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eGAIN COMMUNICATIONS
CORPORATION
1252 Borregas Avenue
Sunnyvale, CA 94089
(408) 636-4500

October 15, 2012
Dear Stockholder:

You are cordially invited to attend the Annual Meeting of Stockholders of eGain Communications
Corporation that will be held on November 9, 2012, at 4:00 P.M., Pacific Time, at 1252 Borregas Avenue,
Sunnyvale, California 94089.

The formal notice of the Annual Meeting and the Proxy Statement has been made a part of this invitation.

After reading the Proxy Statement, please mark, date, sign and return, at an early date, the enclosed proxy in
the enclosed prepaid envelope, to ensure that your shares will be represented. YOUR SHARES MAY NOT BE
VOTED WITH RESPECT TO EACH OF THE PROPOSALS UNLESS YOU SIGN, DATE AND RETURN
THE ENCLOSED PROXY OR ATTEND THE ANNUAL MEETING IN PERSON.

A copy of eGain’s 2012 Annual Report to Stockholders on Form 10-K is also enclosed.

The Board of Directors and management look forward ta seeing you at the meeting.

Sincerely yours,

W‘?

Ashutosh Roy
Chief Executive Officer



eGAIN COMMUNICATIONS CORPORATION

Notice of Annual Meeting of Stockholders
to be held November 9, 2012

To the Stockholders of eGain Communications Corporation:

The Annual Meeting of Stockholders of eGain Communications Corporation or eGain, a Delaware
corporation will be held at 1252 Borregas Avenue, Sunnyvale, California 94089, on November 9, 2012, at
4:00 P.M., Pacific Time, for the following purposes:

1. to elect directors to serve until the 2013 Annual Meeting of Stockholders and thereafter until their
successors are elected and qualified,

2. to approve an amendment to the Amended and Restated Certificate of Incorporation to change the
name of the Company to “eGain Corporation”;

3. to ratify the appointment of Burr Pilger Mayer, Inc., as eGain’s independent registered public
accounting firm; and

4. to transact such other business as may properly come before the Annual Meeting and any adjournment
of the Annual Meeting.

Stockholders of record as of the close of business on September 21, 2012 are entitled to notice of and to vote
at the Annual Meeting and any adjournment thereof. A complete list of stockholders entitled to vote at the
Annual Meeting will be available at eGain’s offices, 1252 Borregas Avenue, Sunnyvale, California 94089, ten
days prior to the meeting.

It is important that your shares are represented at this meeting. Even if you plan to attend the
meeting, we hope that you will promptly mark, sign, date and return the enclosed proxy. This will not limit
your right to attend or vote at the meeting,

By Order of the Board of Directors,

e JEL

Stanley F. Pierson
Secretary

Sunnyvale, California
October 15, 2012

Important Notice Regarding the Availability of Proxy Materials
for the Annual Meeting of Stockholders to be held on November 9, 2012,

The Proxy Statement for our Annual Meeting and our 2012 Annual Report are available on our website at
http://www.egain.com.




e¢GAIN COMMUNICATIONS CORPORATION
1252 Borregas Avenue,
Sunnyvale, California 94089

PROXY STATEMENT

This Proxy Statement is furnished in connection with the solicitation by the Board of Directors of eGain
Communications Corporation, a Delaware corporation, referred to as eGain or the Company, of proxies in the
accompanying form to be used at the Annual Meeting of Stockholders of eGain, or the Annual Meeting, to be
held at 1252 Borregas Avenue, Sunnyvale, California 94089, on November 9, 2012, at 4:00 P.M., Pacific Time,
and any postponement or adjournment thereof. The shares represented by the proxies received in response to this
solicitation and not properly revoked will be voted at the Annual Meeting in accordance with the instructions
therein. A stockholder who has given a proxy may revoke it at any time before it is exercised by filing with the
Secretary of eGain a written revocation or a duly executed proxy bearing a later date or by voting in person at the
Annual Meeting. On the matters coming before the Annual Meeting for which a choice has been specified by a
stockholder by means of the ballot on the proxy, the shares will be voted accordingly. If no choice is specified,
the shares will be voted “FOR” the proposal referred to in Item 1 in the Notice of Annual Meeting and described
in this Proxy Statement regarding the election of the five nominees for director listed in this Proxy Statement,
and “FOR?” approval of the proposal referred to in Item 2 in the Notice of Annual Meeting and described in this
Proxy Statement regarding the approval to change the name of the Company to “eGain Corporation,” and
“FOR” approval of the proposal referred to in Item 3 in the Notice of Annual Meeting and described in this
Proxy Statement regarding ratifying the appointment of Burr Pilger Mayer, Inc., as eGain’s independent
registered public accounting firm.

Stockholders of record at the close of business on September 21, 2012, or the Record Date, are entitled to
vote at the Annual Meeting. As of the close of business on that date, eGain had 24,568,513 shares of Common
Stock, $0.001 par value, or the Common Stock, outstanding. The presence in person or by proxy of the holders of
a majority of eGain’s outstanding shares of Common Stock constitutes a quorum for the transaction of business
at the Annual Meeting. Each holder of Common Stock is entitled to one vote for each share held as of the Record
Date.

Directors are elected by a plurality vote. The five nominees for director who receive the most votes cast in
their favor will be elected to serve as a director. Other proposals submitted for stockholder approval at the
Annual Meeting will be decided by the affirmative vote of the majority of the shares present in person or
represented by proxy at the Annual Meeting and entitled to vote on such proposal. Abstentions with respect to
any proposal are treated as shares present or represented and entitled to vote on that proposal and thus have the
same effect as negative votes. If a broker which is the record holder of shares indicates on a proxy that it does not
have discretionary authority to vote on a particular proposal as to such shares, or if shares are not voted in other
circumstances in which proxy authority is defective or has been withheld with respect to a particular proposal,
these non-voted shares will be counted for quorum purposes but are not deemed to be present or represented for
purposes of determining whether stockholder approval of that proposal has been obtained.

The expense of printing, mailing proxy materials and solicitation of proxies will be borne by eGain. eGain
will reimburse brokerage firms and others for their reasonable expenses in forwarding solicitation materials to
beneficial owners of eGain’s Common Stock. No additional compensation will be paid to such persons for such
solicitation.

This Proxy Statement, the accompanying form of proxy and the Annual Report to Stockholders on
Form 10-K for the fiscal year ended June 30, 2012, or the 2012 Annual Report, including financial statements,
are being mailed to stockholders on or about October 17, 2012.
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IMPORTANT

Please mark, sign and date the enclosed proxy and return it at your earliest convenience in the
enclosed postage-paid return envelope so that, whether you intend to be present at the Annual Meeting or
not, your shares can be voted. This will not limit your rights to attend or vote at the Annual Meeting.



PROPOSAL 1
ELECTION OF DIRECTORS

Nominees

Our Board of Directors proposes the election of five directors of eGain to serve until the 2013 Annual
Meeting of Stockholders and thereafter until their successors are elected and qualified. If any nominee is unable
or declines to serve as a director at the time of the Annual Meeting, an event not now anticipated, proxies will be
voted for any nominee designated by our Board of Directors to fill the vacancy.

Names of the nominees and certain biographical information about them are set forth below:

Ashutosh Roy, age 46, co-founded eGain and has served as Chief Executive Officer and a Director of eGain
since September 1997 and as President and Chief Executive Officer since October 1, 2003. From May 1995
through April 1997, Mr. Roy served as Chairman of WhoWhere? Inc., an Internet-services company co-founded
by Mr. Roy. From June 1994 to April 1995, Mr. Roy co-founded Parsec Technologies, a call center company
based in New Delhi, India. From August 1988 to August 1992, Mr. Roy worked as a software engineer at Digital
Equipment Corporation. Mr. Roy holds a B.S. in Computer Science from the Indian Institute of Technology,
New Delhi, a Master’s degree in Computer Science from Johns Hopkins University and a M.B.A. from Stanford
University. Mr. Roy’s qualifications to serve on our Board of Directors include his industry experience and deep
knowledge of eGain from his position as a founder of our Company and as our Chief Executive Officer for over
14 years.

Gunjan Sinha, age 45, co-founded eGain and has served as a Director of eGain since inception in September
1997 and as President of eGain from January 1, 1998 until September 30, 2003. Since October 1, 2003, Mr. Sinha
has served as Chairman of MetricStream Inc., a supplier of software applications for enterprise quality and
compliance management. From May 1995 through April 1997, Mr. Sinha served as President of WhoWhere? Inc.,
an Internet-services company co-founded by Mr. Sinha. Prior to co-founding WhoWhere? Inc., Mr. Sinha was a
hardware developer of multiprocessor servers at Olivetti Advanced Technology Center. In June 1994, Mr. Sinha
co-founded Parsec Technologies, Inc. Mr. Sinha holds a degree in Computer Science from the Indian Institute of
Technology, New Delhi, a Master’s degree in Computer Science from the University of California, Santa Cruz, and
a Master’s degree in Engineering Management from Stanford University. Mr. Sinha’s qualifications to serve on our
Board of Directors include his industry and technical experience and deep knowledge of the Company gained from
his position as a founder of our Company and as a former officer of the Company.

Mark A. Wolfson, age 60, has served as a Director of eGain since June 1998. Dr. Wolfson has served as a
Managing Partner of Oak Hill Capital Management, Inc. (OHCM), a private equity firm, from 1998 to 2010, and
now serves as a Senior Advisor to OHCM. He has also served as Founding Managing Partner of Oak Hill
Investments Management, L.P., an investment manager, since 1998. Since 2001, Dr. Wolfson has held the title of
Consulting Professor at the Stanford University Graduate School of Business, where he has been a faculty
member since 1977, including a three-year term as Associate Dean, and formerly held the title of Dean Witter
Professor. Dr. Wolfson serves on the board of directors of Accretive Health, Inc. and Financial Engines, Inc.
Dr. Wolfson holds a Ph.D. from the University of Texas, Austin and a B.S. and Master’s degree from the
University of Illinois. Mr. Wolfson’s qualifications to serve on our Board of Directors include his extensive
experience with technology companies in an investor capacity as well as his financial and accounting expertise.

David S. Scott, age 33, has served as a Director of eGain since November 2009. Mr. Scott is a Principal of
Oak Hill Capital Management, Inc., a private equity firm. Prior to joining HCM in 2002, Mr. Scott worked at The
Blackstone Group in their Mergers & Acquisitions Group from 2000 to 2002. He also serves on the Board of
Directors of Ability Resources, Inc, Intermedia.net, Inc. and the Regional Council for the National Parks
Conservation Association (Pacific Region). Mr. Scott holds a B.A. and a B.S. from the University of
Pennsylvania. Mr. Scott’s qualifications to serve on our Board of Directors include his experience with
technology companies in an investor capacity.



Phiroz P. Darukhanavala, age 64, has served as a member of eGain’s Board of Directors since September
2000. Dr. Darukhanavala has served in various capacities with BP Amoco p.l.c. and The British Petroleum
Company since 1975, most recently as Vice President and Chief Technology Officer for Group Digital business.
Before assuming his current position, Dr. Darukhanavala was Director of Global IT Services for the BP Group
responsible for the rollout of the Common Operating Environment project worldwide and IT Functional Chief for
BP-Exploration. Dr. Darukhanavala has also served as CIO of BP-Alaska and Director of BP-Exploration
Business Systems. Dr. Darukhanavala holds a Ph.D. and M.S. degrees in Operations Research from Case
Western Reserve University in Cleveland, Ohio. Dr. Darukhanavala’s qualifications to serve on our Board of
Directors include his deep business, technical and financial expertise.

Director Independence

Our Board of Directors has determined that, except for Mr. Roy, each individual who currently serves as a
member of our Board of Directors is an “independent director” within the meaning of the rules of The NASDAQ
Stock Market and the Securities and Exchange Commission. Mr. Roy is not considered independent as he is
employed by eGain as its Chief Executive Officer.

