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FORWARD-LOOKING STATEMENTS

Certain statements contained in this presentation may constitute "forward-looking statements" within the
meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking statements provide
current expectations of future events based on certain assumptions and include any statement that does not
directly relate to any historical or current fact. Actual results may differ materially from those indicated by
such forward-looking statements as a result of various important factors, including: risks related to the
ability of the Company to compete effectively; the ability to deliver and stimulate demand for new products
and technological innovations on a timely basis; delays or reductions in information technology spending; the
integration of acquisitions and the ability to market successfully acquired technologies and products;
fluctuations in exchange rates; the effects of industry consolidation; uncertainty and adverse results in
litigation and related settlements; the inability to adequately protect Company intellectual property and the
potential for infringement or breach of license claims of or relating to third party intellectual property; risks
related to data and information security vulnerabilities; the ability to meet financial and operational
challenges encountered in our international operations; ineffective management of, and control over, the
Company's growth and international operations; and changes in and a dependence on key personnel, as well
as other factors contained in our most recent Quarterly Report on Form 10-Q (copies of which may be
accessed through the Securities and Exchange Commission's website at http://www.sec.gov), including
those found therein under the captions "Risk Factors" and "Management's Discussion and Analysis of
Financial Condition and Results of Operations". In addition to these factors, actual future performance,
outcomes, and results may differ materially because of more general factors including (without limitation)
general industry and market conditions and growth rates, economic and political conditions, governmental
and public policy changes and the impact of natural disasters such as earthquakes and floods. The forward-
looking statements included in this presentation represent the Company's views as of the date of this
presentation and these views could change. However, while the Company may elect to update these
forward-looking statements at some point in the future, the Company specifically disclaims any obligation to
do so. These forward-looking statements should not be relied upon as representing the Company's views as
of any date subsequent to the date of this presentation, March 27, 2017.

Q. redhat.



INTRODUCTION

The following presentation provides financial highlights and supplemental metrics
for Red Hat’s fourth quarter and fiscal year ended February 28, 2017. These financial
highlights and supplemental metrics were made available on March 27, 2017 in
connection with Red Hat’s announcement of its financial results for the fourth
quarter and fiscal year 2017. This presentation should be read in conjunction with
Red Hat’s press release issued on March 27, 2017 for its earnings announcement, as
well as Red Hat’s filings with the U.S. Securities and Exchange Commission which are
available on Red Hat’s investor relations website at http://investors.redhat.com.

Non-GAAP Measures

In an effort to offer a means of comparing our performance to prior periods, Red Hat
augments the financial highlights and supplemental metrics provided in this
presentation with non-GAAP financial information. Any non-GAAP financial
information provided in this presentation should not be used as a substitute for
financial information presented in accordance with GAAP but instead should be read
in conjunction with our GAAP results. The methods we use to calculate non-GAAP
financial information are not computed according to GAAP and may be materially
different from the methods used by other companies.

Q. redhat.


http://investors.redhat.com/

FINANCIAL HIGHLIGHTS

- rednat



STRONG 4™ QUARTER REVENUE GROWTH

% OF TOTAL REVENUE QM7 Y/Y Q417 Y/Y
Growth Growth, cc!
[J App Dev & emerging tech ~ 40% 40%
q B Infrastructure-related tech 11% 12%
69% B Training & Consulting 8% 9%
Total Revenue 16% 16%

Q4 HIGHLIGHTS:

« 60t consecutive quarter of revenue growth
 Continued strong growth in Application development-related and other

emerging technologies revenue

5 (1) constant currency ‘ redhat.



STRONG ANNUAL REVENUE GROWTH

% OF TOTAL REVENUE FY17Y/Y FY17Y/Y
Growth Growth, cc
36% 36%

[] App Dev & emerging tech

4 B Infrastructure-related tech 15% 14%

B Training & Consulting 1% 12%

Total Revenue 18% 17%

FY17 HIGHLIGHTS:
* Crossed over $2B milestone in subscription revenue

o Strong growth in both Infrastructure-related and App Dev & emerging

« App Dev & emerging tech now 18% of total revenue, up from16% in FY16

Q. redhat.

6 (1)constant currency



Q417 BOOKINGS & DEAL METRICS

CHANNEL GEOGRAPHY

69%

m Indirect Direct m Americas EMEA APAC

Q4 HIGHLIGHTS:

e Total of 110 deals >S1M; up 18% year-over year, including first ~$100M deal
« Top 30 deals all over $3M, with 16 over $S5M, 5 over $10M and 4 over $20M
» Strong cross-selling with 90% of top deals including an app-dev/emerging

technology offering

Q redhat.



QUARTERLY PROFITABILITY & CASH FLOW

(S millions, y/y growth)

NON-GAAP OPERATING
INCOME

2

OPERATING CASH FLOW

Q416 Q417 Q416 Q417

Q4 HIGHLIGHTS:
 15.0% GAAP and 24.3% Non-GAAP

20% y/y total deferred revenue growth

$2.1B cash & investments balance

operating margins
e $0.36 GAAP and $0.61 Non-GAAP EPS

$139M share repurchase

Non-GAAP operating income and non-GAAP operating margin exclude non-cash share-based compensation expense, amortization of intangible assets,

and transaction costs related to business combinations of $53 million in Q416 and $58 millionin Q417 from GAAP operating income of $72 millionin

Q416 and $94 million in Q417. Non-GAAP EPS excludes the expenses listed in previous sentence and non-cash interest expense related to the debt ‘ I'Edhat,
discount of $5 million in Q417. See reconciliation in the following GAAP to Non-GAAP Reconciliation section.



