
ServiceNow, Inc.
Condensed Consolidated Statements of Operations

(in thousands, except share and per share data)
(Unaudited)

Three Months Ended Six Months Ended
June 30, 2016 June 30, 2015 June 30, 2016 June 30, 2015

Revenues:
Subscription 290,679$                         200,461$                         558,101$                         380,368$                         
Professional services and other 50,633 46,255 89,090 78,312

Total revenues 341,312 246,716 647,191 458,680
Cost of revenues (1):

Subscription 56,360 45,392 109,141 87,836
Professional services and other 40,289 34,325 81,768 68,780

Total cost of revenues 96,649 79,717 190,909 156,616
Gross profit 244,663 166,999 456,282 302,064

Operating expenses (1):
Sales and marketing 186,506 136,574 345,116 246,631
Research and development 70,364 53,276 136,288 103,124
General and administrative 36,071 30,384 77,308 59,776
Legal settlements — — 270,000 —

Total operating expenses 292,941 220,234 828,712 409,531
Loss from operations (48,278) (53,235) (372,430) (107,467)

Interest expense (8,248) (7,707) (16,357) (15,285)
Interest income and other income (expense), net 2,260 521 2,962 5,225

Loss before income taxes (54,266) (60,421) (385,825) (117,527)
Provision for (benefit from) income taxes (4,641) 1,504 (2,868) 2,491

Net loss (49,625)$                         (61,925)$                         (382,957)$                       (120,018)$                       
Net loss per share - Basic and Diluted (0.30)$                              (0.40)$                              (2.35)$                              (0.78)$                              

Weighted-average shares used to compute net loss per share - Basic 
and Diluted 163,838,755 154,465,367 162,952,721 153,041,433

(1) Includes total stock-based compensation expense for stock-based awards as follows:
Six Months Ended

June 30, 2016 June 30, 2015 June 30, 2016 June 30, 2015

Cost of revenues:
Subscription 6,951$                             6,067$                             13,558$                           11,232$                           
Professional services and other 6,136 5,771 12,895 10,984

Sales and marketing 32,861 26,105 63,859 48,679
Research and development 21,047 17,935 41,580 33,573
General and administrative 11,070 10,468 21,481 19,952

Total 78,065$                           66,346$                           153,373$                         124,420$                         

Three Months Ended



ServiceNow, Inc.
Condensed Consolidated Balance Sheets

(in thousands)

June 30, 2016 December 31, 2015
(Unaudited)

ASSETS
Current assets:

Cash and cash equivalents 289,113$                         412,305$                         
Short-term investments 517,601 388,945
Accounts receivable, net 197,296 203,333
Current portion of deferred commissions 57,232 51,976
Prepaid expenses and other current assets 36,647 29,076

Total current assets 1,097,889 1,085,635
Deferred commissions, less current portion 39,716 33,016
Long-term investments 224,439 422,667
Property and equipment, net 166,551 144,714
Intangible assets, net 64,873 43,005
Goodwill 83,115 55,669
Other assets 37,755 22,346

Total assets 1,714,338$                      1,807,052$                      

LIABILITIES AND STOCKHOLDERS’ EQUITY
Current liabilities:

Accounts payable 41,095$                           37,369$                           
Accrued expenses and other current liabilities 113,131 101,264
Current portion of deferred revenue 697,855 593,003

Total current liabilities 852,081 731,636
Deferred revenue, less current portion 15,130 10,751
Convertible senior notes, net 490,891 474,534
Other long-term liabilities 31,954 23,317
Stockholders’ equity 324,282 566,814

Total liabilities and stockholders’equity 1,714,338$                      1,807,052$                      



Three Months Ended Six Months Ended
June 30, 2016 June 30, 2015 June 30, 2016 June 30, 2015

Net loss (49,625)$                   (61,925)$                   (382,957)$                 (120,018)$                 

20,000 15,033 37,452 28,857

1,309 1,782 2,799 3,612

18,924 15,684 36,957 31,281

8,248 7,707 16,357 15,285

78,065 66,346 153,373 124,420

Deferred income tax (6,426) — (6,426) —

862 (2,297) 532 (4,240)

Accounts receivable (8,844) 903 6,967 11,339

Deferred commissions (24,426) (17,432) (48,397) (32,832)

Prepaid expenses and other assets 9,807 10,861 (10,001) (8,026)

Accounts payable (3,659) 1,628 (272) 1,634

Deferred revenue 33,596 34,696 104,399 90,557

Accrued expenses and other liabilities (226,002) 7,199 19,733 5,682

Net cash (used in) provided by operating activities(1) (148,171) 80,185 (69,484) 147,551

