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Item 2.02     Results of Operations and Financial Condition.
 

On May 22, 2019, NetApp, Inc. (“NetApp” or the “Company”) issued a press release reporting financial results for the fourth quarter and year ended April 26, 2019. The press
release is furnished herewith as Exhibit 99.1, and is incorporated herein by reference.

The information contained herein and in the accompanying exhibits shall not be incorporated by reference into any filing of the Company, whether made before or after the
date hereof, regardless of any general incorporation language in such filing, unless expressly incorporated by specific reference in such filing. The information in this report, including
the exhibits hereto, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), or otherwise subject to the
liabilities of that section or Sections 11 and 12(a)(2) of the Securities Act of 1933, as amended.

 

Item 5.02     Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of Certain Officers.

(e)

Fiscal 2020 Compensation

On May 16, 2019, the Compensation Committee (the “Committee”) of the Board of Directors of NetApp, Inc. (the “Company”) approved the fiscal year 2020 (“FY 20”) terms of cash
compensation for the named executive officers identified below in the amounts reflected below:
 

Named Executive Officer FY 20 Salary (1) FY 20 Target Incentive
Compensation Award (2) (3)

George Kurian
Chief Executive Officer and President

$950,000 170%

Ronald J. Pasek
Executive Vice President and Chief Financial Officer

$626,775 110%

Henri Richard
Executive Vice President, Worldwide Field and Customer Operations

$600,000 110%

Joel D. Reich
Executive Vice President, Product Operations

$524,000 110%

Matthew K. Fawcett
Senior Vice President, General Counsel and Secretary

$548,000 80%

(1) Effective April 27, 2019. The salaries for Messrs. Richard and Reich are unchanged from fiscal year 2019.
(2) Expressed as a target percentage of base salary.  Incentive compensation for the Company’s named executive officers will be established pursuant and subject to the terms

of the Company’s Executive Compensation Plan.
(3)  All target incentive compensation awards are unchanged from fiscal year 2019.
 

Performance-Based Restricted Stock Units

On May 16, 2019, the Committee approved terms of performance-based restricted stock units that are expected to be granted and become effective in June 2019 under one of two
forms of Restricted Stock Unit Agreement (Performance-Based) (each, a “PBRSU Agreement” and together, the “PBRSU Agreements”).  The two forms of PBRSU Agreement are
substantially similar except for the inclusion of the applicable performance metric in the applicable PBRSU Agreement.  The PBRSU Agreements have terms that are substantially
consistent with the terms contained in the applicable form of Restricted Stock Unit Agreement (Performance-Based) included as exhibits to the Company’s Form 10-Q filed on August
21, 2018 (the “Prior Agreements”), subject to the following changes:

 • If the executive takes an approved leave of absence of 6 months or more during the performance period, then the number of PBRSUs that will be eligible to vest will be
pro-rated based on the number of months that the executive was not on a leave of absence.

 
 



 
 

 • At the end of the performance period, the Company’s Total Stockholder Return (as such term is defined in the applicable PBRSU Agreement) and the total stockholder
return of certain benchmark peers of the Company will be calculated and collectively listed from largest to smallest with the number of RSUs becoming eligible to vest
based on the Company’s percentile ranking in this group.

The foregoing summary of the PBRSU Agreements does not purport to be complete and is qualified in its entirety by the full text of the PBRSU Agreements, copies of which will be
filed with the Company’s Annual Report on Form 10-K for the year ending April 26, 2019.
 
Change of Control Severance Agreements

On May 16, 2019, as a result of the expiration of the existing change of control agreements and in connection with a review of executive compensation, the Committee approved a
new form of double trigger Change of Control Severance Agreement (the “Agreement”). The Company expects to enter into an Agreement with each of its named executive officers,
including the Chief Executive Officer, and certain senior executives and the Agreement will be used on a going forward basis by the Company.

The material terms of the Agreement are as follows:

Severance Benefits. If the Company terminates an executive’s employment without Cause (as such term is defined in the Agreement) (and not by reason of executive’s death or
Disability (as such term is defined in the Agreement)) or if the executive resigns for Good Reason (as such term is defined in the Agreement), and such termination occurs on or
within 24 months after the first Change of Control (as such term is defined in the Agreement) that occurs after the effective date of the Agreement, then, subject to the executive
signing and not revoking a separation agreement and release of claims in favor of the Company, the executive will receive the following from the Company:
 

 

•  A lump sum severance payment (less applicable withholding taxes) equal to the sum of (A) 150% (200% in the case of the Chief Executive Officer) of an executive’s
annual base salary as in effect immediately prior to the executive’s termination date or (if greater) at the level in effect immediately prior to the Change of Control; and
(B) 150% (200% in the case of the Chief Executive Officer) of an executive’s target annual bonus in effect immediately prior to the executive’s termination date or (if
greater) at the level in effect immediately prior to the Change of Control.

 

 

•  A lump sum severance payment (less applicable withholding taxes) equal to the greater of (A) the executive’s target annual bonus in effect for the fiscal year in which
the termination occurs or (if greater) in effect immediately prior to the Change of Control; or (B) the bonus the executive would have received for the fiscal year in
which the termination occurs based on actual performance being accrued for financial accounting purposes at the time of termination against the performance goals
applicable to the executive’s bonus arrangement in effect immediately prior to the executive’s termination date, in either case, which will be pro-rated for the period
during the fiscal year executive was employed by the Company.

    

 

•  All outstanding equity awards that are subject to time-based vesting will vest as to that portion of the award that would have vested through the 48-month period
following the executive’s termination date had the executive remained employed through such period. Additionally, unless otherwise provided in the applicable award
agreement, the executive will be entitled to accelerated vesting as to an additional 100% of the then-unvested portion of all of his or her outstanding equity awards that
are scheduled to vest pursuant to performance-based criteria, if any. Each executive will have one year following the date of his or her termination in which to exercise
any outstanding stock options or other similar rights to acquire Company stock (but such post-termination exercise period will not extend beyond the original maximum
term of the award).

 

 

•  If the executive elects continuation coverage pursuant to COBRA for executive and his or her eligible dependents, the Company will reimburse the executive for the
COBRA premiums for such coverage until the earlier of (A) 18 months (24 months in the case of the Chief Executive Officer), (B) the date upon which the executive
and/or the executive’s eligible dependents are covered under similar plans or (C) the date upon which executive ceases to be eligible for coverage under COBRA. If the
Company determines that it cannot provide the foregoing benefit without violating applicable law or being subject to an excise tax, then the Company will, in lieu of the
COBRA reimbursement, pay the executive a taxable lump-sum payment in an amount equal to the monthly COBRA premium that the executive would have been
required to pay to continue the executive’s group health coverage multiplied by 18 (24 in the case of the Chief Executive Officer).

 

 
 



 
 

Excise Tax. In the event that the severance payments and other benefits payable to an executive constitute “parachute payments” under Section 280G of the U.S. tax code and would
be subject to the applicable excise tax, then the executive’s severance benefits will be either (A) delivered in full or (B) delivered to such lesser extent which would result in no portion
of such benefits being subject to the excise tax, whichever results in the receipt by the executive on an after-tax basis of the greatest amount of benefits.

Term. Each Agreement has an initial term of three years and renews for additional successive one-year terms unless either party provides the other party written notice of non-renewal
12 months in advance of the expiration date. If a Change of Control occurs and there are fewer than 24 months remaining in the term of the Agreement, the term of the Agreement will
automatically be extended for 24 months following the effective date of the Change of Control. Additionally, if there is an initial occurrence of an act or omission by the Company that
could constitute “Good Reason” for termination, and the expiration date of any Company cure period related to such act or omission could occur following the expiration of the term
of the Agreement, then the term of the Agreement will extend automatically through the date that is 90 days following the expiration of such cure period. If an executive becomes
entitled to severance benefits pursuant to his or her Agreement, the Agreement will not terminate until all obligations of the Company under the Agreement have been satisfied.

The foregoing description of the material terms of the Agreement does not purport to be complete and is qualified in its entirety by the terms and conditions of the Agreement, the
form of which is filed herewith as Exhibit 10.1.

 
Item 9.01     Financial Statements and Exhibits.
 
 (d) Exhibits.
 
Exhibit No. Description
  
10.1 Form of Change of Control Severance Agreement
  
99.1 Press release, dated May 22, 2019, reporting earnings for the fiscal quarter and year ended April 26, 2019
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Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this report to be signed on its behalf by the

undersigned hereunto duly authorized.
 
 
  NETAPP, INC.
  (Registrant)
 
 
 
May 22, 2019 By: /s/ Matthew K. Fawcett
  Matthew K. Fawcett
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Exhibit 10.1

NETAPP, INC.

CHANGE OF CONTROL SEVERANCE AGREEMENT

This Change of Control Severance Agreement (the “Agreement”) is made and entered into by and between _____________ (“Executive”)
and NetApp, Inc. (the “Company”), effective as of ____________________ (the “Effective Date”).

RECITALS

1. It is expected that the Company from time to time will consider the possibility of an acquisition by another company or
other change of control.  The Compensation Committee of the Board of Directors of the Company (the “Committee”) recognizes that such consideration
can be a distraction to Executive and can cause Executive to consider alternative employment opportunities.  The Committee has determined that it is in
the best interests of the Company and its stockholders to assure that the Company will have the continued dedication and objectivity of Executive,
notwithstanding the possibility, threat or occurrence of a Change of Control of the Company.

2. The Committee believes that it is in the best interests of the Company and its stockholders to provide Executive with an
incentive to continue his or her employment and to motivate Executive to maximize the value of the Company upon a Change of Control for the benefit
of its stockholders.

3. The Committee believes that it is imperative to provide Executive with certain severance benefits upon Executive’s
termination of employment following a Change of Control.  These benefits will provide Executive with enhanced financial security and incentive and
encouragement to remain with the Company notwithstanding the possibility of a Change of Control.

4. Certain capitalized terms used in the Agreement are defined in Section 6 below.

AGREEMENT

NOW, THEREFORE, in consideration of the mutual covenants contained herein, the parties hereto agree as follows:

1. Term of Agreement.  This Agreement will have an initial term of three (3) years commencing on the Effective Date (the
“Initial Term”).  On the third (3rd) anniversary of the Effective Date, this Agreement will renew automatically for additional, one (1) year terms (each,
an “Additional Term” and together with the Initial Term, the “Term”), unless either party provides the other party with written notice of nonrenewal at
least twelve (12) months prior to the date of automatic renewal.  Notwithstanding the foregoing provisions of this paragraph, (a) if a Change of Control
occurs at any time during the Term and there are fewer than twenty-four (24) months remaining in the Term, the term of this Agreement will extend
automatically through the date that is twenty-four (24) months following the effective date of the Change of Control, or (b) if an initial occurrence of an
act or omission by the Company constituting the grounds for “Good Reason” in



accordance with Section 6(e) hereof has occurred (the “Initial Grounds”), and the expiration date of the Company cure period (as such term is used in
Section 6(e)) with respect to such Initial Grounds could occur following the expiration of the Term, the term of this Agreement will extend
automatically through the date that is ninety (90) days following the expiration of such cure period, but such extension of the term will only apply with
respect to the Initial Grounds.  If Executive becomes entitled to severance benefits under Section 3 during the term of this Agreement, the Agreement
will not terminate until all of the obligations of the parties hereto with respect to this Agreement have been satisfied.

