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Nuance Announces Fourth Quarter and Fiscal Year 2018
Results

Exceeded Non-GAAP Revenue, EPS, Cash Flow and Margin Expectations
Announced Strategic Actions after Comprehensive Portfolio Reviews
Implemented Significant Changes to Corporate Governance

Executed Share Repurchases and Debt Paydown

BURLINGTON, Mass., November 19, 2018 - Nuance Communications, Inc. (NASDAQ: NUAN) today announced
financial results for its fiscal 2018 and fourth quarter ended September 30, 2018.

“The success of our fourth quarter can be measured equally by our strong financial performance as well as the
tremendous progress we’'ve made toward simplifying our structure, rationalizing our portfolio, enhancing our
governance, and improving our internal culture,” said Mark Benjamin, chief executive officer at Nuance. “We
met or exceeded our Q4 expectations within each of our core metrics, and are pleased with what we
accomplished over these last six months to enhance shareholder value. We made significant changes to our
Board, bringing fresh perspectives, skills, and diversity of thought to the Company, and appointed an
independent chairman to best represent shareholder interests. We also continued to pivot our capital allocation
toward debt paydown and share buybacks to further enhance shareholder value. Perhaps most importantly, we
conducted our strategic portfolio reviews and made definitive business decisions that will accelerate our future
growth.”

Mr. Benjamin continued, “As we define this new era for Nuance, we are sharply focused on building a global,
conversational Al business that is capable of sustainable, long-term revenue and earnings growth. We are
transitioning to cloud-based, intelligence-driven solutions, and allocating resources to ensure maximum success
in our high-growth core markets. Executing on these defined strategic priorities will enable Nuance to maintain
its leadership as a truly intelligent engagement company, and we look forward to sharing our continued
progress.”

Fourth Quarter Performance Summary

On a GAAP basis:

- Revenue of $532.9 million, up 14% compared to $465.9 million a year ago

- Recurring revenue of 71% of total GAAP revenue, consistent with the year-ago period

- Net loss of $(35.1) million, or $(0.12) per share, compared to a loss of $(65.4) million, or $(0.23) per share, in
the fourth quarter last year

- Operating margin of 0.9%, compared to (3.8)% in the prior year period

- Incurred a goodwill and other asset intangible impairment of $33.0 million related to the decision during the
quarter to wind down our Subscription Revenue Services (SRS) and Devices businesses

- Cash flow from operations of $149.4 million, compared to $(3.5) million in the fourth quarter of fiscal year
2017

On a non-GAAP basis:

- Revenue of $536.2 million as reported, up 13% compared to $474.7 million in the fourth quarter last year
- Organic revenue grew 12% in the quarter to $536.2 million, from $479.6 million in the prior year period

- Recurring revenue of 71% of— total non-GAAP revenue, consistent with the year-ago period



- Net income of $112.5 million, or $0.38 per diluted share, compared to $60.2 million, or $0.20 per diluted
share, in the fourth quarter of fiscal year 2017

- Operating margin of 30.5%, compared to 20.7% in the prior year period

- Cash flow from operations of $149.4 million, or 133% of non-GAAP net income

- Net new bookings growth of 10%, to $468.5 million, up from $424.4 million a year ago

Fiscal Year Performance Summary

On a GAAP basis:

- Revenue of $2,051.7 million, up 6% compared to $1,939.4 million last year

- Recurring revenue of 71% of total GAAP revenue, compared to 73% in fiscal year 2017

- Net loss of $(159.9) million, or $(0.55) per share, compared to a loss of $(151.0) million, or $(0.52) per share,
in fiscal year 2017

- Operating margin of (4.2)%, compared to 2.7% last year

- Incurred a goodwill and other intangible asset impairment of $170.9 million related to SRS business
disruption in Q2 18 as well as the Q4 18 decision to wind down our SRS and Devices businesses

- Cash flow from operations of $444.4 million, compared to $378.9 million in fiscal year 2017

- Total deferred revenue ending balance of $873.0 million, up 11% compared to $790.0 million at fiscal year-
end 2017

- Total cash, cash equivalents and marketable securities ending balance of $473.5 million versus $874.1
million as of September 30, 2017.

On a non-GAAP basis:

- Revenue of $2,069.4 million as reported, up 5% compared to $1,977.4 million last year

- Organic revenue grew 4% compared to (3)% in the prior year period

- Recurring revenue of 72% of— total non-GAAP revenue, compared to 73% in fiscal year 2017

- Net income of $351.9 million, or $1.19 per diluted share, compared to net income of $309.0 million, or $1.05
per diluted share, in fiscal year 2017

- Operating margin of 26.1%, compared to 26.4% last year

- Cash flow from operations of $444.4 million, or 126.3% of non-GAAP net income

- Net new bookings growth of 5%, to $1,734.6 million, up from $1,653.6 million a year ago

Portfolio Review, Business Review and Transformation Program

Healthcare and Enterprise Focus - After conducting the strategic business review, Nuance created a
comprehensive plan to simplify its operations and enhance its focus on growth markets, including the
Healthcare, Enterprise and Automotive segments. Therefore, the Company will maintain its Healthcare and
Enterprise business segments, where Nuance brings deep business-to-business relationships, differentiated
technology and contextual expertise.

