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PRESENTATION

Operator

Hello and welcome to the Hewlett Packard Investor Event Conference Call. My name is Keith, and | will
be your conference moderator for today’s call. At this time all participants will be in listen-only mode. We
will be facilitating a question-and-answer session toward the end of the conference. Should you need
assistance during the call, please signal a conference specialist by pressing the star key followed by
zero. As areminder, this conference call is being recorded for replay purposes.

I would now like to turn the presentation over to your host for today’s call, Andrew Simanek. Please
proceed.

Andrew Simanek

Great. Thank you. Good morning. I'm Andy Simanek, Head of Investor Relations for Hewlett Packard
Enterprise. I'd like to thank you for joining us today to discuss our announcement of HPE’s intent to
acquire Cray. I'm joined on the call with Antonio Neri, HPE’s President and Chief Executive Officer and
Tarek Robbiati, HPE’s Executive Vice President and Chief Financial Officer. Antonio and Tarek will make
some remarks and then we will open up the line for questions.

Before handing the call over to Antonio, let me remind you that this call is being webcast. A replay of the
webcast will be made available shortly after the call for approximately one year. We posted the press
release and the slide presentation accompanying today’s announcement on our HPE Investor Relations
web page at Investors.hpe.com.

As always, elements of this presentation are forward-looking and are based on our best view of the world
and our businesses as we see them today. For more detailed information please see the disclaimers on
the earnings materials relating to forward-looking statements that involve risks, uncertainties and
assumptions. For a discussion of some of these risks, uncertainties and assumptions, please refer to
HPE'’s filings with the SEC including its most recent Form 10-K. HPE assumes no obligation and does
not intend to update any such forward-looking statements. Also, for financial information that is
expressed on a non-GAAP basis, we have provided reconciliations to the comparable GAAP information
on our website.

Also, Antonio and Tarek will be following the slide presentation accompanying this announcement
throughout the prepared remarks. As mentioned, the investor presentation accompanying this
announcement can be found posted to our website and is also embedded within the webcast player for
this call.

With that, let me turn the call over to Antonio. Antonio?

Antonio Neri

Thanks, Andy, and good morning, everyone. Thank you for joining us. Today, I’'m excited to announce
HPE’s plans to acquire Cray. As you may know, Cray is a premier provider of high-end supercomputing
solutions. | believe this acquisition will position us to tackle the most data-intensive workloads in the
growth segment of high-performance computing. By combing our teams, our complementary technology
and our shared commitment to innovation, we will have the opportunity to drive the next generation of
high-performance computing and play an important part in advancing the way people live and work. High-
performance computing has been and continues to be a strategic area for HPE and one where we have
a clear differentiation.
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Over the years we have invested organically to build a strong portfolio and completed acquisitions
including SGI to take advantage of the rapidly growing demand for powerful computing capabilities. We
believe the explosion of data from artificial intelligence, machine learning and big data analytics and
evolving customer needs for data-intensive workloads will continue to drive a significant expansion in
HPC. Customers increasingly need dedicated high-performance architectures with workload-optimized
solutions, scalable storage, ultra-low latency interconnect fabric and big data analytic software often at
Exascale levels that is one quintillion of one billion square calculations per second. These workloads,
given their data intensity and economics, have a weak affinity to the public cloud. As a result, the HPC
segment of the market in associated storage and services is expected to grow approximately 9% over
the next three years from approximately $28 billion in 2018 to approximately $35 billion in 2021. Exascale
is also a growing segment of overall HPC and more than $4 billion of Exascale opportunities are expected
to be awarded over the next five years.

High-performance computing is a key component of HPE’s vision and growth strategy and the company
currently offers world-class HPC solutions, including HPE Apollo and HPE SGI to customers worldwide.
This portfolio will be further strengthened by leveraging Cray’s foundational technologies and adding
complementary solutions. Cray’s supercomputing systems are delivered through their current generation
XE and CS platforms, and next generation Shasta series platforms and have the ability to handle massive
data sets, converged modeling, simulation, Al and analytics workloads.