2. At-Will Employment.  The Company and Executive acknowledge that Executive’s employment is and will continue to be
at-will, as defined under applicable law.  As an at-will employee, either the Company or Executive may terminate the employment relationship at any
time, with or without Cause.  Upon a termination of employment for any reason, the Company will pay Executive all accrued but unpaid vacation (if
applicable), expense reimbursements, wages, and other benefits due to Executive under any Company-provided plans, policies, and arrangements (the
“Accrued Benefits”).  In addition to the Accrued Benefits, Executive may be entitled to receive certain severance benefits as set forth in Section 3.  

3. Severance Benefits.

(a) Termination without Cause or Resignation for Good Reason in Connection with a Change of Control.  If
the Company terminates Executive’s employment with the Company without Cause (and not by reason of Executive’s death or Disability) or if
Executive resigns from such employment for Good Reason, and such termination occurs during the period that is on or within twenty-four (24) months
after the first Change of Control that occurs after the Effective Date (the “Change of Control Period”), and Executive signs and does not revoke a
separation agreement and release of claims with the Company (in substantially the form attached hereto as Exhibit A (the “Release”)), then, subject to
Section 3(b), Executive will receive the following from the Company:

(i) Salary Severance Payment.  Executive will receive a lump sum severance
payment (less applicable withholding taxes) equal to the sum of (A) [For the CEO 200%; for the other executives 150%] of Executive’s annual base
salary as in effect immediately prior to Executive’s termination date or (if greater) at the level in effect immediately prior to the Change of Control, and
(B) For the CEO 200%; for the other executives 150%] of Executive’s target annual bonus as in effect immediately prior to Executive’s termination date
or (if greater) at the level in effect immediately prior to the Change of Control.

(ii) Bonus Severance Payment.  A single, lump sum, cash payment equal to the
greater of (A) Executive’s annual target bonus in effect for the fiscal year in which the termination occurs, or (if greater) in effect immediately prior to
the Change of Control, or (B) the bonus Executive would receive for the fiscal year during which the termination occurs based on actual performance
being accrued for financial accounting purposes at the time of termination against the performance goals applicable to Executive’s bonus arrangement in
effect immediately prior to Executive’s termination date, in either case, which will be pro-rated for the period during the fiscal year Executive was
employed by the Company.
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(iii) Equity Awards.  All outstanding Equity Awards subject to time-based vesting
will vest as to that portion of the Equity Award that would have vested through the forty-eight (48) month period from Executive’s termination date had
Executive remained employed through such period.  Additionally, unless otherwise provided in the applicable award agreement, Executive will be
entitled to accelerated vesting as to an additional 100% of the then unvested portion of all of Executive’s outstanding Equity Awards that are scheduled
to vest pursuant to performance-based criteria, if any.  Executive will have one (1) year following the date of his or her termination in which to exercise
any outstanding stock options or other similar rights to acquire Company common stock; provided, however, that such post-termination exercise period
will not extend beyond the original maximum term of the stock option or other similar right to acquire Company common stock.

(iv) Continued Employee Benefits.  If Executive elects continuation coverage
pursuant to the Consolidated Omnibus Budget Reconciliation Act of 1985, as amended (“COBRA”) for Executive and Executive’s eligible dependents,
within the time period prescribed pursuant to COBRA, the Company will reimburse Executive for the COBRA premiums for such coverage (at the
coverage levels in effect immediately prior to Executive’s termination) until the earlier of (A) a period of [twenty-four (24) months for the CEO;
eighteen (18) months for the other executives] from the last date of employment of the Executive with the Company, (B) the date upon which Executive
and/or Executive’s eligible dependents becomes covered under similar plans, or (C) the date upon which Executive ceases to be eligible for coverage
under COBRA.  COBRA reimbursements will be made by the Company to Executive consistent with the Company’s normal expense reimbursement
policy.  Notwithstanding the first sentence of this Section 3(a)(iii), if the Company determines in its sole discretion that it cannot provide the foregoing
benefit without potentially violating, or being subject to an excise tax under, applicable law (including, without limitation, Section 2716 of the Public
Health Service Act), the Company will in lieu thereof provide to Executive a taxable lump-sum payment in an amount equal to the monthly COBRA
premium that Executive would be required to pay to continue Executive’s group health coverage in effect on the termination of employment date (which
amount will be based on the premium for the first month of COBRA coverage), multiplied by [twenty-four (24) for the CEO; eighteen (18) for the other
executives], which payment will be made regardless of whether Executive elects COBRA continuation coverage.  For the avoidance of doubt, the
taxable payment in lieu of COBRA reimbursements may be used for any purpose, including, but not limited to continuation coverage under COBRA,
and will be subject to all applicable tax withholdings.

(b) Timing of Severance Payments.  The receipt of any severance payments or benefits pursuant to this
Agreement is subject to Executive signing and not revoking the Release, which must become effective and irrevocable no later than the sixtieth (60th)
day following the day on which the termination occurs (the “Release Deadline Date”).  Any severance payments or benefits under this Agreement will
be paid on, or, in the case of installments, will not commence until, the tenth (10th) day following the date the Release becomes effective and
irrevocable (the “Release Effective Date”) or, if later, such time as required by Section 3(e)(i), except that the acceleration of vesting of Equity Awards
not subject to Section 409A will become effective on the Release Effective Date.  Except as required by Section 3(e)(i), any lump sum or installment
payments that would have been made to Executive during the period between the date of Executive’s separation from service and the tenth (10th) day
following the Release Effective Date but for the
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preceding sentence will be paid to Executive on the tenth (10th) day following the Release Effective Date, and the remaining payments will be made as
provided in this Agreement.  If the Release does not become effective and irrevocable by the Release Deadline Date, Executive will forfeit any right to
severance payments or benefits under this Agreement.  If Executive should die before all of the severance amounts have been paid, such unpaid
amounts will be paid in a lump sum payment promptly following such event to Executive’s designated beneficiary, if living, or otherwise to the personal
representative of Executive’s estate.  In no event will severance payments or benefits be paid or provided until the Release actually becomes effective
and irrevocable.

(c) Voluntary Resignation; Termination for Cause; Disability; Death.  If Executive’s employment with the
Company terminates (i) voluntarily by Executive (other than for Good Reason during the Change of Control Period), (ii) for Cause by the Company,
(iii) as a result of Executive’s Disability or due to Executive’s death, or (iv) for any reason other than as provided in Section 3(a), then Executive will
not be entitled to receive severance or other benefits except for those (if any) as may then be established under the Company’s then existing severance
and benefits plans and practices or pursuant to other written agreements with the Company.

(d) Exclusive Remedy.  In the event of a termination of Executive’s employment as set forth in Section
3(a), the provisions of Section 3 are intended to be and are exclusive and in lieu of any other rights or remedies to which Executive or the Company
may otherwise be entitled, whether at law, tort or contract, in equity, or under this Agreement (other than as set forth in Section 4).  Executive will be
entitled to no benefits, compensation or other payments or rights upon termination of employment following a Change of Control other than those
benefits expressly set forth in this Section 3.  If Executive becomes entitled to any cash severance, continued health coverage benefits, or vesting
acceleration of any equity awards (other than under this Agreement) by operation of applicable law, then the corresponding severance payments and
benefits under this Agreement will be reduced by the amount of such other benefits paid or provided to Executive.

(e) Section 409A.  

(i) Notwithstanding anything to the contrary in this Agreement, if (A) Executive is
a “specified employee” within the meaning of Section 409A of the Code and the final regulations and any guidance promulgated thereunder (“Section
409A”) at the time of Executive’s termination (other than due to death), and (B) the severance payable to Executive, if any, pursuant to this Agreement,
together with any other severance payments or separation benefits payable to Executive, are considered deferred compensation under Section 409A
(together, the “Deferred Compensation Separation Benefits”), then the Deferred Compensation Separation Benefits that are payable within the first six
(6) months following Executive’s separation from service will become payable on the first payroll date that occurs on or after the date six (6) months
and one (1) day following the date of Executive’s separation from service.  All subsequent Deferred Compensation Separation Benefits, if any, will be
payable in accordance with the payment schedule applicable to each payment or benefit.  Notwithstanding anything herein to the contrary, if Executive
dies following his or her termination but prior to the six (6) month anniversary of his or her separation from service, then any payments delayed in
accordance with this paragraph will be payable in a lump sum as soon as administratively practicable after the date of Executive’s death and all other
Deferred Compensation Separation Benefits will be payable in accordance with the payment
-4-



schedule applicable to each payment or benefit.  Each payment and benefit payable under this Agreement is intended to constitute separate payments for
purposes of Section 1.409A-2(b)(2) of the Treasury Regulations.  Notwithstanding anything to the contrary in this Agreement, no Deferred
Compensation Separation Benefits will be paid or otherwise provided until Executive has a “separation from service” within the meaning of Section
409A.  Similarly, no severance payable to Executive, if any, pursuant to this Agreement that otherwise would be exempt from Section 409A pursuant to
Treasury Regulation Section 1.409A-1(b)(9) will be payable until Executive has a “separation from service” within the meaning of Section 409A.

(ii) Any amount paid under the Agreement that satisfies the requirements of the
“short-term deferral” rule set forth in Section 1.409A-1(b)(4) of the Treasury Regulations shall not constitute Deferred Compensation Separation
Benefits for purposes of clause (i) above.

(iii) Amount paid under the Agreement that qualifies as a payment made as a result
of an involuntary separation from service pursuant to Section 1.409A-1(b)(9)(iii) of the Treasury Regulations that do not exceed the Section 409A Limit
shall not constitute Deferred Compensation Separation Benefits for purposes of clause (i) above.

(iv) The foregoing provisions are intended to comply with the requirements of
Section 409A so that none of the severance payments and benefits to be provided hereunder will be subject to the additional tax imposed under Section
409A, and any ambiguities herein will be interpreted to so comply.  The Company and Executive agree to work together in good faith to consider
amendments to this Agreement and to take such reasonable actions which are necessary, appropriate or desirable to avoid imposition of any additional
tax or income recognition prior to actual payment to Executive under Section 409A.

4. Accrued Compensation.  On any termination of Executive’s employment with the Company, Executive will be entitled to
receive all expense reimbursements, wages, benefits due to Executive under any Company-provided plans, policies, and arrangements, and applicable
law.

5. Limitation on Payments.  In the event that the severance and other benefits provided for in this Agreement or otherwise
payable to Executive (i) constitute “parachute payments” within the meaning of Section 280G of the Code, and (ii) but for this Section 4, would be
subject to the excise tax imposed by Section 4999 of the Code, then Executive’s severance benefits under 
Section 3(a) will be either:

(a) delivered in full, or

(b) delivered as to such lesser extent which would result in no portion of such severance benefits being
subject to excise tax under Section 4999 of the Code,

whichever of the foregoing amounts, taking into account the applicable federal, state and local income taxes and the excise tax imposed by Section
4999, results in the receipt by Executive on an after-tax basis, of the greatest amount of severance benefits, notwithstanding that all or some portion of
such severance benefits may be taxable under Section 4999 of the Code.  If a reduction in severance and other benefits constituting “parachute
payments” is necessary so that severance and
-5-



other benefits are delivered to a lesser extent, reduction will occur in the following order: (i) reduction of cash payments in reverse chronological order
(that is, the cash payment owed on the latest date following the occurrence of the event triggering the excise tax will be the first cash payment to be
reduced); (ii) cancellation of Equity Awards that were granted “contingent on a change in ownership or control” within the meaning of Code Section
280G (if two or more Equity Awards are granted on the same date, each award will be reduced on a pro-rata basis); (iii) reduction of the accelerated
vesting of Equity Awards in the reverse order of date of grant of the awards (i.e., the vesting of the most recently granted Equity Awards will be
cancelled first and if more than one Equity Award was made to Executive on the same date of grant, all such awards will have their acceleration of
vesting reduced pro rata); and (iv) reduction of employee benefits in reverse chronological order (i.e., the benefit owed on the latest date following the
occurrence of the event triggering the excise tax will be the first benefit to be reduced).  In no event will the Executive have any discretion with respect
to the ordering of payment reductions.

