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Item 2.02. Results of Operations and Financial Condition

On March 28, 2023, Progress Software Corporation ("Progress") issued a press release announcing its financial results for the fiscal first quarter ended February 28, 2023. A copy of the press release is attached to this Current Report on Form 8-K as Exhibit 99.1 and is incorporated herein by reference.

The information furnished pursuant to this Item 2.02, including Exhibit 99.1, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the "Exchange Act"), or otherwise subject to the liability of that Section, and shall not be incorporated by reference into any other filing by Progress under the Securities Act of 1933, as amended (the "Securities Act"), or the Exchange Act, whether made before or after the date of this report, regardless of any general incorporation language in the filing.

Item 7.01. Regulation FD Disclosure

In connection with the issuance of the press release attached hereto as Exhibit 99.1, the supplemental data attached as Exhibit 99.2 to this Current Report will be available on the Progress website within the investor relations section prior to the live conference call.

The information furnished pursuant to this Item 7.01, including Exhibit 99.2, shall not be deemed “filed” for purposes of Section 18 of the Exchange Act, or otherwise subject to the liability of that Section, and shall not be incorporated by reference into any other filing by Progress under the Securities Act or the Exchange Act, whether made before or after the date of this report, regardless of any general incorporation language in the filing.

Item 9.01. Financial Statements and Exhibits

	(d) Exhibits.
	
	
	
	
	

	Exhibit No.
	
	
	Description
	

	99.1
	
	
	Press release issued by Progress Software Corporation on March 28, 2023
	

	99.2
	
	
	Q1 2023 Supplemental Data

	
	
	
	
	

	104
	
	
	Cover Page Interactive Data File (embedded within the Inline XBRL document)
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned hereunto duly authorized.


	Date:
	March 28, 2023
	Progress Software Corporation

	
	
	By:
	/s/ ANTHONY FOLGER

	
	
	
	Anthony Folger

	
	
	
	Chief Financial Officer
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P R E S S A N N O U N C E M E N T

Progress Announces First Quarter 2023 Financial Results

Revenue and Earnings Per Share Exceed Guidance

ARR surges to $569M; MarkLogic Integration Underway

BURLINGTON, Mass, March 28, 2023 (GlobeNewswire) — Progress (Nasdaq: PRGS), the trusted provider of infrastructure software, today announced financial results for its fiscal first quarter ended February 28, 2023.

First Quarter 2023 Highlights1:

· Revenue of $164.2 million increased 13% year-over-year on an actual currency basis, and 15% on a constant currency basis.

· Non-GAAP revenue of $165.6 million increased 12% year-over-year on an actual currency basis, and increased 14% on a constant currency basis.

· Annualized Recurring Revenue (“ARR”) of $569 million increased 20% year-over-year on a constant currency basis.

· Operating margin was 22% and Non-GAAP operating margin was 44%.

· Diluted earnings per share was $0.53 compared to $0.46 in the same quarter last year, an increase of 15%.

· Non-GAAP diluted earnings per share was $1.19 compared to $0.97 in the same quarter last year, an increase of 23%.

“Our fiscal 2023 started off very strong, with excellent results across virtually all products and geographies and a continuation of the strong demand and superb execution we saw in 2022,” said Yogesh Gupta, CEO at Progress. “Our customers continue to depend heavily on Progress products for reliable, cost-effective, highly functional solutions that help them develop, deploy and manage their high-impact business applications in difficult macroeconomic conditions. Importantly, our integration of MarkLogic, which closed just a couple of weeks before quarter-end, is gaining steam. We are thrilled to welcome our new team-members and look forward to their continued contributions through the year.”

	Additional financial highlights included:
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Three Months Ended
	
	
	
	

	
	
	
	
	
	GAAP
	
	
	
	
	
	
	Non-GAAP1
	

	(In thousands, except percentages and per share amounts)
	
	February 28, 2023
	
	February 28, 2022
	% Change
	
	February 28, 2023
	
	February 28, 2022
	% Change

	Revenue
	$
	164,226
	
	$
	144,922
	
	13 %
	
	$
	165,611
	
	$
	147,505
	
	12 %

	Income from operations
	$
	35,588
	
	$
	29,432
	
	21 %
	
	$
	72,432
	
	$
	58,732
	
	23 %

	Operating margin
	
	22 %
	
	
	20 %
	
	200 bps
	
	44 %
	
	
	40 %
	
	400 bps

	Net income
	$
	23,674
	
	$
	20,454
	
	16 %
	
	$
	52,759
	
	$
	43,560
	
	21 %

	Diluted earnings per share
	$
	0.53
	
	$
	0.46
	
	15 %
	
	$
	1.19
	
	$
	0.97
	
	23 %

	Cash from operations (GAAP) /Adjusted free cash flow (Non-GAAP) $
	46,767
	
	$
	44,093
	
	6 %
	
	$
	46,871
	
	$
	44,681
	
	5 %



Other fiscal first quarter 2023 metrics and recent results included:

•	Cash, cash equivalents and short-term investments were $122.9 million at the end of the quarter.

•	Days sales outstanding was 42 days compared to 52 days in the fiscal first quarter of 2022 and 62 days in the fiscal fourth quarter of 2022.

•	On March 17, 2023, our Board of Directors declared a quarterly dividend of $0.175 per share of common stock which will be paid on June 15, 2023 to shareholders of record as of the close of business on June 1, 2023.
[image: ]


1 See Important Information Regarding Non-GAAP Financial Information and a reconciliation of non-GAAP adjustments to Progress’ GAAP financial results at the end of this press release.
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Anthony Folger, CFO, said: “I’m very pleased with our first quarter results, driven by a strong top line performance across nearly every product line. ARR of $569M grew 20% in constant currency and 4% on a pro-forma basis, while net retention rates increased to 102%. Operating margins came in strong at almost 44%, and our balance sheet remains in great shape, with modest net leverage.”