ANNUAL PROFITABILITY & CASH FLOW

(S millions, y/y growth)
NON-GAAP OPERATING OPERATING CASH FLOW

INCOME y

FY16 FY17 FY16* FY17

FY17 HIGHLIGHTS:

 13.8% GAAP and 23.1% Non-GAAP
e $459M share repurchase

operating margins
e Free cash flow of $715M

« $1.39 GAAP and $2.27 Non-GAAP EPS

*FY16 operating cash flow adjusted retrospectively for ASU 2016-09. See Appendix for details.

Non-GAAP operating income and Non-GAAP operating margin exclude non-cash share-based compensation expense, amortization of intangible assets, and

transaction costsrefated to business combinationsof $196 mittionin FY16and $224 miftionin FY17 from GAAP operating income of $288 mittionin FY16and $332

million in FY17. Non-GAAP EPS excludes the expenses listed in previous sentence and non-cash interest expense related to the debt discount of $19 million in

FY17. See reconciliationin the following GAAP to Non-GAAP Reconciliation section. ‘ redhat

Free cash flow defined as Net cash provided by operating activities less Purchase of property and equipment found on cash flow statement, $784 million and $69
million respectively in FY17.
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TOTAL BACKLOG

($ millions)
. ~S2,719
ol
~$2133 "
W Off Balance Sheet ("OBS")
Deferred Revenue
Total Backlog
FY2016 FY2017
HIGHLIGHTS:

o Off balance sheet (OBS) up 58% y/y
o Deferredrevenue up 20%vy/y
« Portion of total backlog to be billed during FY18 in excess of S330M, up 20% y/y

Off Balance Sheet (OBS) backlog reported as a conservative approximation, often describing the amount as “in excess of”, primarily

because the value of underlying contracts is derived from data not yet subjected to the complete application of our revenue recognition

policies. ™ redhat.
Total backlog = OBS + deferred revenue
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(Unaudited)
(S in thousands)

Feb-16 May-16 Aug-16 Nov-16 Feb-17

Revenue Q416 FY16 Q117 Q217 Q317 Q417 FY17

Infrastructure-related subscriptions 390,706 1,480,463 403,182 427,035 431,142 435,085 1,696,443
y/y change 15% 12% 14% 18% 16% 11% 15%

constant currency y/y change 18% 18% 13% 17% 14% 12% 14%

App dev & emerging subscriptions 88,936 322,986 98,483 104,174 112,176 124,503 439,337
y/y change 38% 37% 39% 33% 33% 40% 36%

constant currency y/y change 43% 46% 39% 32% 32% 40% 36%
Subscription Revenue 479,642 1,803,449 501,665 531,209 543,318 559,588 2,135,780
y/y change 18% 16% 18% 20% 19% 17% 18%

constant currency y/y change 22% 22% 18% 19% 18% 17% 18%

Training & services revenue 63,860 248,781 66,234 68,596 71,942 69,252 276,023
y/y change 8% 9% 18% 10% 9% 8% 11%

constant currency y/y change 14% 17% 19% 11% 10% 9% 12%

Total Revenue 543,502 2,052,230 567,899 599,805 615,260 628,840 2,411,803
y/y change 17% 15% 18% 19% 18% 16% 18%

constant currency y/y change 21% 21% 18% 18% 17% 16% 17%

Percent of Total Revenue (in USD)

Infrastructure-related subscriptions 72% 72% 71% 71% 70% 69% 71%
App dev & emerging subscriptions 16% 16% 17% 17% 18% 20% 18%
Total Subscription Revenue 88% 88% 88% 89% 88% 89% 89%
Training & services revenue 12% 12% 12% 11% 12% 11% 11%
Total Revenue 100% 100% 100% 100% 100% 100% 100%

Q. redhat.



(Unaudited)
(S in thousands)

Feb-16 May-16 Aug-16 Nov-16 Feb-17
Revenue by Geography Q416 FY16 Q117 Q217 Q317 Q417 FY17
Americas 357,940 1,354,345 365,723 385,529 393,589 410,449 1,555,290
y/y change 17% 18% 14% 16% 15% 15% 15%
constant currency y/y change 19% 20% 15% 17% 15% 14% 15%
EMEA 115,468 436,304 124,299 127,467 132,568 131,308 515,642
y/y change 15% 6% 28% 18% 15% 14% 18%
constant currency y/y change 24% 25% 24% 17% 16% 17% 18%
APAC 70,094 261,581 77,877 86,809 89,103 87,083 340,871
y/y change 20% 11% 26% 37% 34% 24% 30%
constant currency y/y change 26% 23% 25% 27% 25% 22% 25%
Total Revenue 543,502 2,052,230 567,899 599,805 615,260 628,840 2,411,803
y/y change 17% 15% 18% 19% 18% 16% 18%
constant currency y/y change 21% 21% 18% 18% 17% 16% 17%
Percent of Total Revenue (in USD)
Americas 66% 66% 64% 64% 64% 65% 64%
EMEA 21% 21% 22% 21% 22% 21% 22%
APAC 13% 13% 14% 15% 14% 14% 14%
Total Revenue 100% 100% 100% 100% 100% 100% 100%