Automotive Segment Spin-Off - The Automotive segment delivers critical enabling technology for transforming
the passenger experience. Therefore, becoming a pure-play next generation automotive software company
represents an important step in this segment’s growth. Accordingly, in conjunction with today’s earnings
announcement, Nuance announced its intention to spin off the Automotive segment into a new, independent,
publicly-traded company. Additional information about the proposed transaction is available in the separate
press release issued today.

Imaging Business Sale - As announced on November 12, 2018, Nuance is selling its Imaging business to Kofax
for a purchase price of $400 million, in a transaction that is expected to close by the end of Q2 19.

Subscription Revenue Services (SRS) and Devices Wind-Down - During the fourth quarter, Nuance decided to
wind down the Subscription Revenue Services (SRS) business because it is non-core to Nuance’s Al strengths.



The Company is also commencing the wind-down of the consumer-focused Devices business.

Operational Transformation Program - In tandem with the Company’s strategic portfolio review, Nuance is
optimizing its organizational structure. This process has identified $50 million in cost savings that will be
implemented in fiscal year 2019, primarily during the first and second quarter.

Capital Allocation

In Q3 18, the Company implemented a capital allocation strategy for the fiscal year focused on opportunistic
share repurchase and debt repayment. Accordingly, during fiscal year 2018, Nuance repurchased a total of 9.7
million shares of common stock, representing 3.3% of total shares outstanding as of September 30, 2017, atan
average price of $14.03 per share, and a total purchase price of $136.1 million.

In addition, in Q4 18, the Company repaid $150 million of its 2020 5.375% high-yield bonds at par, reducing
annual cash interest expense by approximately $8.1 million. As a result, total debt maturity value is
approximately $2.44 billion as of September 30, 2018, down from $2.59 billion as of June 30, 2018, and the
Company’s net debt leverage ratio is 3.3.

Governance Improvements and Management Additions

Nuance refreshed its Board in September, naming four new independent directors and a new non-executive
Board Chair, bringing new talent, with a wealth of relevant expertise and relevant skills. Of the nine Board
members, seven have joined since December 2017 and eight are independent directors, including Lloyd Carney,
who was named the new chairman. Separately, on November 9, 2018, Nuance announced that its Board had
changed its Bylaws to enable holders of at least 20% of Nuance common stock outstanding to request that the
Company call a special meeting of stockholders.

Business Outlook

For a complete discussion on Nuance’s fourth quarter and fiscal year 2018 results and 2019 business outlook,
please see the Company’s Prepared Remarks document available

at https://investors.nuance.com/investors/financial-information/quarterly-results/default.aspx.

Please refer to the “Discussion of Non-GAAP Financial Measures,” and “GAAP to Non-GAAP Reconciliations,”
included elsewhere in this release, for more information regarding the company’s use of non-GAAP financial
measures.

Conference Call and Prepared Remarks

Nuance provides prepared remarks in combination with its press release. This quarter, the company is also
providing a PowerPoint presentation to accompany the conference call discussion to provide insights into the
business update. The prepared remarks are offered to provide shareholders and analysts with additional time
and detail for analyzing results in advance of the company’s quarterly conference call. The remarks will be
available at https://investors.nuance.com/investors/financial-information/quarterly-results/default.aspx in
conjunction with this press release but will not be read on the conference call.

Nuance will host an investor conference call today that will begin at 5:00 p.m. ET and will include management
comments followed by questions and answers. To access the live broadcast, and to view the PowerPoint
presentation that will accompany this call, please visit the Investor Relations section of Nuance’s website

at http://investors.nuance.com. The call can also be heard by dialing (877) 273-6124 or (647) 689-5393 at least
five minutes prior to the call and referencing conference code 2572316. A replay will be available shortly
following the conclusion of the call by dialing (800) 585-8367 or (416) 621-4642 and using the access code
2572316. The presentation will be available on the Nuance Investor Relations site after the call is completed.

About Nuance Communications, Inc.


https://investors.nuance.com/investors/financial-information/quarterly-results/default.aspx
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Nuance Communications, Inc. (NASDAQ: NUAN) is the pioneer and leader in conversational Al innovations that
bring intelligence to everyday work and life. The Company delivers solutions that understand, analyze and
respond to human language to increase productivity and amplify human intelligence. With decades of domain
and artificial intelligence expertise, Nuance works with thousands of organizations - in global industries that
include healthcare, telecommunications, automotive, financial services, and retail - to create stronger
relationships and better experiences for their customers and workforce. For more information, please visit
www.nuance.com.