2023 Business Outlook

Progress provides the following guidance for the fiscal year ending November 30, 2023 and the fiscal second quarter ending May 31, 2023:


(In millions, except percentages and per share amounts)

Revenue

Diluted earnings per share

Operating margin

Cash from operations (GAAP) /
Adjusted free cash flow (Non-GAAP)

Effective tax rate

(In millions, except per share amounts)

Revenue

Diluted earnings per share



	Updated FY 2023 Guidance
	Prior FY 2023 Guidance

	(March 28, 2023)
	
	
	(January 17, 2023)
	

	GAAP
	Non-GAAP1
	
	GAAP
	
	
	
	Non-GAAP1

	$676 - $684
	
	
	$680 - $688
	
	$671 - $681
	
	
	$675 - $685

	$1.32 - $1.40
	
	
	$4.09 - $4.17
	
	$1.38 - $1.46
	
	
	$4.09 - $4.17

	15% - 16%
	
	
	38% - 39%
	
	
	16%
	
	
	38%

	$173 - $183
	
	
	$175 - $185
	
	$173 - $183
	
	
	$175 - $185

	20% - 21%
	
	
	20% - 21%
	
	20% -
	21%
	
	
	20% - 21%

	
	
	
	
	
	Q2
	2023 Guidance
	

	
	
	
	
	
	GAAP
	
	
	
	Non-GAAP1

	
	
	
	
	
	$167 - $171
	
	
	$168 - 172

	
	
	
	
	
	$0.12 - $0.16
	
	
	$0.88 - $0.92
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Based on current exchange rates, the expected currency translation impact on Progress' fiscal year 2023 business outlook compared to 2022 exchange rates on GAAP and non-GAAP revenue and GAAP and non-GAAP diluted earnings per share is not expected to be material from an accounting perspective. The expected negative currency translation impact on Progress' fiscal Q2 2023 business outlook compared to 2022 exchange rates on GAAP and non-GAAP revenue is approximately $1.0 million. The expected impact on GAAP and non-GAAP diluted Q2 2023 earnings per share is not expected to be material from an accounting perspective. To the extent that there are changes in exchange rates versus the current environment, this may have an impact on Progress' business outlook.

Conference Call

Progress will hold a conference call to review its financial results for the fiscal first quarter of 2023 at 5:00 p.m. ET on Tuesday, March 28, 2023. Participants must register for the conference call here: https://register.vevent.com/register/BIc9baf1a1c869434aafddfc9378718010. The webcast can be accessed at: https://edge.media-server.com/mmc/p/cgfomqnf. The conference call will include comments followed by questions and answers. Attendees must register for the webcast and an archived version of the conference call and supporting materials will be available on the Progress website within the investor relations section after the live conference call.
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Important Information Regarding Non-GAAP Financial Information

Progress furnishes certain non-GAAP supplemental information to our financial results. We use such non-GAAP financial measures to evaluate our period-over-period operating performance because our management team believes that by excluding the effects of certain GAAP-related items that in their opinion do not reflect the ordinary earnings of our operations, such information helps to illustrate underlying trends in our business and provides us with a more comparable measure of our continuing business, as well as greater understanding of the results from the primary operations of our business. Management also uses such non-GAAP financial measures to establish budgets and operational goals, evaluate performance, and allocate resources. In addition, the compensation of our executives and non-executive employees is based in part on the performance of our business as evaluated by such non-GAAP financial measures. We believe these non-GAAP financial measures enhance investors’ overall understanding of our current financial performance and our prospects for the future by: (i) providing more transparency for certain financial measures, (ii) presenting disclosure that helps investors understand how we plan and measure the performance of our business, (iii) affords a view of our operating results that may be more easily compared to our peer companies, and
(iv) enables investors to consider our operating results on both a GAAP and non-GAAP basis (including following the integration period of our prior and proposed acquisitions). However, this non-GAAP information is not in accordance with, or an alternative to, generally accepted accounting principles in the United States (“GAAP”) and should be considered in conjunction with our GAAP results as the items excluded from the non-GAAP information may have a material impact on Progress’ financial results. A reconciliation of non-GAAP adjustments to Progress' GAAP financial results is included in the tables at the end of this press release.

In the noted fiscal periods, we adjusted for the following items from our GAAP financial results to arrive at our non-GAAP financial measures:

· Acquisition-related revenue - We include acquisition-related revenue, which constitutes revenue reflected as pre-acquisition deferred revenue that would have been recognized prior to our adoption of Accounting Standards Update No. 2021-08, Business Combinations (Topic 805): Accounting for Contract Assets and Contract Liabilities from Contracts with Customers (“ASU 2021-08”) during the fourth quarter of fiscal year 2021. The acquisition-related revenue in our results relates to Chef Software, Inc. and Ipswitch, Inc., which we acquired on October 5, 2020 and April 30, 2019, respectively. Since GAAP accounting required the elimination of this revenue prior to the adoption of ASU 2021-08, GAAP results alone do not fully capture all of our economic activities. 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. Upon our adoption of ASU 2021-08, this adjustment is no longer applicable to subsequent acquisitions. The remaining adjustment is related to our acquisition of Chef and is expected to continue through the end of fiscal year 2023.
· Amortization of acquired intangibles - We exclude amortization of acquired intangibles because those expenses are unrelated to our core operating performance and the intangible assets acquired vary significantly based on the timing and magnitude of our acquisition transactions and the maturities of the businesses acquired. Adjustments include preliminary estimates relating to the valuation of intangible assets from MarkLogic Corporation (“MarkLogic”), which we acquired on February 7, 2023. The final amounts will not be available until the Company's internal procedures and reviews are completed.
· Stock-based compensation - We exclude stock-based compensation to be consistent with the way management and, in our view, the overall financial community evaluates our performance and the methods used by analysts to calculate consensus estimates. 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 these charges in operating plans.

· Restructuring expenses - In all periods presented, we exclude restructuring expenses incurred because those expenses distort trends and are not part of our core operating results. Adjustments include preliminary estimates relating to restructuring expenses from MarkLogic. The final amounts will not be available until the Company's internal procedures and reviews are completed.
· Acquisition-related expenses - We exclude acquisition-related expenses in order to provide a more meaningful comparison of the financial results to our historical operations and 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.

· Cyber incident - We exclude certain expenses resulting from the detection of irregular activity on certain portions of our corporate network, as more thoroughly described in the Form 8-K that we filed on December 19, 2022. Expenses include costs to investigate and remediate the cyber incident, as well as legal and other professional services related thereto.
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Cyber incident costs are provided net of expected insurance recoveries, although the timing of recognizing insurance recoveries may differ from the timing of recognizing the associated expenses. Costs associated with the enhancement of our cybersecurity program are not included within this adjustment. We expect to incur legal and other professional services expenses associated with this incident in future periods. The cyber incident is expected to result in operating expenses that would not have otherwise been incurred in the normal course of business operations. We believe that excluding these costs facilitates a more meaningful evaluation of our operating performance and comparisons to our past operating performance.
· Provision for income taxes - We adjust our income tax provision by excluding the tax impact of the non-GAAP adjustments discussed above.
· Constant currency - Revenue from our international operations has historically represented a substantial portion of our total revenue. As a result, our revenue results have been impacted, and we expect will continue to be impacted, by fluctuations in foreign currency exchange rates. As exchange rates are an important factor in understanding period-to-period comparisons, we present revenue growth rates on a constant currency basis, which helps improve the understanding of our revenue results and our performance in comparison to prior periods. The constant currency information presented is calculated by translating current period results using prior period weighted average foreign currency exchange rates. These results should be considered in addition to, not as a substitute for, results reported in accordance with GAAP.
· Annual Recurring Revenue ("ARR") - We provide an ARR performance metric to help investors better understand and assess the performance of our business because our mix of revenue generated from recurring sources has increased in recent years. ARR represents the annualized contract value for all active and contractually binding term-based contracts at the end of a reporting period. ARR includes maintenance, software upgrade rights, public cloud and on-premises subscription-based transactions and managed services. ARR does not have any standardized meaning and is therefore unlikely to be comparable to similarly titled measures presented by other companies. ARR should be viewed independently of revenue and deferred revenue and is not intended to be combined with, or to replace, either of those items. ARR is not a forecast and the active contracts at the end of a reporting period used in calculating ARR may or may not be extended or renewed by our customers.

