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Nutanix Operating Model

IHlustrative Software and
Subscription Model

High Growth'

Revenue Growth

Gross Margin

Non-GAAP OM @

FCF, % of Revende

1. High growth period should be viewed as a phase lasting several years
2. Reflects average performance through the duration
3. Reflects average improvement per year for the high growth period

Beginning point assumes FY17 actual results



NUTANIDT.

Operating Philosophy:
Rule of 40




What
is it?

How does
Nutanix
use it?

Why is it
important?

Rule of 40

A A mechanism to balance revenue growth and free cash flow
A Measures FCF as a % of revenuaxi¥) and revenue growth {is)
A The Rule of 40 is a summation of revenue growth and FCF as a % of revenue

A Superior software companies operate with a Rule of 40 score above 40%

A As a guidepost knowing that one cannot focus solely on either growth or FCF
generation

A Keeps us honest

A Sets expectations externally



The Analysis That Follows

A Analyzed all public software A Only 21 companies received
companies a Rule of 40 score >40%

A Excluded all companies A Nutanix was one of the 21
growing <20%' companies with a Rule of 40

: score >40%
A Excluded all companies 3

<$200M in revenue

A Included all software
companies that went public
in 2009 or after (regardless
of size or growth)

1. This exclusion eliminated 8 companies that had a Rule of 40 score >40%



Revenue Multiples Correlated to Rule of 40 Score

High growth and high 20%

Median 2018E Revenue

FCF d rives OUtSized Multiple at >40% Rule of 40:

8.2x (21 companies)
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Multiple at <40% Rule of 40:
5.7x (51 companies)
Notes: 0% 10% 20% 30% 40% 50% 60%
Reflects _Softv_vare and Suppor;t portion of Nutanix revenue
Companies with less than (20%) FCF margin are not shown Revenue GI’OWth (YOY)

Revenue multiples for other companies use consensus estimates as
of 1/27/18



Revenue Multiples Correlated to Rule of 40 Score

A further analysis
of the correlation
of revenue multiples and
Rule of 40 Score

Notes:

Reflects Software and Support portion of Nutanix revenue
Companies with less than (20%) FCF margin are not shown
Revenue multiples for other companies use consensus estimates as
of 1/27/18

NTNX multiple is based on stock price as of 3/7/18, and based on
consensus estimates as of 3/2/2018

FCF as % of Revenue

40% . .
Revenue Multiple: Median 2018E Revenue Median 2018E
Multiple Range Rule of 40 Score
8.0x+
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0.0x-2.0x

30%

AOYS

Revenue Multiple:
10% 7.0x (21 companies)

0%
NTNX (6x) ®

-10% Revenue Multiple:
4.0x (22 companies)

Revenue Multiple:
5.8x (8 companies)

-20%
0% 10% 20% 30% 40% 50% 60%

Revenue Growth (YoY)



Nutanix vs. Top SW & Services Companies Most Recent FY
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Reflects Software and Support portion of Nutanix revenue
Companies with less than (20%) FCF margin are not shown



Nutanix Operating Philosophy

AConstantly balancing Jos
revenue growth and
operating leverage

AWhile maintaining a
“Rule of 40” score
In excess of 40%

2018 Revenue Multiple:
8.2x (21 companies)
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20% Rule of 40 > 40%
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Revenue Growth (YoY)

Notes:
Reflects Software and Support portion of Nutanix revenue



The Business Model Is Working

FullyRamped Billings ($M) AWith all reps fully ramped, software and

support billings would have increased by
$689M another $180m in 1H18

AThis would have resulted in solid
profitability and positive FCF, without
any further expense leverage

$509M

ARapid growth delays LT model attainment

ACurrent sales productivity is within 10-15%
of the LT business model requirement

ASelling software-only should bridge this

1H18 Billings Additional Fully-Ramped Small gap gOing forward

Billings Capability Billings at Current
Productivity

Notes:
Includes all sales teams in all regions. Ramp period is a 4-quarter ramp.
Reflects Software and Support billings only






