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Explanatory Note
In the Form 8-K filed by Palo Alto Networks, Inc. (the “Company”) on September 4, 2019 (the “Original 8-K”), the Company furnished certain supplemental financial information as Exhibit 99.2 thereto. This Form 8-K/A amends the

Original 8-K by furnishing a corrected copy of Exhibit 99.2 to revise the last sentence of the narrative and include text that was inadvertently omitted from the end of the narrative that precedes the section titled “Non-GAAP Financial
Measures and Other Key Metrics.”

Item 9.01 Financial Statements and Exhibits.

(d)  Exhibits.

Exhibit No. Description of Exhibit
99.2 Supplemental financial information dated as of September 4, 2019.
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Exhibit 99.2

Supplemental Financial Information
This is an overview of our fiscal fourth quarter and fiscal 2019 results, along
with our forward-looking guidance. In the fourth quarter, total revenue grew
22% to $805.8 million. Product revenue of $305.7 million grew by 12%.
Fourth quarter subscription revenue of $292.9 million increased by 37 %,

and support revenue of $207.2 million increased by 20%.

Total billings in the fourth quarter were approximately $1.1 billion, an
increase of 22% year-over-year. The dollar weighted contract duration for
new subscription and support billings in the quarter, while down by over two
months compared to the same period one year ago, remained at

approximately three years.

Total deferred revenue at the end of Q4’19 was $2.9 billion, an increase of

27%.

We continue to increase our wallet share with existing customers. Our top
25 customers spent a minimum of $39.1 million in lifetime value, a 23%
percent increase over the $31.7 million spend in the same period a year

ago.




Q4’19 GAAP gross margin was 73.0% and Q4’19 non-GAAP gross margin

was 77.5%, an increase of 130 basis points compared to last year.

Q4’19 GAAP operating expenses were $598.3 million dollars, or 74% of
revenue, and Q4’19 non-GAAP operating expenses were $450.4 million, or
56% of revenue. Q4’19 GAAP operating margin was (1.2%) and Q4’19
non-GAAP operating margin was 21.6%. This includes approximately $10

million of net operating expenses related to acquisitions.

We ended the fourth quarter with 7,014 employees.

Fourth quarter GAAP net loss was $20.8 million or $0.22 per basic and
diluted share compared to GAAP net income of $7.0 million or $0.07 per
diluted share for the prior year period. Non-GAAP net income for the fourth

quarter grew 12% to $146.9 million, or $1.47 per diluted share.

To recap the full year:
We reported total revenue of $2.9 billion, a 28% increase year-over-year,

with approximately $1.1 billion of product revenue, up 25% year-over-year.




Total billings were $3.5 billion, up 22% year-over-year. Product billings
were $1.1 billion, support billings were $947.4 million and subscription

billings were $1.4 billion.

For the full fiscal year, GAAP operating margin was (1.9%) and non-GAAP
operating margin was 22.0%, an increase of 10 basis points year-over-year
compared to FY’18, and included approximately $32 million of net expense
related to acquisitions throughout the year. GAAP net loss declined 33%
year-over-year to $81.9 million or $0.87 per basic and diluted share, while
non-GAAP net income grew 35% year-over-year to $539.4 million, or $5.45

per diluted share.

Turning to cash flow and balance sheet items:

We finished July with cash, cash equivalents and investments of $3.4

billion.

Q4'19 cash flow from operations of $231.5 million declined 17% year-over-
year. Free cash flow was $178.4 million, a decline of 29% year-over-year,
at a margin of 22.1%. Adjusting for cash charges associated with our
headquarters in Santa Clara and imputed interest expense associated with

our 2019 convertible debt offering, adjusted free cash flow was $238.6

3




million, down 8% at a margin of 29.6%. Capital expenditures in the quarter
were $53.1 million. DSO was 55 days, a decline of two days from the prior

year period.

Full year fiscal 2019 cash flow from operations was $1.1 billion, and free
cash flow was $924.4 million, at a margin of 31.9%. Adjusting for cash
charges associated with our headquarters in Santa Clara and the
retirement of our 2019 convertible debt, adjusted free cash flow for the year

was $1.1 billion, at a margin of 36.7%.

Regarding forward-looking guidance - for fiscal Q1'20, we expect revenue
to be in the range of $760 million to $770 million, an increase of 16% to
17% year-over-year. We expect Q120 total billings to be in the range of
$875 million to $890 million, an increase of 15% to 17% year-over-year. We
expect Q1°20 non-GAAP EPS to be in the range of $1.02 to $1.04, which
includes net expenses related to our recent acquisitions, including the
proposed acquisition of Zingbox, and uses approximately 99.5 million to

101.5 million shares.

For fiscal 2020, we expect revenue to be in the range of $3,440 million to

$3,480 million, an increase of 19% to 20% year-over-year. We expect fiscal




2020 total billings to be in the range of $4,095 million to $4,155 million, an
increase of 17% to 19% year-over-year. Additionally, we expect fiscal 2020
Next-Gen Security billings to be in the range of $800 million to $810 million,
an increase of 77% to 79% year-over-year. We expect fiscal 2020 non-
GAAP EPS to be in the range of $5.00 to $5.10, which includes net
expenses related to recent acquisitions and uses approximately 102 to 104

million shares.

Here are some additional modeling points:

Our Q120 non-GAAP EPS guidance includes the net impact of recent
acquisitions (RedLock, Demisto, Twistlock, PureSec and proposed
acquisition of Zingbox), in the range of $10 million to $12 million or $0.08 to
$0.09 per share. Our fiscal 2020 non-GAAP EPS guidance includes a $45

million net impact of acquisitions, or $0.34 per share.

Finally, turning to free cash flow. For fiscal 2020, we expect an adjusted
free cash flow margin of approximately 30% after adjusting for expected

cash charges associated with our headquarters in Santa Clara.




Forward-Looking Statements
This supplemental financial information contains “forward-looking”
statements within the meaning of Section 27A of the Securities Act and
Section 21E of the Exchange Act that are based on our management'’s
beliefs and assumptions and on information currently available to
management, including statements regarding Palo Alto Networks' financial
guidance for the fiscal first quarter and full year 2020, such as expectations
regarding its revenue, billings, non-GAAP earnings per share, the related
components of non-GAAP earnings per share, weighted average
outstanding share counts, adjusted free cash flow margin and the related

components of adjusted free cash flow margin.

There are a significant number of factors that could cause actual results to
differ materially from statements made in this supplemental financial
information, including: our limited operating history; risks associated with
managing our rapid growth; risks associated with new products and
subscription and support offerings, including the discovery of software
bugs; our ability to attract and retain new customers; delays in the
development or release of new subscription offerings, including through

deployment of new capabilities via security applications developed by third




parties; rapidly evolving technological developments in the market for
network security products and subscription and support offerings; our ability
as an organization to acquire and integrate other companies, products or
technologies in a successful manner; length of sales cycles; and general
market, political, economic and business conditions. Further information on
these and other factors that could affect the forward-looking statements we
make in this supplemental financial information can be found in the
documents that we file with or furnish to the U.S. Securities and Exchange
Commission, including Palo Alto Networks’ most recent Quarterly Report
on Form 10-Q with the SEC on May 30, 2019, which is available on our
website at investors.paloaltonetworks.com and on the SEC's website at
www.sec.gov. Additional information will also be set forth in other filings
that we make with the SEC from time to time. All forward-looking
statements in this supplemental financial information are based on our
current beliefs and on information available to us as of the date hereof, and
we do not assume any obligation to update the forward-looking statements
provided to reflect events that occur or circumstances that exist after the
date on which they were made or to update the reasons why actual results
could differ materially from those anticipated in the forward-looking

statements, even if new information becomes available in the future. All




information in this supplemental financial information is as of September 4,

20109.