We also provide guidance on adjusted free cash flow, which is equal to cash flows from operating activities less purchases of property and equipment, plus restructuring payments.

Note Regarding Forward-Looking Statements

This press release contains statements that are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, as amended. Progress has identified some of these forward-looking statements with words like “believe,” “may,” “could,” “would,” “might,” “should,” “expect,” “intend,” “plan,” “target,” “anticipate” and “continue,” the negative of these words, other terms of similar meaning or the use of future dates. Forward-looking statements in this press release include, but are not limited to, statements regarding Progress' business outlook (including the integration of MarkLogic) and financial guidance. There are a number of factors that could cause actual results or future events to differ materially from those anticipated by the forward-looking statements, including, without limitation: (i) economic, geopolitical and market conditions can adversely affect our business, results of operations and financial condition, including our revenue growth and profitability, which in turn could adversely affect our stock price; (ii) our international sales and operations subject us to additional risks that can adversely affect our operating results, including risks relating to foreign currency gains and losses; (iii) we may fail to achieve our financial forecasts due to such factors as delays or size reductions in transactions, fewer large transactions in a particular quarter, fluctuations in currency exchange rates, or a decline in our renewal rates for contracts; (iv) if the security measures for our software, services, other offerings or our internal information technology infrastructure are compromised or subject to a successful cyber-attack, or if our software offerings contain significant coding or configuration errors, we may experience reputational harm, legal claims and financial exposure; and (v) risks related to the disruption associated with the ongoing integration of MarkLogic. For further information regarding risks and uncertainties associated with Progress' business, please refer to Progress' filings with the Securities and Exchange Commission, including its Annual Report on Form 10-K for the fiscal year ended November 30, 2022. Progress undertakes no obligation to update any forward-looking statements, which speak only as of the date of this press release.
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About Progress

Dedicated to propelling business forward in a technology-driven world, Progress (Nasdaq: PRGS) helps businesses drive faster cycles of innovation, fuel momentum and accelerate their path to success. As the trusted provider of the best products to develop, deploy and manage high-impact applications, Progress enables customers to develop the applications and experiences they need, deploy where and how they want and manage it all safely and securely. Hundreds of thousands of enterprises, including 1,700 software companies and 3.5 million developers, depend on Progress to achieve their goals—with confidence. Learn more at www.progress.com.

Progress and Progress Software are trademarks or registered trademarks of Progress Software Corporation and/or its subsidiaries or affiliates in the U.S. and other countries. Any other names contained herein may be trademarks of their respective owners.


Investor Contact:

Michael Micciche

Progress Software

+1 781 850 8450

Investor-Relations@progress.com



Press Contact:

Erica McShane

Progress Software

+1 781 280 4000

PR@progress.com
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CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)

	
	
	
	
	
	
	
	
	Three Months Ended
	
	

	(In thousands, except per share data)
	
	
	February 28, 2023
	
	
	February 28, 2022
	
	% Change

	Revenue:
	
	
	
	
	
	
	
	
	
	
	
	

	Software licenses
	$
	57,568
	
	
	$
	42,750
	
	
	35 %

	Maintenance and services
	
	
	106,658
	
	
	
	
	102,172
	
	
	4 %

	Total revenue
	
	
	164,226
	
	
	
	
	144,922
	
	
	13 %

	Costs of revenue:
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of software licenses
	
	
	2,452
	
	
	
	
	2,609
	
	
	(6)%

	Cost of maintenance and services
	
	
	17,501
	
	
	
	
	15,145
	
	
	16 %

	Amortization of acquired intangibles
	
	
	6,264
	
	
	
	
	5,458
	
	
	15 %

	Total costs of revenue
	
	
	26,217
	
	
	
	
	23,212
	
	
	13 %

	Gross profit
	
	
	138,009
	
	
	
	
	121,710
	
	
	13 %

	Operating expenses:
	
	
	
	
	
	
	
	
	
	
	
	

	Sales and marketing
	
	
	33,754
	
	
	
	
	33,469
	
	
	1 %

	Product development
	
	
	30,438
	
	
	
	
	28,673
	
	
	6 %

	General and administrative
	
	
	18,786
	
	
	
	
	16,991
	
	
	11 %

	Amortization of acquired intangibles
	
	
	13,611
	
	
	
	
	11,722
	
	
	16 %

	Cyber incident
	
	
	2,692
	
	
	
	
	—
	*

	Restructuring expenses
	
	
	1,397
	
	
	
	
	511
	
	
	173 %

	Acquisition-related expenses
	
	
	1,743
	
	
	
	
	912
	
	
	91 %

	Total operating expenses
	
	
	102,421
	
	
	
	
	92,278
	
	
	11 %

	Income from operations
	
	
	35,588
	
	
	
	
	29,432
	
	
	21 %

	Other expense, net
	
	
	(5,664)
	
	
	
	
	(3,480)
	
	
	63 %

	Income before income taxes
	
	
	29,924
	
	
	
	
	25,952
	
	
	15 %

	Provision for income taxes
	
	
	6,250
	
	
	
	
	5,498
	
	
	14 %

	Net income
	$
	23,674
	
	
	$
	20,454
	
	
	16 %

	
	
	
	
	
	
	
	
	
	
	
	
	

	Earnings per share:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	$
	0.55
	
	
	$
	0.47
	
	
	17 %

	Diluted
	$
	0.53
	
	
	$
	0.46
	
	
	15 %

	Weighted average shares outstanding:
	
	
	
	
	
	
	
	
	
	
	
	

	Basic
	
	
	43,300
	
	
	
	
	43,981
	
	
	(2)%

	Diluted
	
	
	44,353
	
	
	
	
	44,708
	
	
	(1)%

	
	
	
	
	
	
	
	
	
	
	
	
	

	Cash dividends declared per common share
	$
	0.175
	
	
	$
	0.175
	
	
	
	— %

	Stock-based compensation is included in the condensed consolidated statements of operations, as follows:
	