Cash flows from investing activities:

Purchases of property and equipment (23,852) (15,121) (52,929) (41,820)

Business combinations, net of cash acquired (33,797) — (34,297) (1,100)

Purchases of other intangibles (9,100) — (14,850) —

Purchases of investments — (199,132) (180,365) (331,496)

Purchases of strategic investments — (10,000) — (10,000)

Sale of investments — 88,950 92,885 138,362

Maturities of investments 66,662 70,274 158,520 146,660

Restricted cash (154) 35 (611) 66

Net cash used in investing activities (241) (64,994) (31,647) (99,328)

Cash flows from financing activities:

Deferred payments on purchase of other intangibles 4,100 — 4,100 —

Proceeds from employee stock plans 14,278 11,210 34,151 41,684

Taxes paid related to net share settlement of equity awards (31,333) (11,711) (59,786) (12,446)

Payments on financing obligation (113) — (223) —

Net cash (used in) provided by financing activities(1) (13,068) (501) (21,758) 29,238

Foreign currency effect on cash and cash equivalents (2,857) 2,683 (303) (4,562)

Net (decrease) increase in cash and cash equivalents (164,337) 17,373 (123,192) 72,899

Cash and cash equivalents at beginning of period 453,450 307,981 412,305 252,455

Cash and cash equivalents at end of period 289,113$                   325,354$                   289,113$                   325,354$                   

Calculation of free cash flow (a non-GAAP measure):

Net cash (used in) provided by operating activities(1) (148,171)$                 80,185$                    (69,484)$                   147,551$                   

Purchases of property and equipment (23,852) (15,121) (52,929) (41,820)

Cash paid for legal settlements 250,000 — 267,500 —

Free cash flow 77,977$                    65,064$                    145,087$                   105,731$                   

Calculation of free cash flow margin (a non-GAAP measure):

GAAP net cash (used in) provided by operating activities as % of revenue(1) (43%) 32% (11%) 32%

Purchases of property and equipment as % of revenue (7%) (6%) (8%) (9%)

Cash paid for legal settlements as a % of revenue 73% 0% 41% 0%

Free cash flow margin 23% 26% 22% 23%

Other

Changes in operating assets and liabilities:

(1) During the six months ended June 30, 2016, we early adopted Accounting Standards Update 2016-09, "Compensation-Stock Compensation (Topic 718): Improvements to Employee 
Share-Based Payment Accounting," which addresses among other items, updates to the presentation and treatment of excess tax benefits related to stock-based compensation. We have 
adopted changes to the condensed consolidated statements of cash flows on a retrospective basis. This resulted in a $0.6 million increase in net cash provided by operating activities and 
a corresponding $0.6 million decrease in net cash provided by financing activities for the three and six months ended June 30, 2015.

Adjustments to reconcile net loss to net cash (used in) provided by 
operating activities:

Depreciation and amortization

Amortization of premiums on investments

Amortization of deferred commissions

Amortization of debt discount and issuance costs

Stock-based compensation

Cash flows from operating activities:

ServiceNow, Inc.
Condensed Consolidated Statements of Cash Flows

(in thousands)
(Unaudited)



ServiceNow, Inc.
Results of Operations GAAP to Non-GAAP Reconciliation

(in thousands except share and per share data)
(Unaudited)

June 30, 2016 June 30, 2015 Growth Rates June 30, 2016 June 30, 2015 Growth Rates

Subscription revenues:

GAAP subscription revenues 290,679$                 200,461$                 45% 558,101$                 380,368$                 47%

Increase in subscription deferred revenue                       42,079                       40,319                     105,952                       93,761 

Non-GAAP subscription billings 332,758$                 240,780$                 38% 664,053$                 474,129$                 40%

Professional services and other revenues:

GAAP professional services and other revenues 50,633$                   46,255$                   9% 89,090$                   78,312$                   14%

Decrease in professional services and other deferred revenue                       (8,483)                       (5,623)                       (1,553)                       (3,204)

Non-GAAP professional services and other billings 42,150$                   40,632$                   4% 87,537$                   75,108$                   17%

Total Revenues:

GAAP total revenues 341,312$                 246,716$                 38% 647,191$                 458,680$                 41%

Increase in total deferred revenue from consolidated statements of cash flows                       33,596                       34,696                     104,399                       90,557 

Non-GAAP total billings 374,908$                 281,412$                 33% 751,590$                 549,237$                 37%

Cost of revenues:

