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This alert compares the language used in the company’s latest filing with the period before.
Research suggests changes in language, particularly in the risk factor section, are powerful
indicators of future performance. Companies that change filing language and structure
underperform those that don’t by 30-50 basis points per month for the following year.

New Language Hints at Potential Weakness in Coupa’s
Customers
Coupa Software (COUP), a global business spend management (BSM) platform, made a small
but potentially important change to the language it uses when describing the number of
customers that pay for services upfront.

In its latest 10-Q (Ended 7/31/2020) Coupa disclosed:“Substantially all of our customers pay
annually, one year in advance.” But this quarter (Ending 10/31/2020) the company tweaked its
language to read: “The large majority of our customers pay annually, one year in advance.”

The change is subtle but intentional. It signals the possibility that fewer customers— possibly in
industries hit hardest by COVID restrictions—  are able to pay in advance.

Coupa’s FX Risk Doubles
Last year Coupa discosed that without hedging, “...a 10% change in the value of the U.S. dollar
would result in an approximate $3.0 million and $3.3 million impact on our net losses…”.

This year, as the company expands internationally, it updated the disclosure to read: “...a 10%
foreign currency exchange rate change was applied to total monetary assets and liabilities
denominated in currencies other than the functional currency at the balance sheet dates, it
would have resulted in an adverse effect on our net losses of approximately $6.5 million and
$6.3 million…”.
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Deferred Revenue Less Certain
The company added language this year that suggests Coupa may be or is considering
amending customer contracts due to the pandemic:

“We expect remaining performance obligations to fluctuate up or down from period to
period for several possible reasons, including amounts, timing, and duration of customer
contracts (including changes that we may see to customer contracts as a result of
the COVID-19 pandemic),”