Board Leadership

The Board of Directors does not have a policy regarding the separation of the roles of Chief Executive
Officer and Chairman of the Board, as the Board of Directors believes it is in the best interests of eGain and its
stockholders to evaluate such roles from time to time based on the composition of the Board of Directors and on
the input from our independent directors. The Board of Directors has determined that having eGain’s Chief
Executive Officer serve as Chairman is in the best interests of the Company’s stockholders at this time. This
structure makes the best use of the Chief Executive Officer’s extensive knowledge of the Company and its
industry, as well as fosters greater communication between the Company’s management and the Board of
Directors.

The Board of Directors has chosen not to appoint a lead independent director at this time in view of the
active roles assumed by the independent directors.

Board of Directors - Risk Oversight

Companies, including eGain, face a variety of risks, including credit risk, liquidity risk, currency exchange
risk and operational risk. For a detailed discussion of these risks, we encourage you to review our 2012 Annual
Report. Our Board of Directors believes an effective risk management system will timely identify the material
risks that eGain faces and communicate necessary information with respect to material risks to senior executives.
As appropriate, our Board of Directors or its relevant committees have in the past and will in the future
implement risk management strategies consistent with the Company’s risk profile and integrate risk management
into the Company’s decision-making.

Our Board of Directors retains the ultimate oversight over the Company’s risk management. Our Audit
Committee takes an active role in overseeing Company-wide risk management and discusses risk management
processes with our Board of Directors. The Compensation Committee also oversees the Company’s
compensation policies and practices to ensure that the Company’s compensation policies and practices do not
motivate imprudent risk taking. In addition, our Board of Directors encourages management to promote a
corporate culture that incorporates risk management into the Company’s corporate strategy and day-to-day
business operations. Our Board of Directors, with the input of the Company’s executive officers, assesses likely
areas of future risk for the Company on an on-going basis.

Board Meetings and Committees

Our Board of Directors held nine meetings during fiscal year 2012. Each director, with the exception of
Dr. Darukhanavala, attended or participated in 75% or more of the meetings of our Board of Directors and of the
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committees on which such directors serve. Ashutosh Roy attended the 2011 annual meeting of stockholders.
While we do not have a formal policy on attendance at the Annual Meeting, eGain encourages each of the
members of its Board of Directors to attend the Company’s Annual Meeting of Shareholders.

Our Board of Directors has appointed a Compensation Committee, a Stock Option Committee, a
Nominating and Corporate Governance Committee and an Audit Committee.

The members of the Compensation Committee are independent directors Phiroz P. Darukhanavala, David S.
Scott, and Mark A. Wolfson. The Compensation Committee held one meeting during fiscal year 2012. The
Compensation Committee’s functions are to assist in the implementation of, and provide recommendations with
respect to, general and specific compensation policies and practices of eGain. The Compensation Committee
operates under the Compensation Committee Charter adopted by our Board of Directors. The charter is available
at the Company’s website at http://www.egain.com/docs/corporate/egain_compensation_charter.pdf.

The members of the Stock Option Committee are Ashutosh Roy and Dr. Wolfson. The Stock Option
Committee held one meeting in fiscal year 2012. The Stock Option Committee’s functions are to grant options to
eGain’s employees and other service providers, consistent with eGain’s compensation policies and practices.

The members of the Nominating and Corporate Governance Committee are independent directors
Dr. Darukhanavala, Gunjan Sinha, and Dr. Wolfson. The Nominating and Corporate Governance Committee held
one meeting during fiscal year 2012. The Nominating and Corporate Governance Committee’s primary functions
are to seek and recommend to our Board of Directors qualified candidates for election to our Board of Directors
and to oversee matters of corporate governance, including the evaluation of our Board of Directors’ performance
and processes, and assignment and rotation of members of the committees established by the Board of Directors.
The Nominating and Corporate Governance Committee operates under the Nominating and Corporate
Governance Committee Charter adopted by our Board of Directors. The charter is available at the Company’s
website at http://www.egain.com/docs/corporate/egain_nominating_governance_charter.pdf.

The members of the Audit Committee are independent directors Mr. Scott, Mr. Sinha and, Dr. Wolfson.
Dr. Wolfson is the Audit Committee financial expert, as defined by the Securities and Exchange Commission, on
the Audit Committee. The Audit Committee held four meetings during fiscal year 2012. The Audit Committee’s
functions are to review the scope of the annual audit, monitor the independent registered public accounting firm’s
relationship with eGain, advise and assist the Board of Directors in evaluating the independent registered public
accounting firm’s examination, supervise eGain’s financial and accounting organization and financial reporting,
and nominate, for approval of the Board of Directors, the independent registered public accounting firm whose
duty it is to audit the financial statements of eGain for the fiscal year for which it is appointed. The Audit
Committee operates under the Audit Committee Charter adopted by our Board of Directors. The charter is
available at the Company’s website at http://www.egain.com/docs/corporate/egain_audit_charter.pdf.

Stockholder Communications with the Board of Directors

If you wish to communicate with the Board of Directors, you may send your communications in writing to:
Secretary, eGain Communications Corporation, 1252 Borregas Avenue, Sunnyvale, California 94089. You must
include your name and address in the written communication and indicate whether or not you are a stockholder
of the Company. The Secretary will review any communications received from a stockholder, and all material
communications from stockholders will be forwarded to the appropriate director or directors or committee of the
Board based on the subject matter.

Code of Ethics

Our Board of Directors approved a code of ethics applicable to the Board of Directors, senior management
including financial officers, and all other employees. The Code of Ethics and Business Conduct, or Code of
Ethics, includes standards intended to deter wrongdoing and promote honest and ethical conduct, including the
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ethical handling of actual or apparent conflicts of interest between personal and professional relationships; full,
fair, accurate, timely and understandable disclosure in reports filed with the Securities and Exchange
Commission; compliance with laws; prompt internal reporting of violations of the Code of Ethics; and
accountability for the adherence to the Code of Ethics. The Code of Ethics is available on the Company’s website
at http://www.egain.com/about_us/investors.asp. Copies of the Code of Ethics are also available in print upon
written request to Secretary, eGain Communications Corporation, 1252 Borregas Avenue, Sunnyvale, California
94089.

Director Qualifications

The Nominating and Corporate Governance Committee periodically reviews with our Board of Directors the
appropriate skills and characteristics required of Board members given the current composition of the Board of
Directors. Although we have no formal diversity policy for members of our Board of Directors, the Board of
Directors and the Nominating and Corporate Governance Committee believe that our Board of Directors should
be comprised of individuals who have a diversity of backgrounds, leadership qualities, a record of success in
their arena of activity and who can make substantial contributions to the operations of the Board of Directors.
The assessment of Board candidates includes, but is not limited to, consideration of relevant industry experience,
relevant financial experience, general business experience and compliance with independence and other
qualifications necessary to comply with any applicable corporate and securities laws and the rules and
regulations thereunder. Specific consideration shall also be given to: contributions valuable to the business
community; personal qualities of leadership, character, and judgment whether the candidate possesses and
maintains throughout his or her service on the Board, a reputation in the community at large, of integrity,
competence and adherence to the highest ethical standards; relevant knowledge and diversity of background and
experience in such things as business, software development, manufacturing, technology, finance and accounting,
marketing, international business, government and the like; or whether the candidate is free of conflicts and has
the time required for preparation, participation and attendance at all meetings. Other than the foregoing, there are
no stated minimum criteria for director nominees. The Nominating and Corporate Governance Committee does,
however, believe it is appropriate for at least one, and preferably multiple, members of the Board to meet the
criteria for an “audit committee financial expert” as defined by Securities and Exchange Commission rules, and
that a majority of the members of the Board meet the definition of “independent director” under the rules of The
NASDAQ Stock Market. The Nominating and Corporate Governance Committee also believes it is appropriate
for certain members of management to serve on the Board of Directors. When evaluating a candidate for the
Board of Directors, the Nominating and Corporate Governance Committee does not assign specific weight to any
of these factors nor does it believe that all of the criteria necessarily apply to every candidate. A director’s
qualifications in light of the above-mentioned criteria are considered at least each time the director is nominated
or re-nominated for Board membership.

Identifying and Evaluating Director Nominees

The Nominating and Corporate Governance Committee considers candidates for Board membership
suggested by Board members and management of eGain. The Nominating and Corporate Governance Committee
will consider persons recommended by eGain’s stockholders in the same manner as a nominee recommended by
Board members or management. A stockholder who wishes to suggest a prospective nominee for the Board
should notify eGain’s Secretary or any member of the Nominating and Corporate Governance Committee in
writing with any supporting material the stockholder considers appropriate. After completing the evaluation and
review, the Nominating and Corporate Governance Committee makes a recommendation to our full Board of
Directors as to the person who should be nominated to the Board of Directors, and our Board of Directors
considers the nominee after evaluating the recommendation and report of the Nominating and Corporate
Governance Committee. Each director candidate recommended for election at this year’s Annual Meeting is an
existing director, seeking re-election to the Board of Directors.

In addition, our Bylaws contain provisions that address the process by which a stockholder may nominate an
individual to stand for election to our Board of Directors at our annual meeting of stockholders. In order to
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nominate a candidate for director, a stockholder must give timely notice in writing to Secretary and otherwise
comply with the provisions of our Bylaws. To be timely, our Bylaws provide that we must have received the
stockholder’s notice not less than 120 days prior to any meeting called for the election of Directors; however, if
we have not given 100 days’ notice, we must have received the stockholder’s notice not later than the close of
business on the 7th day following the day on which notice was given. Information required by the Bylaws to be
in the notice includes (a) the name, age, business address and, if known, residence address of each nominee
proposed in such notice, (b) the principal occupation or employment of each such nominee, (c) the number of
shares of our common stock which are beneficially owned by each such nominee and by the nominating
stockholder, and (d) any other information concerning the nominee that must be disclosed of nominees in proxy
solicitations regulated by Regulation 14A of the Securities Exchange Act of 1934, as amended.

Stockholder nominations must be made in accordance with the procedures outlined in, and include the
information required by, our Bylaws and must be addressed to: Secretary, eGain Communications Corporation,
1252 Borregas Avenue, Sunnyvale, California 94089. You can obtain a copy of our Bylaws by writing to the
Secretary at this address.

Compensation of Directors

Directors of eGain do not currently receive any fees for service on the Board of Directors. Directors are
reimbursed for their expenses for each meeting attended. Each non-employee director will receive, if elected or
re-elected as a director at the Annual Meeting, an option to purchase 500 shares of Common Stock at an exercise
price equal to the fair market value of the Common Stock on the date of grant. Such options will vest on the first
anniversary of the grant and are nonqualified stock options.

The following table details the compensation paid to non-employee directors for fiscal year 2012:

Option
Name (1) Awards ($) (2) Total ($)
Gumjan Sinha . .. ... e 1,121 1,121
Mark A, WOl S0n ..o e 1,121 1,121
David S. Scott . .... e e e e e e e 1,121 1,121
Phiroz P. Darukhanavala . . ....... .. i i i e 19,030 19,030

(1) Mr. Roy, eGain’s Chief Executive Officer and Chairman of the Board, is not included in the table as he is an
employee of eGain and received no compensation for his services as Chairman of the Board. The
compensation received by Mr. Roy is shown in the Summary Compensation Table on page 17.

(2) Amounts reported represent the compensation recognized for financial reporting purposes for the fiscal year
2012, in accordance with Financial Accounting Standards Board, or FASB, Accounting Standards
Codification, or ASC 718, Compensation—Stock Compensation, excluding forfeitures, utilizing the
assumptions discussed in Note 6 to our consolidated financial statements in our 2012 Annual Report.