Unless the Company and Executive otherwise agree in writing, any determination required under this Section 5 will be made in writing by
the Company’s independent public accountants immediately prior to a Change of Control or such other person or entity to which the parties mutually
agree (the “Accountants”), whose determination will be conclusive and binding upon Executive and the Company for all purposes.  For purposes of
making the calculations required by this Section 5, the Accountants may make reasonable assumptions and approximations concerning applicable taxes
and may rely on reasonable, good faith interpretations concerning the application of Sections 280G and 4999 of the Code.  The Company and Executive
will furnish to the Accountants such information and documents as the Accountants may reasonably request in order to make a determination under this
Section 5.  The Company will bear all costs the Accountants may incur in connection with any calculations contemplated by this Section 5.

6. Definition of Terms.  The following terms referred to in this Agreement will have the following meanings:

(a) Cause.  “Cause” will mean:

(i) Executive’s continued intentional and demonstrable failure to perform his or her
duties customarily associated with Executive’s position as an employee of the Company or its respective successors or assigns, as applicable (other than
any such failure resulting from Executive’s mental or physical Disability) after Executive has received a written demand of performance from the
Company which specifically sets forth the factual basis for the Company’s belief that Executive has not devoted sufficient time and effort to the
performance of his or her duties and has failed to cure such non-performance within thirty (30) days after receiving such notice (it being understood that
if Executive is in good-faith performing his or her duties, but is not achieving results the Company deems satisfactory for Executive’s position, it will
not be considered to be grounds for termination of Executive for “Cause”);

(ii) Executive’s conviction of, or plea of nolo contendere to, a felony that the Board
of Directors of the Company (the “Board”) reasonably believes has had or will have a material detrimental effect on the Company’s reputation or
business; or
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(iii) Executive’s commission of an act of fraud, embezzlement, misappropriation,
willful misconduct, or breach of fiduciary duty against, and causing material harm to, the Company or its respective successors or assigns, as applicable.

Executive will receive notice and an opportunity to be heard before the Board with Executive’s own attorney before any
termination for Cause is deemed effective.  Notwithstanding anything to the contrary, the Board may immediately place Executive on administrative
leave (with full pay and benefits to the extent legally permissible) but will allow reasonable access to Company information, employees and business
should Executive wish to avail himself or herself and prepare for his or her opportunity to be heard before the Board prior to the Board’s termination for
Cause.  If Executive avails himself or herself of his or her opportunity to be heard before the Board, and then fails to make himself or herself available
to the Board within thirty (30) days of such request to be heard, the Board may thereafter cancel the administrative leave and terminate Executive for
Cause.  Likewise, if the Board fails to make itself available to Executive and his or her counsel within thirty (30) days of Executive’s request to be
heard, Executive will be entitled to terminate his or her employment with the Company and such termination will be treated as a resignation by
Executive for Good Reason.

(b) Change of Control.  “Change of Control” will mean the occurrence of any of the following events:

(i) Change in Ownership of the Company.  A change in the ownership of the
Company which occurs on the date that any one person, or more than one person acting as a group (as such term is defined in Rule 13d-5 under the
Securities Exchange Act of 1934, as amended (“Exchange Act”)) (“Person”), acquires beneficial ownership (as such term is defined in Exchange Act
Rule 13d-3) of the stock of the Company that, together with the stock held by such Person, constitutes more than 50% of the total voting power of the
stock of the Company; provided, however, that for purposes of this subsection (i), (1) the acquisition of beneficial ownership of additional stock by any
one Person who is considered to beneficially own more than 50% of the total voting power of the stock of the Company will not be considered a
Change of Control; and (2) if the stockholders of the Company immediately before such change in ownership continue to retain immediately after the
change in ownership, in substantially the same proportions as their ownership of shares of the Company’s voting stock immediately prior to the change
in ownership, direct or indirect beneficial ownership of 50% or more of the total voting power of the stock of the Company or of the ultimate parent
entity of the Company, such event will not be considered a Change of Control under this subsection (i).  For this purpose, indirect beneficial ownership
shall include, without limitation, an interest resulting from ownership of the voting securities of one or more corporations or other business entities
which own the Company, as the case may be, either directly or through one or more subsidiary corporations or other business entities; or

(ii) Change in Effective Control of the Company.  A change in the effective control
of the Company which occurs on the date that a majority of members of the Board is replaced during any twelve (12) month period by Directors whose
appointment or election is not endorsed by a majority of the members of the Board prior to the date of the appointment or election.  For purposes of this
clause (ii), if any Person is considered to be in effective control of the Company,
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the acquisition of additional control of the Company by the same Person will not be considered a Change of Control; or

(iii) Change in Ownership of a Substantial Portion of the Company’s Assets.  A
change in the ownership of a substantial portion of the Company’s assets which occurs on the date that any Person acquires (or has acquired during the
twelve (12) month period ending on the date of the most recent acquisition by such person or persons) assets from the Company that have a total gross
fair market value equal to or more than 50% of the total gross fair market value of all of the assets of the Company immediately prior to such
acquisition or acquisitions.  For purposes of this subsection (iii), gross fair market value means the value of the assets of the Company, or the value of
the assets being disposed of, determined without regard to any liabilities associated with such assets.

For purposes of this definition, persons will be considered to be acting as a group if they are owners of a corporation that enters
into a merger, consolidation, purchase or acquisition of stock, or similar business transaction with the Company.

Notwithstanding the foregoing provisions of this definition, a transaction will not be deemed a Change of Control unless the
transaction qualifies as a change in control event within the meaning of Section 409A.

(c) Disability.  “Disability” will mean that the Employee has been unable to perform his or her Company
duties as the result of his or her incapacity due to physical or mental illness, and such inability, at least twenty-six (26) weeks after its commencement or
180 days in any consecutive twelve (12) month period, is determined to be total and permanent by a physician selected by the Company or its insurers
and acceptable to Executive or Executive’s legal representative (such agreement as to acceptability not to be unreasonably withheld).  Termination
resulting from Disability may only be effected after at least thirty (30) days’ written notice by the Company of its intention to terminate the Employee’s
employment.  In the event that the Employee resumes the performance of substantially all of his or her duties hereunder before the termination of his or
her employment becomes effective, the notice of intent to terminate will automatically be deemed to have been revoked.

(d) Equity Awards.  “Equity Awards” will mean Executive’s outstanding stock options, stock appreciation
rights, restricted stock units, performance shares, performance stock units and any other Company equity compensation awards.

(e) Good Reason.  “Good Reason” will mean Executive’s termination of employment within ninety (90)
days following the expiration of any cure period (discussed below) following the occurrence of one or more of the following, without Executive’s
consent:

(i) A material reduction of Executive’s authority or responsibilities, relative to
Executive’s authority or responsibilities in effect immediately prior to such reduction, or a change in the Executive’s reporting position such that
Executive no longer reports directly to the officer position or its functional equivalent to which Executive was reporting immediately prior to such
change in reporting position (unless Executive is reporting to the comparable officer position of
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the parent corporation in a group of controlled corporations following a Change of Control) [or for the Chief Executive Officer: A material reduction of
Executive’s authority or responsibilities, relative to Executive’s authority or responsibilities in effect immediately prior to such reduction; provided,
however, that a reduction of authority or responsibilities that occurs solely as a necessary and direct consequence of the Company undergoing a Change
of Control and being made part of a larger entity will not be considered material (as, for example, when the Chief Executive Officer of the Company
remains the Chief Executive Officer of the Company, or the business unit comprising the Company, following a Change of Control even though he or
she is not made the Chief Executive Officer of the acquiring corporation). Notwithstanding the foregoing, (x) any change which results in Executive
ceasing to have the same functional supervisory authority and responsibility (such as but not limited to the sales, engineering, operations and all general
and administrative (including, but not limited to, finance) functions) for the Company, or the business unit comprising the Company, following a
Change of Control as Executive performed for the Company prior to the Change of Control, or (y) a change in the Executive’s reporting position such
that Executive no longer reports directly to the Chief Executive Officer or the Board of Directors of the parent corporation in a group of controlled
corporations following a Change of Control, will be deemed to constitute a material reduction in Executive’s authority and responsibilities constituting
grounds for a Good Reason termination];

(ii) A material reduction in Executive’s base salary or target annual incentive
(“Base Compensation”) as in effect immediately prior to such reduction, unless the Company (or Executive’s employer or the parent corporation in a
group of controlled corporations following a Change of Control) also similarly reduces the Base Compensation of all other employees of the Company
(or Executive’s employer or the parent corporation in a group of controlled corporations following a Change of Control) with positions, duties and
responsibilities comparable to Executive’s;

(iii) A material change in the geographic location at which Executive must perform
services (in other words, the relocation of Executive to a facility that is more than thirty-five (35) miles from Executive’s current location);

(iv) Any purported termination of the Executive’s employment for “Cause” without
first satisfying the procedural protections, as applicable, required by the definition of “Cause” set forth in that definition; or

(v) The failure of the Company to obtain the assumption of the Agreement by a
successor and/or acquirer and an agreement that Executive will retain the substantially similar responsibilities in the acquirer or the merged or surviving
company as he or she had prior to the transaction.

The notification and placement of Executive on administrative leave pending a potential determination by the Board that
Executive may be terminated for Cause will not constitute Good Reason.  

Executive will not resign for Good Reason without first providing the Company with written notice within sixty (60) days of the
event that Executive believes constitutes “Good Reason”
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specifically identifying the acts or omissions constituting the grounds for Good Reason and a reasonable cure period of not less than thirty (30) days
following the date of such notice.

(f) Section 409A Limit.  “Section 409A Limit” will mean the lesser of two (2) times: (i) Executive’s
annualized compensation based upon the annual rate of pay paid to Executive during the Executive’s taxable year preceding the Executive’s taxable
year of Executive’s termination of employment as determined under, and with such adjustments as are set forth in, Treasury Regulation 1.409A-1(b)(9)
(iii)(A)(1) and any Internal Revenue Service guidance issued with respect thereto; or (ii) the maximum amount that may be taken into account under a
qualified plan pursuant to Section 401(a)(17) of the Code for the year in which Executive’s employment is terminated.

7. Successors.

(a) The Company’s Successors.  Any successor to the Company (whether direct or indirect and whether by
purchase, merger, consolidation, liquidation or otherwise) or to all or substantially all of the Company’s business and/or assets will assume the
obligations under this Agreement and agree expressly to perform the obligations under this Agreement in the same manner and to the same extent as the
Company would be required to perform such obligations in the absence of a succession.  For all purposes under this Agreement, the term “Company”
will include any successor to the Company’s business and/or assets which executes and delivers the assumption agreement described in this Section 7(a)
or which becomes bound by the terms of this Agreement by operation of law.

(b) Executive’s Successors.  The terms of this Agreement and all rights of Executive hereunder will inure to
the benefit of, and be enforceable by, Executive’s personal or legal representatives, executors, administrators, successors, heirs, distributees, devisees
and legatees.

