentage of Total Percentage of Total

(Dollars in thousands) Amount Revenue Amount Revenue $ %
License and implementation $ 28,29: 69% $ 22,59: 67% $ 5,70( 25%
Maintenance and support 12,62 31% 11,03 33% 1,587 14%

Total $ 40,91 100% $ 33,62¢ 100% $ 7,281 2204

License and implementatiohicense and implementation revenue increased $ilibmto $28.3 million for the threenonths ende
March 31, 2014 from $22.6 million for the three tfteended March 31, 2013 , representing a 2%fease. The increase in license
implementation revenue was the result of a 12%e®e in the average revenue recognized perdaaras compared to the correspon
period in 2013 and $3.3 million of incremental fise and implementation revenue from our acquisitidthe increase in average reve
recognized per maday was due to a $3.3 million increase in licersgenue recognized upon software delivery for thheghmonths end:
March 31, 2014 compared to the corresponding peni@D13 . The average revenue per rdag-can vary from quarter to quarter based o
relative relationship between license and implemugo revenue and on the amount of license revesnagnized upon software delivery.

License and implementation revenue includes revdnua term licenses, hosting and clobdsed services. Revenue from t
licenses represented approximately 3% of totalmegdor each of the three months ended March 314 20d 2013 Revenue from hosting a
cloud-based services represented approximatelyr@d@% of total revenue for the three months endadch131, 2014 and 2013, respectively

Maintenance and supporMaintenance and support revenue increased $1.6omilb $12.6 million for the threenonths ende
March 31, 2014 from $11.0 million for the three ttenended March 31, 2013, representing a Int¥ease. The increase in maintenance
support revenue was principally a result of anéase in the number of customers purchasing maimterend support services and $0.8 mi
of incremental maintenance and support revenue fnenacquisitions.
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Cost of revenue and gross profit:

For the Three Months Ended March 31,

2014 2013 Variance

Percentage Percentage

of Related of Related
(Dollars in thousands) Amount Revenue Amount Revenue $ %
Cost of license and implementation $ 11,43: 4% $ 8,471 3% $ 2,96: 35%
Cost of maintenance and support 2,57¢ 2% 2,082 1¢% 494 24%

Total cost of revenue $ 14,00¢ 3% $ 10,55 31% $ 3,45¢ 33%

Gross profit $ 26,90¢ 660 $ 23,07: 600 $ 3,831 17%

Cost of license and implementatidbost of license and implementation increased $3llomto $11.4 million for the threenonth:
ended March 31, 2014 from $8.5 million for the threonths ended March 31, 2013, representing aiBéf#ase. The increase was attribut
to an increase of $2.7 million of personnel costsich included $1.7 million related to our acquiss. Personnel costs, which included
employees and third party contractors, increasidanily as a result of an increase in headcoumhfour acquisitions and headcount need:
support our implementations. The majority of ther@ase in headcount was due to our acquisitioctudad in the increase in personnel ¢
was an increase of $0.3 million of noncash shasedb@ompensation expense. In addition there wéiscamase of $0.6 million related to «
facility improvements, depreciation, hosting and coud-based service offerings, partially offsgtab$0.3 million decrease in travel expenses

License and implementation gross profit percentagae 60% for the three months ended March 31, 281¢bmpared to 63%6r the
three months ended March 31, 2013he 4% decrease in the license and implementajioss profit percentage was attributed to
acquisitions. License and implementation gross margary from period to period depending on différéactors, including the amount
implementation services required to deploy our thmhs relative to the total contract price and aalglition of headcount needed to sup
anticipated future implementations.

Cost of maintenance and suppd@ost of maintenance and support increased $0.5omilb $2.6 million for the thremonths ende
March 31, 2014 from $2.1 million for the three muwtended March 31, 2013The cost of providing maintenance and supponices
consisted largely of personnel related expenses.ifidrease in cost of maintenance and support Wasugable to an increase of $0.5 mill
of personnel costs associated with the continuedilrin our customer maintenance and support fanatommensurate with maintenance
support maintenance growth. Maintenance and supgpods margins were 80% for each of the three nsoetided March 31, 201anc
March 31, 2013 .