Q. redhat.
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(Unaudited)
(S in thousands, except per share amounts)

Feb-16 May-16 Aug-16 Nov-16 Feb-17
Non-GAAP Income Statement*: Q416 FY16 Q117 Q217 Q317 Q417 FY17
Gross Profit 469,662 1,770,225 491,779 520,034 533,077 544,651 2,089,540
Operating Income 124,442 483,969 123,964 136,663 143,166 152,627 556,420
Net Income 97,030 354,925 92,178 101,228 110,751 109,692 413,851
Gross Margin 86.4% 86.3% 86.6% 86.7% 86.6% 86.6% 86.6%
Subscription Gross Margin 94.1% 93.9% 93.6% 93.7% 93.5%
Training & Services Gross Margin 28.6% 31.5% 33.0% 33.7% 30.7%
Operating Margin 22.9% 23.6% 21.8% 22.8% 23.3% 24.3% 23.1%
EPS Basic 0.53 1.94 0.51 0.56 0.62 0.62 2.30
EPS Diluted 0.52 1.91 0.50 0.55 0.61 0.61 2.27
Tax Rate before discrete items 23.1% 27.5% 27.0% 27.0% 27.0% 29.5% 27.5%
Weighted Average Shares Outstanding
Basic 182,099 182,817 181,168 180,322 179,233 177,802 179,642
Diluted 184,821 185,837 184,187 183,151 182,168 180,705 182,669
Balance Sheet Q416 FY1l6 Q117 Q217 Q317 Q417 FY17
Total Cash & Investments 1,995,390 1,995,390 2,119,876 2,042,645 1,971,370 2,133,231 $2,133,231
Current Deferred Revenue 1,272,908 1,272,908 1,251,096 1,233,762 1,225,421 1,512,762 $1,512,762
Long-Term Deferred Revenue 449,636 449,636 441,060 446,890 482,557 557,194 S 557,194
Prior Year Deferred Revenue Balance 1,482,328 1,436,119 1,413,440 1,487,134 1,722,544
Constant currency change in Deferred Revenue (1) 260,847 246,316 244,738 211,903 348,892
Impact from foreign currency translation (20,631) 9,721 22,474 8,941 (1,480)
Ending Deferred Revenue Balance 1,722,544 1,692,156 1,680,652 1,707,978 2,069,956 J
Cash Flow Statement Q416 FY16 Q117 Q217 Q317 Q417 FY17
Current Deferred Revenue Change 182,875 190,880 (16,287) (44,909) 16,526 284,083 239,413
Long-Term Deferred Revenue Change 37,535 69,615 (29,806) 17,956 47,655 73,316 109,121
Total Change in Deferred Revenue 220,410 260,495 (46,093) (26,953) 64,181 357,399 348,534
Net Operating Cash Flow 249,697 736,323 232,297 96,802 136,359 318,259 783,717

*See reconciliation in the following GAAP to Non-GAAP Reconciliation section.

(1) Change in Deferred Revenue includes approximately $0.4 million acquired as part of business combinations during the twelve
months ended February 28, 2017. (Quarterly FX impacts to y/y change in deferred revenue are $4.6 million in Q417, $(36.9) million in

Q317, $15.1 million in Q217 and $15.7 million in Q117).

Q. redhat.



Feb-16 May-16 Aug-16 Nov-16 Feb-17
Bookings & Deal Metrics: Q416 FY16 Q117 Q217 Q317 Q417 FY17
# of Top 25 Renewals 25 25 23 25 25
Top 25 Renewal Rates (of prior deal value) ~120% ~105% ~105% >120% >120%
Top 30 Deal Sizes
Deals $1M - S5M 16 87 24 25 22 14 85
Deals $5M - S10M 9 20 4 5 5 11 25
Deals >$10M 5 11 2 0 3 5 10
Deals containing App Dev & Emerging Tech 83% 73% 83% 73% 60% 90% 77%
Deals w/ only App Dev & Emerging Tech 0% 15% 13% 13% 13% 13% 13%
Indirect Channel Bookings 71% 72% 78% 81% 72% 69% 72%
Direct Bookings 29% 28% 22% 19% 28% 31% 28%
Bookings by Geography
Americas 64% 60% 60% 57% 57% 67% 62%
EMEA 23% 24% 21% 24% 27% 21% 23%
APAC 13% 16% 19% 19% 16% 12% 15%
Average Contract Length (months) 22 21 21 22 24 25 23
% of Single Year Bookings 73% 75% 74% 73% 67% 65% 69%
% of Multi-Year Bookings 27% 25% 26% 27% 33% 35% 31%
Additional Metrics
Employees 8,799 9,324 9,861 10,257 10,489
Average EUR FX Rate 1.10 1.10 1.13 1.12 1.10 1.06 1.10
Average JPY FX Rate 118 121 110 103 105 115 108

Q. redhat.



(Unaudited)