8. Arbitration.  

(a) The Company and Executive each agree that any and all disputes arising out of the terms of this
Agreement, Executive’s employment by the Company, Executive’s service as an officer or director of the Company, or Executive’s compensation and
benefits, their interpretation and any of the matters herein released,  will be subject to binding arbitration under the arbitration rules set forth in
California Code of Civil Procedure Sections 1280 through 1294.2, including Section 1281.8 (the “Act”), and pursuant to California law.  Disputes that
the Company and Executive agree to arbitrate, and thereby agree to waive any right to a trial by jury, include any statutory claims under local, state, or
federal law, including, but not limited to, claims under Title VII of the Civil Rights Act of 1964, the Americans with Disabilities Act of 1990, the Age
Discrimination in Employment Act of 1967, the Older Workers Benefit Protection Act, the Sarbanes-Oxley Act, the Worker Adjustment and Retraining
Notification Act, the California Fair Employment and Housing Act, the Family and Medical Leave Act, the California Family Rights Act, the California
Labor Code, claims of harassment, discrimination, and wrongful termination, and any statutory or common law claims.  The Company and Executive
further understand that this Agreement to arbitrate also applies to any disputes that the Company may have with Executive.
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(b) Procedure.  The Company and Executive agree that any arbitration will be administered by Judicial
Arbitration & Mediation Services, Inc. (“JAMS”), pursuant to its Employment Arbitration Rules & Procedures (the “JAMS Rules”).  The Arbitrator
will have the power to decide any motions brought by any party to the arbitration, including motions for summary judgment and/or adjudication,
motions to dismiss and demurrers, and motions for class certification, prior to any arbitration hearing.  The Arbitrator will have the power to award any
remedies available under applicable law, and the Arbitrator will award attorneys’ fees and costs to the prevailing party, except as prohibited by law. The
Company will pay for any administrative or hearing fees charged by the Arbitrator or JAMS except that Executive will pay any filing fees associated
with any arbitration that Executive initiates, but only so much of the filing fees as Executive would have instead paid had he or she filed a complaint in
a court of law.  The Arbitrator will administer and conduct any arbitration in accordance with California law, including the California Code of Civil
Procedure, and the Arbitrator will apply substantive and procedural California law to any dispute or claim, without reference to rules of conflict of
law.  To the extent that the JAMS Rules conflict with California law, California law will take precedence.  The decision of the Arbitrator will be in
writing.  Any arbitration under this Agreement will be conducted in Santa Clara County, California.

(c) Remedy.  Except as provided by the Act and this Agreement, arbitration will be the sole, exclusive, and
final remedy for any dispute between Executive and the Company.  Accordingly, except as provided for by the Act and this Agreement, neither
Executive nor the Company will be permitted to pursue court action regarding claims that are subject to arbitration.

(d) Administrative Relief.  Executive understand that this Agreement does not prohibit him or her from
pursuing any administrative claim with a local, state, or federal administrative body or government agency that is authorized to enforce or administer
laws related to employment, including, but not limited to, the Department of Fair Employment and Housing, the Equal Employment Opportunity
Commission, the National Labor Relations Board, or the Workers’ Compensation Board.  This Agreement does, however, preclude Executive from
pursuing court action regarding any such claim, except as permitted by law.  Notwithstanding, the Arbitrator will not have the authority to disregard or
refuse to enforce any lawful Company policy, and the Arbitrator will not order or require the Company to adopt a policy not otherwise required by law
which the Company has not adopted.

(e) Voluntary Nature of Agreement.  Each of the Company and Executive acknowledges and agrees that
such party is executing this Agreement voluntarily and without any duress or undue influence by anyone.  Executive further acknowledges and agrees
that he or she has carefully read this Agreement and has asked any questions needed for him or her to understand the terms, consequences, and binding
effect of this Agreement and fully understand it, including that Executive is waiving his or her right to a jury trial.  Finally, Executive agrees that he or
she has been provided an opportunity to seek the advice of an attorney of his or her choice before signing this Agreement.

9. Notice.

(a) General.  All notices and other communications required or permitted under this Agreement shall be in
writing and will be effectively given (i) upon actual delivery to the party
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to be notified, (ii) upon transmission by email, (iii) twenty-four (24) hours after confirmed facsimile transmission, (iv) one (1) business day after deposit
with a recognized overnight courier, or (v) three (3) business days after deposit with the U.S. Postal Service by first class certified or registered mail,
return receipt requested, postage prepaid.  In the case of Executive, notices will be addressed to him or her at the home address which he or she most
recently communicated to the Company in writing.  In the case of the Company, notices will be addressed to its corporate headquarters, and all notices
will be directed to the attention of its President.

(b) Notice of Termination.  Any termination by the Company for Cause or by Executive for Good Reason
will be communicated by a notice of termination to the other party hereto given in accordance with Section 9(a) of this Agreement.  Such notice will
indicate the specific termination provision in this Agreement relied upon, will set forth in reasonable detail the facts and circumstances claimed to
provide a basis for termination under the provision so indicated, and will specify the termination date (which will be not more than thirty (30) days after
the giving of such notice).  The failure by Executive to include in the notice any fact or circumstance which contributes to a showing of Good Reason
will not waive any right of Executive hereunder or preclude Executive from asserting such fact or circumstance in enforcing his or her rights hereunder.

10. Resignation.  The termination of Executive’s employment for any reason will also constitute, without any further required
action by Executive, Executive’s voluntary resignation from all officer and/or director positions held at the Company or any of its subsidiaries, and at
the Board’s request, Executive will execute any documents reasonably necessary to reflect the resignations.
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11. Miscellaneous Provisions.

(a) No Duty to Mitigate.  Executive will not be required to mitigate the amount of any payment
contemplated by this Agreement, nor will any such payment be reduced by any earnings that Executive may receive from any other source.

(b) Other Requirements.  Executive’s receipt of any payments or benefits under Section 3 will be subject to
Executive continuing to comply with the terms of any confidential information agreement executed by Executive in favor of the Company and the
provisions of this Agreement.

(c) Waiver; Amendment.  No provision of this Agreement will be modified, waived or discharged unless
the modification, waiver or discharge is agreed to in writing and signed by Executive and by an authorized officer of the Company (other than
Executive).  No waiver by either party of any breach of, or of compliance with, any condition or provision of this Agreement by the other party will be
considered a waiver of any other condition or provision or of the same condition or provision at another time.

(d) Headings.  All captions and section headings used in this Agreement are for convenient reference only
and do not form a part of this Agreement.

(e) Entire Agreement.  This Agreement constitutes the entire agreement of the parties hereto and, except as
provided herein, supersedes in their entirety all prior representations, understandings, undertakings or agreements (whether oral or written and whether
expressed or implied) of the parties with respect to the subject matter hereof.  

(f) Choice of Law.  The validity, interpretation, construction and performance of this Agreement will be
governed by the laws of the State of California (with the exception of its conflict of laws provisions).  Any claims or legal actions by one party against
the other arising out of the relationship between the parties contemplated herein (whether or not arising under this Agreement) will be commenced or
maintained in any state or federal court located in the jurisdiction where Executive resides, and Executive and the Company hereby submit to the
jurisdiction and venue of any such court.

(g) Severability.  The invalidity or unenforceability of any provision or provisions of this Agreement will
not affect the validity or enforceability of any other provision hereof, which will remain in full force and effect.

(h) Withholding.  All payments and benefits under this Agreement will be paid less applicable withholding
taxes.  The Company is authorized to withhold from any payments or benefits all federal, state, local, and/or foreign taxes required to be withheld from
the payments or benefits and make any other required payroll deductions.  The Company will not pay Executive’s taxes arising from or relating to any
payments or benefits under this Agreement.

(i) Counterparts.  This Agreement may be executed in counterparts, each of which will be deemed an
original, but all of which together will constitute one and the same instrument.
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IN WITNESS WHEREOF, each of the parties has executed this Agreement, in the case of the Company by its duly authorized officer, as of the day and
year set forth below.

COMPANY NETAPP, INC.

By:

Title:

Date:
 

EXECUTIVE By:

Title: _____________________________

Date:
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Separation Agreement and Release of Claims
-15-



[NETAPP LETTERHEAD]
 
[DATE]
 
 
[NAME]
[Street Address at termination]
[City, State & Zip at termination]
 
Dear [NAME]:
 

This letter confirms the agreement between NetApp, Inc., (the “Company” or “NetApp”) and you regarding the terms of your separation
from the Company as of [insert date] ________ (your “Termination Date”).

1. Severance Benefits.  In consideration for your signing this agreement, you will receive the severance benefits set
forth in Section 3 of the Change of Control Severance Agreement between you and the Company effective as of __________ (the “Change of Control
Severance Agreement”), subject to the conditions set forth herein and the Change of Control Severance Agreement.

2. Return of Company Property.  You have returned to the Company all Company property in your possession.

3. Maintaining Confidential Information.  You agree not to disclose any confidential information you acquired,
while an employee of the Company, to any other person or use such information in any manner that is detrimental to the Company’s interests, per
NetApp’s Proprietary Information and Inventions Agreement (the “Proprietary Information Agreement”), which you signed when you were hired and
you further agree to honor the terms of that agreement, including those terms which survive your employment with the Company.

4. Acknowledgement of Payment of Wages.  Except for any severance benefits set forth in Section 1, by your last
day worked you will have received your final paycheck which will include a final payment for wages through your Termination Date, salary, bonuses, if
any, employee stock purchase plan reimbursement, accrued but unused vacation pay and any similar payments due from NetApp, less applicable taxes
and 401k deduction, if applicable, as of the Termination Date.  You acknowledge that NetApp does not owe you any other amounts, except any valid
un-reimbursed business expenses that you will submit to the Company.  

5. General Release of the Company.  You understand that by agreeing to this release you are agreeing not to sue, or
otherwise file any claim against, the Company or any of its employees or other agents for any reason whatsoever based on anything that has occurred as
of the date you sign this agreement.

a) On behalf of yourself and your heirs and assigns, you hereby release and
forever discharge the “Releasees” hereunder, consisting of the Company, and each of its owners, shareholders, affiliates,
divisions, predecessors, successors,



assigns, agents, directors, officers, partners, employees, and insurers, and all persons acting by, through, under or in concert with
them, or any of them, of and from any and all manner of action or actions, cause or causes of action, in law or in equity, suits,
debts, liens, contracts, agreements, promises, liability, claims, demands, damages, loss, cost or expense, of any nature whatsoever,
known or unknown, fixed or contingent (hereinafter called “Claims”), which you now have or may hereafter have against the
Releasees, or any of them, by reason of any matter, cause, or thing whatsoever from the beginning of time to the date hereof,
including, without limiting the generality of the foregoing, any Claims arising out of, based upon, or relating to your hire,
employment, remuneration or resignation by the Releasees, or any of them, including any Claims arising under Title VII of the
Civil Rights Act of 1964, as amended; the Age Discrimination in Employment Act, as amended; the Equal Pay Act, as amended;
the Fair Labor Standards Act, as amended; the Employee Retirement Income Security Act, as amended; the California Fair
Employment and Housing Act, as amended; the California Labor Code; and/or any other local, state or federal law governing
discrimination in employment and/or the payment of wages and benefits.