In addition to super computers, Cray offers high-performance storage, low-latency Slingshot
interconnects, data analytics, and Al solutions -- all delivered through integrated systems. Cray shares
our commitment to innovation and passion for pushing the boundaries. Cray Research was founded in
1972 by the legendary Seymour Cray focused on building some of the fastest supercomputers on the
planet and it's now on its eighth generation of technology.

Cray has gained the trust of its customers with a leading presence in government segments and as
preferred partners to leaders across all their key verticals including life sciences, energy and
manufacturing. Cray currently holds a leadership position in the top 100 supercomputer installations
around the globe and is the number one high-performance storage provider in the top 100
supercomputers.

The company was recently awarded two significant new contracts. The U.S. Department of Energy’s
Argonne National Laboratory awarded to Cray the first U.S. Exascale contract valued at more than $100
million that will enable researchers to push through former computational boundaries on a path to new
scientific discoveries. In addition, Cray received a contract for an Exascale supercomputer installation
valued at more than $600 million for the U.S. Department of Energy’s Oak Ridge National Laboratory.
This pipeline of revenue underscores the growth prospects of Cray for years to come.

Cray’s technology and end markets are highly complementary to HPE’s existing HPC portfolio. The
combined company will reach a broader set of end markets, offering enterprise, academic and
government customers a broad range of solutions and deep expertise to solve the most complex
problems. Customer benefits will include new offerings in Al, machine learning, analytics and new
consumption models with HPE GreenLake in the near future. Together, the companies can achieve
greater scale for combining engineering talent and technologies and enabling R&D innovation leadership.

We will also have enhanced supply chain capabilities with improved US-based manufacturing. So
overall, | couldn’t be more excited to have Cray join the HPE team. The real value of this acquisition is
what we can create together and | can’t wait to see these two great companies lead the Exascale era of
high-performance computing.
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Now let me hand the call over to Tarek who will provide additional financial details regarding this
transaction. Tarek?

Tarek Robbiati

Thank you very much, Antonio. | certainly share Antonio’s enthusiasm for this deal and look forward to
all the combined benefits of bringing these two teams and portfolios together. There is a lot in this deal.
Now, let me provide you with some details around the significant economic upside we expect to be
realized through this transaction.

Slide 10, demonstrates that bringing together HPE and Cray will enable an enhanced financial profile for
the combined company that includes several revenue growth opportunities and cost synergies. We
expect the combination to drive significant revenue growth opportunities in a number of ways, including
capitalizing on the $28 billion HPC addressable market that is growing at a 9% CAGR with a differentiated
and comprehensive end-to-end portfolio of HPC solutions.

Exascale is also a growing segment of overall HPC with more than $4 billion of opportunities expected
to be awarded over the next five years. Cray has already won the first two worth over $700 million and
is very well-positioned to win further Exascale opportunities. The combined companies will enhance the
experience of government customers and also expand the customer base by accelerating the adoption
of HPC in the commercial sector.

Lastly, we will be introducing new offerings including GreenLake HPC-as-a-service, a new high-end data-
intensive Al, machine learning, and analytics offerings. From a cost perspective, we expect to realize
significant synergies both in cost of goods sold and operating expenses. Within cost of goods sold, there
are supply chain and manufacturing efficiencies and the ability to leverage proprietary technologies
between the two companies. Cray’s Slingshot interconnects are a great example of proprietary
technology that will benefit our cost base and expand profitability in our HPC business as well as deliver
superior performance to our customers.

With respect to operating expenses, we are acquiring unique talent that will help accelerate our R&D
investments and innovation in HPC for both commercial enterprise and government customers. In
addition, we will look at optimizing corporate costs across both organizations in the combined HPC
category in a best-of-breed approach. In total, we expect significant annualized run rate cost synergies
to be attained by the end of fiscal year ‘21 and we’ll provide more detail on sizing as we near the close
of the transaction.

Turning to slide 11 you can see that. We expect this transaction to be accretive to HPE non-GAAP
operating profit and earnings in the first full year following the close. As part of the transaction, HPE
expects to incur one-time GAAP-only integration costs that are expected to be absorbed within our
existing fiscal year 2020 free cash flow outlook of $1.9 to $2.1 billion that remains unchanged.