Non-GAAP Financial Measures and Other Key Metrics

This supplemental financial information contains financial statements that have not been prepared in accordance with generally
accepted accounting principles in the United States (GAAP). We use these non-GAAP financial measures and key metrics internally
in analyzing our financial results and believe that the use of these non-GAAP financial measures and key metrics is useful to
investors as an additional tool to evaluate ongoing operating results and trends and in comparing our financial results with other
companies in our industry, many of which present similar non-GAAP financial measures or key metrics.

Non-GAAP financial measures and key metrics are not meant to be considered in isolation or as a substitute for comparable GAAP
financial measures, and should be read only in conjunction with our consolidated financial statements prepared in accordance with
GAAP. A reconciliation of our non-GAAP financial measures and key metrics to the most directly comparable GAAP measures has
been provided in the financial statement tables included in this supplemental financial information, and investors are encouraged to
review these reconciliations. We have not provided a reconciliation of forward-looking non-GAAP measures to the corresponding
GAAP measures as they are not available without unreasonable effort.




Palo Alto Networks, Inc.
Condensed Consolidated Statements of Operations - Fiscal Years
{In millions, except percentages)

Fy17"  Fy1g" FY19

Revenue:

Product $ 7085 § 8798 § 1.096.2

Subscription and support 1,046.6 1,393.8 1,803.4
Total revenue 1,755.1 22736 28996
Cost of revenue:

Product 201.4 2724 3159

Subscription and support 275.0 372.7 492 5
Total cost of revenue 476.4 645.1 808.4
Total gross profit 1,278.7 1,628.5 2,091.2
Product gross margin 71.6 % 69.0 % 71.2%
Subscription and support gross margin 73.7 % 73.3% T2.7 %
Total gross margin 72.9% 71.6 % 721 %
Operating expenses:

Research and development 3474 400.7 539.5

Sales and marketing 898.8 1.074.2 1.344.0

General and administrative 198.3 257.8 261.8
Total operating expenses 14445 1,732.7 2,145.3
Operating loss (165.8) (104.2) (54.1)
Interest expense (24.5) (29.6) (83.9)
Other income, net 10.2 285 63.4
Loss before income taxes (180.1) (105.3) (74.8)
Provision for income taxes 22.9 16.9 73
Net loss $ (2030) § (1222) $ (81.9)

(1) In Q1"19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for FY'17 and FY'18 have been adjusted.




Palo Alto Networks, Inc.

Condensed Consolidated Statements of Operations - Fiscal Quarters

(In millions, except percentages)

Revenue:

Product

Subscription and support
Total revenue

Cost of revenue:

Product

Subscription and support
Total cost of revenue

Total gross profit

Product gross margin
Subscription and support gross margin
Total gross margin

Operating expenses:
Research and development
Sales and marketing
General and administrative

Total operating expenses

Operating income (loss)

Interest expense

Other income, net

Income (loss) before income taxes
Provision for (benefit from) income taxes
Net income (loss)

Q118 Q218 Q318" Q418" Q119 Q219 Q319 Q419
1848 $ 2048 $ 2181 $ 2721 $ 2405 $ 2716 $ 2784 $ 3057
317.0 340.8 3496 386.4 415.5 4396 448.2 500.1
501.8 5456 567.7 658.5 656.0 711.2 726.6 805.8

576 63.9 68.9 82.0 73.2 825 78.0 82.2
83.7 95.5 91.0 102.5 110.3 120.1 126.9 135.2
1413 159.4 159.9 184.5 1835 202.6 204.9 217.4
360.5 386.2 407.8 4740 472.5 508.6 521.7 588.4
68.8 % 68.8% 68.4% 69.9 % 69.6 % 69.6 % 72.0% 73.1%
73.6 % 72.0% 74.0 % 73.5% 73.5% 72.7% 71.7 % 73.0%
71.8% 70.8 % 71.8% 72.0% 72.0% 71.5% 71.8 % 73.0 %
94.2 96.6 99.6 110.3 113.4 128.3 139.1 158.7
254.1 258.8 271.4 289.9 314.6 320.0 339.0 370.4
65.7 53.3 82.1 56.7 76.6 537 2.3 69.2
4140 408.7 453 1 456.9 504.6 502.0 540.4 598.3
(53.5) (22.5) (45.3) 17.1 (32.1) 6.6 (18.7) (9.9)
(6.3) (6.4) (6.5) (10.4) (22.7) (20.6) (20.6) (20.0)
4.8 4.9 86 10.2 13.0 16.0 18.2 16.2
(55.0) (24.0) (43.2) 16.9 (41.8) 2.0 21.1) 13.7)
8.2 16 (2.8) 9.9 (3.5) 46 (0.9) 7.1
(632) $ (256) $  (40.4) $ 70 $  (38.3) $ (26) $ (202) $ (20.8)

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for FY'18 have been adjusted.




Palo Alto Networks, Inc.
Non-GAAP Condensed Consolidated Statements of Operations - Fiscal Years
(In millions, except percentages)

Fya7™ Fy1g FY19

Revenue:

Product $ 7085 $ 8798 $ 1,096.2

Subscription and support 1,046.6 1,393.8 1,803.4
Total revenue 1,755.1 22736 2,899.6
Cost of revenue:

Product 181.6 252.7 299.7

Subscription and support 207.9 287.3 373.9
Total cost of revenue 389.5 540.0 673.6
Total gross profit 1,365.6 1,733.6 2,226.0
Product gross margin 74.4 % 71.3 % 72.7 %
Subscription and support gross margin 80.1 % 79.4 % 79.3%
Total gross margin 77.8 % 76.2 % 76.8 %
Operating expenses:

Research and development 190.8 251.2 347.8

Sales and marketing 706.0 856.6 1,101.1

General and administrative 100.1 127.0 139.9
Total operating expenses 996.9 1,234.8 1,588.8
Operating income 368.7 498.8 637.2
Interest expense - (0.8) (13.7)
Other income, net 12.6 27.5 68.1
Income before income taxes 381.3 525.5 691.6
Provision for income taxes 118.1 124.8 152.2
Net income 3 2632 § 4007 $ 5394

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for FY'17 and FY'18 have been
adjusted.




Palo Alto Networks, Inc.