Trademark reference: Nuance and the Nuance logo are registered trademarks or trademarks of Nuance
Communications, Inc. or its affiliates in the United States and/or other countries. All other trademarks
referenced herein are the property of their respective owners.

Safe Harbor and Forward-Looking Statements

Statements in this document regarding future performance and our management’s future expectations, beliefs,
goals, plans or prospects constitute forward-looking statements within the meaning of the Private Securities
Litigation Reform Act of 1995. Any statements that are not statements of historical fact (including statements
containing the words “believes,” “plans,” “anticipates,” “expects,” "intends" or “estimates” or similar
expressions) should also be considered to be forward-looking statements. There are a number of important
factors that could cause actual results or events to differ materially from those indicated by such forward-
looking statements, including but not limited to: the ability to effect the separation and spin-off of our Auto
business; our ability to close the sale of our Imaging business; our ability to successfully wind down certain
products or business lines; fluctuations in demand for our existing and future products; fluctuations in the mix
of products and services sold in specific periods; further unanticipated costs resulting from the FY17 malware
incident including potential costs associated with litigation or governmental investigations that may result from
the incident; our ability to control and successfully manage our expenses and cash position; our ability to
develop and execute in a timely manner our productivity and cost initiatives; the effects of competition,
including pricing pressure, and changing business models in the markets and industries we serve; changes to
economic conditions in the United States and internationally; uncertainties associated with the transition of our
chief executive officer, and the addition of a number of new directors; the imposition of tariffs or other trade
measures particularly between the United States and China; potential future impairment charges related to our
newly reorganized business reporting units; fluctuating currency rates; possible quality issues in our products
and technologies; our ability to successfully integrate operations and employees of acquired businesses; the
conversion rate of bookings into revenue; the ability to realize anticipated synergies from acquired businesses;
and the other factors described in our most recent Form 10-K, Form 10-Q and other filings with the Securities
and Exchange Commission. We disclaim any obligation to update any forward-looking statements as a result of
developments occurring after the date of this document.
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Definitions of Bookings and Net New Bookings

Bookings. Bookings represent the estimated gross revenue value of transactions at the time of contract
execution, except for maintenance and support offerings. For fixed price contracts, the bookings value
represents the gross total contract value. For contracts where revenue is based on transaction volume, the
bookings value represents the contract price multiplied by the estimated future transaction volume during the
contract term, whether or not such transaction volumes are guaranteed under a minimum commitment clause.
Actual results could be different than our initial estimates. The maintenance and support bookings value
represents the amounts billed in the period the customer is invoiced. Because of the inherent estimates
required to determine bookings and the fact that the actual resultant revenue may differ from our initial
bookings estimates, we consider bookings one indicator of potential future revenue and not as an arithmetic
measure of backlog.

Net new bookings. Net new bookings represents the estimated revenue value at the time of contract execution
from new contractual arrangements or the estimated revenue value incremental to the portion of the



transaction value attributable to renewals under pre-existing arrangements. Constant currency for net new
bookings is calculated using current period net new bookings denominated in currencies other than United
States dollars, converted into United States dollars using the average exchange rate for those currencies from
the prior year period rather than the actual exchange rate in effect during the current period.

Discussion of non-GAAP Financial Measures

We believe that providing the non-GAAP information to investors, in addition to the GAAP presentation, allows
investors to view the financial results in the way management views the operating results. We further believe
that providing this information allows investors to not only better understand our financial performance, but
more importantly, to evaluate the efficacy of the methodology and information used by management to
evaluate and measure such performance. The non-GAAP information included in this press release should not
be considered superior to, or a substitute for, financial statements prepared in accordance with GAAP.

We utilize a number of different financial measures, both Generally Accepted Accounting Principles (“GAAP”)
and non-GAAP, in analyzing and assessing the overall performance of the business, for making operating
decisions and for forecasting and planning for future periods. Our annual financial plan is prepared both on a
GAAP and non-GAAP basis, and the non-GAAP annual financial plan is approved by our board of directors.
Continuous budgeting and forecasting for revenue and expenses are conducted on a consistent non-GAAP basis
(in addition to GAAP) and actual results on a non-GAAP basis are assessed against the non-GAAP annual
financial plan. The board of directors and management utilize these non-GAAP measures and results (in addition
to the GAAP results) to determine our allocation of resources. In addition, and as a consequence of the
importance of these measures in managing the business, we use hon-GAAP measures and results in the
evaluation process to establish management’'s compensation. For example, our annual bonus program
payments are based upon the achievement of consolidated non-GAAP revenue and consolidated non-GAAP
earnings per share financial targets. We consider the use of non-GAAP revenue helpful in understanding the
performance of our business, as it excludes the purchase accounting impact on acquired deferred revenue and
other acquisition-related adjustments to revenue. We also consider the use of non-GAAP earnings per share
helpful in assessing the organic performance of the continuing operations of our business. By organic
performance we mean performance as if we had owned an acquired business in the same period a year ago. By
constant currency organic performance, we mean performance excluding the effect of current foreign currency
rate fluctuations. By continuing operations, we mean the ongoing results of the business excluding certain
unplanned costs. While our management uses these non-GAAP financial measures as a tool to enhance their
understanding of certain aspects of our financial performance, our management does not consider these
measures to be a substitute for, or superior to, the information provided by GAAP financial statements.
Consistent with this approach, we believe that disclosing non-GAAP financial measures to the readers of our
financial statements provides such readers with useful supplemental data that, while not a substitute for GAAP
financial statements, allows for greater transparency in the review of our financial and operational performance.
In assessing the overall health of the business during the three and twelve months ended September 30, 2018
and 2017, our management has either included or excluded items in seven general categories, each of which is
described below.