Under the terms of the definitive agreement, we will acquire Cray for $35 per share which reflects an
enterprise value of approximately $1.3 billion net of Cray’s cash. This is an all-cash transaction that will
be financed through cash and a mix of new and existing financing facilities. HPE’s Board of Directors
have already approved this deal which is subject to approval by Cray’s shareholders. Finally, we expect
the transaction to close by the first quarter of HPE's fiscal year 2020 as it is subject to regulatory approvals
and other custom closing conditions.

Before we close with the prepared remarks, I'd like to turn to slide 12 to take a moment to reflect on
HPE’s acquisition strategy. We have made tremendous progress driving innovation and creating
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significant value through our recent acquisitions. Whether it's Nimble that expanded our leadership
position in all-flash, SimpliVity that accelerated our growth in hyper-converged, Cloud Cruiser that gave
us unique metering capabilities to enable our GreenLake flexible consumption offerings, or Aruba that
made us a leader at the Edge, we have successfully accelerated HPE’s strategy and enhanced our
competitive position through acquisitions across all segments of our portfolio. Now, we look forward to
Cray joining this list of outstanding companies as we look to enhance shareholder value.

So in closing, on slide 13, both Antonio and | are very excited to have Cray join HPE. Together, we have
a tremendous opportunity to shape and lead the next generation of high-performance computing. This
is a winning combination that will be a great benefit for all stakeholders including customers, partners,
employees and shareholders.

Before we turn to Q&A, let me remind everyone that we will conduct our second quarter fiscal year 2019
earnings conference call next week on Thursday, May 23 at 4:30 p.m. Eastern time.

Now with that, let’s open it up for questions. Thank you for listening.
QUESTIONS AND ANSWERS

Operator

Yes. Thank you. We will now begin the question-and-answer session. To ask a question, you may
press the star then one on your touchtone phone. If you are using a speakerphone, please pick up your
handset before pressing the keys. To withdraw your question, please press star then two. At this time,
we will pause momentarily to assemble the roster and we also request that you ask only one question.

The first question comes from Katy Huberty with Morgan Stanley.

Katy Huberty

Thank you. Congrats on the deal. What are you able to do with the Cray technology or market exposure
that you can’t do with SGI? And just in that same regard, what are some of the revenue synergies in the
HPC area that you get with this deal?

Antonio Neri

Yes. Thanks, Katy and good morning. So, we believe the two portfolios obviously are very, very
complementary. What really Cray brings to us now is what | call the foundational technologies, what |
call the next generation of interconnect and software tool chains, which are really critical to manage these
data-intensive workloads which are exploding. And so, they are on the eighth generation of this
technology which is very, very modular.

And the reality is, it can not only be applied to the high-performance computing aspect of the market, but
because it's modular, we can actually take it down for those workloads below the supercomputing that
may need these type of characteristics, low-latency, high-performance and Ethernet-based. So this next
generation of technology is Ethernet-based, which is where the world is going.

So, for us, the combination of Cray foundational technology, the high-end supercomputing for Exascale,
the fact that they have the software tool chains to manage these unique set of workloads, combined with
the acquisition of SGI, who were of the mission critical aspects of the technology, gives us a very rounded
portfolio to participate beyond the supercomputing market. And as you'll recall, the SGI acquisition was
done 2.5 years ago and the thesis of that acquisition was more centric about mission critical workloads
than supercomputing because with that acquisition we entered what | call the mission critical X86 that we
actually integrated with our Superdome Flex platform, and that's one of the slides you have of that
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portfolio. So it was the natural next iteration and we are excited about this combination.

Katy Huberty
Thank you.

Andrew Simanek
Great. Thank you, Katy. Can we have the next question, please?

Operator
Yes, and it comes from Aaron Rakers with Wells Fargo.

Aaron Rakers

Yes. Thanks for taking the question. | just want to maybe start—if | could slip two in real quick. But first
of all, is there any kind of requirements or regulatory approvals particularly as it relates to China that we
should be aware of given kind of the current situation from a geopolitical perspective?

Then on a second part, I'm just curious of as you position this platform from Cray into GreenLake HPC-
as-a-service, how do you see the footprint that Cray has with Microsoft or their own kind of strategy
around positioning these platforms into the public cloud vendors evolving over the next couple of years?
Thank you.