Notwithstanding the generality of the foregoing, you do not release the following claims:

(i) Claims for unemployment compensation or any state disability insurance
benefits pursuant to the terms of applicable state law;

(ii) Claims for workers’ compensation insurance benefits under the terms of any
workers’ compensation insurance policy or fund of the Company;

(iii) Claims to continued participation in certain of the Company’s group benefit
plans pursuant to the terms and conditions of the federal law known as COBRA;

(iv) Claims to any benefit entitlements vested as the date of your employment
termination, pursuant to written terms of any Company employee benefit plan;

(v) Claims to any severance benefits due and owing pursuant to Section 1;

(vi) Claims that cannot be released as a matter of law, including, but not limited
to: (1) your right to file a charge with or participate in a charge by the Equal Employment Opportunity Commission,
or any other local, state, or federal administrative body or government agency that is authorized to enforce or
administer laws related to employment, against the Company (with the understanding that any such filing or
participation does not give you the right to recover any monetary damages against the Company; your release of
claims herein bars you from recovering such monetary relief from the
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Company); (2) claims under Division 3, Article 2 of the California Labor Code (which includes California Labor
Code section 2802 regarding indemnity for necessary expenditures or losses by employee); and (3) claims prohibited
from release as set forth in California Labor Code section 206.5 (specifically “any claim or right on account of wages
due, or to become due, or made as an advance on wages to be earned, unless payment of such wages has been made”);
and

(vii) Claims under the terms of any indemnification agreement entered into
between you and the Company.

b) YOU ACKNOWLEDGE THAT YOU ARE FAMILIAR WITH THE
PROVISIONS OF CALIFORNIA CIVIL CODE SECTION 1542, WHICH PROVIDES AS FOLLOWS:

A GENERAL RELEASE DOES NOT EXTEND TO CLAIMS THAT THE CREDITOR OR
RELEASING PARTY DOES NOT KNOW OR SUSPECT TO EXIST IN HIS OR HER FAVOR AT THE
TIME OF EXECUTING THE RELEASE AND THAT IF KNOWN BY HIM OR HER WOULD HAVE
MATERIALLY AFFECTED HIS OR HER SETTLEMENT WITH THE DEBTOR OR RELEASED
PARTY.

BEING AWARE OF SAID CODE SECTION, YOU HEREBY EXPRESSLY WAIVE ANY RIGHTS YOU MAY
HAVE THEREUNDER, AS WELL AS UNDER ANY OTHER STATUTES OR COMMON LAW PRINCIPLES OF SIMILAR
EFFECT.

c) You acknowledge that you are waiving and releasing any rights you may have
under the Age Discrimination in Employment Act of 1967 (“ADEA”) and that this waiver and release is knowing and
voluntary.  You and the Company agree that this waiver and release does not apply to any rights or claims that may arise under
ADEA after the effective date of this agreement.  You acknowledge that the consideration given for this release is in addition to
anything of value to which you were already entitled.  You further acknowledge that you have been advised by this agreement
that (a) you should consult with an attorney before signing this agreement; (b) you have up to twenty-one (21) days within which
to consider this agreement; (c) you have seven (7) days following your signing this agreement to revoke it; (d) this release will
not be effective until the revocation period has expired; and (e) nothing in this agreement prevents or precludes you from
challenging or seeking a determination in good faith of the validity of this waiver under the ADEA, nor does it impose any
condition precedent, penalties or costs from doing so, unless specifically authorized by federal law.  In the event you sign this
agreement and return it to the Company in less than the 21-day period identified above, you hereby acknowledge that you have
freely and voluntarily chosen to waive the time period allotted for considering this agreement.
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6. Severability.  The provisions of this agreement are severable.  If any provision is held to be invalid or
unenforceable, it shall not affect the validity or enforceability of any other provision.

7. Choice of Law/Venue.  This agreement will be governed by the laws of the State of California, without regard for
choice-of-law provisions.  You consent to personal and exclusive jurisdiction and venue in the State of California.

8. Voluntary and Knowing Agreement.  You represent that you have thoroughly read and considered all aspects of
this agreement, that you understand all its provisions and that you are voluntarily entering into this agreement.  

9. Effective Date.  You have seven (7) days after you sign this agreement to revoke it.  This agreement will become
effective on the eighth (8th) day after you sign this agreement, so long as it has been signed by both parties and has not been revoked by you before that
date.

10. Entire Agreement; Amendment.  This agreement, together with the Change of Control Severance Agreement,
Proprietary Information Agreement, and agreements relating to your equity incentive awards, set forth the entire agreement between you and the
Company and supersedes any and all prior oral or written agreements or understanding between you and the Company concerning the subject
matter.  This agreement may not be altered, amended or modified, except by a further written document signed by you and the Company.

If the above accurately reflects your understanding, please date and sign the enclosed copy of this letter in the places indicated below and
return it to Human Resources.

Respectfully,
 
 

_________________________
[Name]
[Job Title]

 
Accepted and agreed to on ___________________________.

(Date)
 

[NAME]
 
_________________________________________________________________________

Current Mailing Address (Severance check(s) will be mailed to this address and NetApp will update your records to reflect this address if it is
different than the address on file).
 
Encl.
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Exhibit 99.1
 

NetApp Reports Fourth Quarter and Fiscal Year 2019 Results
 

Net Revenues of $1.59 Billion for the Fourth Quarter and $6.15 Billion for Fiscal Year 2019
 

• Net revenues for fiscal year 2019 grew 4% year-over-year  
• Product revenue for fiscal year 2019 grew 7% year-over-year  
• All Flash Array revenue for fiscal year 2019 grew 25% year-over-year  
• $2.51 billion returned to shareholders in share repurchases and cash dividends in fiscal year 2019  
• First quarter fiscal year 2020 dividend to increase by 20% to $0.48 per share  

 
Sunnyvale, Calif.—May 22, 2019—NetApp (NASDAQ: NTAP) today reported financial results for the fourth quarter and fiscal year 2019, which
ended April 26, 2019.
“Despite the modest shortfall relative to our fiscal year 2019 expectations, we made significant progress in the strategic markets of All-Flash, Private
Cloud, and Cloud Data Services. Our Data Fabric strategy clearly differentiates us from our competitors,” said George Kurian, chief executive officer.
“Enterprises are choosing NetApp to be a strategic partner in their digital transformations. Our opportunity is large and growing, and we are moving
quickly to improve our execution.”
 
Fourth Quarter Fiscal Year 2019 Financial Results*
• Net Revenues: $1.59 billion, compared to $1.64 billion in the fourth quarter of fiscal 2018  
• Net Income: GAAP net income of $396 million, compared to GAAP net income of $290 million in the fourth quarter of fiscal 2018; non-GAAP

net income1 of $305 million, compared to non-GAAP net income of $307 million in the fourth quarter of fiscal 2018
 

• Earnings per Share: GAAP net income per share2 of $1.59 compared to GAAP net income per share of $1.06 in the fourth quarter of fiscal 2018;
non-GAAP net income per share of $1.22, compared to non-GAAP net income per share of $1.12 in the fourth quarter of fiscal 2018

 
• Cash, Cash Equivalents and Investments: $3.9 billion at the end of fiscal 2019  
• Cash from Operations: $399 million, compared to $494 million in the fourth quarter of fiscal 2018  
• Share Repurchase and Dividend: Returned $597 million to shareholders through share repurchases and cash dividends  



 
Fiscal Year 2019 Financial Results*
• Net Revenues: $6.15 billion, increased 4% year-over-year from $5.92 billion in fiscal 2018  
• Net Income: GAAP net income of $1.17 billion, compared to GAAP net income of $116 million** in fiscal 2018; non-GAAP net income of $1.17

billion, compared to non-GAAP net income of $983 million in fiscal 2018
 

• Earnings per Share: GAAP net income per share of $4.51, compared to GAAP net income per share of $0.42** in fiscal 2018; non-GAAP net
income per share of $4.52, compared to non-GAAP net income per share of $3.56 in fiscal 2018

 
• Cash from Operations: $1.34 billion, compared to $1.48 billion in fiscal year 2018  
• Share Repurchase and Dividend: Returned $2.51 billion to shareholders through share repurchases and cash dividends  
 

*In the first quarter of fiscal 2019, NetApp adopted Revenue from Contracts with Customers (ASC 606) using the full retrospective method of
adoption. Accordingly, NetApp’s condensed consolidated balance sheet as of April 27, 2018, condensed consolidated statements of operations and
cash flows for all fiscal 2018 periods presented, and all related financial statement metrics included herein, have been restated to conform to the new
rules.

**On December 22, 2017, the Tax Cuts and Jobs Act was enacted into law. This tax reform legislation contains several key tax provisions that affected
the company, including a one-time mandatory transition tax on accumulated foreign earnings and a reduction of the U.S. corporate income tax rate to
21% effective January 1, 2018, among others. GAAP net income in fiscal year 2018 was impacted by a resulting one-time charge of approximately
$850 million.

 
First Quarter Fiscal Year 2020 Financial Outlook
The Company provided the following financial guidance for the first quarter of fiscal year 2020:

•Net revenues are expected to be in the range of: $1.315 billion to $1.465 billion
 GAAP Non-GAAP



•Earnings per share is expected to be in the range of: $0.56-$0.64    $0.78-$0.86
   
 
Full Fiscal Year 2020 Financial Outlook
The Company provided the following financial guidance for the full fiscal year 2020:

•Net revenues are expected to grow at the low-end of mid-single-digit range
 GAAP Non-GAAP

•Consolidated gross margins are expected to be: 63%-64% 64%-65%
•Operating margins are expected to be in the range of: 20%-21% 23%-24%
•Effective tax rate is expected to be approximately 19.5% on both a GAAP and Non-GAAP basis 

 
Dividend  
The Company will increase the first quarter fiscal year 2020 dividend by 20% to $0.48 per share. The quarterly dividend will be paid on July 24, 2019,
to shareholders of record as of the close of business on July 5, 2019.
 

Fourth Quarter Fiscal Year 2019 Business Highlights

New Products Enable Digital Transformation  
- NetApp announced a variety of new and updated offerings that give customers more flexibility across hybrid multicloud environments for a range of

use cases, including FlexPod™ AI platform; FlexPod for MEDITECH software; NetApp™ Service Level Manager; and the FlexCache™.
- OnCommand™ Workflow Automation 5.0 makes it easier for customers to automate, monitor, and maintain storage workflows. Changes in the

web UI deliver a consistent user experience across OnCommand System Manager, Unified Manager, and Workflow Automation, resulting in
improved simplicity and efficiency.

 
Industry-Leading Strategic Partnerships 
- Intel Optane DC Persistent Memory and NetApp Memory Accelerated Data extended their partnership to help customers realize the promise of

solutions that offer shorter time to results with their data. 



- NetApp partnered with H2O.ai and integrated NetApp Cloud Volumes Service, a cloud-native file storage service. H2O Driverless AI provides a
platform for customers to collaborate, scale, and deploy AI solutions more quickly. 

- Texas-based Soccour Solutions received HCI Champion Partner status after it embraced NetApp HCI as part of its customer offerings. 
 
Industry Recognition
- NetApp was named 2018 Google Cloud Technology Partner of the Year for Infrastructure at the Google Cloud Next 2019 Partner Summit.
- NetApp was awarded Brand of the Year by Think Global Awards, which recognizes achievements in promoting an awareness of thinking globally

for individuals, communities, startups, small to medium-sized businesses, global brands, and large-scale international organizations.
 

 
Webcast and Conference Call Information
NetApp will host a conference call to discuss these results today at 2:00 p.m. Pacific Time. To access the live webcast of this event, go to the NetApp
Investor Relations website at investors.netapp.com. In addition, this press release, historical supplemental data tables, and other information related to
the call will be posted on the Investor Relations website. An audio replay will be available on the website after 4:00 p.m. Pacific Time today.
 