Gross profit.Gross profit increased $3.8 million to $26.9 miflitor the three months ended March 31, 2014 fro illion for the
three months ended March 31, 2013, representit¥§@increase. The increase in overall gross pngt attributable to a 22%crease in tot
revenue, which included $1.8 million of gross préfom our recent acquisitions of SignalDemand &@adheleon.

Operating expenses:

For the Three Months Ended March 31,

2014 2013 Variance
Percentage of Percentage of
(Dollars in thousands) Amount Total Revenue Amount Total Revenue $ %
Selling, marketing, general and administrative $ 22,45t 55% $ 14,28¢ 42% $ 8,167 57%
Research and development 11,55¢ 28% 8,09¢ 24% 3,46 43%
Acquisition-related 1,39( 3% — —% 1,39( —%
Total operating expenses $ 35,40 879 $ 22,38¢ 679 $  13,02( 58%

Selling, marketing, general and administrative exgses.Selling, marketing, general and administrative eses increase®8.z
million , or 57% , to $22.5 million for the threeomths ended March 31, 2014 from $14.3 million fee three months ended March 31, 2013
The increase was attributable to an increase d 86llion of personnel costs, which included $2.4lion related to our our acquisitior
Personnel costs increased primarily as a reswhahcrease in headcount from our acquisitionsheaticount in sales, marketing, general
administrative to support our current and futurewgh objectives. The majority of the increase imdmount was due to our acquisitions. /
included in the increase in personnel costs was an
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increase of $0.7 million in commissions and $0.8iom of noncash sharbased compensation. In addition, the increase decdl$1.6 milliol
of nonpersonnel related expenses related to our acquisjtand the remaining increase primarily relate@.2 million in depreciation, $(
million for marketing events and $0.2 million ircféty, depreciation, and other overhead expenses.

Research and development expenResearch and development expenses increased 385 na $11.6 million for the threeonth:
ended March 31, 2014 from $8.1 million for the threonths ended March 31, 2013 , representing aiA88#ase. The increase was attribut
to an increase of $3.1 million of personnel cosisich included $2.0 million related to our acquéis. Personnel costs, which include
employees and third party contractors, increaseda @&sult of an increase in headcount from our iadgpns and headcount to develop 1
technologies. The majority of the increase in headtwas due to our acquisitions. Included in tieréase in personnel costs was an inc
of $0.2 million of noncash share based compensaxpense. In addition, the increase included $0lHbmof non-personnel related expen
related to our acquisitions.

Acquisitionrelated expensegcquisition-related expenses were $1.4 million fliee three months ended March 31, 2@bhsistin
primarily of advisory and legal fees, accounting ather professional fees related to our acquisitibCameleon.

Other income (expense), net:

For the Three Months Ended March 31,

2014 2013 Variance
Percentage of Percentage of
(Dollars in thousands) Amount Total Revenue Amount Total Revenue $ %
Other income (expense), net (972) —% $ (109 —% $ (869 nm

Other income (expense), n@ther income (expense), net consisted of interesime on our cash and cash equivalents, in
expense which included debt issuance cost amadizan the revolving credit facility ("Revolver'nd foreign currency exchange gains
losses on transactions denominated in currenclesr dhan the functional currency. Other income émse), net increased by $0.9 mil
during the three months ended March 31, 20fdmarily due to net increases in foreign cursetosses during the period, primarily attribt
to foreign currency losses on the restricted caglt dor the acquisition of Cameleon.