Acquisition-related revenue and cost of revenue.

We provide supplementary non-GAAP financial measures of revenue that include revenue that we would have
recognized but for the purchase accounting treatment of acquisition transactions. Non-GAAP revenue also
includes revenue that we would have recognized had we not acquired intellectual property and other assets
from the same customer. Because GAAP accounting requires the elimination of this revenue, GAAP results alone
do not fully capture all of our economic activities. These non-GAAP adjustments are intended to reflect the full
amount of such revenue. We include non-GAAP revenue and cost of revenue to allow for more complete
comparisons to the financial results of historical operations, forward-looking guidance and the financial results
of peer companies. We believe these adjustments are useful to management and investors as a measure of the
ongoing performance of the business because, although we cannot be certain that customers will renew their



contracts, we have historically experienced high renewal rates on maintenance and support agreements and
other customer contracts. Additionally, although acquisition-related revenue adjustments are non-recurring with
respect to past acquisitions, we generally will incur these adjustments in connection with any future
acquisitions.

Acquisition-related costs, net.

In recent years, we have completed a number of acquisitions, which result in operating expenses, which would
not otherwise have been incurred. We provide supplementary non-GAAP financial measures, which exclude
certain transition, integration and other acquisition-related expense items resulting from acquisitions, to allow
more accurate comparisons of the financial results to historical operations, forward looking guidance and the
financial results of less acquisitive peer companies. We consider these types of costs and adjustments, to a
great extent, to be unpredictable and dependent on a significant number of factors that are outside of our
control. Furthermore, we do not consider these acquisition-related costs and adjustments to be related to the
organic continuing operations of the acquired businesses and are generally not relevant to assessing or
estimating the long-term performance of the acquired assets. In addition, the size, complexity and/or volume of
past acquisitions, which often drives the magnitude of acquisition related costs, may not be indicative of the
size, complexity and/or volume of future acquisitions. By excluding acquisition-related costs and adjustments
from our non-GAAP measures, management is better able to evaluate our ability to utilize our existing assets
and estimate the long-term value that acquired assets will generate for us. We believe that providing a
supplemental non-GAAP measure, which excludes these items allows management and investors to consider
the ongoing operations of the business both with, and without, such expenses.

These acquisition-related costs fall into the following categories: (i) transition and integration costs; (ii)
professional service fees and expenses; and (iii) acquisition-related adjustments. Although these expenses are
not recurring with respect to past acquisitions, we generally will incur these expenses in connection with any
future acquisitions. These categories are further discussed as follows:

(i) Transition and integration costs. Transition and integration costs include retention payments, transitional
employee costs, and earn-out payments treated as compensation expense, as well as the costs of integration-
related activities, including services provided by third-parties.

(ii) Professional service fees and expenses. Professional service fees and expenses include financial advisory,
legal, accounting and other outside services incurred in connection with acquisition activities, and disputes and
regulatory matters related to acquired entities.

(iii) Acquisition-related adjustments. Acquisition-related adjustments include adjustments to acquisition-related
items that are required to be marked to fair value each reporting period, such as contingent consideration, and
other items related to acquisitions for which the measurement period has ended, such as gains or losses on
settlements of pre-acquisition contingencies.

Amortization of acquired intangible assets.

We exclude the amortization of acquired intangible assets from non-GAAP expense and income measures.
These amounts are inconsistent in amount and frequency and are significantly impacted by the timing and size
of acquisitions. Providing a supplemental measure which excludes these charges allows management and
investors to evaluate results “as-if” the acquired intangible assets had been developed internally rather than
acquired and, therefore, provides a supplemental measure of performance in which our acquired intellectual
property is treated in a comparable manner to our internally developed intellectual property. Although we
exclude amortization of acquired intangible assets from our non-GAAP expenses, we believe that it is important
for investors to understand that such intangible assets contribute to revenue generation. Amortization of
intangible assets that relate to past acquisitions will recur in future periods until such intangible assets have
been fully amortized. Future acquisitions may result in the amortization of additional intangible assets.