About NetApp
NetApp is the data authority for hybrid cloud. We provide a full range of hybrid cloud data services that simplify management of applications and data
across cloud and on-premises environments to accelerate digital transformation. Together with our partners, we empower global organizations to
unleash the full potential of their data to expand customer touchpoints, foster greater innovation, and optimize their operations. For more information,
visit www.netapp.com. #DataDriven
 
“Safe Harbor” Statement Under U.S. Private Securities Litigation Reform Act of 1995



This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995. These statements
include, but are not limited to, all of the statements made under the First Quarter Fiscal Year 2020 Financial Outlook and Full Fiscal Year 2020
Financial Outlook sections, statements about our large and growing opportunity and our ability to improve our execution. All of these forward-looking
statements involve risk and uncertainty. Actual results may differ materially from these statements for a variety of reasons, including, without limitation,
general global political, macroeconomic and market conditions, changes in U.S. government spending, revenue seasonality and matters specific to our
business, such as our ability to expand our total available market and grow our portfolio of products, customer demand for and acceptance of our
products and services, our ability to successfully execute new business models, our ability to successfully execute on our Data Fabric strategy to
generate profitable growth and stockholder return and our ability to manage our gross profit margins. These and other equally important factors are
described in reports and documents we file from time to time with the Securities and Exchange Commission, including the factors described under the
section titled “Risk Factors” in our most recently submitted reports on 10-Q and 10-K. We disclaim any obligation to update information contained in
this press release whether as a result of new information, future events, or otherwise.

###
NetApp and the NetApp logo and the marks listed at http://www.netapp.com/TM are trademarks of NetApp, Inc. Other company and product names
may be trademarks of their respective owners.
 
Footnotes
1Non-GAAP net income excludes, when applicable, (a) amortization of intangible assets, (b) stock-based compensation expenses, (c) litigation
settlements, (d) acquisition-related expenses, (e) restructuring charges, (f) asset impairments, (g) gains/losses on the sale or derecognition of assets,
and (h) our GAAP tax provision, but includes a non-GAAP tax provision based upon our projected annual non-GAAP effective tax rate for the first
three quarters of the fiscal year and an actual non-GAAP tax provision for the fourth quarter of the fiscal year. NetApp makes additional adjustments to
the non-GAAP tax provision for certain tax matters as described below. A detailed reconciliation of our non-GAAP to GAAP results can be found at
http://investors.netapp.com. NetApp’s management uses these non-GAAP measures in making operating decisions because it believes the



measurements provide meaningful supplemental information regarding NetApp’s ongoing operational performance.
2GAAP net income per share and non-GAAP net income per share are calculated using the diluted number of shares.
 
 
NetApp Usage of Non-GAAP Financial Information

To supplement NetApp’s condensed consolidated financial statement information presented in accordance with generally accepted accounting
principles in the United States (GAAP), NetApp provides investors with certain non-GAAP measures, including, but not limited to, historical non-
GAAP operating results, non-GAAP net income, non-GAAP effective tax rate and free cash flow, and historical and projected non-GAAP earnings per
diluted share.

NetApp believes that the presentation of non-GAAP net income, non-GAAP effective tax rates, and non-GAAP earnings per share data, when
shown in conjunction with the corresponding GAAP measures, provides useful information to investors and management regarding financial and
business trends relating to its financial condition and results of operations. NetApp believes that the presentation of free cash flow, which it defines as
the net cash provided by operating activities less cash used to acquire property and equipment, to be a liquidity measure that provides useful
information to management and investors because it reflects cash that can be used to, among other things, invest in its business, make strategic
acquisitions, repurchase common stock, and pay dividends on its common stock. As free cash flow is not a measure of liquidity calculated in
accordance with GAAP, free cash flow should be considered in addition to, but not as a substitute for, the analysis provided in the statement of cash
flows.

NetApp’s management uses these non-GAAP measures in making operating decisions because it believes the measurements provide
meaningful supplemental information regarding NetApp’s ongoing operational performance. These non-GAAP financial measures are used to: (1)
measure company performance against historical results, (2) facilitate comparisons to our competitors’ operating results and (3) allow greater
transparency with respect to information used by management in financial and operational decision making. 

NetApp excludes the following items from its non-GAAP measures when applicable:



A. Amortization of intangible assets. NetApp records amortization of intangible assets that were acquired in connection with its business
combinations. The amortization of intangible assets varies depending on the level of acquisition activity. Management finds it useful to exclude these
charges to assess the appropriate level of various operating expenses to assist in budgeting, planning and forecasting future periods and in measuring
operational performance.

B. Stock-based compensation expenses. NetApp excludes stock-based compensation expenses from its non-GAAP measures primarily because
they are non-cash expenses. While management views stock-based compensation as a key element of our employee retention and long-term
incentives, we do not view it as an expense to be used in evaluating operational performance in any given period.

C. Litigation settlements. NetApp may periodically incur charges or benefits related to litigation settlements. NetApp excludes these charges
and benefits, when significant, because it does not believe they are reflective of ongoing business and operating results.

D. Acquisition-related expenses. NetApp excludes acquisition-related expenses, including (a) due diligence, legal and other one-time integration
charges and (b) write down of assets acquired that NetApp does not intend to use in its ongoing business, from its non-GAAP measures, primarily
because they are not related to our ongoing business or cost base and, therefore, cannot be relied upon for future planning and forecasting.

E. Restructuring charges. These charges consist of restructuring charges that are incurred based on the particular facts and circumstances of
restructuring decisions, including employment and contractual settlement terms, and other related charges, and can vary in size and frequency. We
therefore exclude them in our assessment of operational performance. 

F. Asset impairments. These are non-cash charges to write down assets when there is an indication that the asset has become impaired.
Management finds it useful to exclude these non-cash charges due to the unpredictability of these events in its assessment of operational performance.

G. Gains/losses on the sale or derecognition of assets. These are gains/losses from the sale of our properties and other transactions in which we
transfer control of assets to a third party. Management believes that these transactions do not reflect the results of our underlying, on-going business
and, therefore, cannot be relied upon for future planning or forecasting.

H. Income tax adjustments. NetApp’s non-GAAP tax provision is based upon a projected annual non-GAAP effective tax rate for the first three
quarters of the fiscal year and an actual non-



GAAP tax provision for the fourth quarter of the fiscal year. The non-GAAP tax provision also excludes, when applicable, (a) tax charges or benefits
in the current period that relate to one or more prior fiscal periods that are a result of events such as changes in tax legislation, authoritative guidance,
income tax audit settlements and/or court decisions, (b) tax charges or benefits that are attributable to unusual or non-recurring book and/or tax
accounting method changes, (c) tax charges that are a result of a non-routine foreign cash repatriation, (d) tax charges or benefits that are a result of
infrequent restructuring of the Company’s tax structure, (e) tax charges or benefits that are a result of a change in valuation allowance, and (f) tax
charges resulting from the integration of intellectual properties from acquisitions. Management believes that the use of non-GAAP tax provisions
provides a more meaningful measure of the Company’s operational performance.

These non-GAAP measures are not in accordance with, or an alternative for, measures prepared in accordance with GAAP, and may be different
from non-GAAP measures used by other companies. In addition, these non-GAAP measures are not based on any comprehensive set of accounting
rules or principles. NetApp believes that non-GAAP measures have limitations in that they do not reflect all of the amounts associated with the
Company’s results of operations as determined in accordance with GAAP and that these measures should only be used to evaluate the Company’s
results of operations in conjunction with the corresponding GAAP measures. NetApp management compensates for these limitations by analyzing
current and projected results on a GAAP basis as well as a non-GAAP basis. The presentation of non-GAAP financial information is not meant to be
considered in isolation or as a substitute for the directly comparable financial measures prepared in accordance with generally accepted accounting
principles in the United States. The non-GAAP financial measures are meant to supplement, and be viewed in conjunction with, GAAP financial
measures.



 

NETAPP, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS

(In millions)
(Unaudited)

  
April 26,

2019   
April 27,

2018  
         
ASSETS         
         
Current assets:         

Cash, cash equivalents and investments  $ 3,899  $ 5,391 
Accounts receivable   1,216   1,047 
Inventories   131   122 
Other current assets   364   392 

Total current assets   5,610   6,952 
         

Property and equipment, net   759   756 
Goodwill and purchased intangible assets, net   1,782   1,833 
Other non-current assets   590   450 

Total assets  $ 8,741  $ 9,991 
         

LIABILITIES AND STOCKHOLDERS' EQUITY         
         
Current liabilities:         

Accounts payable  $ 542  $ 609 
Accrued expenses   851   825 
Commercial paper notes   249   385 
Current portion of long-term debt   400   — 
Short-term deferred revenue and financed unearned services revenue   1,825   1,712 

Total current liabilities   3,867   3,531 
Long-term debt   1,144   1,541 
Other long-term liabilities   797   992 
Long-term deferred revenue and financed unearned services revenue   1,843   1,651 

Total liabilities   7,651   7,715 
         

Stockholders' equity   1,090   2,276 
Total liabilities and stockholders' equity  $ 8,741  $ 9,991

 

 
 

 

 



 
NETAPP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(In millions, except per share amounts)

(Unaudited)
 
  Three Months Ended   Year Ended  
  April 26, 2019   April 27, 2018   April 26, 2019   April 27, 2018  
                 
Revenues:                 

Product  $ 1,000  $ 1,027  $ 3,755  $ 3,525 
Software maintenance   242   234   946   902 
Hardware maintenance and other services   350   383   1,445   1,492 

Net revenues   1,592   1,644   6,146   5,919 
                 

Cost of revenues:                 
Cost of product   457   496   1,752   1,738 
Cost of software maintenance   10   6   35   25 
Cost of hardware maintenance and other services   99   113   414   447 

Total cost of revenues   566   615   2,201   2,210 
Gross profit   1,026   1,029   3,945   3,709 
                 

Operating expenses:                 
Sales and marketing   439   443   1,657   1,706 
Research and development   205   203   827   783 
General and administrative   69   71   278   280 
Restructuring charges   16   —   35   — 
Gain on sale or derecognition of assets   (73)   —   (73)   (218)

Total operating expenses   656   717   2,724   2,551 
                 

Income from operations   370   312   1,221   1,158 
                 
Other income, net   14   16   47   41 
                 
Income before income taxes   384   328   1,268   1,199 
                 
Provision (benefit) for income taxes   (12)   38   99   1,083 
                 
Net income  $ 396  $ 290  $ 1,169  $ 116 
                 
Net income per share:                 

Basic  $ 1.62  $ 1.09  $ 4.60  $ 0.43 
                 
Diluted  $ 1.59  $ 1.06  $ 4.51  $ 0.42 
                 

Shares used in net income per share calculations:                 
Basic   245   265   254   268 
                 
Diluted   249   273   259   276 
                 

Cash dividends declared per share  $ 0.40  $ 0.20  $ 1.60  $ 0.80
 

 

 

 



 
NETAPP, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(In millions)
(Unaudited)

  Three Months Ended   Year Ended  
  April 26, 2019   April 27, 2018   April 26, 2019   April 27, 2018  
Cash flows from operating activities:                 

Net income  $ 396  $ 290  $ 1,169  $ 116 
Adjustments to reconcile net income to net cash
   provided by operating activities:                 

Depreciation and amortization   48   48   197   198 
Stock-based compensation   37   36   158   161 
Deferred income taxes   18   25   (3)   270 
Gain on sale or derecognition of assets   (73)   —   (73)   (218)
Other items, net   (6)   (19)   2   (27)

Changes in assets and liabilities, net of acquisitions of
   businesses:                 

Accounts receivable   (350)   (279)   (185)   (289)
Inventories   (31)   (32)   (9)   36 
Accounts payable   44   147   (57)   262 
Accrued expenses   127   104   42   162 
Deferred revenue and financed unearned services
  revenue   326   238   343   139 
Long-term taxes payable   (104)   (9)   (164)   714 
Changes in other operating assets and liabilities, net   (33)   (55)   (79)   (46)

Net cash provided by operating activities   399   494   1,341   1,478 
Cash flows from investing activities:                 