Income tax provision:

For the Three Months Ended March

31, Variance
(Dollars in thousands) 2014 2013 $ %
Effective tax rate 6% (196€)% n/e 20z %
Income tax benefit $ (560 $ (1,249 $ 58¢ (51)%

Income tax benefiOur income tax benefit decreased $0.6 million td6$@illion for the three months ended March 31, 26bm
$(1.1) million for the three months ended March 2013. The decrease in the income tax benefit was gradlgi attributable to a $1.4 millic
discrete benefit attributed to the 2012 R&E taxdidr¢hat was retroactively reinstated in the figstarter of 2013, an increase in valua
allowance due to losses, and an increase in nootibl#uofficer's compensation.

Our effective tax rate was 6% and (196)% for the¢lmonths ended March 31, 2014 and 20E3pectively. The difference betw
the effective tax rate of 6% and the federal steyutate of 34% for the three months ended March2814 was due primarily to the limitati
on the deductibility of certain officers’ comperisat an increase in valuation allowance relateld$ses, and nondeductible acquisition costs.

Liquidity and Capital Resources
Liquidity

At March 31, 2014 , we had $47.0 million of cashl amash equivalents and $27.9 million of working italpas compared t§44.%
million of cash and cash equivalents and $72.lionilbf working capital at December 31, 201Bash increased in the quarter primarily dt
cash acquired as part of the Company's acquisitid@@ameleon. For the quarter, working capital daseel primarily due to restricted cash |
as part of the Company's acquisition of Camelede. Majority of our cash and cash equivalents anemé@ated in the U.S. dollar and are |
in financial institutions located in the U.S. Ouwingipal sources of liquidity are our cash and casghivalents, cash flows generated f
operations and potential borrowings under our RerolOur material drivers or variants of operateagh flow are net income, nonc
expenses (principally shabesed compensation) and the timing of periodidnigil and collections related to the sale of ouutsmhs, an
related services, maintenance and clbaded services. The primary source of operating flass is the collection of accounts receivi
balances from our customers. Our operating castsflare also impacted by the timing of paymentsuowendors for accounts payable
other liabilities. We generally pay our vendors apdvice providers in accordance with the invoarets and conditions.



We believe our existing cash and cash equivalelsinbas, funds available under our Revolver andaourent estimates of futt
operating cash flows will provide adequate liquiddand capital resources to meet our operationaliireopents and anticipated caf
expenditures for the next twelve months. Our futnogking capital requirements will depend on maagtérs, including the operations of
existing business, our potential strategic expandigture acquisitions we might undertake, andetkgansion into complementary businesst
such need arises, we may raise additional fundsugfr equity or debt financings. At March 31, 20d4, had restricted cash of01 million
related to a letter of credit.

The following table presents key components of unaudited condensed consolidated statements officagh for the threemonth:
ended March 31, 2014 and 2013 :

For the Three Months Ended March 31

(Dollars in thousands) 2014 2013

Net cash provided by operating activities $ 3,40¢ $ 1,261
Net cash provided by (used in) investing activities 12,80¢ (1,749
Net cash used in financing activities (13,819 (619
Cash and cash equivalents (beginning of period) 44.,68¢ 83,55¢
Cash and cash equivalents (end of period) $ 47,040 $ 82,46:

Net cash provided by operating activitieblet cash provided by operating activities for theee months ended March 31, 204ds
$3.4 million , which represents an increase of $2illion when compared to the corresponding peiio@013 . The $2.1 millioicrease we
due to an increase of $2.5 million of noncash egpsrprincipally from a $1.0 million increase in hased compensation and a $1.4 mi
increase in the amortization of intangible assefested to our acquisitions. In addition, there Ww&6.3 millionincrease attributed to change
operating assets and liabilities, which are coneprief accounts receivable, unbilled receivablespgid and other assets, accounts pay
accrued liabilities, accrued payroll and other esgpe benefits and deferred revenue. This increas® primarily due to the Compar
collections of accounts receivable during the aerarincluded in our changes in operating assetsliabdities in 2014 was $6.9 million
incentive payments paid to our employees that wareed in 2013. These increases were offset b ® $dillion decrease in net income.