Non-cash expenses.
We provide non-GAAP information relative to the following non-cash expenses: (i) stock-based compensation;
and (ii) non-cash interest. These items are further discussed as follows:



(i) Stock-based compensation. Because of varying valuation methodologies, subjective assumptions and the
variety of award types, we believe that excluding stock-based compensation allows for more accurate
comparisons of operating results to peer companies, as well as to times in our history when stock-based
compensation was more or less significant as a portion of overall compensation than in the current period. We
evaluate performance both with and without these measures because compensation expense related to stock-
based compensation is typically non-cash and the options and restricted awards granted are influenced by the
Company’s stock price and other factors such as volatility that are beyond our control. The expense related to
stock-based awards is generally not controllable in the short-term and can vary significantly based on the
timing, size and nature of awards granted. As such, we do not include such charges in operating plans. Stock-
based compensation will continue in future periods.

(ii) Non-cash interest. We exclude non-cash interest because we believe that excluding this expense provides
senior management, as well as other users of the financial statements, with a valuable perspective on the cash-
based performance and health of the business, including the current near-term projected liquidity. Non-cash
interest expense will continue in future periods.

Other expenses.

We exclude certain other expenses that result from unplanned events outside the ordinary course of continuing
operations, in order to measure operating performance and current and future liquidity both with and without
these expenses. By providing this information, we believe management and the users of the financial
statements are better able to understand the financial results of what we consider to be our organic, continuing
operations. Included in these expenses are items such as restructuring charges, asset impairments and other
charges (credits), net, and losses from extinguishing our convertible debt. Other items such as consulting and
professional services fees related to assessing strategic alternatives and our transformation programs,
implementation of the new revenue recognition standard (ASC 606), and expenses associated with the malware
incident and remediation thereof are also excluded.

Non-GAAP income tax provision.

Effective Q2 2017, we changed our method of calculating our non-GAAP income tax provision. Under the prior
method, we calculated our non-GAAP tax provision using a cash tax method to reflect the estimated amount we
expected to pay or receive in taxes related to the period, which is equivalent to our GAAP current tax provision.
Under the new method, our non-GAAP income tax provision is determined based on our non-GAAP pre-tax
income. The tax effect of each non-GAAP adjustment, if applicable, is computed based on the statutory tax rate
of the jurisdiction to which the adjustment relates. Additionally, as our non-GAAP profitability is higher based on
the non-GAAP adjustments, we adjust the GAAP tax provision to remove valuation allowances and related
effects based on the higher level of reported non-GAAP profitability. We also exclude from our non-GAAP tax
provision certain discrete tax items as they occur, which in fiscal year 2018 also includes certain impacts from
the Tax Cuts and Jobs Act of 2017.

Contact Information

Richard Mack

Nuance Communications, Inc.
Tel: 781-565-5000

Email: richard.mack@nuance.com

Financial Tables Follow
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Muance Communications, Inc.
Condensed Comnsolidated Statements of Operations
{inthowsands, exept per share amounts)

Unaudited
Three months ended Twehe months ended
September 30, Septemnber 30
2018 M7 2018 2017
Rewvenues:
Professional senices and hosting 5 213889 3 213298 5 1,049.448 5 97893
Product and licersing 152, 454 170,153 884,230 835,391
Mainterance and support 2,082 £2.489 F 7983 37T 078
Total revenues 532 905 485910 2,051,881 1,939 382
Cost of ewenues:
Professional senices and hosting 181,857 182,348 881,518 850,849
Product and licersing 19,999 19,195 77088 T4004
Mainterence and support 18,317 13,848 53,095 54054
Amortization of intangible assets 12 977 18,388 RE 873 848583
Total cost of reverues 209 850 211 759 273570 253800
Gross profit 232 955 254 151 1,178,091 1,085 582
Crperating expenses:
Research and development 22,048 a8,978 3053223 288,097
Sales and marketing 95,945 108,829 388,205 358,130
General and adminis rative 51,241 43040 228774 188,877
Amortization of intangible assets 2,242 25984 91,093 113,895
Acquis ition-related costs, net 3,204 5822 16,101 27740
Restructuring ard other charges, ret 30,512 2,405 53,498 81,084
Impairment of goodwill ard other intangible assets 33,024 - 170,241 -
Total cperating sxpenses 217 985 272005 1,285 035 1,033 593
Income { bss ) from operations 4,970 {17 854) (25,544 51,985
Other expenses, ret {31.439) {37 8a2) {129,791} {170, 984
Loss before income taxes {28,469) {55.548) {218,735 {119,015}
Prowision | berefit) for nocome tees 8 597 987 {58807 1,981
Met bss 5 (35088 S5 (65424 5 (1509928 _5 (150906
Met loss per share:
Besic ] {0.12) S (023} 5 {055 _5 {0.55
Diled 5 {0.12} S 023} S {058 5 (0.5
Weighted average common shares cutstanding:
Besic 287 052 288 718 291318 289 348

Dilted 287 052 288 718 291 318 283 345
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Muance Communications, Inc.
Condersed Consolidated Balance Sheets
(in thousands)