Redemptions (purchases) of investments, net   215   168   876   (10)
Purchases of property and equipment   (35)   (48)   (173)   (145)
Proceeds from sale of properties   —   —   —   210 
Acquisitions of businesses, net of cash acquired   —   —   (3)   (75)
Other investing activities, net   3   —   4   (1)

Net cash provided by (used in) investing activities   183   120   704   (21)
Cash flows from financing activities:                 

Proceeds from issuance of common stock under employee stock award plans   3   16   121   173 
Payments for taxes related to net share settlement of stock awards   (4)   (8)   (96)   (75)
Repurchase of common stock   (500)   (344)   (2,111)   (794)
Proceeds from (repayments of) commercial paper notes, net   85   (247)   (136)   (115)
Issuance of long-term debt, net   —   —   —   795 
Repayment of long-term debt   —   —   —   (750)
Dividends paid   (97)   (53)   (403)   (214)
Other financing activities, net   (1)   —   (6)   (6)

Net cash used in financing activities   (514)   (636)   (2,631)   (986)
                 

Effect of exchange rate changes on cash, cash equivalents and restricted cash   (13)   (11)   (30)   26 
                 
Net increase (decrease) in cash, cash equivalents and restricted cash   55   (33)   (616)   497 
Cash, cash equivalents and restricted cash:                 

Beginning of period   2,276   2,980   2,947   2,450 
End of period  $ 2,331  $ 2,947  $ 2,331  $ 2,947

 

 



 
SELECTED CONDENSED CONSOLIDATED BALANCE SHEET LINE ITEMS

(In millions)
(Unaudited)

 
  As of April 27, 2018  
             

  
As Previously

Reported   
Impact of ASC 606

Adoption   As Adjusted  
ASSETS             
Accounts receivable  $ 1,009  $ 38  $ 1,047 
Inventories   126   (4)   122 
Other current assets   330   62   392 
Other non-current assets   420   30   450 
             
LIABILITIES AND STOCKHOLDERS' EQUITY          
Short-term deferred revenue and financed unearned services revenue  $ 1,804  $ (92)  $ 1,712 
Other long-term liabilities   961   31   992 
Long-term deferred revenue and financed unearned services revenue   1,673   (22)   1,651 
Total stockholders' equity   2,067   209   2,276

 

 

 



 
NETAPP, INC.  

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS  
(In millions, except per share amounts)  

(Unaudited)  
                         
  Three Months Ended   Year Ended  

  April 27, 2018   April 27, 2018  

  
As Previously

Reported   
Impact of ASC 606

Adoption As Adjusted   As Previously
Reported   

Impact of ASC 606
Adoption As Adjusted  

                         
Revenues:                         

Product  $ 1,011  $ 16  $ 1,027  $ 3,461  $ 64  $ 3,525 
Software maintenance   247   (13)   234   958   (56)   902 
Hardware maintenance and other services   383   —   383   1,492   —   1,492 

Net revenues   1,641   3   1,644   5,911   8   5,919 
                         

Cost of revenues:                         
Cost of product   500   (4)   496   1,738   —   1,738 
Cost of software maintenance   6   —   6   25   —   25 
Cost of hardware maintenance and other services   113   —   113   449   (2)   447 

Total cost of revenues   619   (4)   615   2,212   (2)   2,210 
Gross profit   1,022   7   1,029   3,699   10   3,709 
                         

Operating expenses:                         
Sales and marketing   461   (18)   443   1,729   (23)   1,706 
Research and development   203   —   203   783   —   783 
General and administrative   71   —   71   280   —   280 
Gain on sale or derecognition of assets   —   —   —   (218)   —   (218)

Total operating expenses   735   (18)   717   2,574   (23)   2,551 
                         

Income from operations   287   25   312   1,125   33   1,158 
                         
Other income, net   16   —   16   41   —   41 
                         
Income before income taxes   303   25   328   1,166   33   1,199 
                         
Provision for income taxes   32   6   38   1,090   (7)   1,083 
                         
Net income  $ 271  $ 19  $ 290  $ 76  $ 40  $ 116 
                         
Net income per share:                         

Basic  $ 1.02  $ 0.07  $ 1.09  $ 0.28  $ 0.15  $ 0.43 
                         
Diluted  $ 0.99  $ 0.07  $ 1.06  $ 0.28  $ 0.14  $ 0.42 
                         

Shares used in net income per share calculations:                         
Basic   265   265   265   268   268   268 
                         
Diluted   273   273   273   276   276   276

 

 
 

 



 
NETAPP, INC.  

SUPPLEMENTAL DATA  
(In millions except net income per share, percentages, DSO, DIO, DPO, CCC and Inventory Turns)  

(Unaudited)  
                     
  Q4 FY'19   Q3 FY'19   Q4 FY'18   FY 2019   FY2018  

                     
Revenues                     

Product  $ 1,000  $ 967  $ 1,027  $ 3,755  $ 3,525 
Strategic  $ 774  $ 674  $ 747  $ 2,709  $ 2,468 
Mature  $ 226  $ 293  $ 280  $ 1,046  $ 1,057 

Software Maintenance  $ 242  $ 239  $ 234  $ 946  $ 902 
Hardware Maintenance and Other Services  $ 350  $ 357  $ 383  $ 1,445  $ 1,492 

Hardware Maintenance Support Contracts  $ 284  $ 292  $ 310  $ 1,182  $ 1,214 
Professional and Other Services  $ 66  $ 65  $ 73  $ 263  $ 278 

Net Revenues  $ 1,592  $ 1,563  $ 1,644  $ 6,146  $ 5,919 
                     
                     

Geographic Mix                     

  
% of Q4 FY'19

Revenue  
% of Q3 FY'19

Revenue  
% of Q4 FY'18

Revenue  
% of FY 2019

Revenue  
% of FY 2018

Revenue 
Americas   57%   52%   54%   56%   54%

Americas Commercial   45%   41%   42%   44%   41%
U.S. Public Sector   11%   11%   12%   12%   13%

EMEA   29%   33%   33%   30%   32%
Asia Pacific   14%   14%   13%   14%   14%
                     

                     
Pathways Mix                     

  
% of Q4 FY'19

Revenue  
% of Q3 FY'19

Revenue  
% of Q4 FY'18

Revenue  
% of FY 2019

Revenue  
% of FY 2018

Revenue 
Direct   24%   19%   21%   24%   21%
Indirect   76%   81%   79%   76%   79%

                     
                     

Non-GAAP Gross Margins                     
  Q4 FY'19   Q3 FY'19   Q4 FY'18   FY 2019   FY2018  

Non-GAAP Gross Margin   65.2%   63.7%   63.3%   65.0%   63.5%
Product   55.3%   52.6%   52.7%   54.4%   51.8%
Software Maintenance   95.9%   95.8%   97.4%   96.3%   97.2%
Hardware Maintenance and Other Services   72.3%   72.3%   71.0%   72.0%   70.7%
                     

                     
Non-GAAP Income from Operations, Income before Income
Taxes & Effective Tax Rate                     

  Q4 FY'19   Q3 FY'19   Q4 FY'18   FY 2019   FY2018  
Non-GAAP Income from Operations  $ 358  $ 367  $ 360  $ 1,387  $ 1,159 

% of Net Revenues   22.5%   23.5%   21.9%   22.6%   19.6%
Non-GAAP Income before Income Taxes  $ 372  $ 375  $ 376  $ 1,434  $ 1,200 
Non-GAAP Effective Tax Rate   18.1%   18.7%   18.4%   18.4%   18.1%
                     
                     
                     
                     

 



 
                     

                     
Non-GAAP Net Income                     
  Q4 FY'19   Q3 FY'19   Q4 FY'18   FY 2019   FY2018  

Non-GAAP Net Income  $ 305  $ 305  $ 307  $ 1,171  $ 983 
Non-GAAP Weighted Average Common Shares Outstanding,
Diluted   249   255   273   259   276 
Non-GAAP Income per Share, Diluted  $ 1.22  $ 1.20  $ 1.12  $ 4.52  $ 3.56 
                     

                     
Select Balance Sheet Items                     
  Q4 FY'19   Q3 FY'19   Q4 FY'18          

Deferred Revenue and Financed Unearned Services Revenue  $ 3,668  $ 3,357  $ 3,363         
DSO (days)   70   51   58         
DIO (days)   21   16   18         
DPO (days)   87   78   90         
CCC (days)   3   (11)   (14)         
Inventory Turns   17   23   20         
                     
Days sales outstanding (DSO) is defined as accounts receivable divided by net revenues, multiplied by the number of days in the quarter.        
Days inventory outstanding (DIO) is defined as net inventories divided by cost of revenues, multiplied by the number of days in the quarter.        
Days payables outstanding (DPO) is defined as accounts payable divided by cost of revenues, multiplied by the number of days in the
quarter.        
Cash conversion cycle (CCC) is defined as DSO plus DIO minus DPO.        
Inventory turns is defined as annualized cost of revenues divided by net inventories.  
                     
                     

Select Cash Flow Statement Items                     
  Q4 FY'19   Q3 FY'19   Q4 FY'18   FY 2019   FY2018  

Net Cash Provided by Operating Activities  $ 399  $ 451  $ 494  $ 1,341  $ 1,478 
Purchases of Property and Equipment  $ 35  $ 31  $ 48  $ 173  $ 145 
Free Cash Flow  $ 364  $ 420  $ 446  $ 1,168  $ 1,333 
Free Cash Flow as a % of Net Revenues   22.9%   26.9%   27.1%   19.0%   22.5%
                     
Free cash flow is a non-GAAP measure and is defined as net cash provided by operating activities less purchases of property and equipment.  

                     
Some items may not add or recalculate due to rounding.       

 

    

 



 
NETAPP, INC.  

RECONCILIATION OF NON-GAAP TO GAAP  
INCOME STATEMENT INFORMATION  

(In millions, except net income per share amounts)  
                     
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  

                     
NET INCOME  $ 396  $ 249  $ 290  $ 1,169  $ 116 
Adjustments:                     

Amortization of intangible assets   8   13   12   46   53 
Stock-based compensation   37   43   36   158   161 
Litigation settlements   —   —   —   —   5 
Restructuring charges   16   —   —   35   — 
Gain on sale or derecognition of assets   (73)   —   —   (73)   (218)
Income tax effects   (31)   —   (31)   (82)   10 
Resolution of income tax examinations   (48)   —   —   (48)   — 
Income tax benefit of ASC 606 adoption   —   —   —   (34)   — 
Tax reform   —   —   —   —   856 

NON-GAAP NET INCOME  $ 305  $ 305  $ 307  $ 1,171  $ 983 
                     
COST OF REVENUES  $ 566  $ 581  $ 615  $ 2,201  $ 2,210 
Adjustments:                     

Amortization of intangible assets   (8)   (10)   (9)   (36)   (36)
Stock-based compensation   (4)   (4)   (3)   (14)   (13)

NON-GAAP COST OF REVENUES  $ 554  $ 567  $ 603  $ 2,151  $ 2,161 
                     
COST OF PRODUCT REVENUES  $ 457  $ 469  $ 496  $ 1,752  $ 1,738 
Adjustments:                     

Amortization of intangible assets   (8)   (10)   (9)   (36)   (36)
Stock-based compensation   (2)   (1)   (1)   (4)   (3)

NON-GAAP COST OF PRODUCT REVENUES  $ 447  $ 458  $ 486  $ 1,712  $ 1,699 
                     
COST OF HARDWARE MAINTENANCE AND OTHER SERVICES REVENUES  $ 99  $ 102  $ 113  $ 414  $ 447 
Adjustment:                     

Stock-based compensation   (2)   (3)   (2)   (10)   (10)
NON-GAAP COST OF HARDWARE MAINTENANCE AND OTHER SERVICES REVENUES  $ 97  $ 99  $ 111  $ 404  $ 437 
                     
GROSS PROFIT  $ 1,026  $ 982  $ 1,029  $ 3,945  $ 3,709 
Adjustments:                     

Amortization of intangible assets   8   10   9   36   36 
Stock-based compensation   4   4   3   14   13 

NON-GAAP GROSS PROFIT  $ 1,038  $ 996  $ 1,041  $ 3,995  $ 3,758
 

 

 



 
NETAPP, INC.  