GAAP subscription cost of revenues 56,360$                   45,392$                   109,141$                 87,836$                   

Add back:

Stock-based compensation (6,951) (6,067) (13,558) (11,232)

Amortization of purchased intangibles (1) (3,106) (2,769) (5,874) (5,552)

Non-GAAP subscription cost of revenues 46,303$                   36,556$                   89,709$                   71,052$                   

GAAP professional services and other cost of revenues 40,289$                   34,325$                   81,768$                   68,780$                   

Add back:

Stock-based compensation (6,136) (5,771) (12,895) (10,984)

Non-GAAP professional services and other cost of revenues 34,153$                   28,554$                   68,873$                   57,796$                   

Gross profit:

GAAP subscription gross profit 234,319$                 155,069$                 448,960$                 292,532$                 

Add back:

Stock-based compensation 6,951                       6,067                       13,558                     11,232                     

Amortization of purchased intangibles 3,106                       2,769                       5,874                       5,552                       

Non-GAAP subscription gross profit 244,376$                 163,905$                 468,392$                 309,316$                 

GAAP professional services and other gross profit 10,344$                   11,930$                   7,322$                     9,532$                     

Add back:

Stock-based compensation 6,136                       5,771                       12,895                     10,984                     

Non-GAAP professional services and other gross profit 16,480$                   17,701$                   20,217$                   20,516$                   

GAAP gross profit 244,663$                 166,999$                 456,282$                 302,064$                 

Add back:

Stock-based compensation 13,087                     11,838                     26,453                     22,216                     

Amortization of purchased intangibles 3,106                       2,769                       5,874                       5,552                       

Non-GAAP gross profit 260,856$                 181,606$                 488,609$                 329,832$                 

Operating expenses:

GAAP sales and marketing expenses 186,506 136,574 345,116 246,631

Add back:

Stock-based compensation (32,861) (26,105) (63,859) (48,679)

Amortization of purchased intangibles (56) (145) (74) (291)

Non-GAAP sales and marketing expenses 153,589$                 110,324$                 281,183$                 197,661$                 

GAAP research and development expenses 70,364 53,276 136,288 103,124

Add back:

Stock-based compensation (21,047) (17,935) (41,580) (33,573)

Amortization of purchased intangibles (303) — (303) —

Non-GAAP research and development expenses 49,014$                   35,341$                   94,405$                   69,551$                   

GAAP general and administrative expenses 36,071 30,384 77,308 59,776

Add back:

Stock-based compensation (11,070) (10,468) (21,481) (19,952)

Amortization of purchased intangibles (1) (273) (23) (374) (46)

Business combination and other related costs (634) — (945) —

Non-GAAP general and administrative expenses 24,094$                   19,893$                   54,508$                   39,778$                   

GAAP legal settlements —$                          —$                          270,000$                 —$                          

Add back:

Legal settlements — — (270,000) —

Non-GAAP legal settlements —$                          —$                          —$                          —$                          

Three Months Ended Six Months Ended



Income (loss) from operations:

GAAP loss from operations (48,278)                    (53,235)                    (372,430)                  (107,467)                  

Add back:

Stock-based compensation 78,065 66,346 153,373 124,420

Amortization of purchased intangibles (1) 3,738 2,937 6,625 5,889

Business combination and other related costs 634 — 945 —

Legal settlements — — 270,000 —

Non-GAAP income from operations 34,159$                   16,048$                   58,513$                   22,842$                   

Net income (loss):

GAAP net loss (49,625)                    (61,925)                    (382,957)                  (120,018)                  

Add back:

Stock-based compensation 78,065                     66,346                     153,373                   124,420                   

Amortization of purchased intangibles (1) 3,738                       2,937                       6,625                       5,889                       

Business combination and other related costs 634 — 945 —

Legal settlements — — 270,000 —

Amortization of debt discount and issuance costs for the convertible senior notes 8,248                       7,707                       16,357                     15,285                     

Income tax expense effects related to the above adjustments (1) (15,482) (7,738) (24,285) (15,769)

Non-GAAP net income 25,578$                   7,327$                     40,058$                   9,807$                     

Net income (loss) per share - basic and diluted:

GAAP net loss per share - basic and diluted (0.30)$                      (0.40)$                      (2.35)$                      (0.78)$                      

Non-GAAP net income per share - basic 0.16$                       0.05$                       0.25$                       0.06$                       

Non-GAAP net income per share - diluted 0.15$                       0.04$                       0.23$                       0.06$                       

Weighted-average shares used to compute net income (loss) per share - basic 163,838,755 154,465,367 162,952,721 153,041,433

GAAP weighted-average shares used to compute net loss per share - diluted 163,838,755 154,465,367 162,952,721 153,041,433
Effect of dilutive securities (stock options, restricted stock units and common stock subject to 
repurchase) 8,772,013 13,613,976 8,864,056 14,275,802

Non-GAAP weighted-average shares used to compute net income per share - diluted 172,610,768 168,079,343 171,816,777 167,317,235

(1) The Non-GAAP amounts presented for the three and six months ended June 30, 2015 have been revised to exclude the amortization of other intangibles and their related tax effects.



