
©2019 Extreme Networks, Inc.  All rights reserved

Investor Presentation
August 2019

Extreme Networks



©2019 Extreme Networks, Inc.  All rights reserved

Cautionary Statement on Financial Measures
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Non-GAAP  Measures:
In preparing the accompanying information, the Company has excluded, where applicable, the impact of 
certain Non-GAAP costs as listed at the end of this presentation. The Company believes these Non-GAAP 
measures provide both management and investors with additional insight into its current operations, the 
trends affecting the Company and the Company's marketplace performance. Management believes these 
items allow readers to better correlate the Company's operating activities with the Company's ability to 
generate cash from operations. Accordingly, management uses these Non-GAAP measures along with 
comparable GAAP information when evaluating the Company’s historical performance and future business 
activities. The Company’s Non-GAAP measures may be different than those used by other companies and 
should be considered in conjunction with, and not as a substitute for, the Company’s financial information 
presented in accordance with GAAP. Please refer to our most recent earnings press release dated July 31, 
2019, which is posted under SEC Filings on the “Investor Relations” section of our website for the required 
reconciliation and to pages 32-35 and 37 of this presentation for the required reconciliation to the most 
comparable GAAP financial measures to the most comparable GAAP financial measures. 

Forward-Looking Statements:
This presentation contains forward-looking statements concerning the expected financial performance of the 
Company. These forward-looking statements involve a number of risks and uncertainties which could cause 
actual results to differ materially from those anticipated by these statements. You should not place undue 
reliance on forward-looking statements, which speak only as of the date they are made.  We undertake no 
obligation to update these statements.  For a detailed description of these risks and uncertainties please refer 
to our most recent reports on Form 10-K,  Form 10-Q, and Form 8-K filed with the SEC. 
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Extreme Networks
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Age of Acceleration: Driving Digital Transformation 

Sources: Statista, IDC, New Gen Apps, Gartner
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Company Snapshot
Software-driven, end-to-end networking solutions for enterprise customers worldwide

• Revenue: $1 Billion

• Market capitalization: ~$1 Billion

• Fiscal year-end: June 30

• Shares outstanding: 119 Million

• Average daily volume: 1,500,000 Shares

• Nasdaq: EXTR
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Notes: Based on Extreme Networks (EXTR) share price as of 2/19/19 closing price
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Cloud Mobile Analytics IoT

CyberSecurity

Automation
Machine 
Learning/AI Branch Solutions

Network is the Gateway to Digital Transformation

Autonomous
Networking Edge Computing
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Doubling in Size Over Past 5 Years

*Item not restated following adoption of ASC 606 in FY17; a GAAP Reconciliation is available on our website.
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• Transition Business and 
portfolio to sustainable, 
subscription-oriented 
Cloud Based solutions

• Change Mix of Revenue: 
~30% from recurring 
services

• Drive Growth

• Digital Transformation of 
Our Platform to drive 
automation of internal 
processes

• OS focus on Place in 
Network (Use Case)

• Standardize Distribution 
and Channel 

• Verticalize GTM
• Stratify Portfolio
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Stabilize

Scale

Build

Invest
• Right Size Business
• Focus on Enterprise 

Networking
• Strengths: Single Pane of 

Glass Mgmt 
• Customer Intimacy

Evolution of Extreme Networks

• Invest in Scale / Breadth of 
Portfolio to $1B Business

• Value Acquisitions: WLAN 
(Zebra), Campus Fabric 
(Avaya), Data Center 
(Brocade) 

• Drive GM improvements
• Invest in Insource Support
• Automation Management 

Across Portfolio

Moving into Phase 4 of Our Transformation 
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Extreme + Aerohive Drives Scale and Market Visibility
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Pre-Merger Post-Merger

+
Number of 
Customers >30K >30K > Approximately 60K(1)

Partners 6,000 5,623 >11,000(1)

Scale Full suite of networking solutions Cloud and enterprise Wi-Fi End-to-end platform at the intersection of 
network, security and cloud

Core Capabilities End to End Network Management Wi-Fi, 802.11ax Better competitive positioning in the 
market against end-to-end vendors

Go-To-Market 
Strategy Channel partners and direct sales Channel and partnerships (Dell) Bifurcated sales channels to diverse 

customer base

Geographic Focus US (55%), EMEA (34%), APAC (11%) US (52%), EMEA (39%), APAC (9%) Increased density of US / EMEA footprint

Customer Focus Enterprise, Datacenter and Cloud Enterprise Increased penetration into Enterprise