Feb-16 May-16 Aug-16 Nov-16  Feb-17
Q416 FY16 Q117 Q217 Q317 Q417 FY17

Share Repurchases
# Shares purchased (millions) 1.6 3.5 0.9 1.8 1.6 1.9 6.2
Aggregate Principal Amount ($ millions) 114 263 66 127 125 139 459
Remaining Balance on Plan at quarter-end ($ 237 171 901 775 636
millions)
Days Sales Outstanding (DSO) (in thousands, except # of days)
Total Revenue 543,502 2,052,230 567,899 599,805 615,260 628,840 2,411,803
Q/Q A deferred revenue (Balance Sheet) 235,410 (30,388) (12,504) 27,326 361,979
Deferred revenue (Cash Flow Stmt.) 220,410 260,495 (46,093) (26,953) 64,181 357,399 348,534
Accounts Receivable, net 509,715 326,334 359,893 427,436 634,821
Q/Q FX impact on Accounts Receivable (1,098) (6,101) (2,980) 4,926 (1,509)
Accounts Receivable in constant currency 508,617 320,233 356,913 432,362 633,312
# calendar days in quarter 91 92 92 91 90
pso 60 56 56 61 58
FX adj Dso ? 61 56 57 58 58

(1)-Days Sales Outstanding (DSO) is calculated by dividing Accounts Receivable,net by (Total Revenue + Q/Q change in deferred
revenue from Balance Sheet) then multiplying by the number of calendar days in the quarter.

(2) FX adjusted DSO is calculated by dividing Accounts Receivable in constant currency by (Total Revenue + Deferred Revenue from

Cash Flow Statement) then multiplying by the number of calendar days in the quarter.

Q. redhat.
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RED HAT, INC.

Guarterly Non-GAAP Consolldated 5 tatement of Ops
(=88 Mon-GAAP reconclllatien on following pags)
{Unauwdted)

(In thousanss - except per share amounts)

GAAP Revenus:
Subscripions
Tralning and serdces
Total subscription, training and senvices revenue

Non-GAAP Cost of revenue:
Subscripions
Training and senvices
Total cost of subserption, Taining and sevices revenue

Total Mon-GAAP gross profit

HOM-GAAR Operaling expenss:
Sales and marketing

Research and davelopmeant
General and administrative
Tatal operating expense

Hon-GAAP Income from operations

GAAP Interast Income

Oither Income {expense), net

Interest expense

Income before provision for income Ewes (1)
Provwialon for Income taxes

Hon-GAAP Netincome
Hon-GAAP NetIncome-gined

Hon-GAAP Net Incomsa per hara:
Baslc
Diluied

Weighted average shares outstanding:
Basic
GASF Diluted
Dilution cffset from comvertibie note hedge transactions
Non-GAAR Dilued

{1} Non-GAAP provisian for Income taxes:

Hon-GAAP ad|usted Income Defore prowision for INCome 1axes
GAAP estimated annual eective tax rate

Provision for INcome taxes on Mon-GAAP adjustad net Income
pefore discrete tax expenses

Discrete 3 expensas (bensfis), sxcluding dscrete ta
expensas (benafits) related to share-based compensation
Provision for INcome taxes on Mon-GAAP adjustad net Income
exciuding dlscrete 13X expenses (benefits) related to share-
based compensation

alls e 318 Q41 an7 @7 =< 2417
Guarter End Quarter End Quarter End @uarter End Quarter End Quarter End Quarter End Quarter End
SIS BEN2015  11BNN1S  AFE0E  SIR0E BE12016 1180016 2rERE20T
424,793 441,526 F457,438 S479,642 501,565 531,209 543,318 §559,588
56,208 62,622 B6,092 63,660 56,234 68,556 71,942 59,252
451,001 504,148 533,580 543,502 57250 593,505 615,260 625,640
25673 25,574 ar. 28,275 30,765 33.8m 34,438 36,225
35,424 42 521 45,553 45,565 45,355 45,343 47,635 47,9650
65,097 53,155 73,874 73,640 76,120 73,771 B2,133 84,135
415,904 434853 448,706 450,652 431,773 520,034 533077 544 651
181,455 186,309 186,252 207,750 F23 892 230,363 238,761 242,024
BE,307 90,174 51,535 96,000 102,380 108,262 104,621 108,244
34,810 35,332 38,853 21,460 41,343 44,120 42,529 40,856
202572 311,815 326,650 345,720 357415 383,31 389,911 332,024
113,332 123,138 123,056 124,422 123364 136,663 143,166 152,627
2,715 2,805 2,674 3,180 1430 3,302 3,346 3,754
[203) {1.245) 40 {337 (553 B4 {1,332} {304}
(1,118) [1,113) {1,153} {1,170 (1,156) [1.172) {1,209} {1,132}
114,723 123675 124,526 126,124 125685 138,967 143,911 154,695
332M 35,566 36,200 29,094 33507 mTA 33,160 45,103
¥ 61457 3 §7.609 5 B&,626 § 97,030 3 32173 101,223 5110, 751 $109,692
5 51457 § E7H09 5 ESE26 5 97030 0§ 92,178 §101,228 5110751 §109,632
$ o048 § 048 $ 048 $ 053 $ o051 0§ o056 % oez  §F  oe2
$ 048 § 047 $ 048 $ 052 $ 050 $ 055 $  0El $ 0
18313 183,179 182,850 132,099 131,163 180,322 179,233 177,602
186,175 185,750 186,094 184 638 134,187 183,345 182,632 181,197
51 |5ES) {300} {ET] — [125) 514} {493}
156,124 186,165 185,704 134,821 184,157 153,151 182,168 130,705
5114728 §123675 S124.E26 5126124  S125585 S138.967 5143911 5154835
29 % 29 % 29 % 231 % 27 % 27 % 27 % 29.5 %
332M 35,566 36,200 29,094 33335 3751 38,856 45,696
- — — - [423) 218 [5,E36) (435}
¥ 33271 3 35,666 3 36,200 5 29,094 3 33507 § 37,733 3 33,160 § 45203

Q redhat.