Net cash provided by (used in) investing activitidket cash used in investing activities was $12il8am for the threemonths ende
March 31, 2014 compared to $1.7 million for theethmonths ended March 31, 20IBhe increase in net cash provided in investirtyities
for the three months ended March 31, 2014 as coedpar the corresponding period in 2013 was pripdhé result of $22.0 million net o
cash acquired, used to acquire a majority stakeaimeleon and a
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$0.7 million increase in purchases of property aadipment, offset by $37.2 milliodecrease of restricted cash related to the Can
acquisition.

Net cash used in financing activitiefNet cash used in financing activities was $13ilian for the three months endddarch 31
2014 compared to net cash used in financing aetsvitf $0.6 million for the three months ended NaBd, 2014 . The increase for tthgee
months ended March 31, 2014 as compared to thesmonding period in 20M8as primarily the result of a decrease in net qaskided b
the exercise of stock options of $0.5 million ,seff by a $10.0 millioincrease in tax withholding related to net shatdesaents of restricte
stock units and market stock units, and cash uséukei acquisition of additional common shares ah€laon of $2.7 milliorwhich reduced tt
non-controlling interest during the period.

Off-Balance Sheet Arrangements

We do not have any relationships with unconsolidaetities or financial partnerships, such as deidnterest entities, which wot
have been established for the purpose of faciligatiff-balance sheet arrangements or other contiigtnarrow or limited purposes.

Contractual Obligations and Commitments

Except as described below, there have been no ialatkanges to our contractual obligations and céments disclosed in our
Annual Report.

Operating Leases

The following table sets forth the contractual ghtions as of March 31, 2014, and relates to ojpgrdtases for office space ¢
office equipment assumed as part of the Cameleguigition (in thousands):

Payment due by period

Fiscal year Amount

2014 $ 89¢
2015 414
2016 352
2017 29t
2018 and thereafter 40
Total minimum lease payments $ 1,99¢

Credit facility

As of March 31, 2014 we had$0.2 million of unamortized debt issuance costs related to thelRer included in other longerr
assets in the unaudited condensed consolidateddeatheets. For the three months endadch 31, 2014and 2013$12,500and $12,50Q
respectively, of debt issue cost amortization areluded in other expense, net in the unaudited ewsed consolidated statement:
comprehensive income.

There werano outstanding borrowings under the Revolver aslafch 31, 2014
ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES AB  OUT MARKET RISK
Foreign Currency Exchange Risk

Our contracts are predominately denominated in doBars. We are exposed to foreign currency exghaisk because we also h
contracts denominated in foreign currencies. Tliecefof an immediate 10% adverse change in excheaigs on our foreign denomina
receivables as of March 31, 20duld result in a loss of approximately $0.4 millioVe are also exposed to foreign currency risk tdugui
French subsidiary, Cameleon Software SA. A hypathei0% adverse change in the value of the U.8ardim relation to the Euro, which
the Companys single most significant foreign currency exposweuld have changed revenue for the three montidedeMarch 31, 2014
approximately $0.2 million. h addition, we have operating subsidiaries in tmétddl Kingdom, Canada and Germany. However, duthe
relatively low volume of payments made and receilsggdthe Company through these foreign subsidiames,do not believe that we he
significant
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exposure to foreign currency exchange risks. Fatains in foreign currency exchange rates coulthhaur financial results in the future.

We currently do not use derivative financial ingtents to mitigate foreign currency exchange rig¥s.continue to review this mat
and may consider hedging certain foreign exchaisffs through the use of currency futures or optiarfsiture years.

Exposure to Interest Rates

The Company is exposed to market risk for changemterest rates related to the variable interagt pn borrowings under 1
Company’s Revolver. As of March 31, 2014 , the Camphad no borrowings under the Revolver.