The following table provides information on the outstanding option awards for each of the non-employee
directors as of June 30, 2012:

Number of Options ) Option Expiration
Name Unexercised (#) Option Grant Price ($) Date
GunjanSinha ........... ... .. ... o i, 1,000 240 12/08/2013
500 1.25 12/15/2014
500 0.80 12/08/2015
1,000 0.85 06/09/2018
1,000 1.05 01/08/2020
500 1.15 11/12/2020
_ 500 . 5.55 11/11/2021
Total ... ..ot e e 5,000
Mark A. Wolfson ................ ... .. on... 1,000 2.40 12/08/2013
500 1.25 12/15/2014
500 0.80 12/08/2015
1,000 0.85 06/09/2018
1,000 1.05 01/08/2020
500 1.15 11/12/2020
500 5.55 11/11/2021
Total ... ... e 5,000
DavidS.Scott ... ... 500 1.05 01/08/2020
500 1.15 11/12/2020
500 5.55 11/11/2021
Total ... .. ... . 1,500
Phrioz P. Darukhanavala ....................... 1,000 2.40 12/08/2013
500 1.25 12/15/2014
500 0.80 12/08/2015
1,000 0.85 06/09/2018
1,000 1.05 01/08/2020
500 1.15 11/12/2020
50,000 1.50 02/03/2021
500 5.55 11/11/2021
Total ... 55,000

Compensation Committee Interlocks and Insider Participation

Messrs. Darukhanavala, Scott and Wolfson, all of whom are non-employee directors, serve as members of
the Compensation Committee. None of eGain’s executive officers serves as a member of the Board of Directors
or Compensation Committee of any entity that has one or more of its executive officers serving as a member of
eGain’s Board of Directors or Compensation Committee.

Our Board of Directors recommends a vote “FOR?” election as director of each of the nominees set
forth above.



SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth information concerning the beneficial ownership of Common Stock of eGain
as of September 21, 2012 for the following:

® cach person or entity who is known by eGain to own beneficially more than 5% of the outstanding
shares of Common Stock;

® each of eGain’s current directors and executive officers as a group; and

® ¢cGain’s Chief Executive Officer, the Chief Financial Officer, and three other most highly compensated
executive officers during fiscal year 2012.

Unless otherwise noted, the address of each named beneficial owner is that of eGain.

The percentage ownership is based on 24,568,513, shares of eGain Common Stock outstanding as of
September 21, 2012. In computing the number of shares beneficially owned by a person and the percentage
ownership of that person, we deemed outstanding shares of Common Stock subject to options and warrants held
by that person (and only that person) that are currently exercisable or exercisable within sixty (60) days after
September 21, 2012. Unless otherwise indicated below, the persons and entities named in the table have sole
voting and sole investment power with respect to all shares beneficially owned, subject to community property
laws where applicable. In addition to our Chief Executive Officer and Chief Financial Officer, we had only two
named executive officers during fiscal year 2012, as defined in our executive officers section on page 11.

Percentage of
Amount and Nature of Common Stock
Name and Address of Beneficial Owner Beneficial Ownership  Beneficially Owned

Certain Beneficial Owners:

Oakhill Capital Funds (1) ........ .. e 5,346,129 21.8
201 Main Street, Suite 1018
Ft. Worth, TX 76102

FWinvestors V,LP. (2) ... .. i e e een 1,921,718 7.8
201 Main Street, Suite 3100
Ft. Worth, TX 76102

Named Executive Officers and Directors:

Ashutosh ROy (3) ... ..o 8,553,508 34.6
Gunjan Sinha (4) . ... .. .. e 1,119,543 4.6
Promod Narang (5) ... e 357,065 1.4
Eric Smit (6) ... e e e 279,447 1.1
Thomas Hresko (7) ... oo i 159,375 *
CharlesJepson (8) . ... .o i e 58,333 *
Phiroz P. Darukhanavala (9) ............ ... .. .. 26,875 *
Mark A. Wolfson (10) . ... i e 21,166 *
David S. Scott (11) ... i e 1,500 *
All executive officers and directors as a group: (9 persons) (12) .... 10,576,812 41.9

* Indicates less than one percent.

(1) Includes 5,212,475 shares held by Oak Hill Capital Partners, L..P., and 133,654 shares held by Oak Hill
Capital Management Partners, LP. OHCP MGP, LLC, a Delaware limited liability company, holds voting
and dispositive power over these shares and disclaims beneficial interest except to the extent of its pecuniary
interest therein. Dr. Wolfson, one of our directors, is one of eight members of OHCP MGP, LLC.

(2) FW Investors L.P. holds voting and dispositive power over these shares.

(3) Includes 147,917 shares subject to options exercisable within 60 days of September 21, 2012.

(4) Includes 5,000 shares subject to options exercisable within 60 days of September 21, 2012.

9



(5) Includes 184,040 shares subject to options exercisable within 60 days of September 21, 2012.

(6) Includes 123,750 shares subject to options exercisable within 60 days of September 21, 2012.

(7) Includes 121,339 shares subject to options exercisable within 60 days of September 21, 2012. Mr. Hresko
ceased to be an employee of the Company effective September 30, 2012.

(8) Includes 43,183 shares subject to options exercisable within 60 days of September 21, 2012.

(9) Consists of 26,875 shares subject to options exercisable within 60 days of September 21, 2012.

(10) Includes 5,000 shares subject to options exercisable within 60 days of September 21, 2012. Dr. Wolfson,
one of our directors, is a managing partner of Oak Hill Capital Management, Inc., a Delaware corporation
which provides managing and consulting services to Oak Hill Capital Partners, L.P. and Oak Hill Capital
Management Partners, L.P. Dr. Wolfson disclaims beneficial ownership as to the shares owned by the Oak
Hill Capital Funds.

(11) Consists of 1,500 shares subject to options exercisable within 60 days of September 21, 2012.

(12) Includes an aggregate of 658,604 shares subject to options exercisable within 60 days of September 21,
2012.

Section 16(a) Beneficial Ownership Reporting Compliance

Under the securities laws of the United States, eGain’s directors, executive officers and any persons holding
more than 10% of eGain’s Common Stock are required to report their initial ownership of eGain’s Common
Stock and any subsequent changes in that ownership to the Securities and Exchange Commission. Specific due
dates for these reports have been established and eGain is required to identify in this Proxy Statement those
persons who failed to timely file these reports. To the Company’s knowledge, based solely on a review of such
reports furnished to the Company and written representations that no other reports were required during the fiscal
year ended June 30, 2012, all Section 16(a) filing requirements applicable to its officers and directors were met in
a timely manner.
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EXECUTIVE COMPENSATION

Executive Officers

The following table sets forth information regarding eGain’s executive officers as of June 30, 2012:

Name éE Position
AshutoshRoy .................. 46 Chief Executive Officer, President and Chairman
EricSmit ...................... 50 Chief Financial Officer

Promod Narang ................. 54  Senior Vice President of Products and Engineering
Thomas Hresko ................. 62  Senior Vice President of Worldwide Sales

Charles Jepson ................. 66  Senior Vice President of Business Development

Ashutosh Roy co-founded eGain and has served as Chief Executive Officer and a Director of eGain since
September 1997 and President since October 2003. From May 1995 through April 1997, Mr. Roy served as
Chairman of WhoWhere? Inc., an Internet-service company co-founded by Mr. Roy. From June 1994 to April
1995, Mr. Roy co-founded Parsec Technologies, a call center company based in New Delhi, India. From August
1988, to August 1992, Mr. Roy worked as a Software Engineer at Digital Equipment Corporation. Mr. Roy holds
a B.S. in Computer Science from the Indian Institute of Technology, New Delhi, a Master’s degree in Computer
Science from Johns Hopkins University and a M.B.A. from Stanford University.

Eric Smit has served as Chief Financial Officer since August 2002. From April 2001 to July 2002, Mr. Smit
served as Vice President, Operations of eGain. From June 1999 to April 2001, Mr. Smit served as Vice President,
Finance and Administration of eGain. From June 1998 to June 1999, Mr. Smit served as Director of Finance of
eGain. From December 1996 to May 1998, Mr. Smit served as Director of Finance for WhoWhere? Inc., an
Internet services company. From April 1993 to November 1996, Mr. Smit served as Vice President of Operations
and Chief Financial Officer of Velocity Incorporated, a software game developer and publishing company.
Mr. Smit holds a Bachelor of Commerce in Accounting from Rhodes University, South Africa.

Promod Narang has served as Senior Vice President of Engineering of eGain since March 2000. Mr. Narang
joined eGain in October 1998, and served as Director of Engineering prior to assuming his current position. Prior
to joining eGain, Mr. Narang served as President of VMpro, a system software consulting company from
September 1987 to October 1998. Mr. Narang holds a B.S. in Computer Science from Wayne State University.

Thomas Hresko has served as Senior Vice President of Worldwide Sales since November of 2005. From July
2004 to October 2005, Mr. Hresko served as Vice President, Worldwide Sales for Corrigo Inc., an enterprise
application software company. From April 2002 to October of 2003 Mr. Hresko served as Vice President of
Worldwide Sales at Primus Knowledge Solutions, Inc., a software company specializing in knowledge management
and self-service. From January 1990 to January 2002, he served in sales management positions at Network
Associates, Inc., enterprise software, security and anti-virus software company. In his most recent position at
Network Associates, Inc., he served as Vice President Worldwide Sales for the customer relationship management
software division. Mr. Hresko holds a M.B.A. from Harvard University and a B.B.A. from the University of
Michigan. Thomas Hresko ceased to be an employee of the Company effective September 30, 2012.

Charles Jepson, previously the Senior Vice President of Business Development, was appointed Senior Vice
President of Worldwide Sales and Business Development effective July 19, 2012. Prior to joining eGain,
Mr. Jepson worked as an independent consultant specializing in enterprise software from January 2006 to June
2010. He served as President and Chief Executive Officer of Extended Systems from February 2002 to October
2005, President and Chief Executive Officer of Diligent Software Systems Inc. from July 2001 to January 2002,
Vice President of North American Sales for eGain from June 2000 to July 2001, President and Chief Executive
Officer of Inference Corporation from May 1997 to June 2000; and President and Chief Executive Officer of
Interlink Computer Sciences from March 1992 to May 1997. Mr. Jepson holds a M.B.A from the University of
California, Berkeley and a B.A. from San Jose State University.
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Compensation Discussion and Analysis
Company Philosophy on Compensation

The Compensation Committee of our Board of Directors is responsible for providing oversight and
determining our executive compensation programs. To that end, our Compensation Committee reviews corporate
performance relevant to the compensation of our executive officers and works with management to establish our
executive compensation programs. The general philosophy of our executive compensation program is to:

® encourage creation of stockholder value and achievement of strategic corporate objectives by providing
management with long-term incentives through equity ownership by management;

® provide a competitive total compensation package that enables us to attract and retain, on a long-term
basis, high caliber personnel;

® provide a total compensation opportunity that is competitive with companies in our industry, taking into
account relative company size, performance and geographic location, as well as individual
responsibilities and performance;

provide fair and internally consistent compensation; and

other relevant considerations such as rewarding extraordinary performance.

Our executive compensation program is designed to reward team accomplishments while promoting
individual accountability. The combination of incentives is designed to balance annual operating objectives and
eGain’s earnings’ performance with longer-term stockholder value creation.

Establishing Compensation

Recommendations for executive compensation are made by our Compensation Committee and approved by
the independent members of our Board of Directors. The Compensation Committee may not delegate it’s
authority in these matters to other persons. Our Compensation Committee typically reviews our executive
officers’ compensation, including our named executive officers, on an annual basis. Our Compensation
Committee determines the appropriate levels of compensation to recommend based primarily on:

® competitive benchmarking consistent with our recruiting and retention goals;
® internal consistency and fairness; and

® other relevant considerations such as rewarding extraordinary performance.

To assist in the process of establishing executive compensation, our Compensation Committee reviews
publicly available compensation information from a group of peer companies located in the Silicon Valley. Our
Compensation Committee recommends compensation for our Chief Executive Officer, which was set at $24 per
annum at his request beginning October 2003, as discussed below. With respect to our other named executive
officers, our Compensation Committee reviews compensation that is recommended by our Chief Executive Officer.