Red Hat 3ALF to Hon-3A8F Reconolllation Guarterhy
bnasdibed
(i thousands. - S¥CEDE par SSare amounis)

Revanise
EAAR Grocs Proft ac reportsd
Add: Mon-cash shane-based comparsation axpense

Add: Amortization of intanglble asseis
Mon-3AAF Grocs Proft

SAAP Dparating Inooms & mporisd

Add: Mon-cash shame-based compansation expense Costof Revenus

Agdd: Mon-cash share-based compensation expense S5M
Agdd: Mon-cash share-based compensation expense RAD
Add: Non-cash shame-based oompersation expense GRA
Total Mon-cach chare-baced oompencation axpance
Add: Armortization of Rtansgible assets Costof Reveno:
Add: Asmortization of Rtangible assets SEM

Add: Amortization of ntangibis assets RAD

Add: Amortization of Rtangibie assets GEA

Total Amortization of Intangible sccetc

Add: Fadity et oosts

Add: Transacfon costs related bo business combinadions
Hon-3AAF O psrating Inoomne

SAAP Grocs Margin ac reporisd
MHon-3AAF Groce Margin

EAAR Oparating Margin ac reporisd
Hon-3&AF Dperating Margin

GAMF Net Incommes &3 reporisd
GAMF provision for income bwes
GANF InComee before provision for Noome tEaxes

Add: Mon-cash shans-based compansation sxpense
Add: Amortizstion of intangible assats

Add: Mon-cash imferest sxpense nelafsd b the debt dsoount

Add: Fadity et costs

Add: TransacSon Costs related o business combinaSons
Hon-GAAF sdusisd incomse bafone provision for Baes
Mon-5AAP provision for Income taoes

Non-GAAF adusied ret Income
Hon-3AAF adusisd ret Income-diubed

GAMAF net Income per shane:
Basic
Dbtz

Hon-3AAF acjusted mat Income par shans:
Basic
Dlastiedd

Weighted aversge shanes cutstanding:

Basic

SANF Dlted

DCilution oftset from convertibie nole hedge Fansactions
Hon=5AAF Diluted

atie azie @18 @418 air a7 a7 QT
Guarter End  Guarter End  Guarter End  Quartsr End  Guarter End Guarter End @uartsr End Guarisr End
EIHE  ER0IE 11UB0T09E NIAMHE BAENIE  EMR0E  11AUINME  ZEESNT
$ 481001  § BMM4E  § EZLEE0 8 4302 BEET.BEE  SERRBDE  § B1EDED 8828840
$OA0EEDM  § EEEIE4  § 443613 § 4E3GET $483.861  $E12134 B ERAEDT S EMEE3D
3,727 4,151 4074 3,345 4308 4054 4,037 4457
2,573 2818 3,100 3434 3513 3348 4,233 3,881
$ S1EE04 § &MBEI  § M7 § 4658A2  $48177F FER0,08 FERLATT  §E44.851
$ TOEM  § Te4TO & ERETT 0§ TITTZ  § T3B3  § BLEB4 BOTTZ  § 94225
7 4,151 4074 3,545 4305 4054 4,037
15,412 16,782 17,182 18,703 18440 03 28,624
10,874 12,022 13,055 12,511 1200 12365 13,814
£.503 7582 5,082 5,508 5II8 TAT 10,258
BB 40537 A3 40T 45 T8 41,276 £B, 3BT [F%r7]
2,573 2,618 3,100 3434 3513 3346 4,233
2,005 2,010 2,330 1,730 1318 1,305 1,685 1,562
250 2 32 13} 4 34 34 =
1,052 1,150 1238 1,711 1,753 1,548 1,690 1,787
EEED E0ED EEET] E.8a2 7,328 TEE THEZ 7245
- 1 3,752 ] - 1788 - —
F 13T 133§ 1EeE § 134447 $173884 FUBEEET  § 43188 3182827
BEI W BB B4E W 5.1 % B5.2 % BEA % BE W 853 %
BEE % BRI % E6.0 % A% 88.8 % BET % BEE N 888 %
14T % 162 % 132 % 13.2 % 135 % 15T % RERE 16.0 %
IR 44 FLE % 8% 2B % 238 W% AW 248 %
§ 48085 §F 54,395 0§ 46848 § 53036 F 61,084 F SE7T2 § ET.S43  § G5,BO3
13,641 20,552 13,135 15,732 11,188 20563 8,775 25,870
§ Er,72 § 12,387 § 6G5983 § E8,068 2§ 72,353 § 719435 § 76018 § 9163
35,522 40,537 43,407 45,7858 21375 45 357 54,721 51,157
5,880 £.080 £.580 E.BE2 TINE TE3 7,852 7245
4,855 4,820 4564 4,585 473 4783 4,800 483
— 51 3,752 ] — 1.78% — —
194,728 EFEN] 124,525 126,124 1ZEEEE FEEET T IEES
33,27 35,856 36,200 29,094 I3sov 37,738 33,150 45,203
§ Bl 45 § B7.808 § BEE0s  § G7,080  § 82,078 FI0108  §A90,751 S I08E5D
5 B145T 0§ BT.ED8  § BESDS 5 STO0  F S2ATE BA01Z28 S4A0751 S105EM
5 D2 § 02 § D2 § 02 §F 034 F 033 0§ 038 0§ OF
§ D02 § D028 § 025 § @029 § 033 §F oO32 §F 03T O F 0%
5 D4 § D48 § D48 5 053 0§ Os1 0§ OS5 OE2  F 0D
5 D4 § D4 § D48 5 OS2 § 0Os0 0§ OS5 0§ DS 5 08
183,131 183,173 182,850 182,093 181,158 180,322 178,233 177,802
166,175 186,750 166,034 184,888 184,157 183,346
{585} {390} | — [155
188,124 188,955 188,704 184,821 184,157 183,151 182,988 180,7
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Red Hat GAAP to Non-GAAP Reconciliation Quarterly Gross