ASSETS September 30, 20138 September 30, 2017
Lnaudited
Current assets:
(Cash and cash equivalents 5 315,963 5 592 299
Marketable securities 135,579 251 931
Accownts receivable, net 378,832 395, 382
Frepaid expenses and ather current assets ag 257 A8, 269
Total current assets 928,621 1,327,941
Marketable securities 21,932 29 844
Land, bulding and equipment, net 165,894 176, 548
= oodwill 3,504 457 3,590,608
Intangible assets, net h44 508 664, 474
Other assets 141,957 142 508
Total assets 5 5. 302 379 5 5031923
LIABILITIE 5 AND STOCKHOLDERS EQUITY
Current liabilities:
Current portion of long-term debt 5 - 5 376,121
Contingert and deferred acquisition payments 14,211 28,860
Accounts payable, accrued expenses and other current liabilities 366,160 340,505
Deferred revenue 383 793 366 042
Total current liabilities 764,164 1,111,528
Longterm debt 2,185,361 2241, 283
Deferred revenue, net of currert portion 488 177 423 929
Other liabilities 146 181 223 801
Total liabilities 3.584 883 4 000,541
Stockholders equity 1,717 496 1,831, 382
Totalliabilties and stockholders’ equity 5 5302379 5 5,931,923




Muance Communications, nc.
Conzolidated Sttements of Cash Flows

{in thowsands)
Linzudited

Cash flows from ope@ting activities:
Met loss
Adjustments to reconcile net loss © net cash prowded by operating activties:
Ceprecistion and amortzation
Stock-based compensation
Mon-zash inlerest expenss
Ce&red B¢ provsion [bensit)
{Gain) loss on extinguishment of debt
Impaimuent of goodwill and other inEngible asssts
Imipaiment of beed assets
Orther
Changes in operating assets and liabilities, excluding efects of soguisifions:
Acoounts eceisble
Prepaid expenses and other asssts
Accounts payshls
Acorusd expenses and other lizhilities
Ce®msd mwenue
MNet cash provded by {used in) operating a6 ities.
Cash flowes from inve sting activities:
Cap sl expenditures
Fayments ©r business and ass=t acquisitions, net of cash soguisd
FPurchases of marketable securties and other investments
FProocesds fom ssles and maturities of marketable secunties and otherinestments
MNet cash provded by {used in) inwvesting activities
Cash flow s from financing activitie s:
Repayment and edemption of debt
Procesds from issuance of long-term debt, net ofissuance costs
Fayments or mpurchass of common stock
Aocaqui sition payments with extended payment Ems
Procesds fom issuance of common siock fom employes stock plans
Fayments for Bxes related to net share settlement of equity awards
Other financing act ties
MNet cash {used in} provdded by financing activties
E fects of exchange rate changss on cash and cash eguialents
Met [decreass) increase in cash and cash equinslents
Cash and cash equisslents at beginning of penod
Cash and cash eguisalents at end of penicd

Three months ended

Twele months ended

Sepember 30, September 30,
2018 2017 2018 207
3 (E50EE 3 (En424) 3 oQ1EEEIE 3(130.EE)
45,143 59,458 210,318 234,413
43,8458 32,463 150, TE5 154,272
12, 106060 16,383 459,091 59,295
3,501 {1,507) &r.217) 4 BEE
{348} - {348) 18, 585
33,034 - 170,541 -
8,770 - 10,550 16,351
1,335 4144 2,230 8,403
17,6534 {34,481) 15,541 {5, 345)
{1,554} {(1:30) {20, 3:8:5) {14,881}
{10,304} {13,418} {14,315) {1,207}
25,175 13,080 260,847 5,040
1,967 {13,668) 86,212 45, B85
145,403 {3, 450) 444 45 78 8ar
(5.220) (27.202) {42.243) 21225}
{545} {3,545) {110,170} {113,785}
{43, 2500 {140, 4048) {201, 5a5) (332, 4700
64,018 67,420 323,695 173,854
5,843 {104,335) @7, 315) {334, 210)
{150, Oeeg - 481,172) {034 055}
- {5549) - 83T 482
24,111} - {136, D) {99,077}
{4,073} - {24 842 -
5,023 8,701 18,384 17,383
(2.244) (1.578) £5.256) (34055}
157} {15%) {1.233) {583}
{172,882 §,347 80, 348) a7, 051
{1, 580} 173 3. 055 {1,025}
{15,258} {101,285) {276, 338) 110,875
331,259 893,594 592,79 481,520
¥ MesEd 3 B2 3 MESEI 3 BE2ZES




GAAP revenues

Apquis itionrelated revenue adjus tments | profess ional senices and hos ting

{in thous ands}
Unaudited

Acquis itionrelated revenue adjus trents ; product and licensing
Arcquis itionrelated revenue adjus trments : maintenance and support

Hon-GAAP rwenues

GAAP cog of revenues

Cost of revenues fom amaortization of intangible assets

Cost of revenues adjustments: profess ional senices and hosting (1)