	
	
	
	
	
	
	
	
	
	
	

	Cost of revenue
	$
	620
	
	
	$
	411
	
	
	51 %

	Sales and marketing
	
	
	1,495
	
	
	
	
	1,402
	
	
	7 %

	Product development
	
	
	2,998
	
	
	
	
	2,222
	
	
	35 %

	General and administrative
	
	
	4,639
	
	
	
	
	4,079
	
	
	14 %

	Total
	
	$
	9,752
	
	
	
	$
	8,114
	
	
	
	20 %



*not meaningful
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CONDENSED CONSOLIDATED BALANCE SHEETS

(Unaudited)

	(In thousands)
	
	February 28, 2023
	
	November 30, 2022

	Assets
	
	
	
	
	

	Current assets:
	
	
	
	
	

	Cash, cash equivalents and short-term investments
	$
	122,925
	
	$
	256,277

	Accounts receivable, net
	
	93,347
	
	
	97,834

	Unbilled receivables and contract assets, net
	
	33,596
	
	
	29,158

	Other current assets
	
	42,833
	
	
	42,784

	Total current assets
	
	292,701
	
	
	426,053

	Property and equipment, net
	
	14,981
	
	
	14,927

	Goodwill and intangible assets, net
	
	1,252,801
	
	
	888,392

	Right-of-use lease assets
	
	21,768
	
	
	17,574

	Long-term unbilled receivables and contract assets, net
	
	47,922
	
	
	39,936

	Other assets
	
	13,434
	
	
	24,597

	Total assets
	$
	1,643,607
	
	$
	1,411,479

	Liabilities and shareholders’ equity
	
	
	
	
	

	Current liabilities:
	
	
	
	
	

	Accounts payable and other current liabilities
	$
	75,150
	
	$
	76,629

	Current portion of long-term debt, net
	
	7,953
	
	
	6,234

	Short-term operating lease liabilities
	
	9,321
	
	
	7,471

	Short-term deferred revenue, net
	
	244,733
	
	
	227,670

	Total current liabilities
	
	337,157
	
	
	318,004

	Long-term debt, net
	
	450,943
	
	
	259,220

	Convertible senior notes, net
	
	353,159
	
	
	352,625

	Long-term operating lease liabilities
	
	17,341
	
	
	15,041

	Long-term deferred revenue, net
	
	57,114
	
	
	54,770

	Other long-term liabilities
	
	14,450
	
	
	13,315

	Shareholders’ equity:
	
	
	
	
	

	Common stock and additional paid-in capital
	
	338,803
	
	
	332,083

	Retained earnings
	
	74,640
	
	
	66,421

	Total shareholders’ equity
	
	413,443
	
	
	398,504

	Total liabilities and shareholders’ equity
	$
	1,643,607
	
	$
	1,411,479
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CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS

(Unaudited)

	
	
	Three Months Ended

	(In thousands)
	
	February 28, 2023
	
	February 28, 2022

	Cash flows from operating activities:
	
	
	
	
	

	Net income
	$
	23,674
	
	$
	20,454

	Depreciation and amortization
	
	22,142
	
	
	19,218

	Stock-based compensation
	
	9,752
	
	
	8,114

	Other non-cash adjustments
	
	(4,207)
	
	
	4,442

	Changes in operating assets and liabilities
	
	(4,594)
	
	
	(8,135)

	Net cash flows from operating activities
	
	46,767
	
	
	44,093

	Capital expenditures
	
	(385)
	
	
	(831)

	Repurchases of common stock, net of issuances
	
	(5,643)
	
	
	(20,906)

	Dividend payments to shareholders
	
	(8,023)
	
	
	(7,784)

	Payments for acquisitions, net of cash acquired
	
	(355,821)
	
	
	—

	Proceeds from the issuance of debt, net of payment of issuance costs
	
	195,000
	
	
	5,517

	Payments of principal on long-term debt
	
	(1,719)
	
	
	(1,719)

	Other
	
	(3,528)
	
	
	(2,421)

	Net change in cash, cash equivalents and short-term investments
	
	(133,352)
	
	
	15,949

	Cash, cash equivalents and short-term investments, beginning of period
	
	256,277
	
	
	157,373

	Cash, cash equivalents and short-term investments, end of period
	$
	122,925
	
	$
	173,322
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RECONCILIATIONS OF GAAP TO NON-GAAP SELECTED FINANCIAL MEASURES1
(Unaudited)

	
	
	Three Months Ended
	
	

	(In thousands, except per share data)
	
	February 28, 2023
	
	February 28, 2022
	

	Adjusted revenue:
	
	
	
	
	
	

	GAAP revenue
	$
	164,226
	
	$
	144,922
	

	Acquisition-related revenue
	
	1,385
	
	
	2,583
	

	Non-GAAP revenue
	$
	165,611
	
	$
	147,505
	

	Adjusted income from operations:
	
	
	
	
	
	

	GAAP income from operations
	$
	35,588
	
	$
	29,432
	

	Amortization of acquired intangibles
	
	19,875
	
	
	17,180
	

	Restructuring expenses and other
	
	1,397
	
	
	511
	

	Stock-based compensation
	
	9,752
	
	
	8,114
	

	Acquisition-related revenue and expenses
	
	3,128
	
	
	3,495
	

	Cyber incident
	
	2,692
	
	
	—
	

	Non-GAAP income from operations
	$
	72,432
	
	$
	58,732
	

	Adjusted net income:
	
	
	
	
	
	

	GAAP net income
	$
	23,674
	
	$
	20,454
	

	Amortization of acquired intangibles
	
	19,875
	
	
	17,180
	

	Restructuring expenses and other
	
	1,397
	
	
	511
	

	Stock-based compensation
	
	9,752
	
	
	8,114
	

	Acquisition-related revenue and expenses
	
	3,128
	
	
	3,495
	

	Cyber incident
	
	2,692
	
	
	—
	

	Provision for income taxes
	
	(7,759)
	
	
	(6,194)
	

	Non-GAAP net income
	$
	52,759
	
	$
	43,560
	

	Adjusted diluted earnings per share:
	
	
	
	
	
	

	
	
	
	
	
	
	

	GAAP diluted earnings per share
	$
	0.53
	
	$
	0.46
	

	Amortization of acquired intangibles
	
	0.45
	
	
	0.38
	

	Stock-based compensation
	
	0.22
	
	
	0.18
	

	Restructuring expenses and other
	
	0.03
	
	
	0.01
	

	Acquisition-related revenue and expenses
	
	0.07
	
	
	0.08
	

	Cyber incident
	
	0.06
	
	
	—
	

	Provision for income taxes
	
	(0.17)
	
	
	(0.14)
	