ITEM 4. CONTROLS AND PROCEDURES
Evaluation of Disclosure Controls and Procedures

Our management, with the participation of our clegécutive officer and chief financial officer, évated the effectiveness of «
disclosure controls and procedures as defined lesRiB8a-15(e) or 1585(e) under the Exchange Act of 1934, as amended"fxchang
Act") as of March 31, 2014 . Based on our evaluatib our disclosure controls and procedures as afchl31, 2014 our chief executiv
officer and chief financial officer concluded tlair disclosure controls and procedures were effedt ensure that information we are reqt
to disclose in reports that we file or submit unther Exchange Act (i) is recorded, processed, suimathand reported within the time peri
specified in SEC rules and forms, and (ii) is acalated
and communicated to our management, including bigf @xecutive officer and chief financial officers appropriate to allow timely decisi
regarding required disclosure.

Changes in Internal Control over Financial Reportirg

There have been no changes in our internal cootret financial reporting during the three monthsglexh March 31, 201that haw
materially affected, or are reasonably likely totenally affect, our internal control over finantiaporting.

PART Il. OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS

From time to time, we are a party to legal procegsliand claims arising in the ordinary course ditess. We are not currently aw
of any such proceedings or claims that we belieMehave, individually or in the aggregate, a matkadverse effect on our business, finar
condition, results of operations or cash flows.

ITEM 1A. RISK FACTORS

There have been no material changes to the ris&rfaas presented in our Annual Report on Form X6rkhe year ended
December 31, 2013 other than the update includiedvbe

Our directors, executive officers, and certain significant stockholders hold a significant portion of our outstanding shares.

Our directors and executive officers collectivebntrol approximately 19% of our outstanding comrsbares, and together with cer
significant stockholders, including investment farassociated with Brown Capital Management, LLC emveéstment funds associated v
BlackRock, Inc., control approximately 41% of ountgtanding common shares. As a result, these swbdds could influence matte
requiring stockholder approval in ways that may al@n with your interest as a stockholder, inchglthe election of directors and approve
significant corporate transactions. This conceiunadf ownership may have the effect of delayingpeventing a change in control of us €
if such change of control would be beneficial taiyas a stockholder, and could affect the marketepof our shares if there is a sale by
group of stockholders.

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS.

We have an ongoing authorization from our Boar®wéctors to repurchase up to $15.0 million in glsaof our common stock in |
open market or through privately negotiated tratisas. As of March 31, 2014$10.0 million remained available for repurchaselar thi
existing repurchase authorization.

We did not make any purchases of our common stodkrthis program for the three months ended Maigi2014 .

ITEM 3. DEFAULTS UPON SENIOR SECURITIES.



None.

ITEM 4. MINE SAFETY DISCLOSURE

None.

ITEM 5. OTHER INFORMATION.

None.

ITEM 6. EXHIBITS.
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Index to Exhibits

Provided Incorporated by Reference

Exhibit No. Description Herewith Form SEC File No.  Filing Date

10.1+ Employment Agreement by and between PROS, Inc.,$Ra@ldings, Inc. and 8-K 2/10/2014
D. Blair Crump, dated as of February 10, 2014.

10.2+ Market Stock Units Grant Notice and Market Stocktt/Award Agreement by S-8 2/24/2014
and between PROS Holdings, Inc. and D. Blair Crudapes as of February 24,
2014.

10.3+ Form of Restricted Stock Units Grant Notice andtReted Stock Units S-8 2/24/2014
Agreement (non-plan award).

10.4+ Second Amended and Restated Employment Agreemeaaridpetween PROS, 8-K 4/9/2014
Inc., PROS Holdings, Inc., and Charles H. Murphated as of April 8, 2014.