Cross-sell / Up-sell Continued Progress from Prior M&A Limited Meaningful New Opportunities

FY20E Revenue / 
Op Mgn >$1B / <$10% >$150M / Breakeven >$1.1B / >15% Op Mgn(2)

Note: $Millions, except per share values. Estimates based on Wall Street Consensus.  Extreme fiscal year basis, ending June 30. 
(1) Does not account for duplicate customers.
(2) Assumes deferred revenue purchase accounting adjustment for Aerohive upon acquisition of ~30% of Deferred revenue balance and other product overlap dis-synergies
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Creates #3 Vendor in Enterprise WLAN (Extreme + Aerohive)
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Wi-Fi Global Market Share
• Cisco/Meraki              43.7%

• HPE/Aruba 14.5%

• Extreme 2.7%

• Aerohive 2.3%

• Mist <1%

Extreme + 
Aerohive

5%

Source: Dell’Oro Group

Aerohive is the #2 
provider of Cloud-
managed networking 
equipment in terms of 
revenue.

-IHS Markit
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Campus 
Networking

Data Center 
Networking

Edge/Campus/
Software Management

Edge/Campus 
Networking

Wireless 
Networking

Native Cloud 
Networking 
Platform

Integrated Our Acquisitions Into One Portfolio
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Dynamic Growth Opportunity Particularly on Network Edge

Market Total Market 
2019

Total Market
CAGR (2019-2022)

Extreme TAM 
2019

Extreme TAM
CAGR (2019-2022)

Wireless LAN $7.0B 9.5% $4.9B 8.9%

Data Center $14.2B 6.6% $9.6B 2.5%

Ethernet Switching and Campus LAN $12.2B 2.4% $7.7B 1.1%

Enterprise Edge (Campus) $10.4B 2.4% $6.5B 2.5%

Enterprise Switching (Core) $1.8B -0.9% $1.2B -4.4%

SD-WAN $1.6B 18.8% $1.0B 18.8%

Total Addressable Market $35.0B 5.8% $22.2B 4.9%

Total “Edge” (WLAN + Campus Switching) $17.4B 5.2% $11.3B 5.2%
*Based on Extreme estimates utilizing Gartner, IDC, Dell’Oro Group, and publicly available information
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Evolution of Enterprise Strategy
Strategy: End-to-End Wired/Wireless software driven networking solutions

*Only includes wireless – do not report consumer wired
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SOHO SMB
Campus 

Enterprise
Large 

Enterprise Cloud

GTM

Product

Customer

Netgear
Linksys (Cisco) 

D-Link
TP-Link

Fortune 500+ 

Cisco
HP
Dell

Ubiquiti 

Cisco
HP

Extreme
Juniper 

Small Office

Direct Sale
OEM/ODM

Arista
Cisco

White-box

Home

Direct Sale
OEM

Cisco
HP

Arista
Extreme
Juniper

Service
Provider

TAM: $35B $22.0B$3B* $5B$5B

Extreme
Cisco
HP
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How We Win in a Competitive Environment

Extreme’s Differentiation

Cisco

HPE

Juniper

Arista

Internet of ThingsAgile Data Center

Total Cost of Ownership 

Support Single Pane of Glass Smart OmniEdge

Internet of Things

Support

Single Pane of Glass

Single Pane of Glass

Single Pane of Glass

Analytics

Smart OmniEdge

Support

Support

Fabric

Fabric
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Gartner Magic Quadrant for Wired / Wireless LAN & Data Center

Data Center Wired/Wireless LAN

Gartner also ranks us as a Leader in the 2018 LAN/WAN magic quadrant. 

This graphic was published by Gartner, Inc. as part of a larger research document and should be evaluated in the context of the entire document. The 
Gartner document is available upon request from https://extr.co/2KOk7BI

Gartner does not endorse any vendor, product or service depicted in its research publications, and does not advise technology users to select only those 
vendors with the highest ratings or other designation. Gartner research publications consist of the opinions of Gartner's research organization and should 
not be construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with respect to this research, including any warranties of 
merchantability or fitness for a particular purpose.

Gartner also ranks us as a Challenger in the 2018 data center magic quadrant. 