Non-GAAP Condensed Consolidated Statements of Operations - Fiscal Quarters

(In millions, except percentages)

Revenue:

Product

Subscription and support
Total revenue

Cost of revenue:

Product

Subscription and support
Total cost of revenue

Total gross profit

Product gross margin
Subscription and support gross margin
Total gross margin

Operating expenses:
Research and development
Sales and marketing
General and administrative

Total operating expenses

Operating income

Interest expense

Other income, net

Income before income taxes
Provision for income taxes
Net income

Q118™ Q218" Q318™ Q418" Q119 Q219 Q319 Q419

$ 1848 $ 2048 $ 2181 $ 2721 $ 2405 $ 2716 $ 2784 $ 3057
317.0 340.8 3496 386.4 4155 439.6 448.2 500.1
501.8 545.6 567.7 658.5 656.0 711.2 726.6 805.8
52.6 58.8 64.0 77.3 68.5 77.8 73.6 79.8
64.6 72.2 71.2 79.3 84.5 91.1 96.8 101.5
117.2 131.0 135.2 156.6 153.0 168.9 1704 181.3
384.6 414.6 4325 501.9 503.0 542.3 556.2 624.5
71.5% 71.3% 70.7 % 71.6 % 71.5% 71.4 % 73.6 % 73.9 %
79.6 % 78.8 % 79.6 % 79.5% 79.7 % 79.3% 78.4 % 79.7 %
76.6 % 76.0 % 76.2% 76.2 % 76.7 % 76.3 % 76.5% 77.5 %
56.0 59.7 62.7 72.8 724 82.4 92.4 100.6
2015 203.2 2175 234.4 254.9 253.8 277.7 314.7
30.5 31.0 30.7 34.8 39.2 31.3 34.3 35.1
288.0 293.9 310.9 342.0 366.5 367.5 404.4 450 4
96.6 120.7 1216 159.9 136.5 174.8 151.8 174.1
- . - (0.8) (3.3) (3.5) (3.4) (3.5)

5.3 5.9 6.6 9.7 14.7 17.0 18.7 177
101.9 126.6 128.2 168.8 147.9 188.3 167.1 188.3
31.6 27.9 28.2 371 32.5 41.3 37.0 41.4

$ 703 $ 987 $ 1000 $ 1317 § 1154 $ 1470 $ 1301 $ 1469

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for FY'18 have been adjusted.




Palo Alto Networks, Inc.

GAAP to Non-GAAP Reconciliations and Calculations of Other Key Metrics - Fiscal Years

{In millions, except percentages and per share amounts}

GAAP to Non-GAAP Reconciliatiens

GAAP product grass profit
Share-based compensation-related charges
Amortization expense of acquired infangible assets
Litigation-related charges'™

MNon-GAAP product gross profit

Non-GAAP produet grass margin

GAAP subscription and support gross praft
Snare-based compensation-related charges
Amortization expanse of acquired intangible assets

Non-GAAP subscriplion and suppert gross profit

Non-GAAR subscriplion and support gross margin

GAAP lotal gross prafit
Share-based compensation-related ch.
Amortization expensa of acquired intangible assats.
Litigation-ralated charges'™

MNon-GAAP lotal gross profit

Non-GAAP gross margin

GAMP rezearch and development expense
Share-based compensalion-relaied charges
Amortization expense of acquired intangible assats
Non-GAAP ressarch and development expense
Non-GAAP research and development expense as & percentage of revenue

GAAP sales and marketing expenss
Share-based compensation-ralated charges
Acquisition-related costs™
Amortization expense of acquired intangible agsets
Non-GAAP sales and marketing expense
Non-GAAP sales and marketing expense s a percentage of revenue

GAAP general and adminisitalive expense
Share-based compensation-related charges
Acquisition-related costs™
Facility exit costs™

Non-GAAP general and adminisliative expense

Non-GAAF general and i BEDONSE 35 3

90 of revenue

GAAP lotal operating expense
e-based compensation-ralated charges
Acquisilion-related costs™
Amortization expense of acqured intangible assets
Facility exit costs'
Non-GAAF intal aperating expense
Non-GAAF total gperating sxpense as & perceniage of revenus

GAAP operating loss
Shate-based compensation-related charges
Acquisition-relaled costs”™
Amaortization expense of acquired intangible assets
Litigation-related charges'®
Facility exit costs'!

Non-GAAP aperating income

MNon-GAAP operating margin

GAAP interest expense

Non-cash charges relaled to convertible noles™
Mon-GAAP interest axpenss
Non-GAAP intersat expense as & percentage of revenue

GAAP alher income, net

Mon-cash charges related io comvertible notes™

Foreign currency (gain) loss assosiated with non-GAAR adjustments
Mon-GAAP alher income, net
MNon-GAAP ather income, nel as a percentage of revenue

GAAR Ines befors incoma taxas

Share-based compensation-related charges

Acquisition-related costs™

Amortization expense of acguired infangible assets

Litigation-related chargas'™

Facility exit costs'™

Mon-cash charges related to convertible notes™

Forelgn currency (gain) loss associated with non-GAAP adjustments
Mon-GAAR income before income taes

Fri7t Frig" FYig
$ 5071 § 6074 § 7803
75 72 B0
- 02 -
12.3 123 0.2
[ 5268 § 6271 5 7965
74, 4% 71.3% 72.T%
$ IE § 10211 § 1,3109
58.7 nz 78,2
8.4 14.2 40,4
3 8387 § 11065 § 14285
a0.1% T5.4% T8.3%
% 12787 § 16285 & 20912
68.2 784 B2
24 144 404
12.3 123 10.2
3 13856 % 17338 5 22260
T7.8% T6.2% 76 8%
s 374§ 4007 § 530.5
156.3 1485 1R
0.3 - -
§  fa0e § @812 §  mie
10.9% 11.0% 12.0%
5 8988 § 10742 § 1,344.0
1028 2163 2303
= 01 =
0.2 12 126
5 T06.0 5 8566 5 1,101.1
HA0.2% 3T.7% 38.0%
% 1983 % 2578 § 2618
78 722 85.1
ER 178 208
21.3 4048 7.0
$ 1001 % 1770 § 130.0
5.7% 56% 4.8%
$ 14445 § 17327 § 2,145.3
4227 4380 5071
ER 78 208
05 12 128
213 408 7.0
5 9369 % 12348 5 1,588.8
86.8% 54.3% 54.8%
§ (165.8) § (104.2) § (54.1)
488.9 5164 591.3
ER 179 20.8
a8 1586 53.0
12.3 123 10.2
1.3 408 1.0
$ 3687 5 2988 § 6372
21.0% 21.9% 22.0%
§ (245) § (296) § 183.9)
245 288 70.2
H - T FLENTY
0.0% 0% -0.5%
$ 102 % 25 § 634
A - 28
24 1.0} 241
3 126§ 275 § 66,1
0.7% 1.2% 2.3%
H (180.1) § {1053) § (T4.8)
488.9 5164 5813
31 179 298
a8 156 53.0
123 123 10.2
213 408 70
248 288 728
24 o 21
] 3813 § 5355 § 6918

{111 1119, we adopled new accounting guidance refated 1o revenue recognition. As a result, certain amounts for percds prior to FY*19 have been

adjusted,

(2} Gonsists of the amortization of intelleciual property licenses,
{3) Consists of it

ion costs, b ion related to the cash setilament of certam equity awards, and costs Lo terminate
cartain employment, oparating leasa. and other contracts of the acquired companies.

{4} Consists of charges related to the relocation of our corporate headquarters (impaimment loss of 520 8 million and acoelarated depreciation in FY'17,
cease-usa loss of $39.2 milion and accelerated depreciation in FY18, and additional cease-use loss of $7.0 milion in FY"19) and charges related to
the resocation of our research and development canter in Israel (cease-use loss of $1.3 milion and accelerated depreciation in FY"18).