31.1 Certification of Chief Executive Officer PursuantExchange Act Rule 13a-14 X
(a)/15d-14(a).

31.2 Certification of Chief Financial Officer PursuantExchange Act Rule 13a-14 X
(a)/ 15d-14(a).

32.1* Certifications of Chief Executive Officer and Chighancial Officer Pursuant X
18 U.S.C. Section 1350.

Exhibit No. Description

101.INS XBRL Instance Document.

101.SCH XBRL Taxonomy Extension Schema Document.

101.CAL XBRL Taxonomy Extension Calculation Linkbase Docute

101.DEF XBRL Taxonomy Extension Definition Linkbase Docurhen

101.LAB XBRL Taxonomy Extension Label Linkbase Document.

101.PRE XBRL Taxonomy Extension Presentation Linkbase Doenim

* This certification shall not be deemed “filedirfpurposes of Section 18 of the Securities Adt384, or otherwise subject to the

liability of that Section, nor shall it be deemedde incorporated by reference into any filing uritte Securities Act of 1933 or the
Securities Exchange Act of 1934

+ Indicates a management contract or compensptanyor arrangement.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf by the
undersigned, thereunto duly authorized.

PROS HOLDINGS, INC.

May 12, 2014 By: /s/ Andres Reiner
Andres Reiner

President and Chief Executive Officer
(Principal Executive Officer)

May 12, 2014 By: /sl Charles H. Murphy
Charles H. Murphy

Executive Vice President and Chief Financial Office
(Principal Financial and Accounting Officer)
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Exhibit 31.1
CERTIFICATION OF PRINCIPAL EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Andres Reiner, certify that:

1. I bhave reviewed this quarterly report on FormQ@f PROS Holdings, Inc

2. Based on my knowledge, this report does not comtaynuntrue statement of a material fact or ométtéde a material fact necessary to make the
statements made, in light of the circumstancesuwwtieh such statements were made, not misleaditigrespect to the period covered by this

report;

3. Based on my knowledge, the financial statement$ oéimer financial information included in this repdairly present in all material respects the
financial condition, results of operations and ctigivs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s) andre responsible for establishing and maintainisgldsure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 18&(f))
for the registrant and have:

a.

Designed such disclosure controls and proceduresused such disclosure controls and procedutes tlesigned under our supervision,
to ensure that material information relating to itbgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;

Designed such internal control over financial réipgr; or caused such internal control over finah@aorting to be designed under our
supervision, to provide reasonable assurance rieggttae reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallypiedeaccounting principles;

Evaluated the effectiveness of the registrant'sldgire controls and procedures and presentedsimethort our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

Disclosed in this report any change in the regimsanternal control over financial reporting thatcurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thainmaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrant’s other certifying officer(s) anddve disclosed, based on our most recent evaluatiioiernal control over financial reporting, teet
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a.

May 12, 2014

All significant deficiencies and material weaknessethe design or operation of internal contratiofinancial reporting which are
reasonably likely to adversely affect the registsaability to record, process, summarize and refioancial information; and

Any fraud, whether or not material, that involveamagement or other employees who have a significémin the registrant’s internal
control over financial reporting.

/s/ Andres Reiner

Andres Reiner
President and Chief Executive Officer



Exhibit 31.Z
CERTIFICATION OF PRINCIPAL FINANCIAL OFFICER

PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Charles H. Murphy, certify that:

1. I bhave reviewed this quarterly report on FormQ@f PROS Holdings, Inc

2. Based on my knowledge, this report does natadomny untrue statement of a material fact ort énstate a material fact necessary to make the

statements made, in light of the circumstancesuwtieh such statements were made, not misleaditigrespect to the period covered by this
report;

3. Based on my knowledge, the financial statememt3 other financial information included in théport, fairly present in all material respects the
financial condition, results of operations and ctigivs of the registrant as of, and for, the pesipdesented in this report;

4. The registrant’s other certifying officer(s)dainare responsible for establishing and maintgmiisclosure controls and procedures (as defined in

