FINANCIALS
AN EXCEL VERSION OF OUR FINANCIAL DATA TABLES CAN BE
FOUND ON OUR INVESTOR RELATIONS SITE AT INVESTOR.PTC.COM
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FORWARD LOOKING STATEMENTS
Statements in this document that are not historic facts, including statements about our future financial and growth
expectations and targets, are forward-looking statements that involve risks and uncertainties that could cause actual results to
differ materially from those projected. These risks include: the macroeconomic and/or global manufacturing climates may
deteriorate due to, among other factors, the geopolitical environment, including the focus on technology transactions with
non-U.S. entities and potential expanded prohibitions, and ongoing trade tensions and tariffs; customers may not purchase our
solutions or convert existing support contracts to subscription when or at the rates we expect; our businesses, including our
Internet of Things (IoT) business and Augmented Reality business, may not expand and/or generate the revenue we expect;
foreign currency exchange rates may vary from our expectations and thereby affect our reported revenue and expense; the
mix of revenue between license & subscription solutions, support and professional services could be different than we expect,
which could impact our EPS results; our transition to subscription-only licensing could adversely affect sales and revenue; sales
of our solutions as subscriptions may not have the longer-term effect on revenue and earnings that we expect; bookings
associated with minimum ACV commitments under our Strategic Alliance Agreement with Rockwell Automation may not
result in subscription contracts sold through to end-user customers; our strategic initiatives and investments may not generate
the revenue we expect; we may be unable to expand our partner ecosystem as we expect and our partners may not
generate the revenue we expect; we may be unable to generate sufficient operating cash flow to return 50% of free cash
flow to shareholders and other uses of cash or our credit facility limits or other matters could preclude share repurchases.
In addition, our assumptions concerning our future GAAP and non-GAAP effective income tax rates are based on estimates
and other factors that could change, including the geographic mix of our revenue, expenses and profits. Other risks and
uncertainties that could cause actual results to differ materially from those projected are detailed from time to time in reports
we file with the Securities and Exchange Commission, including our most recent Annual Report on Form 10-K and Quarterly
Reports on Form 10-Q.
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OPERATING MEASURES
Management believes certain operating measures provide additional meaningful information that should be considered when assessing our performance. These measures should be considered in addition to, not as a substitute for,
the reported GAAP results.
Software licensing model – A majority of our software sales historically were perpetual licenses, where customers own the software license. Typically, our customers chose to pay for ongoing support, which includes the right to software
upgrades and technical support and attach rates on support were in the high 90% range with retention rates also in the 90% range. For fiscal 2016 through the first quarter of fiscal 2019, a majority of our new license bookings have
consisted of subscriptions, which is recognized ratably under ASC 605. Under a subscription, customers pay a periodic fee for the continuing right to use our software, including access to technical support. They may also elect to use
our cloud services and have us manage the application. We began offering subscription pricing as an option for most PTC products in Q2 FY’15, and as of January 1, 2019, we no longer offer new perpetual licenses, with the primary
exception being Kepware. We believe subscription has proved attractive to customers as it: (1) increases customer flexibility and opportunity to change their mix of licenses; (2) lowers the initial purchase commitment; and (3) allows
customers to use operating rather than capital budgets. Over a four to five-year period we believe the value of a subscription is likely to exceed that of a perpetual license, assuming similar seat counts. Under ASC 605, Initial revenue,
operating margin, and EPS is lower as subscription revenue is not recognized in its entirety up front as perpetual license is. However, because we are in the latter stages of our subscription transition, under ASC 605, we expect
revenue, operating margin and EPS to accelerate going forward.
Bookings Metrics – We offer both perpetual and subscription licensing options to our customers, as well as monthly software rentals for certain products. Given the difference in revenue recognition between the sale of a perpetual
software license and a subscription, we use bookings for internal planning, forecasting and reporting of new license and cloud services transaction (as subscription bookings includes cloud services bookings).
In order to normalize between perpetual and subscription licenses, we define subscription bookings as the subscription annualized contract value (subscription ACV) of new subscription contracts multiplied by a conversion factor of
2. We arrived at the conversion factor of 2 by considering a number of variables including pricing, support, length of term, and renewal rates. We define subscription ACV as the total value of a new subscription contract (which may
include annual values that increase over time) divided by the term of the contract (in days) multiplied by 365. If the term of the subscription contract is less than a year, and is not associated with an existing contract, the booking is
equal to the total contract value. Beginning in Q3’18, minimum ACV commitments under our Strategic Alliance Agreement with Rockwell Automation are included in subscription ACV if the period-to-date minimum ACV commitment
exceeds actual ACV sold under the Agreement.