	Non-GAAP diluted earnings per share
	$
	1.19
	
	$
	0.97
	

	Non-GAAP weighted avg shares outstanding - diluted
	
	
	
	
	
	

	
	
	44,353
	
	
	44,708
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OTHER NON-GAAP FINANCIAL MEASURES1
(Unaudited)

Adjusted Free Cash Flow

	(In thousands)
	
	Q1 2023
	
	Q1 2022
	% Change

	Cash flows from operations
	$
	46,767
	
	$
	44,093
	
	6 %

	Purchases of property and equipment
	
	(385)
	
	
	(831)
	
	(54)%

	Free cash flow
	
	46,382
	
	
	43,262
	
	7 %

	Add back: restructuring payments
	
	489
	
	
	1,419
	
	(66)%

	Adjusted free cash flow
	$
	46,871
	
	$
	44,681
	
	5 %
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RECONCILIATIONS OF GAAP TO NON-GAAP FINANCIAL MEASURES FOR FISCAL YEAR 2023 GUIDANCE1 (Unaudited)

	Fiscal Year 2023 Updated Revenue Guidance
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Fiscal Year Ended
	
	
	
	
	
	
	
	Fiscal Year Ending
	
	
	
	

	
	November 30, 2022
	
	
	
	
	
	
	
	November 30, 2023
	
	
	
	

	(In millions)
	
	
	
	
	
	Low
	% Change
	
	
	High
	
	
	
	% Change

	GAAP revenue
	$
	602.0
	$
	676.3
	
	
	12 %
	
	
	$
	684.3
	
	
	14 %

	Acquisition-related adjustments - revenue
	
	8.6
	
	
	
	3.7
	
	
	(57)%
	
	
	
	
	
	3.7
	
	
	(57)%

	Non-GAAP revenue
	$
	610.6
	$
	680.0
	
	
	11 %
	
	
	$
	688.0
	
	
	13 %

	Fiscal Year 2023 Updated Non-GAAP Operating Margin Guidance
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Fiscal Year Ending November 30, 2023
	

	(In millions)
	
	
	
	
	
	Low
	
	
	
	
	
	
	
	High
	

	GAAP income from operations
	
	
	$
	
	
	
	
	104.7
	
	
	
	$
	
	
	
	109.2

	GAAP operating margins
	
	
	
	
	
	
	
	
	15 %
	
	
	
	
	
	
	
	
	
	16 %

	Acquisition-related revenue
	
	
	
	
	
	
	
	
	3.7
	
	
	
	
	
	
	
	
	
	3.7

	Acquisition-related expense
	
	
	
	
	
	
	
	
	4.5
	
	
	
	
	
	
	
	
	
	4.5

	Restructuring expense
	
	
	
	
	
	
	
	
	5.0
	
	
	
	
	
	
	
	
	
	5.0

	Stock-based compensation
	
	
	
	
	
	
	
	
	41.4
	
	
	
	
	
	
	
	
	
	41.4

	Amortization of acquired intangibles
	
	
	
	
	
	
	
	
	98.0
	
	
	
	
	
	
	
	
	
	98.0

	Cyber incident
	
	
	
	
	
	
	
	
	3.1
	
	
	
	
	
	
	
	
	
	3.1

	Total adjustments(2)
	
	
	
	
	
	
	
	
	155.7
	
	
	
	
	
	
	
	
	
	155.7

	Non-GAAP income from operations
	
	
	$
	
	
	
	
	260.4
	
	
	
	$
	
	
	
	264.9

	Non-GAAP operating margin
	
	
	
	
	
	
	
	
	38 %
	
	
	
	
	
	
	
	
	
	39 %

	(2)Total adjustments include preliminary estimates relating to the valuation of intangible assets acquired from MarkLogic and restructuring expenses. The final amounts will not be available until the Company's internal procedures and reviews are completed.
	

	Fiscal Year 2023 Updated Non-GAAP Earnings per Share and Effective Tax Rate Guidance
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	Fiscal Year Ending November 30, 2023
	

	(In millions, except per share data)
	
	
	
	
	
	
	Low
	
	
	
	
	
	
	
	High
	

	GAAP net income
	
	
	$
	
	
	
	58.8
	
	
	$
	
	
	
	62.3

	Adjustments (from previous table)
	
	
	
	
	
	
	
	
	155.7
	
	
	
	
	
	
	
	
	155.7

	Income tax adjustment(3)
	
	
	
	
	
	
	
	
	(31.9)
	
	
	
	
	
	
	
	(31.9)

	Non-GAAP net income
	
	
	$
	
	
	
	182.6
	
	
	$
	
	
	
	186.1

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	GAAP diluted earnings per share
	
	
	$
	
	
	
	1.32
	
	
	$
	
	
	
	1.40

	Non-GAAP diluted earnings per share
	
	
	$
	
	
	
	4.09
	
	
	$
	
	
	
	4.17

	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	
	

	Diluted weighted average shares outstanding
	
	
	
	
	
	
	
	
	44.6
	
	
	
	
	
	
	
	
	44.6


[image: ]


· Tax adjustment is based on a non-GAAP effective tax rate of approximately 20% for Low and 21% for High, calculated as follows:

	Non-GAAP income from operations
	$
	260.4
	
	$
	264.9
	

	Other (expense) income
	
	(30.8)
	
	
	(30.8)
	

	Non-GAAP income from continuing operations before income taxes
	
	229.6
	
	
	234.1
	

	Non-GAAP net income
	
	182.6
	
	
	186.1
	

	Tax provision
	$
	47.0
	
	$
	48.0
	

	Non-GAAP tax rate
	
	
	
	
	
	

	
	
	20 %
	
	
	21 %
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RECONCILIATIONS OF GAAP TO NON-GAAP FINANCIAL MEASURES FOR FISCAL YEAR 2023 GUIDANCE1
(Unaudited)

Fiscal Year 2023 Adjusted Free Cash Flow Guidance

Fiscal Year Ending November 30, 2023


(In millions)
[image: ]

Cash flows from operations (GAAP)

Purchases of property and equipment
[image: ]
Add back: restructuring payments

Adjusted free cash flow (non-GAAP)


RECONCILIATIONS OF GAAP TO NON-GAAP FINANCIAL MEASURES FOR Q2 2023 GUIDANCE1 (Unaudited)

Q2 2023 Revenue Guidance

Three Months Ended
[image: ]

May 31, 2022
[image: ]

(In millions)



	
	Low
	
	High

	$
	173
	
	$
	183

	
	(5)
	
	
	(5)

	
	7
	
	
	7

	$
	175
	
	$
	185

	
	
	
	
	






Three Months Ending
[image: ]

May 31, 2023
[image: ]