This graphic was published by Gartner, Inc. as part of a larger research document and should be evaluated in the context of the entire document. The 
Gartner document is available upon request from https://extr.co/2upPsQQ

Gartner does not endorse any vendor, product or service depicted in its research publications, and does not advise technology users to select only those 
vendors with the highest ratings or other designation. Gartner research publications consist of the opinions of Gartner's research organization and should 
not be construed as statements of fact. Gartner disclaims all warranties, expressed or implied, with respect to this research, including any warranties of 
merchantability or fitness for a particular purpose.
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Trusted by Over 50% of the Fortune 50

EducationHealthcare Government Hospitality Manufacturing Transportation
and Logistics

Retail
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100% Insourced Services Makes a Difference

“I cannot believe it. When I called in to the Extreme TAC, I immediately spoke to a level two engineer, and he was 
able to solve my problem. What an amazing experience.”    —Fortune 500 Retailer

Source: Gartner
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https://www.gartner.com/reviews/market/data-center-networking
https://www.gartner.com/reviews/market/wired-wireless-lan-access-infrastructure

https://www.gartner.com/reviews/market/data-center-networking
https://www.gartner.com/reviews/market/wired-wireless-lan-access-infrastructure
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Play to Strength
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Enterprise Networking 

Management Software    Analytics    Fabric    Cloud Management    Controls                  High-End Data Center/Multi-Cloud

Healthcare Government Education ManufacturingHospitality/
Public Venues

RetailTransportation 
& Logistics

Vertical Markets

Automated Campus

• 10G/25G/40G/100G 
• Fixed Form Factor
• VMware – to OpenStack
• L3 Scalable
• VxLAN options

Agile Data Center

• VDX/MLX Switching & 
Routing

• SLX Next Gen Platform
• Network Visibility
• Automation & Orchestration

SmartOmniEdge

• Wired + Wireless
• 1G centric
• Wave 2 - 2.5G/5G
• 802.11ax

Cloud Service 
Provider
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ExtremeCloud

Integrated Management Platform

ExtremeCloud
Appliance

RFDM

Private Public Cloud

Consistent Experience – Orchestration, Applications, Intelligence 
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Unified Applications – Shifting From Traditional

IoT

Location

Security

Analytics

ML/AI

Guest/BYOD

Orchestration
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From “Value” Acquisition to Tuck-in Technology at Scale
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Acquired 
Product Family

Post-Acquisition 
Gross Margin

CQ2’19 Exit Rate
Gross Margin

Zebra Mid-40s Mid-50s

Avaya Mid-40s High-50s / Low-60s

Brocade Low-50s High-50s / Low-60s

Heritage Extreme Low-50s High-50s

Current Extreme Total Headed to >60%

Aerohive Low-60s 65%

Total Post Next M&A Extreme Accelerates Path to >60%
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Financial Highlights – Financial Operations
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FQ4'18 FQ3'19 FQ4'19 FY18 FY19

GAAP

Product Revenue $221.3 $190.8 $189.6 $764.4 $747.6 

Services Revenue $57.0 $60.1 $62.8 $218.7 $248.2 

Total Revenue $278.3 $250.9 $252.4 $983.1 $995.8 

Total GM % 54.0% 55.4% 55.1% 54.4% 55.4%

Operating Income (Loss) $ ($3.4) ($2.3) ($12.2) ($38.2) ($14.7)

Operating Margin % (1.2%) (0.9%) (4.8%) (3.9%) (1.5%)

Net Income (Loss) ($5.6) ($6.9) ($17.1) ($46.8) ($25.9)

EBITDA $13.0 $10.1 $0.4 $13.5 $37.6 

EPS ($0.05) ($0.06) ($0.14) ($0.41) ($0.22)

Non GAAP1

Product Revenue $221.3 $190.8 $189.6 $764.5 $747.6 

Services Revenue $57.0 $60.1 $62.8 $218.7 $248.2 

Total Revenue $278.3 $250.9 $252.4 $983.1 $995.8 

Total GM % 57.6% 57.6% 59.2% 57.9% 58.2%

Operating Income $ $27.4 $13.9 $12.5 $94.6 $60.6 

Operating Margin % 9.8% 5.6% 4.9% 9.6% 6.1%

Net Income $24.0 $9.3 $7.6 $78.0 $41.8 

EBITDA $35.8 $20.2 $19.0 $117.0 $87.2 

EPS $0.20 $0.08 $0.06 $0.65 $0.35

Full YearQuarter

1
 See Appendices for GAAP to Non-GAAP reconciliation
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Focusing on Profitability   
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Strong Balance Sheet and Cash Flow Generation (GAAP)
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FQ1’20 Guidance – Non GAAP (in M’s except EPS)
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FQ4’19 FQ1’20 Standalone 
Guidance