Compensation Components

Our executive compensation program generally consists of three primary components: base salary, annual
non-equity incentives and stock option awards. These primary compensation components are described in more
detail below. Executive officers are also eligible to participate in all of our respective local employee benefits
plans, such as medical insurance, life and disability insurance and our 401(k) retirement plan, in each case on the
same basis as other employees.

We view the three primary components of executive compensation as related, but we do not believe that
compensation should be derived entirely from one component, or that significant compensation from one
component should necessarily reduce compensation from other components. Our Compensation Committee has
not adopted a formal or informal policy for allocating compensation between long-term and current
compensation or between cash and non-cash compensation.

12



Base Salary

We provide our named executive officers with a base salary to compensate them for services rendered
during the fiscal year. We establish base salaries for our executives based on the scope of their responsibilities
and experience and take into account competitive market compensation paid by companies in our peer group
commensurate for similar responsibilities and positions. We believe that executive base salaries should be
targeted to be within the range of salaries for similar positions at comparable companies, which is in line with our
compensation philosophy, in order to best attract, retain and motivate our executives. In reviewing compensation
of our peer companies, our Compensation Committee takes into account the annual revenues and market size of
these companies and other relevant factors it deems appropriate. Our Compensation Committee attempts to
establish compensation, particularly base salary, in the same comparable range that our revenues and market size
fall when compared to these peer companies. In some cases, our executive compensation may rise above this
range due to certain circumstances, such as a strong retention need or an extraordinary performance.

We note that the salary for our Chief Executive Officer, Ashutosh Roy, was set at a nominal amount of $24
per annum at his request beginning October 2003. Mr. Roy requested this reduction initially in connection with
our cost reduction initiatives and more recently to assist in our investment efforts. As a significant stockholder, a
substantial portion of Mr. Roy’s personal wealth is tied directly to the performance of eGain’s stock, which
provides direct alignment with stockholder interests.

We attempt to review base salaries annually and adjust base salaries from time to time to ensure that our
compensation programs remain competitive with market levels. On February 9, 2012, the Compensation
Committee of the Board of Directors of the Company approved salary increases for certain of its executive
officers in accordance with the Company’s executive compensation strategy. The salary increases were made
effective as of January 1, 2012.

The base salary for each of our named executive officers in fiscal year 2012 was:

Name Base Salary
AshutoshRoy ........ ... .. i, $ 24
Eric Smit ........ PR PP $220,000
PromodNarang .......... .. ... i $200,000
Thomas Hresko .. ......ccuuiininnnennnnnnnnn.. $165,000
Charles Jepson ... ... $150,000

Annual Non-Equity Incentive Plan Compensation

Currently most eGain employees participate in either a non-equity incentive plan tied primarily to revenue
or bookings metrics or, in the case of sales representatives and managers, a commission plan tied primarily to
revenue and bookings metrics. The plans are designed to provide awards to employees as an incentive to
contribute to eGain’s continued growth.

Amounts paid to our named executive officers pursuant to our non-equity incentive plan are contingent upon
the attainment of certain performance targets established by our Compensation Committee and Board of
Directors and are made in accordance with our executive compensation strategy. For fiscal year 2012,
approximately 30% of the target for each executive officer was tied to company performance and 70% to the
individual performance of the executive officer and his team. The performance targets may include:

® financial metrics, such as new hosting and license bookings, gross or net revenues, operating income,
enterprise value/revenue ratio, cash balances, days sales outstanding and

® Dbusiness operational metrics, such as customer satisfaction, customer retention, operational efficiencies,
product delivery and product quality.
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Amounts paid to our named executive officers pursuant to our commission plan are contingent upon the
attainment of certain sales targets established by our Compensation Committee and Board of Directors and are
made in accordance with our executive compensation strategy. The sales targets include financial metrics such as
license revenue, new hosting bookings and professional services invoiced.

We anticipate that our Chief Executive Officer will present his recommendations for Mr. Smit and
Mr. Narang’s non-equity incentive compensation for fiscal year 2012 to the Compensation Committee for
approval in fiscal year 2013. The non-equity incentive compensation plan awards earned for fiscal year 2012
were $55,639 for Mr. Hresko and $50,744 for Mr. Jepson, related to their commission plans.

Stock Option Awards

We believe the use of stock-based awards for our named executive officers is a strong compensation tool
that encourages officers to act in a manner that leads to long-term company success. We believe this type of
compensation aligns our executive officers’ performance with the interests of our long-term investors by
rewarding our officers through equity appreciation. The stock-based incentive program for the entire Company,
including executive officers, currently consists of stock option grants only, but we may introduce different types
of equity awards or instruments to remain competitive in the compensation we pay our employees.

Our Stock Option Committee approves grants of proposed stock options awards and administers our stock
option plans consistent with the compensation policies and practices as set by our Compensation
Committee. Proposed stock option awards to our executive officers are presented to our entire Board of Directors
for consideration. The stock option committee normally grants options to executive officers upon the hiring of an
executive officer, as part of an annual review, and as special circumstances arise. The exercise price of our stock
option awards is based on the closing price of our Common Stock on the Over-the-Counter Bulletin Board or the
NASDAQ Stock Market LLC, as applicable, on the date such stock option award is approved. Except with
respect to new hire grants, proposals for significant stock option awards to our executive officers are not
considered during our established “blackout period,” which commences 20 days prior to the end of each fiscal
quarter and ends the trading day following the announcement of earnings for such fiscal quarter. Except for such
proposed stock option awards to our executive officers, we intend to grant options in accordance with the
foregoing procedures without regard to the timing of the release of material non-public information, such as an
earnings announcement.

On February 28, 2012, our Board of Directors, taking into account the recommendation of the
Compensation Committee, approved a grant of option to purchase 200,000 shares of eGain’s Common Stock
pursuant to the terms of the Company’s 2005 Management Stock Option Plan to Ashutosh Roy. The shares
subject to an option granted shall vest monthly over 48 months, are exercisable for ten years from the date of
grant, and were granted at an exercise price of $5.28 per share.

Other Supplemental Benefits

In addition to the compensation opportunities we describe above, we also provide our named executive
officers and other employees with benefits, such as medical insurance, life and disability insurance and our
401(k) retirement plan, in each case on the same basis as other employees.

Defined Pension Plan

None of our named executive officers participate in or have account balances in qualified or non-qualified
defined benefit plans sponsored by us. We do not offer such qualified or non-qualified defined benefit plans to
our executives because we believe that such defined benefit plans are not typical for similar companies in both
our industry and geographic region. We may elect to adopt qualified or non-qualified defined benefit plans if our
Compensation Committee and Board of Directors determine that doing so is in our best interests.
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Change of Control Benefits

None of our named executive officers currently have agreements to receive benefits in the event of a change
of control. To date, we have not had a significant reason to offer such benefits. We may elect to provide our
officers and other employees with change of control agreements if our Compensation Committee and Board of
Directors determine that doing so is in our best interests.

Non-qualified Deferred Compensation

None of our named executive officers participate in or have account balances in non-qualified defined
contribution plans or other deferred compensation plans maintained by us. To date, we have not had a significant
reason to offer such non-qualified defined contribution plans or other deferred compensation plans. We may elect
to provide our officers and other employees with non-qualified defined contribution or deferred compensation
benefits if our Compensation Committee and Board of Directors determine that doing so is in our best interests.

Section 162(m) Treatment Regarding Performance-Based Equity Awards

Under Section 162(m) of the Internal Revenue Code of 1986, as amended, we may not receive a federal
income tax deduction for compensation paid to our Chief Executive Officer, Chief Financial Officer or up to
three additional executive officers whose total compensation is required to be reported in our Proxy Statement to
the extent that any of these persons receives more than $1,000,000 in compensation in the taxable year. We
intend to preserve the deductibility of compensation payable to our executives, although deductibility will be
only one of the many factors considered in determining appropriate levels or modes of compensation.
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COMPENSATION COMMITTEE REPORT

The following report of the Compensation Committee does not constitute soliciting material and shall not be
deemed filed or incorporated by reference into any other filing by eGain under the Securities Act of 1933 or the
Securities Exchange Act of 1934.

The Compensation Committee of our Board of Directors has reviewed and discussed the Compensation
Discussion and Analysis with management. Based on this review and discussion, the Compensation Committee
recommended to our Board of Directors that the Compensation Discussion and Analysis be included in this
definitive proxy statement on Schedule 14A for our 2012 annual stockholders meeting, which is incorporated by
reference in our 2012 Annual Report, each as filed with the Securities and Exchange Commission.

Respectfully submitted,
Compensation Committee

Mark A. Wolfson

Phiroz P. Darukhanavala
David S. Scott
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2012 Summary Compensation Table

The following table summarizes information concerning compensation earned by eGain’s Chief Executive

Officer (principal executive officer), Chief Financial Officer and each of eGain’s other two most highly
compensated executive officers whose total annual salary and bonus exceeded $100,000, for services rendered in
all capacities to eGain during the fiscal years ended June 30, 2012 and 2011. These individuals are referred to as
the “named executive officers.”

Option  Non-Equity Incentive

Fiscal Salary Awards Plan Compensation Total

Name and Principal Position Year 6] ¢ $2) )
AshutoshRoy (3) .......... ... ... iiiiiin.., 2012 24 191,476 — 191,500

President, Chief Executive Officer and Chairman 2011 24 37,101 — 37,125
EricSmit ........ ... i 2012 200,000 4,225 — 204,225

Chief Financial Officer 2011 180,000 8,311 53,000 241,311
PromodNarang ........................u... 2012 190,000 5,584 — 195,584

Senior Vice President of Products and Engineering 2011 180,000 11,100 53,000 244,100
Thomas Hresko (4) ................... S 2012 157,500 2,263 55,639 215,402

World Wide Senior Vice President of Sales 2011 150,000 4,452 104,522 258,974
CharlesJepson (5) ..........c.v .. 2012 150,000 14,142 50,744 214,886

World Wide Senior Vice President Sales and

Business Development 2011 150,000 — 30,137 180,137
(1) Amounts reported represent the compensation recognized for financial reporting purposes for fiscal year

2

3)

“
3)

2012, in accordance with ASC 718, Compensation—Stock Compensation, excluding forfeitures, utilizing the
assumptions discussed in Note 8 to our consolidated financial statements in our 2012 Annual Report.
Reflects the amount approved by our Compensation Committee and Board of Directors as cash incentive to
executive officers for fiscal year 2012 based upon satisfaction of the criteria established under our
non-equity incentive plan and commission plan. See “Compensation Components—Annual Non-Equity
Incentive Plan Compensation” for a discussion on our plans in fiscal year 2012. We anticipate that our Chief
Executive Officer will present his recommendations for Mr. Smit and Mr. Narang’s non-equity incentive
compensation for fiscal year 2012 to the Compensation Committee for approval in fiscal year 2013.

In October 2003, at the request of Mr. Roy, the Board of Directors reduced Mr. Roy’s salary to $24 per
annum.

Mr. Hresko ceased to be an employee of the Company effective September 30, 2012.

Mr. Jepson, previously the Senior Vice President of Business Development, was appointed Senior Vice
President of Worldwide Sales and Business Development effective July 19, 2012.
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Outstanding Equity Awards

The following table provides information on the outstanding option awards held by each of our named

executive officers as of June 30, 2012:

Number of = Number of
Securities Securities
Underlying  Underlying
Unexercised Unexercised  Option
Options/ Options/ Exercise Option
Exercisable  Exercisable Price Expiration
Name Grant Date (€3] #) )] Date
AshutoshRoy ....... ... .. ... ... ... 08/20/2009 88,541 72,917 0.74 (2) 08/20/2019
02/28/2012 16,666 183,334 528 () 02/28/2022
Total ...t 105,207 256,251
EricSmit ............ .. ... ... ...... 04/10/2003 750 — 200 (1) 04/10/2013
12/08/2003 10,000 — 240 (3) 12/08/2013
05/27/2005 67,500 — 0.64 (2) 05/27/2015
08/20/2009 39,666 16,334 0.74 (2) 08/20/2019
Total ....... .. ... 117,916 16,334
Promod Narang ....................... 10/22/2002 540 — 1.60 (1) 10/22/2012
04/10/2003 540 — 2.00 (1) 04/10/2013
12/08/2003 35,000 — 240 (3) 12/08/2013
05/27/2005 90,000 — 0.64 (2) 05/27/2015
08/20/2009 51,000 21,000 0.74 (2) 08/20/2019
Total ......... ..., 177,080 21,000
Thomas Hresko ....................... 12/07/2005 125,000 — 0.76 (3) 12/07/2015
08/20/2009 21,250 8,750 0.74 (2) 08/20/2019
Total ........ .o, 146,250 8,750
CharlesJepson ........................ 6/28/2010 50,000 50,000 0.78 (3) 6/28/2020
Total ...........coiiiiiiiiin. 50,000 50,000

(1) Shares vest as to 100% on the date of grant.
(2) Shares vest in equal monthly installments over 4 years.