Low	% Change	High	% Change


	GAAP revenue
	$
	148.7
	
	$
	167.0
	
	12 %
	
	$
	171.0
	
	15 %

	Acquisition-related adjustments - revenue
	
	2.2
	
	
	1.0
	
	(55)%
	
	
	1.0
	
	(55)%

	Non-GAAP revenue
	$
	150.9
	
	$
	168.0
	
	11 %
	
	$
	172.0
	
	14 %



	Q2 2023 Non-GAAP Earnings per Share Guidance
	
	
	
	
	
	
	

	
	
	
	Three Months Ending May 31, 2023
	
	

	
	
	Low
	
	
	
	High
	

	GAAP diluted earnings per share
	$
	0.12
	
	$
	0.16
	

	Acquisition-related revenue
	
	
	0.02
	
	
	0.02
	

	Acquisition-related expense
	
	
	0.03
	
	
	0.03
	

	Restructure expense
	
	
	0.06
	
	
	0.06
	

	Stock-based compensation
	
	
	0.24
	
	
	0.24
	

	Amortization of acquired intangibles
	
	
	0.59
	
	
	0.59
	

	Cyber incident
	
	
	0.01
	
	
	0.01
	

	Total adjustments
	
	
	0.95
	
	
	0.95
	

	Income tax adjustment
	
	
	(0.19)
	
	
	(0.19)
	

	Non-GAAP diluted earnings per share
	$
	0.88
	
	$
	0.92
	

	
	12
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Forward Looking Statements

This presentation contains statements that are “forward-looking statements” within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E
of the Securities Exchange Act of 1934, as amended. Progress has identified some of these forward-looking statements with words like “believe,” “may,” “could,” “would,”
‘expect,” “intend,” ‘plan,” target,” “anticipate” and “continue,” the negative of these words, other terms of similar meaning o the use of future

dates. Forward-looking statements in this presentation include, but are not limited to, statements regarding Progress’s strategy; future revenue growth, operating margin
and cost savings; strategic partnering and marketing initiatives; the timing of, or our ability to close, the MarkLogic acquisition or the results expected therefrom; and other
statements regarding the future operation, direction, prospects and success of Progress's business. There are a number of factors that could cause actual results or future
events (o differ materially from those anticipated by the forward-looking statements, including, without limitation: (i) economic, geopolitical and market conditions can
adversely affect our business, resuls of operations and financial condition, including our revenue growth and profitability, which in tum could adversely affect our stock price;
(ii) our international sales and operations subject us to additional risks that can adversely affect our operating results, including risks relating to foreign currency gains and
losses; (i) we may fail to achieve our financial forecasts due to such factors as delays of size reductions in transactions, fewer large transactions in a particular quarter,
fluctuations in currency exchange rates, or a decline in our renewal rates for contracts; (iv) if the security measures for our software, services, other offerings or our internal
information technology infrastructure are compromised or subject to a successful cyber-attack, or if our software offerings contain significant coding or configuration errors,
we may experience reputational harm, legal claims and financial exposure: (v) the timing of, or our ability to close, the proposed MarkLogic acquisition or the results
expected therefrom; and (vik) risks related to the potential disruption of management's attention due to the acquisition of MarkLogic. For further information regarding risks
and uncertainties associated with our business, please refer to our filings with the Securities and Exchange Commission, including our Annual Report on Form 10-K for the
fiscal year ended November 30, 2022. Progress undertakes no obligation to update any forward-looking statements, which speak only as of the date of this presentation.

Non-GAAP Financial Measures

We refer to certain non-GAAP financial measures in this presentation, including but not limited to, non-GAAP revenue, non-GAAP income from operations and operating
margin, adjusted free cash flow, annual recurring revenue ("ARR"), Net Retention Rate ("NRR"), and non-GAAP diluted earnings per share. These non-GAAP measures
are not prepared in accordance with generally accepted accounting principles (‘GAAP"). Please see "Important Information Regarding Non-GAAP Financial Information”
below for additional information. A reconciliation between non-GAAP measures and the most directly comparable GAAP measures appears in our eamings press release
for the fiscal quarter ended February 28, 2023, which is fumished on a Form 8-K concurrenty with this presentation and is available in the Investor Relations section

of our website.
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Conference Call Details

What:

When:

Time:

To register for the Live Call:

Live / Recorded Webcast:

Please note: Webcast is listen-only.

N Progress’

Progress Fiscal Q1'23 Financial Results
Tuesday, March 28, 2023
5:00 p.m. ET

Please go to this this link to retrieve dial-in details.

https://edge.media-server.com/mmc/p/cgfomgnf
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Summary Highlights Q1 2023

Strong ARR and Retention Rates; Strong Balance Sheet

ARR surged to $569M with the addition of MarkLogic — up 20% year-over-year
ARR growth on a pro-forma basis was 3.9%

NRR was 102%

Revenues of $165.6M increased 12% year over year or 14% in constant currency
Operating margins were strong at 44%

EPS: $1.19, grew 23% and was well above the high end of guidance $1.08

Strong Balance Sheet: net leverage remains modest even after giving effect to the
MarkLogic acquisition
We remain well-capitalized to pursue additional M&A

Definibons of non-GAAP fiancial measures (incuding AR and NRR) can be found in “Important nformaton Regarding Non-GAAP Financial Information”
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Annualized Recurring Revenue Trend*

101.8% 1025% 101.9% 1023%  102.0%
101.6% O o T2 e s ER 1012%  1015%
MarkLogic ARR ~$80M
ARR growth = 3.9% year-over-year
+
Net Retention Rate between 100%-103%
Predictable and durable top line
performance
-—RR — Nt Retontion % T
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Annualized Recurring ReVeNUEe o esresinconson corenn

“As Reported “Pro Forma”
MarkLogic adds ~$80M of ARR MarkLogic AR inciuded in both periods presented
ARR growth = 20.4% year-over-year ARR growth = 3.9% year-over-year
Net Retention Rate has ranged between 101%-102% Net Retention Rate has ranged between 101%-102%
1012% 1020% 1012% 1020%

472

Note AR NG pering et and doos ot havstandarled e 11 o urllyt becompsrale sl e st by compies AR shu b fewed sependety of v an e revenu nd ot e 0 b combied it
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ARR Exchange Rate Comparison c.om

mARRatFY23Rates WARR at FY22 Rates

ARR is presented in constant
currency, using our current year
budgeted exchange rates

“ARR at FY22 Rates” represents
results reported translated using
our FY22 budgeted exchange
rates

“ARR at FY23 Rates” represents
those same results translated
using our FY23 budgeted
exchange rates

Q122 Q222 Q322 Q422
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Driving Total Growth

Revenue CAGR of 12.5%
2018 - 2023(F)*

$379
 Represent he i ot of ot updatd FY 29 ukdance ange;gidance
e opocted combuion fom MarLoge.