Antonio Neri

Yes. This is Antonio. Thank you for the question. No, China is not part of the approval process. There
are other countries that we have to get through it and that’s normal regulatory approval that we have to
go through. But we are very confident based on our ability to execute prior acquisitions that this should
not be an issue.

In terms of the second part of the question, we believe that the public cloud could be a consumer of these
technologies. As you rightly pointed out, Cray has already a partnership with Microsoft Azure, which
continues to expand for these very large intensive data workloads. But potentially because of these
unique characteristics of interconnect fabric to leverage that technology at scale to the public cloud, work
to be done, we think is an opportunity. We think it's an upside, but ultimately how we provide customers
a true hybrid cloud for these unique workloads.

Then the third part of this was your question about as-a-service. It goes beyond the public cloud. We
can provide as-a-service on-premises through our HPE next offering, called HPE GreenlLake which has
embedded financing from our HPE Financial Services. And now we have the software capabilities that |
mentioned before that Cray has been working through for the last two years to transition the current
architecture of software tool chains to a true cloud native containerized type of solutions. And so that
combination with our HPE Cloud Cruiser, which was included in one of the slides, gives us the two as-a-
service platform to be able to meet our on-prem and off-prem and that we believe is also a very nice
opportunity and upside for us.

Aaron Rakers
Thank you.

Andrew Simanek
Great. Thank you, Aaron. Can we go to the next question please?

Operator
Sure. That comes from Tony Sacconaghi with Bernstein.
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Tony Sacconaghi

Yes. Thank you. You talked about the HPC market having a 9% growth rate looking forward. If we look
at Cray’s revenues historically it's obviously very lumpy given contracts, but | think almost any endpoint
would certainly not yield that kind of growth rate. And so | guess the question is do you see the HPC
market growing faster going forward or was Cray losing share historically and why would that be given
that they were a leader? That would be helpful.

Then does the acquisition cost have any impact on your planned capital return for either this year or for
next year in terms of buybacks? Thank you.

Antonio Neri

Thank you, Tony, and good morning. | will answer the first part of the question and then | will ask Tarek
to comment on the second part of the question. So you have to look at the HPC market at the segment
level. There is the compute part of this and then there is all the technologies that stack to ultimately
deliver the full system view.

So if you take the market for compute it's roughly, what | call below the supercomputer is like, $8.5 billion.
When you add on top of that, the supercomputing that of the market you’re talking a market that’s going
to go from roughly $2.5 billion to over $5 billion. That's the Exascale part of this. Then the third part of
this is all the other components, the interconnect fabric, the software, the storage that comes with it,
because for every unit of compute is a storage of compute attached. These are very coupled systems
where data and compute has to be collocated in order to achieve maximum performance and lowest cost.

So you have to look at the entire market and that’s why we said it's going to go from $28 billion when you
add it altogether to $35 billion and that’s the 9%. Today, we only participate in a few parts of that segment
of the market because we don’t have all these technologies. So that's why Cray has been on a journey
not only to build the Exascale, but to participate in the other sub-segments including the interconnect
fabric.

So yes, you're right. The revenue has been lumpy and there has been a pause in the last few years but
now we’re seeing acceleration and the deals that Tarek mentioned whether it's the Argonne deal or the
Oak National Lab, there is a need to provide more computational capability not just for the government
but also for academia. We see the same in oil and gas. We see the same in manufacturing, and that's
the opportunity for us because obviously HPE brings a very large commercial enterprise go-to-market
that’s truly complementary to Cray which they don’t have that reach.

And so that’s the opportunity here, Tony. So you need to look at this first and foremost as an opportunity
for HPE as a margin expansion because we leverage their technologies into the rest of our portfolio. And
second is outside of revenue by not just participating in supercomputing but over time in the other sub-
segment of the market which are technologies that now will be available over the next several quarters
which today we didn’t have the IP.

So with that, I’'m going to give it to you, Tarek, to talk about the capital allocation.

Tarek Robbiati

Sure. Thank you, Antonio. Tony, the short answer to whether this transaction will affect our capital
returns program is no. Our capital returns program remains unchanged both on a dividend side and the
share buybacks. We’re executing it as planned. We have planned $2.8 billion of capital returns this fiscal
year and we stick to that plan.
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Antonio Neri
To be clear, as you recall, we announced last year in the first quarter 2018 that we will return $7 billion
over the two years 18 and ’19 and we are on track to do that.