License and subscription bookings equal subscription bookings (as described above) plus perpetual license bookings. Because subscription bookings is a metric we use to approximate the value of subscription sales if sold as
perpetual licenses, it does not represent the actual revenue that will be recognized with respect to subscription sales or that would be recognized if the sales were perpetual licenses, nor does the annualized value of monthly
software rental bookings represent the value of any such booking.
Annualized Recurring Revenue (ARR) - To help investors understand and assess the success of our subscription transition, we provide an Annualized Recurring Revenue operating measure. Annualized Recurring Revenue (ARR) for a
given quarter is calculated by dividing the portion of non-GAAP software revenue attributable to subscription and support for the quarter by the number of days in the quarter and multiplying by 365. (A related metric is Subscription
ARR, which is calculated by dividing the portion of non-GAAP revenue attributable to subscription for the quarter by the number of days in the quarter and multiplying by 365.) ARR should be viewed independently of revenue and
deferred revenue as it is an operating measure and is not intended to be combined with or to replace either of those items. ARR is not a forecast of future revenue, which can be impacted by contract expiration and renewal rates,
and does not include revenue reported as perpetual license or professional services revenue in our consolidated statement of income. Subscription and support revenue and ARR disclosed in a quarter can be impacted by multiple
factors, including but not limited to (1) the timing of the start of a contract or a renewal, including the impact of on-time renewals, support win-backs, and support conversions, which may vary by quarter, (2) the ramping of
committed monthly payments under a subscription agreement over time, and (3) multiple other contractual factors with the customer including other elements sold with the subscription or support contract. These factors can result in
variability in disclosed ARR.
Navigate Allocation -- Revenue and bookings for Navigate, a ThingWorx-based IoT solution for PLM are allocated 50% to Solutions and 50% to IoT.
Foreign Currency Impacts on our Business – We have a global business, with Europe and Asia historically representing approximately 60% of our revenue, and fluctuation in foreign currency exchange rates can significantly impact our
results. We do not forecast currency movements; rather we provide detailed constant currency commentary. We employ a hedging strategy to limit our exposure to currency risk.
Constant Currency Change Measure (YoY CC) – Year-over-year changes in revenue on a constant currency basis compare reported results excluding the effect of any hedging converted into U.S. dollars based on the corresponding
prior year’s foreign currency exchange rates to reported results for the comparable prior year period.
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NON-GAAP FINANCIAL MEASURES
PTC provides non-GAAP supplemental information to its financial results. We use these non-GAAP financial measures, and we believe that
they assist our investors, to make period-to-period comparisons of our operating performance because they provide a view of our
operating results without items that are not, in our view, indicative of our core operating results. We believe that these non-GAAP measures
help illustrate underlying trends in our business, and we use the measures to establish budgets and operational goals, communicated
internally and externally, for managing our business and evaluating our performance. We believe that providing non-GAAP measures
affords investors a view of our operating results that may be more easily compared to the results of peer companies. In addition,
compensation of our executives is based in part on the performance of our business based on these non-GAAP measures. However, nonGAAP information should not be construed as an alternative to GAAP information as the items excluded from the non-GAAP measures
often have a material impact on our financial results and such items often recur. Management uses, and investors should consider, nonGAAP measures in conjunction with our GAAP results.
Non-GAAP revenue, non-GAAP operating expense, non-GAAP operating margin, non-GAAP gross profit, non-GAAP gross margin, nonGAAP net income and non-GAAP EPS exclude the effect of the following items: fair value of acquired deferred revenue, fair value
adjustment to deferred services cost, stock-based compensation, amortization of acquired intangible assets, acquisition-related charges
included in general and administrative costs, restructuring charges, and income tax adjustments. Additional information about the items
we exclude from our non-GAAP financial measures and the reasons we exclude them can be found in “Non-GAAP Financial Measures” of
our Annual Report on Form 10-K for the fiscal year ended September 30, 2018.
PTC also provides information on “free cash flow” and “adjusted free cash flow” to enable investors to assess our ability to generate cash
without incurring additional external financings and to evaluate our performance against our announced long-term goal of returning
approximately 50% of our free cash flow to shareholders via stock repurchases. Free cash flow is net cash provided by (used in) operating
activities less capital expenditures; adjusted free cash flow is free cash flow excluding restructuring payments and certain identified nonordinary course payments. Free cash flow and adjusted free cash flow are not measures of cash available for discretionary expenditures.
FY’15 Adjusted Free Cash flow of $229M excludes $54M of restructuring payments and $26M of US pension plan termination-related
payments.
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