Margins
{Unaudited) Q116 Q216 Q316 Q416 Q117 217 QM7 Q417
{In thousands) Guarter End Guarter End Quarter End Quarter End GQuarter End Quarter End Guarter End Guarter End

23172015 8312018 112020958 202802016 5312016 B312016 113072016 222017

GAAP Revenue:

Subscriptions 5 424,783 § 441,528 5 457488 § 470,842 3501,6685 031,200 $543.318 $550,583
Training and services 55,208 52,622 55,082 63,580 85,234 88,505 71.842 68,252
Total subscription, training and services revenue 481,001 504,148 523,580 543 502 567,899 593 805 615,260 628 840

Hon-GAAP Cost of revenue:

Subscriptions 25,873 26,574 27,321 28,275 30,785 33,828 4488 38,229

Training and services 30,424 42,621 45,553 45,585 45,355 45,043 47 BOE 47,960

Total cost of subscription, training and services revenue 65,097 69,135 73,874 73,840 76,120 73,771 B2 183 84,189

Total Non-GAAF gross profit 415304 434 953 449 T0& 488 662 491,779 520,034 533,077 544 651
Cost of revenue reconciliation GAAP to non-GAAP

Subscriptions (GAAF) 28,8445 30,986 32.248 33,575 36,545 38,678 40,860 42 085

Less: non-cash share-based compensation expense 1,842 1,838 1.825 1,888 2157 2,004 1.830 2.005

Less: Amortization of intangible assets 2,481 2,586 3,100 3434 3,623 3,846 4,233 3.861
Subscriptions (non-GAAF) 25673 26,574 27,321 28,275 30,765 33,828 34488 36,229
Training and services (GAAP) 41,551 44,068 48,802 47,645 47,503 47,083 48,783 50,112

Less: non-cash share-based compensation expense 2.035 2315 2,240 2,080 2,148 2,050 2.0a8 2,152

Less: Amortization of intangible assets az 3z —_ —_ —_ _ — —
Training and sendices [non-GAAF) 39,424 42 621 46 553 45 565 45355 45 343 47 695 47 960
GAAF Gross Margin B85.2 % 84.9 % B4.5 % 851 % 852 % £85.4 % 853 % 85.3 %
Non-GAAP Gross Margin BE.5 % BE3 % B5.9 % B4 % BEE % BE.T % BEE % BEE %
GAAP Subscription Gross Margin 930 % 93.0 % 93.0 % 530 % 927 % 925 % 8925 % 925 %
Hon-GAAP Subscription Gross Margin 4.0 % 94.0 % 840 % M1 % 939 % 936 % 937 % 93.5 %
GAAP Training and services Gross Margin 261 % 2B2 % 26.2 % 254 % 283 % 3000 % 308 % 2T6 %
Hon-GAAP Training and services Gross Margin 29.9 % M % 29.6 % 286 % 3I15% 330 % 33T % T %
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RED HAT, INC.
Annual Hon-GAAP Consolldated Statsment of Ope