Andrew Simanek
Great. Thank you, Tony. Can we go to the next question please?

Operator
Yes thank you, and that comes from Shannon Cross with Cross Research.

Shannon Cross

Thank you very much for the question. | was just curious if you could maybe go back to your experience
with SGI and the integration that you went through there and maybe give us some more color on where
you’ve seen benefit from SGI being part of HPE and then also some similarities in terms of what you can
do with Cray.

Then | was just curious, | wanted to clarify the fiscal ‘20 free cash flow outlook of $1.9 to $2.1 billion that’s
unchanged. Is that just assuming this acquisition or does that mean as of today, i.e. we should think
about that with regard to the quarter that just occurred? Thank you.

Antonio Neri

Alright. Good morning, Shannon. This is Antonio. I'm going to answer the first part and then I’'m going
to have Tarek the second part. So one of the reasons why we’re doing this acquisition is because we
are very comfortable in the integration aspect of the Cray acquisition. | have to tell you that the SGI
acquisition has been incredibly successful.

If you recall to our Q1 results we grew our HPC segment in excess of 50%. The other part of this is the
fact that we're also growing what we call the mission critical X86 market which is also big data workloads
and in memory workloads dramatically. Today Hewlett Packard Enterprise owns 50%-+ of the on-prem
market share for big data workloads like SAP HANA. That acquisition with SGI brought us the technology
to be able to scale at those levels. In fact, today the largest in memory computer you can buy today is
from Hewlett Packard Enterprises, it’s called Superdome Flex.

So from the culture perspective we are incredibly confident. We did it much faster than we thought. From
the culture at the R&D level, engineering level, this is a very specialized space and the cultures are very,
very similar and there is not many companies out there obviously. So we are incredibly confident to
execute this acquisition and there are synergies both on the cost to sell side because of our scale and
on the go-to-market side because of our reach.

And then obviously as | said in one of my remarks, we will have now a very large scalable U.S.-based
manufacturing for this type of infrastructure which are absolutely needed in the context of national
security. So in that context we feel pretty good about it. We have done it before and we will do it again.

So with that, I'll give it to you, Tarek.

Tarek Robbiati

Yes. Thank you, Antonio. Thank you for the question. The reference to the fact that this transaction is
not going to change our fiscal year 2020 free cash flow outlook of $1.9 to $2.1 billion is because we will
incur one-time GAAP only integration-related costs that should be quite significant in our estimates.
These are to trigger synergies well in excess of the integration costs. And so what we wanted to flag to
you all is that notwithstanding those integration costs, we are on track to attain our free cash flow
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guidance for fiscal year 2020 of $1.9 to $2.1 billion.

With respect to our fiscal year 2019 free cash flow guidance of $1.4 to $1.6 billion, this one also remains
unchanged and we will talk more about our free cash flow generation next week during our earning call
of May 23",

Andrew Simanek
Great. Thank you, Shannon. Next question please.

Operator
Yes thank you, and it comes from Paul Coster with JP Morgan.

Paul Coster

Thanks for taking the question. | wonder if you could just talk to us a little bit about the process by which
you got here and the process over the next six to nine months. Specifically, did you make the overture
to Cray or was it the other way around? How long did the due diligence last?

As we move towards the actual closure, what are you going to do in terms of pre-organization and
customer messaging? Thank you.

Antonio Neri

Thanks, Paul, and good morning. This is Antonio. Listen, | always talk about innovation in three forms:
organic, inorganic and through partnerships. Obviously, organically we talk about some of the
investments we made over the years to improve our position and innovation. These are things like
Superdome, HPE Synergy, HPE OneView and so forth.

Inorganically, obviously, Tarek showed you the slide. We think about this obviously with a very stringent
return on invested capital that adds intellectual property to have the right to play and win in unique
markets and create shareholder value obviously, and then also bring the talent. The talent is a big
component of this because we need to augment the talent we have inside the company.

So as a matter of process we continue to evaluate all the time. What is the right approach of mix between
organic/inorganic and through partnerships? We have this program called HPE Pathfinder, where we
have probably two dozens of companies under the program right now that we integrate in our portfolio
and we sell it as a solution to our customers.