Three Months Ended Three Months Ended

September 30, 2016 September 30, 2015
   

GAAP subscription revenue $312 - $315 million $223 million  40% - 41%

Increase in subscription deferred revenue 27 - 28 million 23 million

Non-GAAP subscription billings $339 - $343 million $246 million  38% - 39%

GAAP professional services and other revenue $38 - $39 million $38 million 0% - 3%

Increase in professional services and other deferred revenue 3 million 2 million

Non-GAAP professional services and other billings $41 - $42 million $40 million  2% -  4%

GAAP total revenue $350 - $354 million $261 million  34% - 36%

Increase in total deferred revenue from consolidated statements of cash flows 30 - 31 million 25 million

Non-GAAP total billings $380 - $385 million $286 million  33% - 34%

GAAP subscription gross margin 80%

Stock-based compensation expense 3%

Amortization of purchased intangibles 1%

Non-GAAP subscription gross margin 84%

GAAP professional services and other gross margin (3%)

Stock-based compensation expense 16%

Non-GAAP professional services and other gross margin 13%

GAAP total gross margin 71%

Stock-based compensation expense 4%

Amortization of purchased intangibles 1%

Non-GAAP total gross margin 76%

GAAP operating margin (8%)

Stock-based compensation expense 22%

Amortization of purchased intangibles 1%

Non-GAAP operating margin 15%

GAAP net cash provided by operating activities as % of revenue 24%

Purchases of property and equipment as % of revenue (8%)

Non-GAAP free cash flow margin 16%

GAAP weighted-average shares used to compute net loss per share - diluted 166 million

Effect of dilutive securities (stock options, restricted stock units) 8 million

Non-GAAP weighted-average shares used to compute net income per share - diluted 174 million

ServiceNow, Inc.
Reconciliation of Non-GAAP Financial Guidance

The financial guidance provided below is an estimate based on information available as of June 30, 2016. The company’s future performance and financial results are subject to risks and uncertainties, and actual 
results could differ materially from the guidance set forth below. Some of the factors that could affect the company’s financial results are stated above in this press release. More information on potential factors that 
could affect the company’s financial results is included from time to time in the company’s public reports filed with the SEC, including the company's Annual Report on Form 10-K filed on February 25, 2016, and 
the company's Form 10-Q for the three months ended June 30, 2016 to be filed with the SEC. The company assumes no obligation to update any forward-looking statements or information, which speak as of their 
respective dates.

Growth rates



Twelve Months Ended Twelve Months Ended
December 31, 2016 December 31, 2015

GAAP subscription revenue $1,203 - $1,211 million $848 million 42% - 43%

Increase in subscription deferred revenue 224 million 190 million

Non-GAAP subscription billings $1,427 - $1,435 million $1,038 million 37% - 38%

GAAP professional services and other revenue $167 - $169 million $157 million  6% - 8%

Increase in professional services and other deferred revenue 11 million 6 million

Non-GAAP professional services and other billings $178 - $180 million $163 million  9% - 10%

GAAP total revenue $1,370 - $1,380 million $1,005 million 36% - 37%

Increase in total deferred revenue from consolidated statements of cash flows 235 million 196 million

Non-GAAP total billings $1,605 - $1,615 million $1,201 million 34%

GAAP operating margin (31%)

Stock-based compensation expense 22%

Amortization of purchased intangibles 1%

Legal settlements 20%

Non-GAAP operating margin 12%

GAAP net cash provided by operating activities as % of revenue 13%

Cash paid for legal settlements 19%

Purchases of property and equipment as % of revenue (8%)

Non-GAAP free cash flow margin 24%

GAAP weighted-average shares used to compute net loss per share - diluted 165 million

Effect of dilutive securities (stock options, restricted stock units) 8 million

Non-GAAP weighted-average shares used to compute net income per share - diluted 173 million

Growth rates


	Income Statement
	Balance Sheet
	CashFlow
	Pro-Forma IS Format
	Reg G table
	Reg G table (2)