(3) Shares vest as to 25% of the shares of Common Stock after 12 months and the balance vests in equal

monthly installments over 36 months.
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PROPOSAL 2

APPROVE THE NAME CHANGE OF THE COMPANY
TO “EGAIN CORPORATION”

The Board of Directors, subject to stockholder approval, has approved an amendment to the Company’s
Amended and Restated Certification of Incorporation to change the name of the Company from “eGain
Communications Corporation” to “eGain Corporation.” If approved by the stockholders, the proposed
amendment to the Company’s Amended and Restated Certificate of Incorporation will become effective upon the
filing of a Certificate of Amendment with the Secretary of State of the State of Delaware, which will occur as
soon as reasonably practicable following the Annual Meeting.

Required Vote

The affirmative vote of a majority of the shares present and voting at the meeting in person or by proxy are
needed to change the name of the Company.

Our Board of Directors recommends a vote “FOR” the amendment to the Certificate of Incorporation
to change the name of the Company to “eGain Corporation.”
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PROPOSAL 3
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

Upon the recommendation of the Audit Committee, the Board of Directors has appointed the firm of Burr
Pilger Mayer, Inc., or BPM, as eGain’s independent registered public accounting firm for the fiscal year ending
June 30, 2013, subject to ratification by the stockholders. BPM audited eGain’s financial statements for the fiscal
year ending June 30, 2012. Representatives of BPM are expected to be present at eGain’s Annual Meeting. They
will have an opportunity to make a statement, if they desire to do so, and will be available to respond to
appropriate questions.

Principal Accounting Fees and Services

The aggregate fees for professional services by BPM the Company’s independent registered public
accounting firm in fiscal year 2012 and fiscal year 2011 for these various services to the Company and its
subsidiaries were:

Audit Fees

The aggregate audit fees and expenses billed by BPM for professional services rendered for the audit of the
Company’s annual financial statements, review of financial statements included in the Company’s quarterly
reports on Form 10-Q and services that were provided in connection with statutory and regulatory filings or
engagements were approximately $479,265 for fiscal year 2012 and $378,860 for fiscal year 2011.

Audit-Related Fees

There were no fees billed by BPM for assurance and related services that are reasonably related to the
performance of the audit or review of the Company’s financial statements and are not reported above under
“Audit Fees.”

Tax Fees

There was no aggregate fees billed or to be billed by BPM for professional services related to tax advice, tax
compliance tax auditing, tax planning and foreign tax matters for fiscal years 2012 and 2011.

All Other Fees

There were no fees billed to the Company by BPM for the fiscal years 2012 and 2011 other than those
reported in the categories above.

Policy on Pre-Approval of Retention of Independent Registered Public Accounting Firm

The engagement of BPM for non-audit accounting and tax services performed for the Company is limited to
those circumstances where these services are considered integral to the audit services that it provides or in which
there is another compelling rationale for using its services. Pursuant to the Sarbanes-Oxley Act of 2002, all audit
and permitted non-audit services for which the Company engages BPM require pre-approval by the Audit
Committee. The Audit Committee has established a policy to pre-approve all audit and permissible non-audit
services provided by the Company’s independent registered public accounting firm. The percentage of Audit
Fees, Audit-Related Fees, Tax Fees and All Other Fees, out of all fees paid to BPM and all as approved by the
Audit Committee in accordance with the policy, was 100% for fiscal year 2012.
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Required Vote

Ratification will require the affirmative vote of a majority of the shares present and voting at the meeting in
person or by proxy. In the event ratification is not provided, the Board of Directors will review its future
selection of eGain’s independent registered public accounting firm but will not be required to select a different
independent registered public accounting firm. Even if the selection is ratified, the Audit Committee in its
discretion may direct the appointment of a different independent registered public accounting firm at any time
during the year if the Audit Committee determines that such a change would be in the best interests of our
company and our stockholders.

Our Board of Directors recommends a vote “FOR?” ratification of Burr Pilger Mayer, Inc. as eGain’s
independent registered public accounting firm.
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REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The following report of the Audit Committee does not constitute soliciting material and shall not be deemed
filed or incorporated by reference into any other filing by eGain under the Securities Act of 1933 or the
Securities Exchange Act of 1934.

The Audit Committee of the Board of Directoré, or the Audit Committee, operates under a written charter
adopted by the Board of Directors. The current members of the Audit Committee are Mark A. Wolfson, David S.
Scott, and Gunjan Sinha, each of whom meets the independence standards established by The NASDAQ Stock
Market.

The Audit Committee performs the following activities:
® oversees eGain’s financial reporting process on behalf of the Board of Directors; and

® provides independent, objective oversight of eGain’s accounting functions and internal controls.

The Audit Committee reviewed and discussed the audited financial statements contained in the 2012 Annual
Report with eGain’s management and its independent registered public accounting firm. Management is
responsible for the financial statements and the reporting process, including the system of internal controls. The
independent registered public accounting firm is responsible for expressing an opinion on the material
conformity of those financial statements with accounting principles generally acceptable in the United States.

The Audit Committee met privately with the independent registered public accounting firm, and discussed
issues deemed significant by the independent registered public accounting firm, including those required by
Statement on Auditing Standards No. 114, “The Auditor’s Communication with Those Charged with
Governance.” In addition, the Audit Committee discussed with the independent registered public accounting firm
their independence from eGain and its management, including the matters in the written disclosures required by
Public Company Accounting Oversight Board Rule 3526 (Communications with Audit Committees Concerning
Independence). The Audit Committee also considered BPM’s provision of non-audit services to eGain and
determined that such provision of such services was compatible with maintaining the independence of BPM.
BPM has provided the Audit Committee the written disclosures and the letter required by Public Company
Accounting Oversight Board Rule 3526.

In reliance on the reviews and discussions outlined above, the Audit Committee recommended to the Board
of Directors that the audited consolidated financial statements be included in the 2012 Annual Report, for filing
with the Securities and Exchange Commission.

Audit Committee
David S. Scott

Gunjan Sinha
Mark A. Wolfson
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RELATED PARTY TRANSACTIONS

Since July 1, 2011, there have not been any transactions or series of transactions to which:
® we have been or are to be a participant;
® the amount involved exceeds or will exceed $120,000; and

® any of our directors, executive officers or beneficial holders of more than 5% of our capital stock, or any
immediate family member of or person sharing the household with any of these individuals (other than
tenants or employees), had or will have a direct or indirect material interest.

Repayment of Indebtedness and Related Warrant Exercises

On December 24, 2002, we entered into a note and warrant purchase agreement, as amended, or the 2002
Agreement, with Ashutosh Roy, our Chief Executive Officer, pursuant to which Mr. Roy made a loan to us,
evidenced by a subordinated secured promissory note and received warrants to purchase our common stock. The
five year subordinated secured promissory note, or the 2002 Note, bore interest at an effective annual rate of 12%
due and payable upon the term of such note. On December 31, 2002, Mr. Roy loaned us $2.0 million under the
2002 Agreement and received warrants to purchase of our common stock, which warrants expired in December
2005. The 2002 Note was subsequently amended and restated on June 29, 2007.

On October 31, 2003, we entered into an amendment to the 2002 Agreement with Mr. Roy, pursuant to
which he loaned to us an additional $2.0 million evidenced by a subordinated secured promissory note, or the
2003 Note, and received additional warrants to purchase our common stock, which warrants expired in October
2008. The 2003 Note was subsequently amended and restated on June 29, 2007 and on September 24, 2008.

On March 31, 2004, we entered into a note and warrant purchase agreement with Mr. Roy, Oak Hill Capital
Partners L.P., Oak Hill Capital Management Partners L.P., and FW Investors L.P., or the Lenders, pursuant to
which the Lenders loaned to us $2.5 million evidenced by secured promissory notes, or the 2004 Notes, and
received warrants to purchase our common stock, which warrants expired in March 2007. The 2004 Notes had a
term of five years and bore interest at an effective annual rate of 12% due and payable upon the maturity of such
notes. The 2004 Notes were subsequently amended and restated on September 24, 2008.

On June 29, 2007, we amended and restated the 2002 and 2003 Notes with Mr. Roy and he loaned to us an
additional $2.0 million evidenced by a subordinated secured promissory note, or the 2007 Note, and received
additional warrants to purchase our common stock, which warrants expired in June 2010. In addition, the
amendment extended the maturity date of the 2002 and 2003 Notes through March 31, 2009. The 2007 Note was
subsequently amended and restated on September 24, 2008.

On September 24, 2008, we entered into a Conversion Agreement and Amendment to Subordinated Secured
Promissory Notes, as amended, or the Conversion Agreement, with the Lenders. Immediately prior to entering
into the Conversion Agreement, the total outstanding indebtedness, including accrued interest, under the prior
notes issued to the Lenders, including the 2002, 2003 and 2007 Notes, as amended as applicable, equaled $13.8
million. Pursuant to the Conversion Agreement and subject to the terms and conditions contained therein, we and
the lenders (i) converted $6.5 million of the outstanding indebtedness under the prior notes into shares of our
common stock at a price per share equal to $0.95, or at a fair value of $3.4 million, or the Note Conversion, and
(ii) extended the maturity date of the remaining outstanding indebtedness of $7.3 million to March 31, 2012, as
well as the period for which interest accrues, or the Note Extension. In consideration for the Note Extension, the
Lenders received warrants to purchase an aggregate of 1,525,515 shares of our common stock at a price per share
equal to $0.95. Mr. Roy exercised his warrants to purchase 1,218,493 shares of our common stock in March 2011.

On June 30, 2011 we paid to Oak Hill Capital Partners, L.P., Oak Hill Capital Management Partners L.P.
and FW Investors L.P., each of which is a beneficial owner of more than 5% of our capital stock, an aggregate of
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$3.1 million in full repayment of all outstanding indebtedness owed to them, including interest under the
Conversion Agreement. Director Mark Wolfson is a Senior Advisor to, and director David S. Scott is a Principal
of, Oak Hill Capital Management, Inc., an entity affiliated with the Oak Hill Capital funds. In addition, we made
a partial payment to Mr. Roy for $2.9 million, including accrued interest, under the Conversion Agreement. In
September 2011, Oak Hill Capital funds exercised warrants to purchase an aggregate of 203,637 shares of our
common stock and FW Investors L.P. exercised warrants to purchase 103,384 shares of our common stock issued
in connection with the Conversion Agreement.

On March 31, 2012, we entered into Amendment No. 1 to the Conversion Agreement with Mr. Roy.
Pursuant to the Amendment and subject to the terms and conditions contained therein, we agreed that (i) the
maturity date of the Note Conversion is extended 90 days to June 29, 2012; and (ii) as of April 1, 2012, the “Face
Amount” of the Note is $5.6 million, which includes $109,000 of interest for the 90 day extension. The Face
Amount reflects the reduced interest rate on the Note of 8% beginning April 1, 2012. We may prepay the Note
Conversion in full or in part at any time prior to the maturity date without interest penalty.