And so, we look for this and obviously we approach the other party to see if there’s a meeting of the
minds. For me, it's very, very important that the oversight has a common vision and a common strategy
for the future, the culture we align on innovation and how to deliver business outcomes for our customers.
And sometimes it’s just about timing, Paul, right? So we feel this is the right timing and the two met and
had the same conclusion and that’s why we’re announcing it today. So, that’s the step.

So, Tarek, do you want to add anything on your side?

Tarek Robbiati

No, but | think it's important to maybe say one thing, which is that we are approaching this integration
moving forward in a best-of-breed approach. | think you could see from Antonio’s speech that the two
portfolios are extremely complementary from a customer segment standpoint and capability standpoint,
technology standpoint. And certainly we look forward to welcoming the Cray management team into the
family and working with Peter Ungaro who will stay onboard in the overall combination.
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Antonio Neri

Yes, that’s an important point | want to make, Paul, is that when the transaction’s closed, the current
CEO of Cray, Peter Ungaro will lead the combined new business for Hewlett Packard Enterprise. There
is tremendous know-how on both sides from an R&D perspective and future-looking technologies and as
well as obviously on our side we have a major scale in go-to-market.

From the planning perspective, Paul, there’s certain things we can’t do until the transaction’s closed, but
obviously we are reaching to customers. We already have done this in the last couple of hours as the
transaction got through the wire. Obviously you understand some of those customers are very important
as we think about the future. | have to tell you, it has been received with excitement because part of this
is a mission as well and the scalability.

Andrew Simanek
Perfect. Thank you, Paul, for the question. Next one please?

Operator
Thank you. It's Jeff Kvaal from Nomura Instinet.

Jeff Kvaal

Yes, two questions | guess, one of clarification. The first is, there’s always an opportunity cost when
looking at M&A. I'm wondering how you balanced investing in HPC versus perhaps another investment
in security or something that is more immediately cloud-focused.

Then the second question is a clarification on the accretion. Is the accretion dependent upon the revenue
synergies or can you get to accretion just on the deal plus the cost synergies alone? Thank you.

Antonio Neri

Alright. I’'m going to take the first part of the question and then, Tarek, you can comment on the accretion
part of this. No. Well, listen, we look at this in a very segmented way and we look at our ability to compete
and win in those respective markets.

The world, we said many, many times is going to be hybrid with an emphasis about the future being more
edge-centric, cloud-enabled and data-driven. Obviously, Edge continues to be a top priority for us and
we talked about those other trends before with connectivity, security, analytics and the Edge computing
aspect growing rapidly because of the explosion of the data we live every single day. But, that data
eventually needs to be analyzed and delivered in sites in real time where possible. That’'s why we are
making those investments at the Edge and we made the announcement last year we are investing $4
billion over the next four years.

But also, a big component of data needs to be analyzed in large data formats, and that’s why these data-
intensive workloads eventually will land in these type of systems that meet these characteristics. That’s
why it’s totally complementary to our strategy from Edge to core to cloud. And, we see an opportunity in
what is short-term, what is long-term and this was the right time for this acquisition. That doesn’t mean
we are not looking at continuing to expand our capabilities in the rest of the market.

But again, look the market segments, the growth opportunity, our ability to participate, grow and then
ultimately drive what | call long-term recurrent revenues. And that’'s why the big component of this is our
services component and clearly these type of solutions are heavy, heavy weighted on systems and
services. Because designing the systems, building the systems, deploying the systems and operating
the systems have a big services component for our HPE Pointnext and obviously that’s recurring revenue
and then wrap around the experience-as-a-service including a hybrid component of that.
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So, Tarek, do you want to talk about the accretion aspect of this?

Tarek Robbiati

Yes, certainly. | mean, it's a great question you're asking, Jeff. There’s a lot in this deal as we said in
our speech. It's both defensive because those workloads are pretty unique and difficult to see going to
the cloud and offensive because the technologies we have can allow us to expand our commercial
offerings in areas that are quite unique to us and SGI and Cray combined.