(5} Consisls primarily of non-cash inleres! expense relaled {o our convertible senior notes. Also includes a non-cash loss of 528 million in Fy'19

related 1o garly conversions of the converiible noles during the period




Palo Alto Metworks, Inc.
GAAP to Non-GAAP Reconciliations and Calculations of Other Key Metrics - Fiscal Years
{In millions, except percentages and per share amounts)

Fri7t Frig" F¥13
GAAP provision fof income taxes $ 220 § 169 & 73
Income tax and cther lax adjustments related 1o the above 5.2 1079 1449
Mon-GAAP provision for income taxes 5 1181 _§ 1248 & 152.2
Non-GAAP effective tax rate ™ 31.0% 23,7% 2Z.0%
GAAP net loss § (203.0) § (1222) § {B1.9)
Share-based compensation-related charges. 488.9 5164 §91.3
Acquisilion-related costs™ ER 178 20.8
Amortization expense of acquired intanglble asasts a8 156 53.0
Litigation-related charges'™ 12.3 123 10.2
Facilly exil costs’ 213 408 70
Non-cash changes related (o comvertible notes'”™ 245 288 728
Foraign currency (gain) loss associated with non-GAAP adjustments 24 1.0} 21
Income tax and other tax adjustments related fo the above (85.2) 4107.9) {144.9)
Mon-GAAP net income: [ 2632 § 4007 S 539.4
GAAR net loss per share, diluled § (224) § 1.33) § 10.87)
Share-based compensation-related charges 5.28 547 €00
Acquisition-related costs™ 0.03 0.20 032
Amortization expense of acquired intangible asasts .10 017 056
Litigation-related charges’™ 014 013 o1
Facility exit costs™ 0.24 044 0.07
Non-cash charges related lo convertible notes™ 0.27 0.31 077
Forsign currency (gain) loss associated wilh non-GAAP adjusiments 0.03 0.01) 0.02
Income tax and other tax adjustmanis related to the above (1.05) (1.18) {1.53)
Man-GAAP nel income per share, dilted $ 261 % 420 § 545
GAAF weighled-average shares used to compula net loss per share, diluled 906 9y 845
Weighled-average effect of polentially dilutive socuritios”! 30 ia 45
Non-GAAP weighted-average shares used to compula net Income per share, diluted 936 [ 0.0
Met cash provided by operating activites™ 3 ag88 § 10381 § 10558
Less: purchases of property, equipment, and other assess 1634 1120 131.2
Free eash flow (non-Gass)™ § 7054 § 9361 § 5244
Aed: capital expendiunes for new headguarters 92.0 2 264
Add: of ibla sanior notes atiri to dabt discount - - 878
Less: cash reimbursament (paymants), net related 1o landlord lease L] £ 168 {14.8)
Adjusted free cash flow (non-GAAP) $ 7974 % 9205 § 1,085.2
Mel cash used in investing activities § (4726) § {5200) § (1,825.9)
Met cash provided by (used in) financing activities § (385.0) 5 12456 § {773.9)
Froe cash flow margin fnon-GAAF) 402" 40,7 31.9%
Adjusted free cash flow mamgin (non-GAAR) 45.4% 40 5% 36.7%
Total revanus s 17651 § 22736 8§ 28808
Add: change in total deferred revenue, net of acquired deferred revenue 496.6 5826 £80.2
Totad billings 5 22517 % 28562 § 3.489.8
Product revenue: ¥ T08.5 § 8798 § 1,096.2
Add: change in product deferred revenue 20 (12) (0.2)
Praduct billings $ 705§ 8786 § 1,096.0
Subseriplien revenue $ 5488 § 7581 § 1032.7
Addd: changs in subscripton deferred revenue, net of acquired subscription defermed revenue 285.0 3793 4137
Subscription billings $ Ha38 8 11374 8§ 1,446 4
Support revenue 5 4878 § 6357 § T
Add: change in support deferred revenue, net of acquired support deferred revenue 169 8 2045 176.7
Suppon billings $ 6374 § 8402 5 947.4
Total revenue $ 17551 % 22738 § 2,899.6
: change in shorl-term deferrad revenue, nat of acquired short-tarm defared revenue 257.2 2885 3533
Current billings [ 2M23 § 25831 8 3,2529

{1}1n @118, we adopted new accounting guidance related 1o revenue recagnition and new accounling guidance related to the presentation of
rasiricted cash in the statemeant of cash flows. As a result. certain amounts for perods prior to FY'19 have been adjusted.

(2) Consists of the amortization of inellectual property licenses.

{3} Consists of it ion costs, based ion related to the cash setiement of certain aquity awards, and costs to terminate
cartain employment, operating leasa, and other contracts of the acquired companies.

{4} Consists of charges related to the relocation of our corporate headquarters (mpaimment loss of 520.9 million and accelerated depreciation in FY'17,

ceass-us8 loss of $30.2 milion and accelerated depreciation in FY18, and additional cease-use loss of $7.0 mélion in FY“19) and charges related o
the refocation of our research and devalopment canter in lsrasl (cease-use loss of $1.3 mélion and accelerated depreciation in FY18).

5) Consists primarily of non-cash interest expense related 1o our convertible senlor notes. Also includes non-cash loss of $2.6 milion in FY™19 related
to earty conversions of the convertible netes during the perod,

(6} Effective ©1'17, our non-GAAP effective tax rate changed from 38% to 31%. Effective Q2'18, our non-GAAP effective tax rate changed from 31%
1o 22% due 1o e reduction of the LS. federal corposats income 1ax rate under the LS, Tax Cuts and Jobs At which was enacled into law on
December 22, 2017

(7} Our potentially dilutive secunties include the potentially ailutive effect of employee equity mcentive plan awards and our convertible senior notes
cutstanding and related warrant agreements, pariially offset by the antl-dilutive impact of our note hedge sgreements_

(8} Cash provided by operating activities during FY'18 includes the recaipt of an upfront cash reimbursemant of $38.2 million from our landlords in
Q118 in connection with the exercise of their option to amend the lease payment schedules and ekminate the rent hollday pericds under certain of our
lease agreements. The upfront cash reimbursement has been and will be appled against increased rental payments totaling $38.2 million due in FY'18
through FY¥'20 under the amended lease agresments. Adpsted free cash flow for FY'18 reflects an adjustment for the $38.2 million recaived from our
landicrds, less related rental payments made duning the period of $21.4 million. Adjusted free cash flow lor periods reflects adj Tor
refated renlal payments made during the respective periods,
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{In milllons, except percentages and per share amaunts}

GALP praduct gros peofi
Shars-ased compensaton-ralaiod charges
Arartizason sxperas of accuired intangible sasels
Liligation-refated charges™

Non-GAAP product gross. profit

Nor GAAP pracuct grass mangin

EAAP subscription and support qroas proft
Share-nased campensaton-relaled charges

Hon-GARR aubscriplion and suppor gross proft
Nor- BAAR subscnoon and SURROA gioss margen

CAAP botal gross praf
Share-hased campensaton-relaled charges

Litigaton-refated charges™
Non-GAAF tosal grogs profit
Kien-GAAP gess margin.

GALP research and devakpment cxpense.

‘Share-nased cam) d chargas
Mon-GRAF msearch and devalopment sxperae
N

GAAP sabes and marksing sxpenss
Srar-bosed compenzaton-relaled charges
Acquistion raised cosss™
Amartizaton experse of accured niangibi ssols
Non-GAAF salas and maneing apensa
Nor-GAAR 5aids and mAkARNG S4pANSA 53 A HArCenIage of rveuE

GAAP general and adminisirative expenss
Share-oased compensason-Telated charges
Acquisitian-ralated coses”

Faciity et casts!!
Mon-GAAP genaral and sdmivsirative wxpsnss
o BAAP, i

eapena as 8

GAAP total operating expenss
Share-hased compensason-related chargss
Acquisitian relased cosss™
Amanizasan sxpensa of acqured insangbie aasels
Factity ext costs™!
Non-GAAR s pperaling Bkpanss
oGP tolal oparating expense 23 @ percenfage of mvenve

GAAR pparating incoma ass]
Shanm-based compensaton-ralatsd chargas
Acquisiion raisted costs'"!