Exchange Act Rules 13a-15(e) and 15d-15(e)) ardriat control over financial reporting (as definedExchange Act Rules 13a-15(f) and 184l))
for the registrant and have:

a. Designed such disclosure controls and procedareaused such disclosure controls and procedoitee designed under our supervision,
to ensure that material information relating to ithgistrant, including its consolidated subsidigrie made known to us by others within
those entities, particularly during the period ihieh this report is being prepared;

b. Designed such internal control over finanoggdarting, or caused such internal control overrfaial reporting to be designed under our

supervision, to provide reasonable assurance rieggitie reliability of financial reporting and tipeeparation of financial statements for
external purposes in accordance with generallygedeaccounting principles;

c. Evaluated the effectiveness of the registratisslosure controls and procedures and presentisi report our conclusions about the
effectiveness of the disclosure controls and proees] as of the end of the period covered by #psnt based on such evaluation; and

d. Disclosed in this report any change in thestegint's internal control over financial reportitigit occurred during the registrant’s most
recent fiscal quarter (the registrant’s fourth disguarter in the case of an annual report) thamnmaterially affected, or is reasonably likely
to materially affect, the registrant’s internal tohover financial reporting; and

5. The registrant’s other certifying officer(s)dainhave disclosed, based on our most recent ev@tuaf internal control over financial reporting, the
registrant’s auditors and the audit committee efrégistrant’s board of directors (or persons perfiog the equivalent functions):

a. All significant deficiencies and material weakges in the design or operation of internal cootrer financial reporting which are
reasonably likely to adversely affect the registeaability to record, process, summarize and refioancial information; and

b. Any fraud, whether or not material, that innadvmanagement or other employees who have a saymiifiole in the registrant’s internal
control over financial reporting.

May 12, 2014 Is/ Charles H. Murphy
Charles H. Murphy

Executive Vice President and
Chief Financial Officer



Exhibit 32.1
CERTIFICATION OF CHIEF EXECUTIVE OFFICER AND CHIEF  FINANCIAL OFFICER
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSANT TO SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
I, Andres Reiner, certify pursuant to 18 U.S.C.tleec1350, as adopted pursuant to Section 906eo8trbanes-Oxley Act of 2002, that the quarterhpreof
PROS Holdings, Inc., on Form 10-Q for the periodehMarch 31, 2014 fully complies with the requiemts of Section 13(a) or 15(d), as applicablehef t
Securities Exchange Act of 1934 and the informagiontained in such Form 10-Q fairly presents, imredterial respects, the financial condition arsuits of
operations of PROS Holdings, Inc.

May 12, 2014 /sl Andres Reiner
Andres Reiner
President and Chief Executive Officer

I, Charles H. Murphy, certify pursuant to 18 U.SSection 1350, as adopted pursuant to Section B Garbanes-Oxley Act of 2002, that the quarterl
report of PROS Holdings, Inc., on Form Q0for the period ended March 31, 2014 fully conpliéth the requirements of Section 13(a) or 15§d)applicable
of the Securities Exchange Act of 1934 and therinfdion contained in such Form 10-Q fairly preseintsll material respects, the financial conditand
results of operations of PROS Holdings, Inc.

May 12, 2014 /s/ Charles H. Murphy
Charles H. Murphy
Executive Vice President and Chief Financial Office

A signed original of this written statement reqditey Section 906 of the Sarbanes-Oxley Act of 2882 been provided to PROS Holdings, Inc. and will b
retained by PROS Holdings, Inc. and furnished &Skcurities and Exchange Commission or its spfhuequest. This certification “accompanies” tenfr
10-Q to which it relates, is not deemed filed wiik Securities and Exchange Commission and isorfoé incorporated by reference into any filinghof t
Company under the Securities Act of 1933, as angralghe Securities Exchange Act of 1934, as ae@ifdhether made before or after the date of thmFo
10-Q), irrespective of any general incorporatiamiaage contained in such filing.