FY"8 FY9 FY'20 FY'21  FY'22 FY'23(F)
Non-GAAP Revenue (M)
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Growing Profitability

Operating Income CAGR of 14.4%
2018 — 2023(F)*

Best-in-class non-GAAP operating
margins consistently above
35%

* Represents the mic-poit ofour updated FY'23 guidance range; guidance
includes expecied contibution from MarkLogic

3) Progress

$134

FY '18

FY'9  FY'20 FY'21  FY'22 FY'23(F)*
Non-GAAP Operating Income
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Summary Q1 2023 Financial Results

_ SuEER R

GAAP Revenue

Non-GAAP Revenue

GAAP earnings per share (Diluted)
Non-GAAP earnings per share (Diluted)
GAAP Operating Margin

Non-GAAP Operating Margin

Adjusted Free Cash Flow (non-GAAP)

3) Progress

$164.2M

$165.6M

$0.53

$1.19

22%

44%

$46.9M

$156M - $160M

$157M - $161M

$0.35 - $0.39

$1.04-$1.08

Not guided

Not guided

Not guided
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Capital Allocation Strategy

disciplined criteria

Repurchase shares to offset dilution from our equity programs
In Q1 2023, we repurchased $15M of Progress shares
Management has flexibility to increase, reduce, or suspend repurchases
depending on market conditions and other considerations including size and
timing of proposed M&A
We currently have $213M remaining under our revised repurchase
authorization
—
|

PRIMARY @ Continue to prioritize accretive M&A opportunities that meet our

@ Continue returning capital to shareholders in the form of dividends
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Total Growth Strategy Continues to Produce Results

/ Deploy Capital « Disciplined, accretive acquisitions
« Opportunistic share repurchases
for Highest + Ample financing at favorable rates

Shareholder
Return

+ Operational Excellence
Strengthen « Best in class operating margins

« Rapid Integration of acquired businesses
Profi!able. « Optimize integrations to existing infrastructure
- Core Business - Investin products to improve customer retention
Pillars of our Total + Maximize cash flows

Growth Strategy

- Over 1700 1SV partners

Drive Customer - More than 3.5M developers and 6M business users

s + Hundreds of millons of consumers use applcation
uccess built on Progress
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M&A Approach

End Market Infrastructure Target Acquiring Business Durable
Alignment Software 10-25% of revenue Model Top Line
Twhwﬂlwﬂwmmm"a Can be financed and High mix of recurring revenue
e im:gmd .mu'-r:ty s‘rz'gmn:nx’r‘u «a':mm rates

Explore a mix of Venture Backed, Founder Led, and PE Sponsor-Owned Targets
Large Market Opportunity
Experienced Corporate Development Team

ROIC > WACC

Business case with Attainable Synergies
Target 40% Operating Margins

Compatible technology, end
markets, and/or GTM model
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Business Outlook (as of March 28, 2023)

Q22023 E202a FY 2023
Current Outlook mf:’j:fngljt‘lggg‘m Current Outlook

GAAP Revenue $167M - $171M $671M - $681M $676M - $684M
Non-GAAP Revenue $168M - $172M $675M - $685M $680M - $688M
GAAP EPS $0.12-$0.16 $1.38-$1.46 $1.32-81.40
Non-GAAP EPS $0.88 - $0.92 $4.09 - $4.17 Unchanged
GAAP Operating Margin Not guided 16% 15% - 16%
Non-GAAP Operating Margin Not guided 38% 38% - 39%
Cash from Operations (GAAP) Not guided $173M - $183M Unchanged
Adjusted Free Cash Flow (Non-GAAP) Not guided $175M - $185M Unchanged
Effective Tax Rate Not guided 20% - 21% Unchanged

3 Progress' O o mar





image33.png
Supplemental

Financial Information

M Progress’





image34.png
Supplemental Revenue Information wnauiteq)

3) Progress

Revenue by Type
License
Maintenance
Services

Total Revenue

Revenue by Region
North America

EMEA

Latin America

|Asia Pacific

Total Revenue

42,750 44,814 47618 53,154 57,568
89,963 91,331 91,043 89,998 92,513
12,209 12,602 12,656 13,975 14,145
$ 144922 § 148747 S 151217 $157,127 S 164,226
78,093 85,394 84826 92,841 98,828
53,702 49,634 52670 51,701 53,405
3,883 4678 4577 4915 4,189
9,244 9,041 9144 7670 7,804
S 144922 § 148747 S 151,217 S157,127 § 164,226
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Supplemental Revenue Information wnauiteq)

Revenue by Type

License 57,568 52 57,620
Maintenance 92,513 1,332 93845
Services 14,145 1 14,146
Total Revenue $ 164,226 $ 1,385 $ 165611

Revenue by Region

North America 98,828 750 99,578
EMEA 53,405 501 53,906
Latin America 4,189 0 4189
Asia Pacific 7,804 134 7,938
Total Revenue $ 164226 $ 1,385 $ 165611
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Important Information Regarding Non-GAAP Financial Information

Progress fumishes cortain non GAAP supplemental nformation t i financial esuls. We use such non- GAAP financial measures o avaluate our peiod-over-geriod oparating perormance bacauss our management team befieves tht
by excluding the effects of certan GAAP-reltad flams tha n heir oinion G not refect the ordnary eamings of o aperaions, such information hals t flusrate underying VEnds n our business and provides us wih & more.
comparable measure o our coninuing business. as wel 2 greater undarstanding of the resus from the prmary operations of our business. Management aso Uses such non-GAAP fnancial measuros [0 esiablsh budgets and
oparatonal goals, evaluato poormance, and alocate esourcos. In addion, he compensation of ou execulves and non-oxecuive ompioyes is based in part on the parformance of our businoss as ovaluated by such non-GAAP
inancial measurss. We belleve heso non-GAAP financil measures enhance nvesiors'overal understanding of ourcurren inancil perormance and our prospects for the fulure by: () providng more ransparency fo certain financial
measures, () prosentng dsclosura that helps investors undarstand how w ian and mesuro the perfornanc of our business, (i) aflords a view of our operatng rasuls that may b more easly compared 10 Our peer companas, and
(W) onabios investors t consider our oporatng rosits on both a GAAP and non-GAAP basis (inccing folowing he nfograton poriod of o pior and proposed acauisiions). However, s non-GAAP informatin fs not i accordance
Wilh, o an atematve t, generall acceplad accounting pinciples i the Unied States (GAAP") and shoukd be considered in conjunction wih our GAAP résuls as he s exciuded from the non-GAAP inormation may have a
materialimpact o Progress’ financia esults. A reconciation between non-GAAP measures and the most directly comparabla GAAP measures appears in our eamings pross rlease forthe fiscal quarter ended February 26,

2023, which s frnished on a Form 8-K concurtanty with his resentatin and is avaiable on (he Progress websds af i orccross corm wiin The ivestor reations secton.