[Unaudited)
{In ihousands - except per share amaounts ) FY2012 Fy2m3 FYai4 FY2015 FY2016 FY2017
Year End Year End Year End Yaar End Year End Year End
21232012 22Bi2013 2282014 pirdilrde) ] HEHI16 2IERMT
Revanus:
Subscrigtions 5 855,575 5 1,148,341 % 1,336,771 § 1,561,234 5 1,303,448 5 2,135,780
Tralning and senices 167,528 160,476 197,624 226,255 248,781 276,023
Total subseription, training and services revenue 1.133,103 1,328,817 1,534,615 1,789,469 2,052,230 2411,603
Cost of ravenue:
Subscripons 59,109 70,059 81,216 95,565 107,642 135,310
Tralning and senvicas 108,026 115,165 128,311 152,635 174,163 186,953
Total cost of subscription, fraining and servizes revenue 167,135 165,224 210,627 246,500 282,005 322,263
Total gross profit 55,963 1,143,593 1,323,988 1,540,989 1,770,225 2,089,540
Operating sxpense:
Sales and marketing 386,226 473,232 548,691 655,345 771,766 535,565
Ressanch and development 182,5%8 239,667 278,233 326,922 364,014 428,106
Genaral and administrative 97,915 114,293 118,626 132,609 150,456 169,449
Total operating expense B57,039 517,192 347,550 1,124,877 1,255,256 1,533,120
Incame fram operations 295,929 336,401 376438 416,112 453,560 556,420
Interest Income 8,418 8,245 6,645 8,336 11,673 13,921
Omer Income [expense), net (262) 736 774 6,562 [1.735) (2,162)
Interest expanse [ED) {267} {150) {2,102 {4,551} {4,718)
Inzome before proviskon for Income taxes 307,025 335,115 383,697 428,908 459,356 563,459
Provision for Income taxes (GAAP t3x rate) (1) 90,603 B5.138 96,226 126,399 132,431 148,608
Mat Income 5 216422 5 239976 5 285471 5 302509 5 354805 5 413,851
Hat Income par ghars at GAAP tax rate:
Baslc H 112 % 124 % 150 % 1.62 % 134 % 230
Dlluted § 1.10 % 123 $ 143 3 1.0 % 1.91 $ 227
Weighted average shares outstanding:
Baslc 193,131 153,147 188,520 186,529 182,617 178,642
GAAP Diluted 196,451 155,804 192,036 189,245 185,119 182,961
Dilution offsst from convertiole naots hedge transactions — — — — [282) (252)
Mor-GAAP Diluted 196,451 155,804 192,036 189,246 185,637 132,669
Mote: certaln prior year amounts have besn reciassified to conform
with cument year praseniation.
Hon-GAAP Tax Rate 295 % 28.4 % 256 % 29.5% 275 % 266 %
1) Hote FY12, FY14 and FY17 Included discrete tax benafita,
please saa balow for provision for Income tax braakout:
Mor-GAAR adjusied net income before Income tax provision 3 37,025 ] 383,697 -] 563,459
GAAP affective tax rate, excluding discrate tax ltems % 26.7 % 7T %
HOn-GAAR provision for Income taxes before discrete tax benefts 5 92,668 5 102,451 5 156,010
Discrete tax beneflts (2,066 (4, 225) {6,402}
Provision for income taxes on Mon-3AAP adjustad net Incoms 5 90,602 5 CE.226 5 149,608
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Fad Hat GAAP bo Mon-GAAF Fsoonollizion - Annual
(Unaudied)
(N Sousancs - a¥Tsof par Shans amauns)

FRevsnue
OAAP Grocs Proft ac reportsd
Add: Mor-cash share-based compersaion sxpense

Add: Arartzation of infangibie assets
FMon-DAAF Grocs Proft

AP Cperating Imooeres 36 reporied

Add: Mor-Cash share-based compersation expense — Cost of Revenue

A hor-cash share-based compersation expense — S8M
Al hor-Cash share-hased compersation expense — RAD
A hon-Cash share-hesed compersation expense — GA4
Todal Nonaach cham-bacsd oumpencation smpencs
Add: Arnortzation of Infangibie assets — Cost of Revene
Add: Araortzation of Infangibie assets — S5

Add: Arortzation of infangibie azsets — RED

Add: Aeorizstion of infanglble assets — OAA

Toial Amorttzation of intangible acceds

Agid: Transscion costs reiaed b business combinations
Agid: Facliy =x® st

Mon-SAAR Operating Inooms

OAAP Grocs Margin ac reported
Hon-GASF Grocs Margin

wmwmmmumwm
Transscion costs reiated D business oombirations

: Fociiy =i sk
Mﬂﬂdmmhﬁﬂ!wmfﬂ'm
Nor-EAAP provisian for income tees (1)

fARAAA

For-CAAP adjusied net IRcome:

GAAP net Income per share:
Basic
[T )

Hor-CAAP adjusied Ref INCome G Shar
Basic
Ciluted

\Alsignbed reerage shares oustndng:

Basic

AN Diued

Dilubion: offsst fror comwverdbie nofe Fedge mnsactons
Hor-SAAP Diued

Fioks: Cariin prior year amounts havs besn reckacced fo confom

with ourrend Fear precsniation.

[1)iMobe FriZ, Frid and FriT inoluded disonsts tae benefite, pisacs

oo basicew Por prowicion for inoomes tax Ereskout
HOr-EAAR adjustsd Ret iRcome before Income b prow sion
CANF ehetive [y rate, exciuding dooete b s

Mor-EAAP provision for income tees before disoreie tae beneft

Descrete tow bemeft
Provdisiion for Income: Sanes. on Mon-GASF ad usied) net iIncome