Cost of revenues adjustments: product and licensing {1}
Cost of revenues adjustments: maintenance and s upport {1)

Mon-GAAP cost of revenues

GAAP gross profit
Gross profit adjus tments
Hoen-GAAP gross profit

GAAP income (loss from operations
Gross profit adjus tments
Research and desslopment {1}
Sales and marketing {1}
General and adminis trat ive (1)
Acquis itionrelated costs, net
Amortization of intangible sssets
Restructuring and other charges, net
Impairment of goodwil| and other intangible ass ets
Other

Hoen-GAAP income from operations

GAAP loss before income taxes
Gross profit adjus tments
Research and deselopment {1)
Sales and marketing {1)
General and adminis trat e (1)
Acguis itionrelated costs, net
Amortizstion of intangible sssets
Restructuring and cther charges, net
Mon-cas hinterest expense
{Gain) loss on exdinguis hment of debt
Impairment of goodwil| and other intangible ass ets
Cther [4)

Nen-GAAP income before income taxes

Muance Communications, Inc.
Supplemental Financial Information - GAAP to Non-GAAP Reconciliations

Three months ended

Terehe months ended

September 30, September 30,
2018 2017 2018 2017
5 532905 35 485910 5 2,051,881 5 1,939382
1,374 2,044 4548 10,553
1,228 §,484 12401 28482
148 24 372 1,014
5 538,213 5§ 474,852 5 2,088382 5 1,977,393
§ 209950 3 211,759 5 &risnm 5 853200
{12,977) {15, 3848) {58,873 {84,853)
{10,709 {4,087) {31,299 {28,9482)
(224 (50} &1 (348)
12,085 (850) {5,126) (3.787)
§ 183,855 S 120,808 § Tr9488 § THHETD
§ 322855 E 254,181 5 1,178,091 % 1085582
28,403 29,885 111,836 135,859
§ 352,358 § 284048 5 1,289928 5 1,221.8XH
5 44970 § (17.854) 5 (88944 S 51989
25,403 29,885 111,835 135,959
13,771 8,554 40,087 33,081
11,123 10,845 39 8655 45,813
5 B35 10,289 33,801 423
3,264 5,889 18,101 27,740
21,242 25,5684 91,093 113,895
20,512 21,4058 83,458 81,054
23,024 - 170,841 -
10,774 2,285 59,700 10,285
5 183,423 § 8B.,082 5 539788 5 B22077
5 (B489% 35 (E58H48 3 (21873® 3 (119015
29,403 29,885 111,835 135,959
13,771 g,504 40,087 33,081
11,123 10,845 39 855 45813
5, B35 10,2859 33,801 423
3,254 5,889 18101 27,740
21,242 25,984 91,093 113,895
30,512 21,405 83,458 81,054
12,000 16,283 49,09 59 295
{248) - {348) 18,585
23,024 - 170,841 -
10,274 2,285 558,700 10,285
5 143842 § 78,753 5 458720 5 428953

{4} Includes approcimately 8.1 millicn and 351.8 millicn in profess ional senices cos ts related to evaluating strategic atternatives for
certain busines ses and establishing cur Automotve bus iness &5 an independent reporting segment, for the thres and twelve months ended

Septernber 30, 2018, respect vehy .



Muance Communications, Inc.
Supplemental Financial Information - GAAP to Mon-GAAP Reconciliations, continued
(inthousands, except per share amounts)

Linaudited

Three months ended

Twele months ended

September 30, September 30,
2018 2007 2018 2017
GAAP provison (benefit) for income taxes 8897 & 987 F (BEE0T) B 31,981
Income tax effect of Mon-GAAP adiustments 36,854 44 971 134, 086 184, 020
Removal of valuation allowance and other items (6,800) [39,053) (54, 040) (95,5158)
Remaoval of discrete items(3) (F 496) 748 83,573 (572)
HonGAAP provision for income taxes 5 31656 & 16538 & 106812 3 119 914
GAAP net loss % (35,066) F (B5424) F (159928} § (150,996)
Acquisition-related adjustment - revenues (2) 3,308 8,742 17, 721 38,029
Acquisition-related costs, net 3,264 BG83 16, 101 27,740
Cost of revenue from amortiz ation of intangible assets 12 977 16,366 R, 873 B4 BA3
Amortization of intangible assets 21,242 28,964 a1,083 113,895
Restructuring and other charges, net 30,512 21,408 A3, 488 61,054
(Gain) loss on extinguishment of debt (348) - [(348) 18, 5hEh
Impainment of goodwill and other intangible assets 33,034 - 170, 941 -
Stock-based compensation (1) 43 848 324685 150,735 154, 272
Mon-cash interest expense 12,000 16,383 49 0 59, 295
Adjustment to income tax expense (22 BEE) (6,661) (1163,619) (87, 933)
Other (4) 10,274 2,286 50,700 10,264
HonGAAP netincome 3 1M2437 % 60215 F 351,908 F 300038
NonGAAP diluted netincome per shane pi] 038 & 020 & 1.19 ] 1.05
Diluted weighted average commaon sharesoutstanding 294 088 295,004 295 331 295,129

(3) As aresult of the Tax Cuts and Jobs Act ("TCIAT), weremeasured certain deferred tax assets and liabilities at the
lower rates and recorded approximately $92.9 million of tax benefits for fiscal year 2018, Additionally, we recorded a
35,8 million provision for the deemed repatriation of foreign cash and earnings, which is estimated based upon

estimat ed foreign eamings and foreign income taxes.