FQ1’20 Aerohive 
Prorated Contribution

FQ1’20 Consolidated 
Guidance

Revenue ($M) $252.4 $235.0 – $245.0 $15.0 $250.0 - $260.0

Gross Margin % 59.2% 57.5% – 59.5% 68.6% 58.1% - 60.1%

Net Income (Loss) $7.6 $4.0 – $9.2 ($3.5) $0.5 – $5.7

EPS: non-GAAP $0.06 $0.03  –$0.07 ($0.03) $0.01 – $0.05
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Longer-Term Gross Margin Opportunity
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1.0%
1.0% 0.5%

59.2%
1.0%

0.0%

1.0% 62.0%

50%

52%

54%

56%

58%

60%

62%

64%

Q4 FY 19
GM %

Pricing Cost
Engineering

Supply
Chain

Tariff Mix Volume L-T Gross
Margin

Potential

Gross Margin Opportunity
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FY17
Actual 

FY18
Actual

FY19
Actual

FY20
Outlook

Long–Term 
Target

Revenue $598 $983 $996 Low Single 
Digit 3-5%

Non-GAAP Gross Profit 
% of Revenue

$341 $569 $580

57.0% 57.9% 58.2% 60%+ 60 – 62%

Total Non-GAAP Opex $282 $475 $519

(Non-GAAP) Operating Income 
% of Revenue

$59 $95 $61

9.8% 9.6% 6.1% 15% Exit 
Rate >15%

Non-GAAP Net Income 
% of Revenue

$51 $78 $42

8.5% 7.9% 4.2%

Non-GAAP EPS $0.46 $0.65 $0.35

Target Operating Model* (Non-GAAP)

$ in millions, except per share amounts
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Accelerates
Revenue 
Run Rate

Strengthening Financial Position and Outlook Post Aerohive
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Combined
Operating 

Margin

$1.1B+

>$150M

Cash on 
Hand & 
3X Debt 
EBITDA >60%*

Gross Margins

~30%*

Software & 
Services
Recurring 
Revenue

>15%*
Capital Return
Balanced

Opportunistic
Investments

*Exiting FY’20
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Supplemental Information
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Revenue by Type and by Geography 
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GAAP to Non GAAP Reconciliations
Revenue & Gross Margin
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GAAP to Non GAAP Reconciliations
Operating Income (Loss)
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GAAP to Non GAAP Reconciliations
Net Income (Loss)
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GAAP to Non GAAP Reconciliations
EBITDA

35



©2019 Extreme Networks, Inc.  All rights reserved

FQ1’20 Guidance – GAAP (in M’s except EPS)
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FQ4’19 FQ1’20 Standalone 
Guidance

FQ1’20 Aerohive 
Prorated Contribution

FQ1’20 Consolidated 
Guidance

Revenue ($M) $252.4 $235.0 – $245.0 $15.0 $250.0 - $260.0

Gross Margin % 55.1% 55.1% – 57.2% 68.6% 55.9% - 57.9%

Net Income (Loss) ($17.1) ($15.8) – ($10.6) ($9.2) ($24.9) – ($19.7)

EPS: GAAP ($0.14) ($0.13) – ($0.09) ($0.08) ($0.21) – ($0.17)
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FQ1’20 Guidance - GAAP to Non GAAP Reconciliation
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Gross Margin Rate Operating Margin Rate Earnings per Share

GAAP 55.9% - 57.9% (7.3)% - (5.0)% ($0.21) – ($0.17)

Estimated Adjustments for:

Amortization of Product 
Intangibles 2.1% 2.1% $0.04

Stock Based Compensation 0.1% 3.0% $0.08

Restructuring - 2.6% $0.05

Acquisition - 1.2% $0.03

Amortization of non product 
intangibles - 0.9% $0.02

Non-GAAP 58.1% - 60.1% 2.9% - 4.8% $0.01 - $0.05

* The total of percentage rate changes may not equal the total change in all cases due to rounding. 
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New Target Operating Model* (GAAP)

$ in millions, except per share amounts 
*Corresponds to slide 87 Non-GAAP information

FY17 
Actual 

FY18 
Actual

FY19
Actual

Revenue $598 $983 $743

GAAP Gross Profit 
% of Revenue

$324 $535 $412

54.3% 54.4% 55.4%

Total GAAP Opex $325 $573 $415

GAAP Operating Income (Loss)
% of Revenue

($1) ($38) ($3)

(0.1%) (3.9%) (0.3%)

GAAP Net Income (Loss)
% of Revenue

($9) ($47) ($9)

(1.4%) (4.8%) (-1.2%)

GAAP EPS ($0.08) ($0.41) ($0.07)
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WWW.EXTREMENETWORKS.COM

Thank You