Friz Friz Frig Fi& Frig FiiT
Yaar End o End ¥sar End Yaar End Yaar Enad Yaar End
2EAsMI DI P ] 2ORSMHE I 2EABHT
3 1133902 § 13837 5 12455 § iTER A IETE O§ Z411a03
3 3ams § 118217 § 13205 § 15520 5 1742601 5 2057425
7,580 3433 11,753 7 15838 18553
i3 5343 10,150 ILETZ 172 155
T T Te35E2 % e = T § ThEE s
3 1|HI § mmE § picede. 1 - 4534 § malsE § 3323
7.280 3433 11,758 1T 15838 18553
=00 305 aIm =5, g3083 aITE
21.5m =547 ETRE 38517 48,455 -t
4,757 =712 7488 17,488 12781 178
TRIET =558 1377 135,132 186134 132330
133 2343 10,130 10E2 11 12582
2342 B495 2872 7,838 507s T
4134 3235 3,83 2417 Baz 132
1574 £z 318 B 5950 TS
18752 nEm 25,70 5888 R =z
— - - 4mn ELLTS 1788
— 3,142 2471 — — —
H TETE % IXAT % TELE % FEIZ__§ Zaiws % TEEAT
4z MIw I W BATH 4% =3w
=xw A% B3N BE1H I T
176 % 151% 51 % HO% 140% 125%
H4w ME% H5u 133% nEH ni%
3 4EEE § 1§ 53§ mm § 198388 § i
51383 Dmzan 512% 7527 pid= SE47T
H WEmE  § IETE2 5 I3}EE § =aE % TLEEE % I
TRIET =538 H3TR R 185234 132
15782 et 25,70 5888 580z =EEs
— - - 7.2 18570 15,104
— - - 4mn ELLTS 1788
— 3,142 247 - — —
7o 33,115 ECt 425,308 sm3 3 sE34mm
0503 =133 EES 126,328 132,431 145,508
H TEAZ & TESE_§ P ACEE§ EEEE§ EREES
3 o 3 ats § LTI =T % 1\ 5 141
3 orE 3 el o= f 0= 3 1w 5 13
3 112§ 124§ 1§ 182§ LT 1 bk o}
3 110§ 123§ 145§ 150 % 13§ 27
122,151 153,147 183,320 186,523 1EZEIT 1T
126,451 195,304 18203 183,245 185,112 152361
— — — — 2EE 252
TEEAET E3=m e EEES TEEEaT TELEEE
3 W7D 5 38357 3 5E14m8
Ik ET W T
H B H == H TZEG0
12D 14,205 [E40T)
H EEH H EE H T3 E0s
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RAeed Hat (G8AF 1o Mon-G&AF Resomoilatdon Rolling
Ewerages Four Guarbsm Ellings Proxy

I'L.ﬂ!l.ﬂt'ﬂ_

iin '."'CI.E-E"IE-:I
FIFTIE TR EEFTIE EAFTIE Roiling FIFYIT EFYIT EIFVIT EFFT Roilirg Taar-Cnver-

GQuarbesr End  Guarter End  GuarberEnd  Guarier End Average Four GuartsrEnd  Guarbw End  Guarier End  Guariewr End Avwerage Four | Vear Growth

EESHE  SISHE  TUENSHE NTRSHE Grarter EEIHE AEmHE  11SEHE ST Grartes

Total Fmvenie 481 0 034,138 £33.5a0 SO Eillings Proxy o] 508,505 515,260 528530  Eillings Proxy

Change I defermad Feesnue on Ebbement of Cash Sioas 31557 (25071 =5 55 10 HE 53] 08,553 £4,181 57339

Bllings Frowy 235,43 =733 e TEIIZ SR 51,505 ] Eraaa =538 =TI 154 %

Acfusimant for curmeney Impadt i iofal e 4,70} {3475 [4,581] 1,570

Bllings Prowy on & Consiant Curmency basts E0.105 ] ETAAED ST A0S BET ST 190 %
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EARLY ADOPTION OF ACCOUNTING
STANDARDS UPDATE

ASU 2016-09 was issued in March 2016 to simplify accounting for share-
based compensation

As described in the FY16 10-K in Recent Accounting Pronouncements, adoption
was required Q118. RHT adopted early in Q117 as permitted.

Excess tax benefits from share-based payments are now recognized as a discrete
tax benefit or expense in the Statements of Operations
* Q417 GAAP net income and GAAP EPS benefited by less than $1 million and less
than $0.01, respectively

« FY17 GAAP net income and GAAP EPS benefited by approximately $16 million and
$0.09, respectively

o Effect of ASU 2016-09 is excluded from non-GAAP net income and non-GAAP EPS
Excess tax benefits from share-based payments on the Statements of Cash Flows
are now recognized as an operating cash flow rather than a financing cash flow

e Q417 and FY17 operating cash flow includes less than $1 million and $16 million of
excess tax benefits, respectively

* Prior year Statements of Cash Flows are adjusted to comparable presentation on the
following page
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EARLY ADOPTION OF ACCOUNTING
STANDARDS UPDATE

(unaudited)
(S millions)

Effect of ASU 2016-09 on FY16 and FY17 operating cash flows

Ql16 Q216 Q316 Q416 FY16

Q117 Q217 Q317 Q417

FY17

Operating cash flows prior to

accounting update $§209 S$120 S139 S$247 S716
Excess tax benefits from share-

based payment arrangements

now classified as an operating

source of cash 6 3 9 2 20

$224 S 96 S130 S$317

S767

16

Operating cash flows adjusted
for accounting update §215 S$123 S148 S$250 S$736

26

$§232 S 97 S136 S$318

$784

Q. redhat.
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