From an accretion standpoint, the deal synergies are entirely COGS and OPEX related in our investment
case. And over and above that you have the revenue accretion from all those Exascale deals. If you
look at Cray’s announcement relative to their revenue base which was around $450 million in the past
12 months, the Exascale deals by themselves the two that they attained represents $700 million of
incremental revenues over the future.

So, the accretion that we're foreseeing is on a full run rate basis. The deal is accretive in the first year
after close and will attain this full run rate on COGS and OPEX at the end of fiscal year 2021. We will
incur integration costs mainly in fiscal year 2020, but by and large the run rate COGS and OPEX
synergies are in excess of the integration costs we are incurring with all the revenue accretion and further
synergies from HPC-as-a-service, cloud store technology and the rest of the opportunities that exist by
taking those technologies to a mass market. All of this represents further upside to our investment case.

Andrew Simanek
Great. Thank you, Jeff. Next question please.

Operator
Thank you. That comes from Ananda Baruah with Loop Capital.

Ananda Barauh

Hi. Good morning, guys. Thanks for taking the question and congratulations. Antonio, you mentioned
a couple of times the opportunity to bring some of the technology downstream. | was wondering if you
could talk about how far downstream you see that opportunity to be and how broad. Loosely asking is
there a material opportunity to bring the technology down into sort of mainstream offerings and to
mainstream applications over time? Thanks.

Antonio Neri

Yes. Thanks for the question. We believe, yes, absolutely yes, and specifically in the portfolio what | call
interconnect fabric, which is both the ability to connect these nodes in storage as well as what are called
the NICs aspect of this. So, it's a complete portfolio from the connectivity side, inside the computer cells,
all the way to the rack scale level, all the way to the system level, which can be multiple racks. And in
that, we see that not only in HPC but also in the volume segment of the market and in the value segment
of market compute.

Let’s remind ourselves, HPE already has technology that’s truly complementary to this, called Silicon
Photonics. If you follow what we have said for several years now, we believe the architecture of the
future needs to be data-driven, not CPU-driven. And so the combination of their interconnect fabric with
our Silicon Photonics with their software and an ability to manage data out of the rack scale are a very
strong upside for us. But again, it can be in any aspect of this.

And last but not least, there is another acquisition we did which people may have forgotten a little bit, but
it's called Plexxi. Plexxiis what | call the data fabric interconnect at the software level. It's 100% software-
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driven in a multi-tenant approach which will allow us to really connect application to application, when
you call east to west traffic. And so, leverages next generation of interconnect fabric with Cray will allow
us now to put all that together from a hardware and software perspective.

So I'm really excited about this. It obviously can get very technical, but the reality is for customers is
faster, cheaper, better, in simple terms. It is scale, which is super important and ultimately, us looking to
the future what | call this data-driven architectures and is up to us to execute against that opportunity and
we will be all over that as an upside.

Andrew Simanek
Great. Thank you, Ananda. Next question please.

Operator
Thank you. That’s Jim Suva with Citi.

Jim Suva

Thanks. Thanks very much. Can we circle back again on your revenue synergies and your optimism
around that? Again, in light of looking at historical and at least just the past four years, two of the years
their revenues are up. Two of the years their revenues were down. Two of the years they had positive
cash flow. Two of the years they had negative cash flow.

So I'm just trying to help understand about why wouldn’t one think that we’re reaching the peak of their
cycles? Or what type of confidence do you have in more sustainable growth that you talked about during
your presentation and slides? The history doesn’'t quite show the conviction on that sustainability of
revenue growth.

Antonio Neri

Yes, thanks. Tarek, feel free to add as | go along here. We look at the quality of bookings and you're
exactly right, the lumpiness of the business being backwards-looking. But the bookings of what systems
need to be built going forward is way in excess of the current revenue you see. So, that’s factor number
one.

Factor number two, we look at the pipeline. Now, we look at the pipeline between the two companies
and there are significant opportunities out there that we independently have been working on and in some
cases competing against each other. So, that’s not the surprise because obviously when you look at the
customer segmentation of this, obviously the government, both DOD and DOE, are big consumers here.
At the same time, we see the explosion around the commercial side, particularly again simulation and
modeling type of workloads. | tend to focus a lot on the workloads aspect of this, big data analytics and
then ultimately Al machine learning, which everybody knows Al machine learning continues to grow
rapidly.