Litigaton related charges™

Foclty ext costs™!|
Hon-GAAP oporaling o
Nor GAAF OPETBNG Mmargn

AP infreat eperss
Man-cash charges related b corertisie notes!

Mon-BAAP inierest xperse

Nor GAAS niorost expanse a5 3 pOrCenage of revenue

GAAP i incaa, el
Pan-cash charges related to comertisie noses’"!
Faremn cumency gen) loas azscolated wih norGAM adusimants

Hon-GAAE ctter incame, net

Nor-GAAR aihar (ncam, pet a5 & PATCaNtaga af revnun

GAAP incame (loas) before income s

Shane-tased compensaSon-relsled charges

Acquistion reed casts'™

Amartizasan eapense of accired inangbls assols

Litigation-retatad chaeges™

Faciiy ect casts*|

Man-cash chargas related b coneriie notes’™

Foreign curmency (i5in] 1068 asaccialind wilh non-GASF adustmants
NON-GAAF INEIMA LSt neama Laxes

‘GAAP pravision 1or (benefl om) noome tases
Income 1ax and ofher tax adjusiments refated 1 the above

HonGAAR proviian for income taxos

Non-GAAS afiectiva tax e ™

GAAF nat income: {icas )
Shana-hased campensaton-ralalod chargas
Acquisition rekwted cosss'”
Amartizaion experse of acired ikangiie sssels
Litigaton-retated charges’™
Facity ot costs'”!
Pon-cash charges related to cormerticle nosss'"!
Faren currency [gain] loss azzaclaled vith non GAAS adyustments
srome tax and other tax adjusiments refated 5 e abore
NOnGAAP pet income

- Fiszal Guarters
ang™" e Qaa™ a1’ Qi1 o1 Q319 Qa3

5 1272 § 1408 § 1482 § LR 1673 § 139 3 004 % 735
18 21 i 14 e e 13 e

- = : 0z - - H 3

a1 i a1 i a1 30 ES) i

3 T2 § 60 § e § 78 § 1720 § 1958 § 9048 § 7250
71.5% T13% EED T16% 71.5% T14% TI6% TINH

5 233 & 2453 5 2586 & 2030 3 3082 8 3195 § 3213 & 3844
w67 s 64 7.2 w7 04 184 02

24 24 34 .0 71 EX 07 15

3 oz4 & A8 3 Jyed4 § 071 § 9070 § G485 §  d5i4 5  doA6
T9E% 78.8% T9.6% 79 5% 7975 3% 7h4% TaTH

5 805 & BMB2 § 407 & 4740 § 4726 8 S0BE & 217§ aEd4
iy e 62 184 203 24 207 2146

24 24 a4 62 71 Ex w0y 155

31 3 31 31 31 EX] 31 14

384 414 4325 1! 030 542 [ 4.5

6% 7o 0% 675 T8 % 6.1 B 76 8% FTEN

] B2 8 Wik § Cr 104§ a4 § 123§ e 8 a88p
2 36 a8 ars 410 458 4 5.1

560 457 [P 720 § T24 4 5 524 006

T1.2% T00% T1.0% Ti% 71,075 116% T2 75 1255

5 544§ /AR 4§ 200 3 IME § 300§ 30 5 304
525 55 57 548 515 612 74 542

5 p 3 ar E p 3 o

a1 0.1 0z a.n 22 50 a8 148

! 015 E 203.2 ! TS E 2344 ! 549 i 2538 3 Fikd 2 EALNd
a0 3735 1% S5 5% i £ 3 7% S

3 657 8 593§ 821§ EE ToE § 557 8 623§ a2
96 Frg 143 i 218 04 210 214

= g 133 45 155 15 29 2]

186 14 nE - - - 41 24

3 303 7§ ETERE) EEE EIFE 343§ EEX]

E1% EEE] 5% S3% 6.0% 4% 47 %

5 4M0 & MBT 3 4501 & 4560 3 SMG § 5020 §  5M04 5 5963
M0 1133 ot 108.5 1204 1274 1251 1337

7 L 13 46 155 15 75 a8

a1 s 0z o8 22 5 as 15

156 14 g - - - a1 24

5 a0 § 2099 3 3109 § w20 3 9665 § _ J6r5 § 4044 § 504
ST.3% 539% 54.8% 519% 55.9% 517H 55.6% 559K

5 (515 § (2251 § {453} § 78 324) § 55 % (BT § @4
1Zsa 136.3 12z 1280 o7 1485 1458 1553

. . 13 a6 108 148 28 a4

25 25 16 7 93 it 16 150

31 an kS kR ) 3 aan 3 14

155 4 & - - - 41 24

1216 1365 4 1

.57 2215 FEE FTELS a5 P48 e FrEn

s 63§ (X1 E5)§ 0.4 5 (227) § 1206) § (2081 § 00
63 64 65 4 w04 i [1r] 6.5

3 o) - B ) ) % 53 5 5 ) 55
[ [ [ 1% 5% 5% 5% 4%

H 48 8 49 3 86 § 05 130§ 60 5 152 § 152
3 . 5 . 22 aa - -

05 1.0 120} (0.5 105 ak 0 15

] 53§ 58§ 66 E 57 % 147§ iro % W7 § 7y
T1% 1% T 5% F¥] 245 Zi% FF

5 E500 § (2400 5 [#52} § W69 3 18§ 20 % 214 § (137}
139 1363 1231 128.1 407 1405 455 1553

- - 13 a5 55 15 28 e

25 28 a8 74 a3 4t ik 154

31 an 31 a 31 30 31 10

148 14 nse . . - 41 24

63 64 £5 e 216 75 17z 155

] 10 _zo} _(0.5) L] ag o5 15
E I 1 I S P2 1 jgEg §  lGAA 3 14is § 183 3 61§ iEE3
] 52 & L 28 § 49§ 46 % wel § 2]
na 263 210 212 0.1 a8 343

3 316 € 375 § 2§ EIXE] 419 8 ET a1s
720% T 720% 2 0% 72.0% F20%

5 B2 & (256) § {40dp & 10§ {383} § 26) 8 202 § 208y
128 1363 1231 128.0 aor 149.5 RELY- 1553

- - 153 48 155 18 28 EX]

5 25 36 70 95 2 e 1540

a1 an a1 an a1 L) a1 149

158 14 nE - - - a1 29

63 64 65 06 216 ) 172 %5

[ 10 120} (0.5 105 @b 05 5

4 6.3 310} [eE] (36,01 (3.7 (37.8) (343

H T03 E W73 W00 § 137 3 1154 § 470 5 1301 § 45

{5111 115, v ardopbed new accaunting gudance related fa reverus recogribian. Ax a msull, ceriain ameuns dor perncs proe o FY'14 have been adjusted.

1431 Consists of acquistion fransaction costs, share-based compensation related i e cash sstfermsnl of ceain equty awards. and costs

companies.