On June 29, 2012, we entered into Amendment No. 2 to the Conversion Agreement with Mr. Roy. Pursuant
to the Amendment and subject to the terms and conditions contained therein, we agreed to extend the maturity
date of the Note Conversion to July 31, 2013. We may prepay the Note Conversion in full or in part at any time
prior to the maturity date without interest penalty.

In fiscal years 2011 and 2012, the highest amount of principle outstanding, net of discount and interest, due
on the the Note Conversion was $9.9 million and $5.6 million, respectively. As of June 30, 2012 and 2011, the
principal, net of discount and interest, due on Note Conversion was $5.6 million and $5.0 million, respectively.
The interest expense on the Note Conversion was $588,000 and $1.2 million for fiscal years 2012 and 2011,
respectively.

Procedures for Approval of Related Party Transactions

It is eGain’s current policy that all transactions between eGain and its officers, directors, 5% stockholders
and eGain’s affiliates will be entered into only if these transactions are approved by a majority of the
disinterested directors, are on terms no less favorable to eGain than could be obtained from unaffiliated parties
and are reasonably expected to benefit eGain.
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STOCKHOLDER PROPOSALS FOR THE 2013 ANNUAL MEETING

Proposals of stockholders of eGain that are intended to be presented by such stockholders at eGain’s 2013
Annual Meeting must be received by the Secretary of eGain no later than June 17, 2013 in order that they may be
included in eGain’s proxy statement and form of proxy relating to that meeting.

A stockholder proposal not included in the eGain proxy statement for the 2013 Annual Meeting will be
ineligible for presentation at the meeting unless the stockholder gives timely notice of the proposal in writing to
the Secretary of eGain at the principal executive offices of eGain and otherwise complies with the provisions of
its Bylaws. To be timely, eGain’s Bylaws provide that eGain must have received the stockholder’s notice not less
than 50 days or more than 75 days prior to the scheduled date of such meeting. However, if notice or prior public
disclosure of the date of the annual meeting is given or made to stockholders less than 65 days prior to the
meeting date, eGain must receive the stockholder’s notice by the close of business on the 15th day after the
earlier of the day eGain mailed notice of the annual meeting date or provided such public disclosure of the
meeting date.

OTHER MATTERS

eGain knows of no other business that will be presented at the Annual Meeting. If any other business is
properly brought before the Annual Meeting, it is intended that proxies in the enclosed form will be voted in
accordance with the judgment of the persons voting the proxies.

eGain has adopted a process for mailing the 2012 Annual Report and Proxy Statement called
“householding,” which has been approved by the Securities and Exchange Commission. Householding means
that stockholders who share the same last name and address will receive only one copy of the 2012 Annual
Report and Proxy Statement, unless eGain receives contrary instructions from any stockholder at that address.
eGain will continue to mail a proxy card to each stockholder of record.

If you prefer to receive multiple copies of the 2012 Annual Report and Proxy Statement at the same address,
additional copies will be provided to you upon request. If you are a stockholder of record, you may contact us by
writing to Eric N. Smit, eGain Communications Corporation, 1252 Borregas Avenue, Sunnyvale, California
94089 or by calling (408) 636-4500. Eligible stockholders of record receiving multiple copies of the 2012 Annual
Report and Proxy Statement can request householding by contacting eGain in the same manner. eGain has
undertaken householding to reduce printing costs and postage fees, and we encourage you to participate.

If you are a beneficial owner, you may request additional copies of the 2012 Annual Report and Proxy
Statement or you may request householding by notifying your broker, bank or nominee.

Current and prospective investors can also access free copies of our 2012 Annual Report, Proxy Statement

and other financial information on our Investor Relations section of our web site at
http://www.egain.com/about_us/investors.asp.
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ANNUAL REPORT ON FORM 10-K
A copy of eGain’s 2012 Annual Report accompanies this proxy statement. An additional copy will be
furnished without charge to beneficial stockholders or stockholders of record upon request to Chief Financial
Officer, eGain Communications Corporation, 1252 Borregas Avenue, Sunnyvale, California 94089. The
Company will provide copies of exhibits to the 2012 Annual Report, but may charge a reasonable fee per page to
any requesting stockholder entitled to vote at the Annual Meeting.

Whether you intend to be present at the Annual Meeting or not, we urge you to return your signed proxy
promptly.

By order of the Board of Directors,
Ashutosh Roy

Chief Executive Officer

October 15, 2012
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Dear Stockholders, Customers, Partners, and Employees,

During our fiscal 2012, we achieved several key milestones in what I would describe as a significant
transformational year for the Company. We significantly expanded distribution, struck a global
partnership with SAP, grew our services team and rolled out new products. As we move into a new
fiscal year, we have already begun to see positive results from these initiatives and investments.
This year, we also saw two significant niche competitors get acquired by traditional CRM vendors,
thus expanding our market opportunity among enterprises who seek a robust, innovative
multichannel customer engagement platform.

We booked more business (including renewals) in the fiscal fourth quarter of 2012 than in any other
quarter in our company’s history, which includes the first quarter of fiscal 2011 when we booked
our single largest deal ever with Vodafone. We also saw significant increase in demand for our cloud
solutions during the fiscal year with a strong uptick coming in the second half. Our new cloud
contractual commitments were up nearly 400% for the last six months compared to the same

period last year.

While this booking mix shift to cloud from on-premise negatively impacted our revenue and
profitability for fiscal 2012, it delivers increased revenue visibility for eGain in fiscal 2013 and
beyond. Large enterprises are becoming increasingly comfortable with cloud solutions to run their
24x7 customer-facing processes, as they benefit from end-to-end accountability and shorter time to
market. At the same time, this positive trend is benefitting eGain with greater long-term economic
value and increased revenue visibility.

During the fiscal year, we invested aggressively to expand our sales and service teams. As of the
fiscal year end, we grew the number of our worldwide sales reps to 36, compared to 20 at the end
of fiscal 2011. We also grew our professional services capacity by more than 50% year over year.
This investment will help us rapidly expand our solution among premium clients this year. In
addition, we reorganized our sales team globally to ensure effective sales performance based on
consistent training and best practices. We also integrated our service and support teams globally to
better serve clients by matching best resources to needs on a worldwide basis.

In January 2012 we signed a strategic partnership with SAP. Since then, we have signed four joint
clients that include Hewlett Packard and Carestream. As planned, the first phase of our eGain
product integrated with SAP CRM became generally available in the first quarter of fiscal 2013, a
significant product milestone that will build increased momentum in our joint pipeline. We are also
expanding upon our successful OEM partnership with Cisco to enable Cisco contact center clients to
buy more applications in the eGain suite directly from Cisco. In particular, we believe our rich
knowledge suite will be especially attractive for Cisco’s contact center clients.

We continued our leadership in product innovation. In fiscal 2012, eGain was rated a leader in
Gartner’s Magic Quadrant for Web Customer Service MQ for the fourth year in a row. In its Magic



Quadrant report Gartner noted that eGain “continues to be the most complete solution in the
market,” a gratifying assessment coming from an analyst group that is not easily given to
superlatives.

Furthermore, two new products that we launched in late fiscal 2010, eGain Offers and eGain Social,
have been well received by the market. At our recent customer summits, Lands’ End and Virgin
Media spoke about their successful experience with eGain Offers and eGain Social. With continued
innovation and enthusiastic customer collaboration, we believe that eGain will soon have the best
solutions for social and proactive customer engagement as well. We do not believe any competitor
today offers the breadth of multichannel customer engagement capabilities that we do. Most of our
competitors have merged with larger companies or are looking to cobble solutions through
acquisitions. This market confusion presents a significant short-term opportunity for eGain to
increase market share among global enterprises as they seek stable, proven, and innovative
providers of multichannel customer engagement solutions.

Finally, our platform-based product strategy is gaining increasing traction. In fiscal 2012, we sold
an average of 2.3 applications to each new client, compared to 1.6 applications sold to each new
client in fiscal 2011. This trend validates our strategy to help clients reduce their cost of ownership
and increase their business agility using the eGain platform.

Looking ahead, we see growing opportunity for a true multichannel customer engagement solution
in a dynamic market. We believe that we are well positioned to capitalize on the market dynamics,
including recent industry consolidation. We are benefitting from the favorable trend toward cloud
solutions, and our premium clients are looking for even more commitment and engagement from us
as they make our platform a critical component of their customer-facing processes. The strong
team we have built to capitalize on this tremendous opportunity and the positive market response
to our product innovation give us confidence in our prospects for meaningful growth in fiscal 2013.

Ashu Roy
Chief Executive Officer
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CAUTIONARY NOTE ON FORWARD-LOOKING STATEMENTS

This report on Form 10-K and the documents incorporated herein by reference contain forward-looking
statements that involve risks and uncertainties. These statements may be identified by the use of the words such
as “anticipates,” “believes,” “continue,” “could,” “would,” “estimates,” “expects,” “intends,” “may,”
“might,” “plans,” “potential,” “‘should,” or “will” and similar expressions or the negative of those terms. The
forward-looking statements include, but are not limited to, risks stemming from: Qur hybrid revenue model may
impact our operating results; continued lengthy and delayed sales cycles; our failure to compete successfully in
the markets in which we do business; our history of net losses and our ability to sustain profitability; the
adequacy of our capital resources and need for additional financing; the development and expansion of our
strategic and third party distribution partnership and relationships with systems integrators; our ability to
improve our current products; our ability to innovate and respond to rapid technological change and competitive
challenges; legal liability and/or negative publicity for the services provided to consumers via our technology
platforms; legal and regulatory uncertainties and other risks related to protection of our intellectual property
assets; the operational integrity and maintenance of our systems; an unauthorized access is obtained to a
customer’s data or our data or our IT systems; the uncertainty of demand for our products; the anticipated
customer benefits from our products; the actual mix in new business between hosting and license transactions
when compared with management’s projections; the anticipated revenue to us from the Cisco OEM agreement;
the ability to increase revenue as a result of the increased investment in sales and marketing; our ability to hire
additional personnel and retain key personnel; our ability to manage our expenditures and estimate future
expenses, revenue, and operational requirements; our ability to manage our business plans, strategies and
outlooks and any business-related forecasts or projections; risks from our substantial international operations;
our inability to successfully detect weaknesses or errors in our internal controls; our ability to manage future
growth and geographical and currency fluctuations. Our actual results could differ materially from those
discussed in statements relating to our future plans, product releases, objectives, expectations and intentions,
and other assumptions underlying or relating to any of these statements. These forward-looking statements
represent our estimates and assumptions and speak only as of the date hereof. We expressly disclaim any
obligation or understanding to release publicly any updates or revisions to any forward-looking statements
contained herein to reflect any change in our expectations with regard thereto or any change in events,
conditions or circumstances on which any such statement is based unless required by law.

LIRS

All references to “eGain”, the “Company”, “our”, “we” or “us” mean eGain Communications Corporation
and its subsidiaries, except where it is clear from the context that such terms mean only this parent company and
excludes subsidiaries.

PART1
ITEM 1. BUSINESS

Overview

The Company was incorporated in Delaware in September 1997. eGain is one of the premier providers of
cloud and on-site customer interaction software for sales and service. For over a decade, eGain solutions have
helped improve customer experience, grow sales, and optimize service processes across the web, social, and
phone channels. Hundreds of global enterprises rely on eGain to transform fragmented sales engagement and
customer service operations into unified customer interaction hubs.

Industry Background

As products get commoditized in a global economy, differentiation increasingly depends on customer
interactions. For businesses that sell to consumers (B2C), one poor customer experience can be amplified and
spread overnight through social networks. Consumers expect businesses to serve them conveniently and
intelligently across all touch points. Furthermore, multichannel customers are more demanding and spend more
than the average customer. Not surprisingly, businesses are looking for efficient, scalable solutions to deliver
smart multichannel customer interactions.



Traditional CRM solutions are not designed for the multichannel world. Mostly, they see the phone as the
primary customer contact channel. Other channels like web and social are seen as secondary and are often not
designed in the solution from the start. As a result, customer experience delivered through these platforms tends
to be fragmented and inconsistent across channels. For instance, unified customer history across channels
requires solution integration and user interface patchwork.