So when | look at the bookings and forward-looking transition of bookings into revenue, | look at the
pipeline. 1 look at the trends, inter-modal data and what type of computational capabilities they need.
And then | look at this set of foundational technologies which can be used independently of building a
system and to the previous question expand the time coverage including storage, that's what gave us
the confidence.

In terms of cash flow obviously the supercomputing aspect of this you have to win the deal. You have to
build it. You have to test it and then the customer has to accept it before you can really recognize the
revenue. That’s where sometimes you have this lumpiness.
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But in terms of operating cash flow, the company has done well. It’s just that it's the timeliness of when
you recognize revenue against expense, but that’'s the opportunity of combining these two portfolios
because obviously our high-performance computing revenue is way, way bigger than Cray. And because
now we have an interesting scenario by our manufacturer which both companies have co-location in the
same city—it’s just two sides of the river—that gives us the opportunity to manage that capex investment
in a way that each company couldn’t do it. So now we can build products literally across the river and
leverage that capex to smooth it out and that will give us more linearity like we have achieved on our side
because of the scale over time.

So, Tarek, | don’t know if you want to add anything on that.

Tarek Robbiati

You said it very well, Antonio. 1 think it's important, Jim, to underscore what you said which is the
lumpiness that exists between revenue generation and cash flow generation in this company. Most of
the cash is obtained when, as Antonio said, the system has been accepted by customers. And,
customers in the specific case of Cray, 80% of those customers are government related. The process of
acceptance takes time.

When we looked at this company and if you look at it on a specific point in time, you probably could see
situations where you have negative operating profit but positive cash flow, which is unusual but it attests
of the fact that there is a significant lumpiness in terms of revenue, operating profit and working capital,
because what drives the working capital is the customer acceptance as revenue and operating profit may
have been accrued prior to the system being fully accepted from a customer standpoint.

When you also look at Cray moving forward, it’s really important that we reset expectations. The reason
why we say this is because there are $4 billion of Exascale opportunities moving forward. Just with the
two that they’ve announced recently, these two represent $700 million that are contracted already with
U.S. government agencies. So we feel, as Antonio said, very confident about their prospects particularly
because we can help them from a go-to-market scale standpoint to adjust their revenue OP and cash
flow generation to be more linear.

Antonio Neri

I will only add, Tarek, just to make it clear for Jim is that, think about it this way just rough numbers. Their
revenue, Cray, is two-third government, one-third commercial, although they have done a pretty good job
in growing the commercial side. If | recall correctly the revenue has been growing up to 60% this year.
Our side is flipped; one-third is government, two-thirds is commercial. So the combination actually, now
allows us to take the Cray aspect of this into the commercial side and then the rest of the technology we
have on our side, particularly as we think about two-three years out into the government side by
leveraging also their IT. So for me that’s an exciting opportunity.

Last but not least, which | think is even more exciting, is the fact that the services component of this for
Cray was much smaller. Ours is much bigger. As we expand their technology on the commercial side
with our services, that’s an incremental, exciting opportunity for us.

Andrew Simanek
Great. Thanks, Jim. | think we have time for one more question please.

Operator
Yes and it comes from Rod Hall with Goldman Sachs.

RK Raghunathan Kamesh
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Hi. This is RK on behalf of Rod. Thanks for taking my question. | wanted to ask about Cray’s Oak Ridge
deal. The deal is pretty massive and the terms seem pretty complex. Do the terms of the deal have to
be renegotiated given this deal or are there no changes?

Antonio Neri

No, I don’t think so. Listen, the terms of the deal are pretty simple in the sense that you build an Exascale
computer with certain characteristics and performance and cost, leverage their technology. So that will
not change from that standpoint. Where it gives us the opportunity now is to extend that type of reach in
the other, call it, agencies and we will look forward to that. But no, we don’t think any of that will be
needed.

CONCLUSION
Andrew Simanek
Great. Thank you. So | think with that, | just wanted to thank everyone for joining the call on short notice

here this morning. We look forward to talking to you again next week in our earnings announcement next
Thursday.

I think with that we can close the call. Thank you.

Antonio Neri
Thank you, everyone. Appreciate it.

Operator
Thank you. Ladies and gentlemen, this concludes our call for today. Thank you.
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