RECONCILIATION OF NON-GAAP TO GAAP  
INCOME STATEMENT INFORMATION  

(In millions, except net income per share amounts)  
                     
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
                     
SALES AND MARKETING EXPENSES  $ 439  $ 401  $ 443  $ 1,657  $ 1,706 
Adjustments:                     

Amortization of intangible assets   —   (3)   (3)   (10)   (17)
Stock-based compensation   (15)   (19)   (15)   (67)   (68)

NON-GAAP SALES AND MARKETING EXPENSES  $ 424  $ 379  $ 425  $ 1,580  $ 1,621 
                     
RESEARCH AND DEVELOPMENT EXPENSES  $ 205  $ 203  $ 203  $ 827  $ 783 
Adjustment:                     

Stock-based compensation   (11)   (13)   (11)   (48)   (49)
NON-GAAP RESEARCH AND DEVELOPMENT EXPENSES  $ 194  $ 190  $ 192  $ 779  $ 734 
                     
GENERAL AND ADMINISTRATIVE EXPENSES  $ 69  $ 67  $ 71  $ 278  $ 280 
Adjustments:                     

Stock-based compensation   (7)   (7)   (7)   (29)   (31)
Litigation settlements   —   —   —   —   (5)

NON-GAAP GENERAL AND ADMINISTRATIVE EXPENSES  $ 62  $ 60  $ 64  $ 249  $ 244 
                     
RESTRUCTURING CHARGES  $ 16  $ —  $ —  $ 35  $ — 
Adjustment:                     

Restructuring charges   (16)   —   —   (35)   — 
NON-GAAP RESTRUCTURING CHARGES  $ —  $ —  $ —  $ —  $ — 
                     
GAIN ON SALE OR DERECOGNITION OF ASSETS  $ (73)  $ —  $ —  $ (73)  $ (218)
Adjustment:                     

Gain on sale or derecognition of assets   73   —   —   73   218 
NON-GAAP GAIN ON SALE OR DERECOGNITION OF ASSETS  $ —  $ —  $ —  $ —  $ — 
                     
OPERATING EXPENSES  $ 656  $ 671  $ 717  $ 2,724  $ 2,551 
Adjustments:                     

Amortization of intangible assets   —   (3)   (3)   (10)   (17)
Stock-based compensation   (33)   (39)   (33)   (144)   (148)
Litigation settlements   —   —   —   —   (5)
Restructuring charges   (16)   —   —   (35)   — 
Gain on sale or derecognition of assets   73   —   —   73   218 

NON-GAAP OPERATING EXPENSES  $ 680  $ 629  $ 681  $ 2,608  $ 2,599
 

 

 



 
NETAPP, INC.  

RECONCILIATION OF NON-GAAP TO GAAP  
INCOME STATEMENT INFORMATION  

(In millions, except net income per share amounts)  
                     
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  

                     
INCOME FROM OPERATIONS  $ 370  $ 311  $ 312  $ 1,221  $ 1,158 
Adjustments:                     

Amortization of intangible assets   8   13   12   46   53 
Stock-based compensation   37   43   36   158   161 
Litigation settlements   —   —   —   —   5 
Restructuring charges   16   —   —   35   — 
Gain on sale or derecognition of assets   (73)   —   —   (73)   (218)

NON-GAAP INCOME FROM OPERATIONS  $ 358  $ 367  $ 360  $ 1,387  $ 1,159 
                     
INCOME BEFORE INCOME TAXES  $ 384  $ 319  $ 328  $ 1,268  $ 1,199 
Adjustments:                     

Amortization of intangible assets   8   13   12   46   53 
Stock-based compensation   37   43   36   158   161 
Litigation settlements   —   —   —   —   5 
Restructuring charges   16   —   —   35   — 
Gain on sale or derecognition of assets   (73)   —   —   (73)   (218)

NON-GAAP INCOME BEFORE INCOME TAXES  $ 372  $ 375  $ 376  $ 1,434  $ 1,200 
                     
PROVISION (BENEFIT) FOR INCOME TAXES  $ (12)  $ 70  $ 38  $ 99  $ 1,083 
Adjustments:                     

Income tax effects   31   —   31   82   (10)
Resolution of income tax examinations   48   —   —   48   — 
Income tax benefit of ASC 606 adoption   —   —   —   34   — 
Tax reform   —   —   —   —   (856)

NON-GAAP PROVISION FOR INCOME TAXES  $ 67  $ 70  $ 69  $ 263  $ 217 
                     
NET INCOME PER SHARE  $ 1.59  $ 0.98  $ 1.06  $ 4.51  $ 0.42 
Adjustments:                     

Amortization of intangible assets   0.03   0.05   0.04   0.18   0.19 
Stock-based compensation   0.15   0.17   0.13   0.61   0.58 
Litigation settlements   —   —   —   —   0.02 
Restructuring charges   0.06   —   —   0.14   — 
Gain on sale or derecognition of assets   (0.29)   —   —   (0.28)   (0.79)
Income tax effects   (0.12)   —   (0.11)   (0.32)   0.04 
Resolution of income tax examinations   (0.19)   —   —   (0.19)   — 
Income tax benefit of ASC 606 adoption   —   —   —   (0.13)   — 
Tax reform   —   —   —   —   3.10 

NON-GAAP NET INCOME PER SHARE  $ 1.22  $ 1.20  $ 1.12  $ 4.52  $ 3.56 
                    

 

 

 



 
RECONCILIATION OF NON-GAAP TO GAAP  

GROSS MARGIN  
($ in millions)  

            
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
                     
Gross margin-GAAP   64.4%   62.8%   62.6%   64.2%   62.7%

Cost of revenues adjustments   0.8%   0.9%   0.7%   0.8%   0.8%
Gross margin-Non-GAAP   65.2%   63.7%   63.3%   65.0%   63.5%
                     
GAAP cost of revenues  $ 566  $ 581  $ 615  $ 2,201  $ 2,210 
Cost of revenues adjustments:                     

Amortization of intangible assets   (8)   (10)   (9)   (36)   (36)
Stock-based compensation   (4)   (4)   (3)   (14)   (13)

Non-GAAP cost of revenues  $ 554  $ 567  $ 603  $ 2,151  $ 2,161 
                     
Net revenues  $ 1,592  $ 1,563  $ 1,644  $ 6,146  $ 5,919

 

 
 

RECONCILIATION OF NON-GAAP TO GAAP  
PRODUCT GROSS MARGIN  

($ in millions)  
            
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
                     
Product gross margin-GAAP   54.3%   51.5%   51.7%   53.3%   50.7%

Cost of product revenues adjustments   1.0%   1.1%   1.0%   1.1%   1.1%
Product gross margin-Non-GAAP   55.3%   52.6%   52.7%   54.4%   51.8%
                     
GAAP cost of product revenues  $ 457  $ 469  $ 496  $ 1,752  $ 1,738 
Cost of product revenues adjustments:                     

Amortization of intangible assets   (8)   (10)   (9)   (36)   (36)
Stock-based compensation   (2)   (1)   (1)   (4)   (3)

Non-GAAP cost of product revenues  $ 447  $ 458  $ 486  $ 1,712  $ 1,699 
                     
Product revenues  $ 1,000  $ 967  $ 1,027  $ 3,755  $ 3,525

 

 
RECONCILIATION OF NON-GAAP TO GAAP  

HARDWARE MAINTENANCE AND OTHER SERVICES GROSS MARGIN  
($ in millions)  

            
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
                     
Hardware maintenance and other services gross margin-GAAP   71.7%   71.4%   70.5%   71.3%   70.0%

Cost of hardware maintenance and other services revenues adjustment   0.6%   0.8%   0.5%   0.7%   0.7%
Hardware maintenance and other services gross margin-Non-GAAP   72.3%   72.3%   71.0%   72.0%   70.7%
                     
GAAP cost of hardware maintenance and other services revenues  $ 99  $ 102  $ 113  $ 414  $ 447 
Cost of hardware maintenance and other services revenues adjustment:                     

Stock-based compensation   (2)   (3)   (2)   (10)   (10)
Non-GAAP cost of hardware maintenance and other services revenues  $ 97  $ 99  $ 111  $ 404  $ 437 
                     
Hardware maintenance and other services revenues  $ 350  $ 357  $ 383  $ 1,445  $ 1,492

 

 
 

 



 
RECONCILIATION OF NON-GAAP TO GAAP  

EFFECTIVE TAX RATE  
          
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
                     
GAAP effective tax rate   (3.1)%  21.9%   11.6%   7.8%   90.3%
Adjustments:                     

Income tax effects   8.3%   (3.2)%  6.8%   4.9%   (0.8)%
Resolution of income tax examinations   12.9%   —%   —%   3.3%   —%
Income tax benefit of ASC 606 adoption   —%   —%   —%   2.4%   —%
Tax reform   —%   —%   —%   —%   (71.4)%

Non-GAAP effective tax rate   18.1%   18.7%   18.4%   18.4%   18.1%
 
 

RECONCILIATION OF NET CASH PROVIDED BY OPERATING ACTIVITIES  
TO FREE CASH FLOW (NON-GAAP)  

(In millions)  
            
  Q4'FY19   Q3'FY19   Q4'FY18   FY2019   FY2018  
Net cash provided by operating activities  $ 399  $ 451  $ 494  $ 1,341  $ 1,478 
Purchases of property and equipment   (35)   (31)   (48)   (173)   (145)
Free cash flow  $ 364  $ 420  $ 446  $ 1,168  $ 1,333

 

 
Some items may not add or recalculate due to rounding.

 

 



 
NETAPP, INC.  

RECONCILIATION OF NON-GAAP GUIDANCE TO GAAP  
EXPRESSED AS EARNINGS PER SHARE  

FIRST QUARTER FISCAL 2020  
     
  First Quarter  

  Fiscal 2020  
     
Non-GAAP Guidance - Net Income Per Share  $0.78 - $0.86 
     
Adjustments of Specific Items to Net Income     

Per Share for the First Quarter Fiscal 2020:     
Amortization of intangible assets   (0.04)
Stock-based compensation expense   (0.16)
Restructuring charges   (0.07)
Income tax effects   0.05 

Total Adjustments   (0.22)
     

GAAP Guidance - Net Income Per Share  $0.56 - $0.64
 

 

 



 
NETAPP, INC.

RECONCILIATION OF NON-GAAP GUIDANCE TO GAAP
FISCAL 2020
(Unaudited)

   
   

  GROSS MARGIN
   
Gross Margin - Non-GAAP Guidance  64% - 65%

Adjustment:   
Cost of revenues adjustments  (1)%

Gross Margin - GAAP Guidance  63% - 64%
   
   
  OPERATING MARGIN
   
Operating Margin - Non-GAAP Guidance  23% - 24%

Adjustments:   
Amortization of intangible assets  (1)%
Stock-based compensation expense  (3)%
Gain on sale of properties  1%

Operating Margin - GAAP Guidance  20% - 21%
   
   

Some items may not add or recalculate due to rounding   
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