{4) Consists of

and ather conacts of the acquird

of §20.8 mdion and 04'17, coasa.use lozs of $15.4 milcn and acceieraled depreciaton in O118,

o
addBonal canse-use 195s of 5238 millenin 0318, addional ceasa-use loas of 54.1 millian in OF 15, and addional cease-ue lass of 32,9 milion in 04'13)

and changes. relaed 1a he relbcatian of cur ieseareh and

ehualopmunt cantee iy il (compeuse lies of $1.3 milon sd acoseraled depeaciaton in 02°15).

{51 Consists

h o our
zorwetitis rates during these percds

1) EMactive D218, our non-GAAP effectine tax rate changed from 31% to 22% due 1o the reduct
T

Discamber 22 201

. Mg rcludes nor-cash losses ol $2.2 rilion and $0.4 mikon in 01719 and 0218, respeciiesly, relaled bo sarhy conversians of the

fthe U3 federsl e i rate under the LS Tax Culs and Jobs Act, which was enacled e w on
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GAAP - Fiszal Guarters
{in milllns, sxcept percentages and per share amaunts)
ang™" e Qaa™ a1’ Qi1 o1 Q319 Qa3
GAAP retincome (ioas) par shars, diuled H (270} § (.20 § {244} & [T LI a9 § 0211 % 10:22)
Share-based compensaton-related charges 138 1,46 10 129 144 158 148 15
Acquistion reiaed costs”™ 00 200 04 008 14 002 003 010
Amartizasan expen o of acqured Rtangiin assals D03 a0 ood aar oo 015 015 016
Litigatiorkrefaled charges™ 003 a0 00 a0 003 001 0.0 L]
Eacity it casts’! o7 anm nas a0 noo 0o Dot ooz
Man-ash chargas Aealag 0 coreeiin poes™ 007 a.07 007 0.0 02 0.4 (83 017
FOrgn cumency (5] 1086 AECCialng Wil non-GAAR ssnmants 0ol am (0.2} 000 001} o1 0.0 00z
Irceena 1ax and cahes tax djusimants related to the abows (.24} 0.25) 034} 9:27) {038 0.38) 10,40 [036)
Man-GAAP ret incaime per shars, ditted 5 075 3 195 8 1M 5 134 5 17§ 151 3 13§ 147
ighted avarage sh share, diuted saa At B8 1005 ws E s44 54
‘aighiad-srernge siect of palanialy dkae secuive " 28 28 43 (2.5) 52 4 52 4z
Non-GARP weyted-avsrage shares used 1 Gampute nel ncome per shase, diuted [2xd EEED ¥ 380 2L Gk T9E______1o00
Mt cash provided by opsrating acihites!” § 0 & a8 5 M9 & 26§ 223§ M54 % 4 5 NS
Less: purchasas of proparly, squismens. and other asssis 22 258 TEE 254 343 235 203 534
Fren cash fow non-Gass(’! 5 48 & @80 5 31 § 2522 5 Fe0 § 2519 5 g7E1 §  A7ad
At capital mependitares for new headquaniars nz . 3 - 0z ar o7 254
sk aftriutabie . . . . 823 iad - 05
Lass: cash t 7 355 {58 X 5.8 1451 44 301 (23,
Adusted e cash Niow nanGAAF) 5 1 5 a7eE 5 2386
Mat cash used in ivveating aciiiies 3 (035 AT
Mat cash providod by (used in| inanding acthvias 3 318§ (1351
Freg cash fow margln (non-GAAR) i 221 %
Adste frve cash fow magin fron-GAAR] ™ DD TRE N
Dther Key Msivics - Caleylafion ol Blllings
Totl rence 5 5018 § 5456 3 5677 § G565 3 6560 5 TH2 § 7B 5 @054
Ak chvange in iotal dufamed revenue, nes of acauined deferned revenus AL 1278 1570 . 1025 1413 053 2510
Total biings 5 G54 §  6/a2 § 7247 § o628 § 565 §  ®ors § 0218 § 10964
Total swvsenn 5 5018 § 5456 3 SATT §  ESES 3 6560 8 TH2 5 TIE 5 8054
ek change in shart-ssnm delamed revsnue, net of acquied short 51 i 701 1.8 616 EEY) 728 1274
Cumant bilngs. § secw € mian §  Bare § 7e0d §  Joee § s §  jgs §  oaag
{1110 115, wa adopted naw accounting Mnmmhm‘owmmwﬂbﬂ and naw i of cash fows, 45 3 resuR, carlain amounts for
avwriads priar bo P19 hve been adisied
121 Conaiats of the smorszston of nisllschasl property Ixanses.
{41 Gonsists of acquistion transaction costs, share-based cazh cartan ety awards, and 3 , and af the acquirec
compankes.
{4) Conskts ot §20.6 mion and 3217, coasa.use lass of $15.4 milen and accolkralad depraciaton In 0118,
addiional conse-se lass of 21,8 milkonin Q318, addional cossa-usa foas of $4.1 millian in 3318, Toss of 32.0 miliorin 0413} ratated fa tha rakcation of o iesedech and
dhuvalopment center in bice) {coave-isse loss of 31,3 ion and acoieraled depraciston in QZ'18),
151 Consists hi e our it . s inciuties non-cash loases of $2.2 rilion and $0.4 mian in 01719 and (1219, reapectively, related o satly conversions of the
cormestioie notes during those pesiods.
181 Our ampioyor oo I ks and our t ¥ tha antl.

“lluthon impact of cur 1ok hadgs sgmamants,
{7) Cash pravidad by cparafing acthilies during ©1°18 includes 1w recaial af an upbant cash wmbumamend of $38.2 milien fom our landiarda i warcha of i
a1 ahnrads 1S DAyl b s . Tha A b s bt a1 kN b ol rumi mlmkﬂalnn $38.2 mikan e in P18

FY20 unider the amended lsass agrssments. Adjusied free caen fow for 0118 redects an ad 382 payments period of $2.7
milban. Adjusled res cash fow for subsaquent periads reflect adjusimants for relaied rental payments made during he raspecsve perods.




Palo Alto Networks, Inc.

GAAP to Non-GAAP Reconciliations and Calculation of Other Key Metrics - Fiscal Years

(In millions, except per share amounts)

GAAP to Non-GAAP Reconciliations
GAAP net loss per share, diluted
Share-based compensation-related charges
Acquisition-related costs'"
Amortization expense of acquired intangible assets
Litigation-related charges'®
Non-cash charges related 1o convertible notes™
Faoreign currency (gain) loss associated with non-GAAP adjustments
Income tax and other tax adjustments related to the above
Non-GAAP net income per share, diluted

Other Key Metrics - Calculation of Billings
Total revenue

Add: change in total deferred revenue, net of acquired deferred revenue
Total billings

Total revenue
Add: change in short-term deferred revenue, net of acquired short-term deferred revenue
Current billings
Note: FY'15 and FY'16 reflect ASC 605, adjusted for deferred commissions recast.
(1) Consists of acquisition transaction costs.
(2) Consists of the amortization of intellectual property licenses.

(3) Consists of non-cash interest expense related to our convertible senior notes.

10

FY15 FY16
(1.61) (2.21)
279 4.58
0.01 =
0.09 0.10
0.15 0.14
0.27 0.27
0.02 0.00
(0.62) (0.99)
1.10 1.89
928.1 1,378.5
291.0 527.1
1,219.1 1,905.6
928.1 1,378.5
164.0 280.0
1,002.1 1,658.5




Palo Alto Networks, Inc.

