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Item 2.02 Results of Operations and Financial Condition.

On November 22, 2021, Cerence Inc. (the "Company") announced its financial results for the fiscal year ended September 30, 2021. The press release, including the
financial information contained therein, is attached hereto as Exhibit 99.1, and is incorporated herein by reference.

Also on November 22, 2021, the Company used a presentation on its call with investors, discussing its financial results for the fiscal year ended September 30, 2021,
and such earnings release presentation is furnished herewith as Exhibit 99.2. The press release and earnings release presentation include certain non-GAAP financial measures.
A description of the non-GAAP measures, the reasons for their use, and GAAP to non-GAAP reconciliations are included in the press release and earnings release presentation.

The information in this Item 2.02 and the exhibit attached hereto are being furnished and shall not be deemed to be “filed” for the 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, nor shall they be deemed incorporated by reference
into any filing under the Securities Act of 1933, as amended, or the Exchange Act, regardless of any general incorporation language in such filing.

Item 9.01 Financial Statements and Exhibits.

(d) Exhibits.
Exhibit
Number Description
99.1 Press Release announcing financial results dated November 22, 2021
99.2 Earnings Release Presentation dated November 22, 2021

104 Cover Page Interactive Data File (embedded within the Inline XBRL document).


https://content.equisolve.net/cerence/sec/0001564590-21-057821/for_pdf/crnc-ex991_6.htm
https://content.equisolve.net/cerence/sec/0001564590-21-057821/for_pdf/crnc-ex992_390.htm

SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.

Cerence Inc.

Date: November 22, 2021 By: /s/ Mark Gallenberger

Name: Mark Gallenberger
Title: Chief Financial Officer
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Cerence Announces Fourth Quarter and Fiscal Year 2021 Results

Fourth Quarter and Fiscal Year Highlights

. Strong bookings of $590M in FY21 increases backlog to approximately $2 billion

. Momentum for new products leads to orders representing nearly 20% of total bookings

. Won first major customer in the building mobility market for the connected elevator of the future

. VinFast, Vietnam’s first domestic car company and a leader in electric vehicle innovation worldwide, selected Cerence to power
conversational Al across its lineup of smart EVs

. Cerence Pay receives coveted Automotive News PACE Award, the industry benchmark for innovation

. Quarterly revenue grew 7.5% year over year, full year revenue grew 17%

. Met or exceeded nearly all profitability metrics for the quarter and fiscal year

BURLINGTON, Mass., November 22, 2021 — Cerence Inc. (NASDAQ: CRNC), Al for a world in motion, today reported its fourth quarter and
fiscal year 2021 results for the year ended September 30, 2021.

Results Summary (1)
(in millions, except per share data)

Three Months Ended Twelve Months Ended
September 30, September 30,
2021 2020 2021 2020

GAAP Revenue S 98.1 S 91.2 S 387.2 S 331.0
GAAP Gross Margin 75.4% 72.0% 73.9% 67.4%
Non-GAAP Gross Margin 78.1% 75.8% 77.3% 71.6%
GAAP Operating Margin 11.0% 17.8% 15.7% 6.8%
Non-GAAP Operating Margin 37.2% 42.1% 37.8% 32.3%
GAAP Net Income (Loss) S 8.0 S 8.2 S 459 S (18.3)
Non-GAAP Net Income S 28.4 S 26.0 S 107.2 S 65.3
Adjusted EBITDA S 38.8 S 40.7 S 155.9 S 116.2

Adjusted EBITDA Margin 39.6% 44.6% 40.3% 35.1%
GAAP Net Income (Loss) per Share - diluted S 0.20 S 0.21 S 1.17 S (0.50)
Non-GAAP Net Income per Share - diluted S 0.66 S 0.62 S 2.53 S 1.70

(1) Please refer to the “Discussion of Non-GAAP Financial Measures” and “Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures” included elsewhere in
this release for more information regarding our use of non-GAAP financial measures.

Sanjay Dhawan, Chief Executive Officer of Cerence, stated, “We finished the year strong, especially considering the production challenges our
customers are facing due to semiconductor shortages. Our total company revenue grew 17% compared to the auto production growth of

9% over the same time-period, which is testament to the secular tailwinds, as well as, the innovative products and services we continue to bring
to market.”