I his prasentation, we may reference the following non-GAAP fnancial measures:

+ Acauisiton-rlated revenus - We incude aoqusiion-related revenue, which consTiutes rovenue refloced as pre-acquisiion daforrad rovenue that would have been racogrized pror fo our adopion of Accounting Standards Update
No. 2021.08, Business Combinations (Topic 805): Accountng for Con'ract Assets and Contract Liabiltes from Coniracts wih Customers (ASU 2021-08') during he fourh quarter offecal year 2021. The acquistion-related rovenue.
0 ourresuls reates to Chef Software, Inc. and Ipswic, Inc., which we acquired on October 5, 2020 and Apr 30, 2015, espectively. Since GAAP accounting requied th liminaton o s revenue prior 1 the adoption of ASU
202108, GAAP rosuls lone do o fully capturo alof ur oconomic actvies. Wo believe 11050 adjustmonts aro uselu 1o management and investos as a measuro of ho ongong perormanca of the business bacausa, although e
Cannot b certain that customers wi renew telr contracts, we have historcall experiencer fh renewalfates on mainienance and support agreements and other customar contacts. Upan our adoption of ASU 2021-08, thie
‘adusiment s no longer appiicabe to subsequant acauisiions. The remaiing adustment s reated fo o acauisiton of Chef and is expected {0 continu though the end o iscal year 2023

+ Amortization of acquied itangibies - We exclude amortzaton of acquired ntangbles bocause thaso expenses are unrelated o our oo operaling performance and the ntanglle assels acquied vary signifcanty basod on the
iming and magnitude of our acquiiton iransactons and the maturibes of the businesses acquired. Adjusiments incude prelminary estimates ralatig o he valuation of intangibie assets fom MarkLogic Corporation (MarkLogic')
which we acquired on February 7 2023. The inal amounts will ot be avasiable unt the Company's intemal procedures and roviews are complted.

+ Stock-based compensaton - We exclude stock-based compansation o be consistentwh the way management and, i our view, the overall nancal community evaluates our parormance and the mathods used by analysts
calcult consensus estimates. The expense roated 1 stock-biased awards is generally not contrllabl in the shorlerm and can vary signficanty based on the tming, size and nature of awards granted. As such, we do hot incude
These charges in operating pans.

+ Restucturing expenses - In all porods presenied, we exclde restructing expenses incurred becauso those expenses dstort rends and are not partof our core operating fesuls. Adustments nclude prekminary estimates relatng
o resiructunng expenses fom MarkLogic. Tha fnal amounts wik ot be avakabia un e Company's Intermalprocedures and fovews are compleled

- Acauision-riated expenses - We exclude acquiston-rsated expanses n order 1o provide a more meaningful comparison o the financia result o our hisorcaloperations and forwarc-ooking guidance and the inancil resuls of
fass acauistve poar companies. Wo conscir has (ypes of cosls and adjusiments. 1o a great extent. {0 ba unprediable and dependent o1  Sigficant number of factors hat are outsids of ou control Furiharmora, we do not
conside these acquisiion.related costs and adjusimants 1o b rolaled fo e organic continuing operatlons of the acqurad businssos and aro generally not relevant t assessing o astimating the ong-lerm performance of the
‘acquired asset. In aiion, the size, complexty andor volume of past acqusiions, which ofen cives the magnitude of acquision-reated costs, may ot be ndicative of the size, complexty and/or volume of fuure acauisiions.

3 Progress





image37.png
Important Information Regarding Non-GAAP Financial Information

- Cyberincidont - Wo exchude cartain axpenses resuling from the detacton ofiregular activfty on cortan porions of our corporate network, a6 mora thoroughly doseibed i the Form 8. hat wo fled on Decomber 19, 2022. Exponses
nclud costs 1o nvestigale and femediate the cyber incident, as well a3 legal and other professional services reated there, Cyber incant costs ars proviled nat of expectsd incurance recoveries, aithough th timing of ecognizing
nsurance recoveries may dife rom the tming offecognizing the associated expenses. Costs associatad wil tne enhancemant of our cybarsecurt program are not ncluded witin ns adjusiment. W expec t incur egal and other
professional services expenses assocaled wih i incident in future periods. The cybor Incdent s expacied Lo result n operating expensos that would ot have otherwise bee incurred n the noal course of business operations.
We belleve ha excluding these costs facitates a more meaninglul evalualin of ur operating performance and comparisons fo our past operating performance.

+ Provison forincome taxes - We adjustour ncome tax provison by excluding the tax impact of the non-GAAP adjustments discussed above.

+ Constant Currency - Rovenue fom our intemational operatons has historcally represerted a substantal portion of our fofal rovenue. As a asull,our rovenue result have been mpacied, and we expoct wil continue o be impacted,
by fluctuations Inforelgn currency exchange rates. As exchange rates aro an important fator in understanding period-o-period comparisons, we present revene rowth rales on a constant curency basis, which helps improve the
understanding of our revene resuls and our performance n comparison t pror perods. The consiant currency informaton presanted is Calculated by transating current period results using prior perod weighied average foeign
curency exchange rates. These result should b considerod n additn f, not a5 a substiule fo,rosuls aported in accordance with GAAP.

+ Annual Recurting Revenue (ARR') and Net Relariion Rate (NRR’) - We provide ARR and NRR performance metric fo help nvestors beter understand and assess the performance of our business because our mix of
rovonue genaratod rom recurring sources has Incroased i rocont years. AR raprosents the annualized contract vauo for a aciive and contraciually binding fom-based contracis althe @nd ofa raporting poriod. AR includas
maintenance, software upgrade rght, public loud and on-premises subscrpton-based transactins and managed servicos. NRR represents he percentage of recurting revenue fetained from exising cusiomers on a alling twelve-
month basis Progross calculatos NRR using tho boginning ARR 1665 chur, Ioss customar coniract that have decined i value, plus customar coniracts hat havo incroasod in valus, he sum of which 1 divided by the boginaing
ARR. AR and NRR do ot have any standardized meaning and are erefore unilkel to be comparable 0 siiary e measires presented by ofher comparies. AR and NRR should be viewed independenty of revene and
Goforrod revenue and is ot inlendod 1 be combined wih, o 10 eplace. ither oftose ems. ARR and NRR are not a forecast and e acive conlracis at the and of  reporting perod usad in caculaling AR and NRR may
or may not bo extended o renawed by our customars.

+ We also provida guidance on acjusied free cash flow, which s equalfo cash flows fom operaling actises less purchases of property and equipment plus estructuring payments

) Progress .
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