Condensed Consolidated Balance Sheets - Fiscal Years

(In millions)
Fy17'" Fy18™" FY19
Assets
Current assets:
Cash and cash equivalents $ 7443 § 25089 $ 9614
Short-ter invest ents 630.7 896.5 1,841.7
Accounts receivable, net 4311 467.0 582.4
Prepaid expenses and other current assets 1778 268.1 279.3
Total current assets 1,983.9 4,138.5 3,664.8
Property and equipment, net 2111 2731 296.0
Long-term investments 789.3 547.5 575.4
Goodwill 238.8 522.8 1,352.3
Intangible assets, net 237 140.8 280.6
Other assets 261.7 326.2 4231
Total assets $ 3,5385 $ 59489 § 6,592.2
Liabilities, temporary equity, and stockholders’ equity
Current liabilities
Accounts payable $ 355 § 494 § 733
Accrued compensation 117.5 163.7 235.5
Accrued and other liabilities 93.0 124.6 162.4
Deferred revenue 919.8 1,213.6 1,582.1
Convertible senior notes, net - 550.4 =
Total current liabilities 1,165.8 2101.7 2,053.3
Convertible senior notes, net 5247 1,369.7 1,430.0
Long-term deferred revenue 7726 1,065.7 1,306.6
Other long-term liabilities 1476 229.6 216.0
Temporary equity - 21.9 -
Stockholders’ equity:
Preferred stock - - -
Common stock and additional paid-in capital 1,599.7 1,967.4 2,490.9
Accumulated other comprehensive income (loss) (3.4) (16.4) (3.7)
Accumulated deficit (668.5) (790.7) (800.9)
Total stockholders' equity 927.8 1,160.3 1,686.3
Total liabilities, temporary equity, and stockholders’ equity $ 35385 § 59489 § 6,592.2

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for periods prior to FY'19 have been adjusted.




Palo Alto Networks, Inc.
Condensed Consolidated Balance Sheets - Fiscal Quarters
{In millions)

a118” 218" @318 Q418" Q119 Q219 Q319 Q419
Assets
Current assets:
Cash and cash equivalents $ 8426 $ 9150 $ 9490 $ 25069 $ 17844 $ 11278 $ 13149 $ 9614
Short-term investments 660.6 720.7 672.2 896.5 1,419.4 1,702.2 1,733.2 1,841.7
Accounts receivable, net 350.7 3631 361.5 467.0 3823 415.0 407.5 582.4
Prepaid expenses and other current assets 195.2 219.1 233.1 268.1 229.1 242.5 261.9 279.3
Total current assets 20491 22179 2,215.8 4,138.5 3,815.2 34875 37175 3664.8
Property and equipment, net 256.9 264.7 264.2 273.1 276.5 273.2 2750 296.0
Long-term investments 7774 722.3 592.9 547.5 565.5 808.6 669.9 575.4
Goodwill 238.8 238.8 522.2 522.8 636.4 636.4 1,027.3 1,352.3
Intangible assets, net 51.0 48.3 147.7 140.8 186.2 171.8 234.2 2806
Other assets 218.9 245.0 282.7 326.2 321.7 330.0 337.9 4231
Total assets $ 35921 $ 37370 $ 40255 5,948.9 58015 % 57075 $ 62618 $ 65922
Liabilities, temporary equity, and stockholders’ equity
Current liabilities:
Accounts payable $ 388 § 334 § 32.7 49.4 430 § 2970 % 686 $ 73.3
Accrued compensation 74.5 113.2 95.1 163.7 99.4 143.4 144.0 2355
Accrued and other liabilities 95.9 97.9 118.6 124.6 163.6 171.4 178.5 162.4
Deferred revenue 970.9 1,037.3 1,111.7 1,213.6 1,269.8 1,369.2 1,449.6 1,582.1
Convertible senior notes, net 531.0 537.4 543.8 550.4 239.9 156.3 158.1 -
Total current liabilities 17111 1,819.2 1,901.9 2,101.7 1,815.7 1,868.2 19988 20533
Convertible senior notes, net - - - 1,369.7 1,384.5 1,399.5 1.414.7 1.430.0
Long-term deferred revenue 815.1 876.3 963.2 1.065.7 1,114.6 1,156.5 1,182.6 1,306.6
Other long-term liabilities 192.2 196.6 226.0 22906 226.8 208.7 21141 216.0
Temporary equity 39.2 33.5 27.7 21.9 6.9 28 1.1 -
Stockholders' equity:
Preferred stock - - - - - - - -
Common stock and additional paid-in capital 1573.2 1,575.9 1,717.6 1,967.4 2,129.3 19415 2,340.8 2,490.9
Accumulated other comprehensive loss (7.0) (7.2) (13.2) (16.4) (19.0) (9.8) (7.2) (3.7)
Accumulated deficit (731.7) (757.3) (797.7) (790.7) (857.3) (859.9) (880.1) (900.9)
Total stockholders' equity 834.5 811.4 906.7 1,160.3 1,253.0 1,071.8 1,453.5 1,686.3
Total liabilities, temporary equity, and stockholders’ equity $ 35921 $ 37370 § 40255 % 59489 $ 58015 $ 57075 $ 62618 $ 65922

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, certain amounts for periods prior to FY*19 have been adjusted.
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Palo Alto Networks, Inc.
o | G e

i 5 of Cash Flows - Fiscal Years
(In millians)
Frir! Pyt FY13
Cash flows from operating activities
Net loss $ (2030) 5 (1222) § (819}
Adjustments to reconcile loss to net cash provided by operating activities:
Share-based compensation for equily based awards 4745 496.7 5677
Deprectaton and amartization 59.8 86.4 1538
Cease-use l0ss and asset Impaiment related to facility exit 208 411 7.0
Amaortization of deferred contract costs 1074 149.8 2238
Amortization of debt discount and debt issuance costs 245 268 0.2
Amartization of i it i netof ion af discounts 2.7 05 {17.5)
Loss on conversions of convertible senior notes - - 28
Repaymants of convertible sanior notes attributable o debt discount - - (97 6)
Changes in operating assets and liabilitiss, net of effzcts of acquisitions:
Accounts recelvable, net (42.1) {33.7) {108.7}
Prepaid expenses and other assets 175.3) (299.1) (332.5)
Acocounts payable 59 37 323
Accrued compansation 428 44.2 BE 8
Accrued and other liabilities 541 493 (20.6)
Deferred revenue 496.6 582.6 580.2
Met cash provided by operating activities ! BEB.8 1,038.1 1,085.6
Cash flows from investing activities
Purchases of investments (9959 (725.7)  (2.984.8)
F ds from sales of - - 65
Proceads from malturities of investmeants TI74 691.8 2,057.1
Business acquisitions, net of cash acquired (90.7) {374.1) {T73.7}
Purchases of properly, aquipmenl, and other assels (183.4) 112.0) (131.2)
Met cash used in investing activities (472.6) (520.00  (1.825.9)
Cash flows from financing activities.
Repayments of convertible senior noles attributable to principal and eguity component - - (4774}
Payments for debt issuance costs - - 37)
Proceeds from barrowings on convertibie seniar notes, net - 1682.4
Proceeds from issuance of warrants - 1454 -
Purchase of note hedges - {332.0)
Repurchases of common stock 4110 {259.1) {330.0)
Procesds from sales of shares through employee equity incentive plans 464 52.6 7
Payments for taxes related to net share settlement of equity awards (21.4) {43.7) (33.2)
Payment of deferred consideration related to prior year business acquisition - (1.3}
MNat cash provided by (used in) financing activities (386.0) 12456 {7T73.9)
Met increase ) In cash, cash . and cash 102 1.763.7 (1.544.2)
Cash, cash equivalsnts, and restricted cash - beginning of period 7353 7455 25092
Cash, cash equivalents, and restricted cash - and of perod § 7455 § 25002 § 965.0
Reconciliation of cash, cash equi , and i cash to the
consolidated balance sheets
Cash and cash equivalents § 7443 § 25069 § 9614
assels 06 14 18
Restricted cash included in other assets 08 1.2 1.7
Total cash, cash equivalents, and restricted cash § 7455 § 25092 § 9650