4} Includes approximately $8.1 million and $51.6 million in professional sendces costs related to evaluating strategic
alternatives for certain businesses and establishing our Automotive business as an independent reporting segment,
for the three and tweke months ended September 30, 2018, respectively.



Muance Communications, Inc.
Supplemental Financial Information - GAAP to Non-GAAP Recondliations, continued
(in thousands)

Unaudited

Three months ended

Twehe months ended

September 30, September 30,
218 207 2Me 2017
(1} Stock-based com pensation
Cost of professional sendces and hosting g 10708 35 4 067 g 3255 28562
Cost of product and licensing 324 20 816 48
Cost ofmaintenance and support 2 085 650 5126 3,767
Research and dewelopment 13,771 6,064 40 087 33,061
Sales and marketing 11,123 10,845 39,656 45,8613
General and administrative 3,836 10,269 33,801 42 321
Total 3 438483 § 32465 $ 150785 § 154272
2} Acquisition-related revenue
Revenues £ 3308 & 8742 g 177 &5 383025
Total g 3308 5§ 2,742 S 17721 & 323029
MEnce Communlcaiions, Inc
Suwokmentzl Francil nformzatbn - SAAR to Non-SAAR Reconc lEtons. contiusd
{h millbores)
Uraudied
Hos ting Revenuss @ a2 as a4 T @1 @z @3 o G
7 27 w17 7 27 2013 01z 2013 03 1
CAAF FEVETIR S e s e e e §1e33 S22 51884  §i4E0 A 31551 51944 31802 52013 ST
ACJEITRIE e 3 27 31 20 101 12 1.0 1.4 1.2 438
Mo -CANE REEREE e 1256 52043 51925 51309 7430 $1363 51954 51217  §MIE 759
Maintena nes and Support Revenues @l @2 ra a4 F¥ @1 @z @3 ] F¥
27 2017 w17 27 2017 2013 01z 2013 2013 01
CAMP FEVENUSE 3RS 3E 6 =05 L3 327 1 0.8 Fad oy 57a 53180
AEEEIMERE e e 0z 04 oz 0z 10 A oA ai Qi 04
Nor-EAME RERIES 82T =] 07 27 $328.1 $50.9 A5 3798 3752 53184
@ a2 as a4 Fr @1 @z @3 o Fr
Perpetual Product and Licansing Revenuss 2017 27 w17 27 2017 2013 01z 2013 2013 1
CAAP FEVEMEES o e e TAY TS L TR 7.3 5306.0 STEE A0 LT ez FEME
BEREIMEIL e e e e e 07 P as 04 2.4 04 03 a4 il 16
Mo -CANE REEREE e 3793 3770 44 VY 33084 3762 R 7.2 $9E.E ]
Recurmng Product 3nd Licens ing Revenuss @ a2 as a4 Fr a1 az @3 7] Fr
2017 2017 017 2017 2017 2013 018 2013 2013 2018
CAAR FEVENIIES e e e ETER 3828 FB0a 828 F3x4 A2 83 1.8 | 33587
AEEIMENE e et e e e 5.1 Vi 50 61 241 54 27 1.4 1.3 108
DTG AAP FEVEMUEE e T 3906 F53.4 5.9 53535 e 3209 FEEN 56 33704
Profe &6 b ) 3ol wic sE ReVenles @ e o3 o4 ¥ @ @z @3 4 ¥
2017 27 w17 27 2017 2013 01z 2013 2013 1
CAAP FEVEMEES o e e 3601 e s W43 52431 rag 0z W4z oA 52TR3
ACJEITRIE e 0z 0.1 a1 i 0.5 a1 - - - a2
MO EAAE REBIES e s 5603 3357 ¥z  Wid G E 740 3802 3642 6501 527ES
Total Recurring Revenues el az a3 24 Fr a1 Q2 e o4 Fr
2017 2017 017 2017 2017 2013 018 2013 2013 2018
CAAR FEVENIIES e e e 3530 FT02Z 0 33545 33186 54064 53553 33650 5359 FITE | SABAZ
AdpEtmEnt 75 114 ar 4z A 549 a8 2z 27 16.3
MO -G AKE FEEMEE oo $3605 53517 5332 53365 | S1443 %522 5¥A5 3347 $3B/0E | 14805

Schedules may not 20d dus o noonding