The eGain Solution
Our solution is designed to provide clients with the following benefits:

*  Build profitable long-term customer relationships. Customers are spending more time conducting
business on the Web and Social channels. Our solution helps businesses design brand-aligned
experiences at every touch point. Whether a customer is looking to buy, ask a question, or pay a bill,
our solution helps businesses provide customers personalized, consistent responses.

» Increase revenue through improved sales conversion and cross-sell. In addition to strengthening
customer relationships, our solution helps businesses convert website visitors into buyers. It also helps
agents to contextually up-sell and cross-sell products in the course of customer interactions. A visitor to
a website that uses eGain can be proactively offered personalized promotional content or real-time
assistance based on configurable business rule informed by visitor behavior and history. Visitors can
interact with a customer service representative live over the Web through click to call, chat and
cobrowse to inquire about and buy a product. Customers calling into a service center can be offered
powerful cross-sell offers by agents using the expert reasoning capability of eGain.

* Reduce operating costs through improved agent productivity and self-service automation. Our
solution helps companies to provide highly effective customer service while reducing operating costs.
Our intelligent routing, auto-response, tracking, and reporting features, complemented with agent-
facing knowledge tools, measurably enhance the productivity of service agents. Our robust online self-
service tools, with integrated escalation paths and sophisticated artificial intelligence, help resolve
customer inquiries without human assistance.

* Reduce total cost of ownership through an open architecture, integration adapters, and scalable
design. Our solution is designed to easily integrate with business data and processes residing in
legacy systems and other enterprise data sources. By integrating out of the box with leading business
applications, our platform allows clients to leverage existing data, content, and communication assets.

*  Offer rapid time to value through flexible deployment options. Our solution can be deployed on-site,
on-demand, or as a managed service. In addition, we offer eGain Solution-as-a-Service (SLaaS™), a
package that enables clients to use our solution without a long-term contract or upfront implementation
fee. Moreover, our clients have the flexibility to move from one deployment model to another when
their needs change.

Products and Services
eGain 10 Suite

Recognized by industry analysts and trusted by leading companies worldwide, eGain 10 helps businesses
engage, acquire, and serve customers through multiple interaction channels. It offers modular, best-of-breed
applications built on a one-of-a-kind customer interaction hub platform that provides 360-degree customer
context and actionable knowledge to enhance every customer interaction. Built for rapidly implementing next-
generation customer interaction strategies, eGain 10 consists of:

* eGain Interactive Sales Suite™ to transform B2C websites into interactive shopping destinations.

* eGain Service Suite™ to transform traditional call centers into knowledge-powered multichannel
customer interaction hubs.



eGain CIH™, a multichannel customer interaction hub (CIH) platform that provides centralized
business rules, interactions, knowledge, workflow, analytics, administration, and integrations to all
applications.

eGain Adapters™ for integrating with leading call center, business, content, and email systems.

A special edition of eGain 10, eGain 10 for Cisco Unified CCX™, provides a pre-integrated, multichannel
interaction solution for use with Cisco Unified Contact Center Express.

eGain 10 includes the following best-of-breed applications for web, social and contact center interactions:

Web Customer Interaction Applications

.

eGain Offers™ helps businesses engage visitors on the company website and Facebook fan pages with
proactive, targeted offers. Using browsing behavior and other attributes, the solution anticipates visitor
needs and proactively serves a personalized offer. It leapfrogs existing proactive chat “point” solutions
by providing coupons, promotions, surveys, personalized content and contextual help in the form of
FAQ, chatbot, chat, click to call, and cobrowse options.

eGain Chatbot™ enables businesses to offer text and speech chat interactions with one or more virtual
assistants (chatbots). Multilingual, emotionally and culturally intelligent, the eGain Chatbot is capable
of understanding natural language. It can be deployed on websites and mobile devices and supports
seamless integration with assisted chat channels.

eGain Cobrowse™ enables phone and chat reps to show customers around the website, help locate
information, and “hand-hold” them during complex, anxiety-ridden tasks such as completing forms or
checking out shopping carts. It offers true collaborative browsing without any customer download
requirement. Access to web page views and actions is controlled through user roles and business rules.

eGain Chat™ enables website visitors to conduct text and video chats with agents. It gives
representatives a comprehensive set of tools for serving customers in real-time. eGain Chat supports
two-way, “follow me” web browsing so that agents and customers can lead each other to specific web
pages for faster issue resolution. The system’s powerful, query-specific routing and workflow
maximize both agent productivity and interaction quality.

eGain ClickToCall™ provides website visitors the ability to request a callback while browsing.
Callbacks can be scheduled according to the customer’s convenience or be established in real-time.

eGain SelfService™ is a comprehensive solution supporting what we believe to be the broadest set of
self-service access options in the industry—dynamic FAQs, topic-based browsing, natural language
search, guided help, virtual assistant technology, and case tracking. eGain SelfService offers a unique
combination of rich, multi-access self-service capabilities built on a collaborative knowledge
management framework within eGain OpenCIH™ Platform. This framework makes it easy for
organizations to create, maintain, and enhance common content in a distributed manner, as well as
leverage existing content from across the enterprise. The key modules of this application are:

* eGain Portals™ enables organizations to provide distinctive, productive and brand-aligned self-
service experiences. Powered by eGain Multisearch™ knowledge access technology, it brings
together the power of a broad set of knowledge access methods, federated search, process
intelligence, multilingual capabilities, and flexible look and feel—all behind a single search box—
for distinctive, on-target self-service. Customers can also view frequently asked questions,
manage their own accounts, review open tickets, and review their communications with the
company within a secure, personalized environment.

* eGain Guided Help™ gives customers interactive access to the company’s knowledge base,
allowing them to find answers and troubleshoot problems by themselves at their convenience. It
uses patented search and reasoning technology, coupled with natural language and advanced
linguistic processing to search, suggest additional questions, and recommend solutions.
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* eGain MessageCenter™ enables secure and authenticated messaging between a business and its
customers. eGain MessageCenter is a secure web-based portal for customers to read confidential
messages, including attachments.

¢ eGain Widgets™ enable contextual access to knowledge and account information through mobile
devices and web pages.

* eGain Survey™ helps contact centers, ecommerce sites, and customer portals connect with their
customers in a vital and immediate way by eliciting feedback at various points of contact. It
enables them to measure and improve the quality of service across all interaction channels,
thereby maximizing customer retention.

Social Customer Interaction Applications

eGain Social™ is a one-of-a-kind application for social customer service knowledge harvesting and
single-sourced social publishing, and reputation management. It enables businesses to monitor social
networks such as Facebook, Twitter and blogs for customer queries, analyze their content, analyze
search results for sentiment, route them intelligently, and post responses privately or back to the social
cloud in media appropriate format.

eGain Community™ enables the creation and management of online communities or forums,
community knowledge harvesting, and single-sourced publishing. Forum posts are searchable from
portals, and can be submitted as content for the Knowledge Base Adapters to allow integration with
existing forums.

Contact Center Applications

eGain Mail™ is an industry-leading application for processing inbound customer emails and providing
mission-critical email customer response, incorporating hundreds of best practices developed over
years of serving innovative global enterprises. Secure messaging, lifecycle audits, and real-time
archival are some of the features that provide our customers a next-generation email management
platform for their enterprises. Designed to process very high volumes of email and webform requests,
eGain Mail allows companies to deliver consistent, high-quality service through flexible process
automation, optimized user interface, and powerful reports. Additional modules include:

* eGain SecureMail™ for authenticated web-based access to confidential emails. It is widely used
in financial services sector and other regulated industries.

* eGain EncryptedMail™ for encrypted email payload delivered to the customer’s mailbox (push),
complementing eGain SecureMail (invitation to secure website to share payload).

* eGain Fax™ and eGain SMS™ to enable timely responses to faxes (and postal mail) and SMS
with the same infrastructure that is used to handle emails. Optical Character Recognition (OCR)
technology is used to process faxes and postal mail.

eGain CallTrack™ is a comprehensive and a flexible phone call logging system. Together with eGain
KnowledgeAgent™, it provides an integrated application for phone call logging, tracking and
resolution as well as follow-on task management for service fulfillment.

eGain KnowledgeAgent™ empowers contact center agents with best-practice knowledge management
and is designed to make every agent as productive and capable as the enterprise’s best agent. This
application delivers fast, consistent, and accurate answers to agents as they use the rich conversational
interface while engaging customers over the phone. eGain KnowledgeAgent uses patented search and
reasoning technology coupled with natural language and advanced linguistic processing to search,
suggest additional questions, and recommend solutions. eGain Multisearch enables simple search-
based access to various types of federated content and guided help.

4



* eGain Notify™ is a flexible, easy-to-use application for managing and delivering automatic reminders,
alerts, and updates at all stages of the customer relationship cycle. It is used to provide proactive
customer service by sending alerts to customers via multiple interaction channels such as email, phone
and SMS. These alerts could span various stages of a service transaction, a customer’s life event, or a
customer’s overall life progression where a business may want to add value by providing contextual
customer service.

* eGain SME™ is an enterprise collaboration tool that allows subject matter experts, or SMEs, to
participate in the process of resolving customer queries. SMEs, both internal in the contact center and
external in other departments or companies, are able to fully participate in both solving ongoing
problems and suggesting new solutions for inclusion in the knowledge base.

Flexible Deployment Options

eGain’s deployment options, we believe, are unmatched in the industry. eGain customers can choose from
multiple options: on-site, cloud, managed, and solution as a service. They can even choose a hybrid model or
switch from one deployment type to another. eGain is one of the few vendors that has consistently offered both
cloud and on-site deployments for more than a decade.

Operations

We serve our customers and end users from several secure data centers worldwide. Physical security
features at these facilities include 24x7x365 on-site security, three physical barriers and multiple access controls.
The systems at these facilities are protected by firewalls and encryption technology we utilize. Operational
redundancy features include redundant power, on-site backup generators, multiple carrier entrance facilities, and
robust environmental controls and monitoring.

We employ a wide range of security features, including two-factor authentication, data encryption, encoded
session identifications and passwords. We contract with specialized security vendors to conduct regular security
audits of our infrastructure. We also employ outside vendors for 24x7x365 managed network security and
monitoring. Every page we serve is delivered encrypted to the end user via a Secure Socket Layer, or SSL,
transaction. We also use encryption in our storage systems and backup technology.

We continuously monitor the performance of our application suite using a variety of automated tools. We
designed our infrastructure with built-in redundancy for all key components. Our network includes redundant
firewalls, switches and intrusion detection systems, and incorporates failover backup for maximum uptime. We
load balance at each tier in the network infrastructure. We also designed our application server clusters so that
servers can fail without interrupting the user experience, and our database servers are clustered for failover. We
regularly back up and store customer data both on and off-site in secure locations to minimize the risk of data
loss at any facility.

Customers

We serve a worldwide customer base across a wide variety of industry sectors, including retail,
telecommunications, financial services, insurance, outsourced services, technology, utilities, government,
manufacturing and consumer electronics. Our product is sold primarily to large enterprises (over $500 million in
annual revenue). For the fiscal year ended June 30, 2012, international revenue accounted for 44% and domestic
revenue for 56% of total revenue, compared to 53% and 47% respectively for fiscal year 2011 and 47% and 53%
respectively for fiscal year 2010.

One customer accounted for about 10% of total revenue in fiscal year 2012, compared to 22% and 14%
respectively in fiscal years 2011 and 2010.