(1) In Q1'18, we adopied new accounting guidance related to revenue recognition and new accounting guidance related te the presentation of restricted cash in the
statement of cash flows. As & result, certain amounts for periods prior to FY'19 have been adjusted,

{2) Cash provided by operating activities during FY'18 includes the receipt of an upfrant cash reimbursement of §38.2 million from our landlerds in Q118 in connection with
the exercise of their option fo amend the lease payment schedules and eliminate the rent holiday periods under certain of our lease agreements. The upfront cash
reimbursament has been and will be applied against increased rental payments totaling $38.2 million due in FY'18 through FY'20 under the amended ease agreements,




Palo Alto Networks, Inc.
c dC lidated

{in millions)

of Cash Flows - Fiscal Quarters.

Cash flows from operating activities
Net income (loss)

Adjustments o reconcile nef income (loss) to net cash provided by operating activities:

Share-based compansation for equity-based awards
Depreciation and amortization
Cease-usa loss and asset impairment related to facility exit
Amaortization of deferred contract costs
Amaortization of debt discount and debt issuance costs
Amartization of Invesiment pramiums, net of aceretion of purchase discounts
Loss on conversions of convertible senior notes
Repayments of convertible sanior notes atfributable to dabt discount
Changes in oparating assets and liabilities, net of effacts of acquisitions:
Accounts receivable, net
Prepaid expenses and other assets
Accounts payable
Accrued compensation
Accrued and other liabilities
Deferrad revenue
Net cash provided by operating activities” "'

Cash flows from investing activities
Purchases of investments
Proceeds from sales of invesiments
Proceeds from maturities of investments
Business acquisitions, net of cash acquired
Purchases of property, equipment, and other assets
Met cash used in investing activities

Cash flows from financing activities
Repayments of converfible senior notes attributable to principal and equity compaonent
Paymenls for debl issuance costs
Proceeds from borrowings on convertible senior noles, net
Proceeds from issuance of warrants
Purchase of note hedges
Repurchases of common stock
Proceeds frem sales of shares through employee equity incentive plans
Payments for taxes relaled to nel share settlement of equity awards
Payment of deferred consideration ralalad to prior year business acguisition
Met cash provided by (used in) financing activities

Mat incraase ) in cash, cash I and rastricted cash
Cash, cash equivalents, and restricted cash - beginning of perod
Cash, cash equivalents, and restricied cash - end of period

Reconciliation of cash, cash ival and icted cash to the !

balance sheets

Cash and cash equivalents

Restricted cash included in prepald expenses and other current assets
Restricted cash included In other assets

Total cash, cash equivalents, and restricted cash

(1) In Q@1'18, we adopted new accounting guidance related to revanue recognition and new accounting guidance related to the pr

amounts far periads for FY'18 have been adjusted.

at1g" Q218" a3ts” 418! ai19 Q219 Q319 Q419

5 (632) 5 (256) 5 (404) § 7005 (383) % (26) $  (202) 8 (20.8)
125.7 130.8 116.6 1236 136.9 1424 138.2 150.2
213 21 246 28.4 325 388 403 422
154 13 244 - - - 41 29
303 339 ar7 47.8 436 468 57.2 76.2

63 64 65 98 19.4 171 171 166

05 01 - {0.1) (2.4) (5.3) (5.3) (4.5)

- - - - 2.2 04 - .

- - - - (52.3) (14.8) - (30.5)

80.3 (12.3) 38 (105.5) 86.6 (32.7) EX] (172.5)
(41.2) (715 (84.4) (122.0) (25.1) (65.5) (73.8) (168.1)

42 (106) 1.8 8.3 (0.8) (10.4) 44 9.1
(43.0) 387 (20.1) 68.6 (65.0) 44.0 (1.7 89.5
43.8 3.7 5.6 74 12.5 (24.1) 0.9 (9.9)
936 127.6 157.0 204.4 102.5 141.3 5.3 251.1
2740 2446 241.9 2176 2523 2754 296.4 2315
(226.8) (145.7) (15.4) (337.8) (T41.0)  (1.2808) (394.7) (558.0)

- - - - 25 10 - 3.0

206.6 1352 189.2 160.8 2145 7897 5026 550.3
- - (370.1) 4.0) (154.8) (0.1) (227.9) (390.9)
(32.2) (258} (28.8) (25.4) (34.3) (23.5) (20.3) (53.1)
(52.4) (38.1) (225.1) (206.4) (713.1) {523.8) (140.3) (448.7)
- - - (275.0) (73.5) - (128.9)

- - B - (3.8) (0.1 - -

- - - 16624 - - - -

- - 1454 -

- - (332.0) - - -
(134.1) (125.0) - - - (330.0) - -
22.1 13 292 - 30.7 29 3.7 14
(11.4) (11.5) (11.4) (9.4) {13.9) 7.1y (3.6) (8.6)

L s - - - 5 (1.3)

(123.4) (135.2) 178 1466.4 (261.8) (407 8) 318 (136.1)
98.2 733 346 1,557.6 (722.8) (656.2) 187.9 (353.3)
745.5 8437 917.0 9516 2,509.2 17866 1,130.4 1318.3

5 8437 § 917.0 § 9516 § 25092 § 17866 § 11304 § 13183 § 9650
§ 8426 § 9150 § 9490 § 25069 § 17844 § 1,127.8 § 13149 § 9614
05 07 1.3 1.4 1.0 1.3 22 19

0.6 13 1.3 1.2 1.2 13 1.2 1.7

§ 8437 § 0170 § 9516 § 25092 § 17866 § 11304 § 13183 § 9650

af cash in the of cash flows. As a result, carlain

(2) Cash provided by operating activities during (1'18 includes the receipt of an upfront cash reimbursement of $38.2 million from our landlords in connection with the exercise of their option to amend the lease
payment schedules and eliminate the rent holiday periods under certain of our lease agreements. The upfront cash reimbursement has been and will be applied against increased rental paymenis totaling $38.2

million due in FY'18 through FY'20 under the amended lease agreements.
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Palo Alto Networks, Inc.
Revenue by Geography - Fiscal Quarters
{In millions)

Q118 Q218" Q318 Q418™ Q119 Q219 Q319 Q419
Revenue:
Americas $ 3493 $ 3733 $ 3877 $ 4484 $ 4502 § 4750 $ 4978 § 5593
EMEA 947 107.2 110.1 127.6 127.7 148.3 138.7 150.1
APAC 57.8 65.1 69.9 82.5 78.1 87.9 90.1 96.4
Total revenue § 5018 § 5456 $ 5677 5 6565 5 6560 $ 7112 S 7266 S B058

(1) In Q1'19, we adopted new accounting guidance related to revenue recognition. As a result, amounts for periods prior to FY'19

have been adjusted.
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