Competition
We compete with other application software vendors including Avaya, Inc., Genesys Telecommunications,
Kana Software, Inc., Live Person, Inc., and Moxie Software, Inc. In addition, we face actual or potential
competition from larger software companies such as Microsoft Corporation, Oracle Corporation, and
Salesforce.com, Inc. that may attempt to sell customer interaction software to their installed base. We also
compete with internally developed applications within large enterprises. Finally, we face, or expect to face,
competition from software vendors who may develop toolsets and products that allow customers to build new
applications that run on the customers’ infrastructure or as hosted services.
We believe the principal competitive factors in our market include the following:

» proven track record of customer success;

* speed and ease of implementation;

* product functionality;

 financial stability and viability of the vendor;

* product adoption;

» ease of use and rates of user adoption;

* low total cost of ownership and demonstrable cost-effective benefits for customers;

» performance, security, scalability, flexibility and reliability of the service;

* ease of integration with existing applications;

» quality of customer support;

» availability and quality of implementation, consulting and training services; and

e vendor reputation and brand awareness.

Sales and Marketing
Sales Strategy

Our sales strategy is to pursue targeted accounts, mostly Business to Consumer (B2C) enterprises, through a
combination of our direct sales force and partners. We target our sales efforts at Enterprise companies. Our North
American direct sales organization is based at our corporate headquarters in Sunnyvale, California, with field
sales presence throughout the United States. Internationally, we have field offices in France, Germany, Ireland,
Italy, India, the Netherlands and the United Kingdom.

The direct sales force is organized into teams that include sales representatives and sales consuitants. Our
direct sales force is made up of two components, field sales and inside sales representatives. It is complemented
by lead generation representatives.

We also complement our direct sales force with reseller and sales alliances. We believe we are able to
leverage additional sales, marketing and deployment capabilities through these alliances.

Marketing and Partner Strategy

Our marketing strategy is to build our brand around innovative and robust products trusted by leading
enterprises. Our marketing organization focuses on public relations, analyst relations, marketing communications
and demand generation. We employ a wide range of marketing avenues to deliver our message, including print
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and Internet advertising, targeted electronic and postal mailing, email newsletters, and a variety of trade shows,
seminars, webinars, and interest groups.

Our marketing group also produces sales tools, including product collateral, customer case studies,
demonstrations, presentations, and competitive analyses. In addition, the group performs market analyses and
customer reviews to identify and develop key partnership opportunities and product capabilities.

We believe that our partners help extend the breadth and depth of our product offerings, drive market
penetration, and augment our professional service capabilities. We believe these relationships are important to
delivering successful, integrated products and services to our customers, and scaling our business. Our partner
portal, EcoNet™, enables us to provide comprehensive sales, support and services information for channel
partners, while enabling them to collaborate with one another through an online forum. Partner enablement is a
key focus area for our consulting and training teams too.

As of fiscal year ended June 30, 2012, there were approximately 138 employees engaged in worldwide sales
and marketing activities.

Consulting and Education

Our worldwide professional services organization provides consulting and education services designed to
facilitate customer success and build customer loyalty.

* Consulting Services. Our consulting services group offers rapid implementation services, custom
solution development, and systems integration services. Consultants work with customers to
understand their specific requirements, analyze their business needs, and implement integrated
solutions. We provide these services independently or in partnership with system integrators who have
developed consulting expertise on our platform.

e Education Services. Our education services group provides a comprehensive set of basic and
customized training programs to our customers and partners in addition to online tutorial modules for
ongoing refresher courses. Training programs are offered either in-person at the customer site, or at one
of our worldwide training centers.

As of fiscal year ended June 30, 2012, we had approximately 100 professionals providing worldwide
services for systems installation, solutions development, application management, and education.

Customer Support

We offer a comprehensive collection of support services designed to rapidly respond to inquiries. Our
technical support services are available to customers worldwide under maintenance agreements. Our customer
support strategy is to provide dedicated customer support account managers for large enterprise customers. The
customer support team uses eGain’s own software suite to provide world-class service to all our customers
through support centers located in California, the United Kingdom, and India.

As of fiscal year ended June 30, 2012, there were approximately 33 employees engaged in worldwide
customer support services.

Research and Development

The market for our products changes rapidly and is characterized by evolving industry standards, swift changes
in customer requirements, and frequent new product introductions and enhancements. We believe that strong
product development capabilities are essential to our strategy of maintaining technology leadership. This includes
enhancing current technology, providing excellent quality, performance, and functionality, as well as developing
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additional applications, and maintaining the competitiveness of our product and service offerings. We have invested
significant time and resources to set up a comprehensive software development process that involves several
functional groups at all levels within our organization and is designed to provide a framework for defining and
addressing the activities required in bringing product concepts and development projects to market successfully.

In addition, we continuously analyze market and customer requirements and evaluate technology that we
believe will enhance platform acceptance in the market.

As of fiscal year ended June 30, 2012, there were approximately 113 employees engaged in worldwide
product development activities. We spent approximately $6.1 million on research and development in fiscal year
2012, and $5.6 million and $5.5 million respectively in fiscal years 2011 and 2010.

Intellectual Property

We regard our intellectual property as critical to our success. We rely on intellectual property and other
laws, in addition to confidentiality procedures and licensing arrangements, to protect the proprietary aspects of
our technology and business.

We continually assess the propriety of seeking intellectual property protection for those aspects of our
technology that we believe constitute innovations providing significant competitive advantages. Future
applications may or may not receive the issuance of valid patents or registered trademarks.

We routinely require our employees, customers, and potential business partners to enter into confidentiality
and nondisclosure agreements before we will disclose any sensitive aspects of our products, technology, or
business plans. In addition, we require employees to agree to surrender to us any proprietary information,
inventions or other intellectual property they generate or come to possess while employed by us. Despite our
efforts to protect our proprietary rights through confidentiality and license agreements, unauthorized parties may
attempt to copy or otherwise obtain and use our products or technology. These precautions may not prevent
misappropriation or infringement of our intellectual property. In addition, some of our license agreements with
certain customers and partners require us to place the source code for our products into escrow. These
agreements typically provide that some party will have a limited, non-exclusive right to access and use this code
as authorized by the license agreement if there is a bankruptcy proceeding instituted by or against us, or if we
materially breach a contractual commitment to provide support and maintenance to the party.

Third parties may infringe or misappropriate our intellectual property and similar proprietary rights. In
addition, other parties may assert infringement claims against us. Our products may infringe issued patents that
may relate to our products. In addition, because patent applications in the United States are not publicly disclosed
until the patent is issued, applications may have been filed which relate to our software products. We may be
subject to legal proceedings and claims from time to time in the ordinary course of our business, including claims
of alleged infringement of the patents and other intellectual property rights of third parties. Intellectual property
litigation is expensive and time consuming and could divert management’s attention away from running our
business. This litigation could also require us to develop non-infringing technology or enter into royalty or
license agreements. These royalty or license agreements, if required, may not be available on acceptable terms, if
at all, in the event of a successful claim of infringement. Our failure or inability to develop non-infringing
technology or license the proprietary rights on a timely basis would harm our business.

Employees

As of fiscal year ended June 30, 2012, we had 454 full-time employees, of which 113 were in product
development, 157 in services and support, 138 in sales and marketing, and 46 in finance and administration.
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None of our employees are covered by collective bargaining agreements. While we believe our relations
with our employees are good, our future performance depends largely upon the continued service of our key
technical, sales and marketing, and senior management personnel, none of whom are bound by employment
agreements requiring service for a defined period of time. The loss of services of one or more of our key
employees could have a material adverse effect on our business.

We may not be successful in attracting, training and retaining qualified personnel, and the failure to do so,
particularly in key functional areas such as product development and sales, could materially and adversely affect
our business, results of operations and financial condition. Our future success will likely depend largely on our
ability to attract and retain experienced sales, technical, marketing and management personnel.



ITEM 1A. RISK FACTORS

The risks and uncertainties described below are not the only ones facing us. Other events that we do not
currently anticipate or that we currently deem immaterial also may affect our results of operations, cash flows
and financial condition.

Our business is influenced by a range of factors that are beyond our control and that we have no
comparative advantage in forecasting. These include:

» general economic and business conditions;

* currency exchange rate fluctuations;

» the overall demand for enterprise software and services;

» governmental budgetary constraints or shifts in government spending priorities; and

* general political developments.

The continued global economic crisis caused a general tightening in the credit markets, lower levels of
liquidity, increases in the rates of default and bankruptcy, and extreme volatility in credit, equity and fixed
income markets. These macroeconomic developments negatively affected, and could continue to negatively
affect, our business, operating results or financial condition which, in turn, could adversely affect our stock price.
A general weakening of, and related declining corporate confidence in, the global economy or the curtailment in
government or corporate spending could cause current or potential customers to reduce their technology budgets
or be unable to fund software or services purchases, which could cause customers to delay, decrease or cancel
purchases of our products and services or cause customers not to pay us or to delay paying us for previously
purchased products and services.

Our hybrid revenue model may impact our operating results

We have a hybrid delivery model meaning that we offer our solutions on a hosted or license basis to our
customers. For license transactions, the license revenue amount is generally recognized in the quarter delivery
and acceptance of our software takes place. Whereas, for hosting transactions, hosting revenue is recognized
ratably over the term of the hosting contract, which is typically one to two years. As a result, our total revenue
may increase or decrease in future quarters as a result of the timing and mix of license and hosting transactions
This could be exacerbated if we have more customers that choose the hosted solution over our licensed solution;
causing us to increase the amount of revenue recognized ratably over the life of the contract therefore resulting in
our total revenue to decrease in the short-term.

Our lengthy sales cycles and the difficulty in predicting timing of sales or delays may impair our operating
results

The long sales cycle for our products may cause license revenue and operating results to vary significantly
from period to period. The sales cycle for our products can be six months or more and varies substantially from
customer to customer. Because we sell complex and deeply integrated solutions, it can take many months of
customer education to secure sales. While our potential customers are evaluating our products before, if ever,
executing definitive agreements, we may incur substantial expenses and spend significant management effort in
connection with the potential customer. Our multi-product offering and the increasingly complex needs of our
customers contribute to a longer and unpredictable sales cycle. Consequently, we often face difficulty predicting
the quarter in which expected sales will actually occur. This contributes to the uncertainty and fluctuations in our
future operating results. In particular, the corporate decision-making and approval process of our customers and
potential customers has become more complicated. This has caused our average sales cycle to further increase
and, in some cases, has prevented the closure of sales that we believed were likely to close. In addition,
historically our license sales have comprised a relatively small number of high value transactions; consequently,
we may miss our revenue forecasts and may incur expenses that are not offset by corresponding revenue from the
delay in even one transaction.
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We must compete successfully in our market segment

The market for customer interaction software is intensely competitive. Other than product innovation and
existing customer relationships, there are no substantial barriers to entry in this market, and established or new
entities may enter this market in the future. While software internally developed by enterprises represents indirect
competition, we also compete directly with packaged application software vendors, including Avaya, Inc.,
Genesys Telecommunications, Kana Software, Inc, Live Person, Inc., and Moxie Software, Inc. In addition, we
face actual or potential competition from larger software companies such as Microsoft Corporation, Oracle
Corporation, Salesforce.com, Inc. and similar companies that may attempt to sell customer interaction software
to their installed base.

We believe competition will continue to be fierce as current competitors increase the sophistication of their
offerings and as new participants enter the market. Many of our current and potential competitors have longer
operating histories, larger customer bases, broader brand recognition, and significantly greater financial,
marketing and other resources. With more established and better-financed competitors, these companies may be
able to undertake more extensive marketing campaigns, adopt more aggressive pricing policies, and make more
attractive offers to businesses to induce them to use their products or services.

We have experienced growth in recent periods and expect to continue to grow. If we fail to manage our
growth effectively, we may be unable to execute our business plan, maintain high levels of service or
adequately address competitive challenges

To achieve our business objectives, we will need to continue to expand our business at an appropriate pace.
This expansion has placed, and is expected to continue to place, a significant strain on our managerial,
administrative, operational, financial and other resources. We anticipate that expansion will require substantial
management effort and additional investment in our infrastructure and headcount. If we are unable to
successfully manage our growth, our business, financial condition and results of operations will be adversely
affected.

Part of the challenge that we expect to face in the course of our expansion is increased staffing which is
being used primarily towards developing new sale