Dhawan continued, “We had another strong year for bookings at $590 million of which 20% were for our new products. These bookings included
some key strategic wins, such as VinFast, and included multiple competitive takeaways. We also signed a contract with one of the top elevator
manufacturers in the world to deliver voice Al technology and connected services creating the elevator of the future. This represents a key
opportunity for
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us to expand into a new market with the potential to be a strong revenue contributor to our FY24 target for the new mobility market.”

“As we look to fiscal year 2022, accounting for the industry headwinds due to semiconductor shortages and notwithstanding the
approximately $23 million revenue reduction from the “legacy*” contract, we still expect to grow above the IHS auto production

forecast. We expect to grow the business by continuing to deliver innovative products and world class services for our customers. This focus on
innovation and customer service allows us to maintain our market leading position in conversational Al and connected services for

the transportation and mobility industries.” Dhawan concluded.

* Legacy contract is a connected services contract with Toyota acquired by Nuance through a 2013 acquisition

Cerence Key Performance Indicators
To help investors gain further insight into Cerence’s business and its performance, management provides a set of key performance indicators that

includes:

Key Performance Indicatorl Q4FY21

Percent of worldwide auto production with Cerence Technology (TTM) 53%
Average contract duration - years (TTM): 7.9
Repeatable software contribution (TTM): 81%
Change in number of Cerence connected cars shipped2 (TTM over prior year TTM) 20%
Growth in billings per car (TTM over prior year TTM) (excludes legacy contract) 8%

(1) Please refer to the “Key Performance Indicators” included elsewhere in this release for more information regarding the definition and our use of key performance
indicators.
(2)  Based on IHS Markit data, global auto production increased 9% over the same time period ended September 30, 2021.

First Quarter and Full Year Fiscal 2022 Outlook

For the fiscal quarter ending December 31, 2021, revenue is expected to be in the range of $91M to $96M which is flat year-over-year at the
midpoint, while IHS auto production forecast is expected to be down 21% for the same period. Adjusted EBITDA is expected to be in the range of
approximately $31M to $35M. The adjusted EBITDA guidance excludes acquisition-related costs, amortization of acquired intangible assets,
stock-based compensation, and restructuring and other costs.

The full-year guidance is for revenue to be in the range of $400M to $425M representing a 7% increase at the midpoint compared to the prior
year. The guidance reflects an expected reduction of $23M in revenue related to our “legacy” contract. Adjusting for the “legacy” decline, our
revenue is expected to increase 12% year-over-year at the midpoint, while IHS auto production forecast is expected to be flat for the same
period. Adjusted EBITDA for the full year is expected to be in the range of approximately $144M to $163M. Additional details regarding guidance
will be provided on the earnings call.

Fourth Quarter Conference Call

The company will host a live conference call and webcast with slides to discuss the results today at 10:00 a.m. Eastern Time/7:00 a.m. Pacific
Time. Interested investors and analysts are invited to dial into the conference call by using 1.844.467.7116 (domestic) or +1.409.983.9838
(international) and entering the pass code
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6829375. Webcast access will be available on the Investor Information section of the company’s website at
https://www.cerence.com/investors/events-and-resources.

The teleconference replay will be available through November 29, 2021. The replay dial-in number is 1.855.859.2056 (domestic) or
+1.404.537.3406 (international) using pass code 6829375. A replay of the webcast can be accessed by visiting our web site 90 minutes following
the conference call at https://www.cerence.com/investors/events-and-resources.

Forward Looking Statements

Statements in this presentation regarding Cerence’s future performance, results and financial condition, expected growth, business and market
trends, and innovation and our management’s future expectations, beliefs, goals, plans or prospects constitute forward-looking statements
within the meaning of the Private Securities Litigation Reform Act of 1995. Any statements that are not statements of historical fact (including
statements containing the words “believes,” “plans,” “anticipates,” “expects,” “intends” or “estimates” or similar expressions) should also be
considered to be forward-looking statements. Although we believe forward-looking statements are based upon reasonable assumptions, such
statements involve known and unknown risk, uncertainties and other factors, which may cause actual results or performance of the company to
be materially different from any future results or performance expressed or implied by such forward-looking statements including but not limited
to: impacts of the COVID-19 pandemic on our and our customer’s businesses; the highly competitive and rapidly changing market in which we
operate; adverse conditions in the automotive industry, the related supply chain, or the global economy more generally; our ability to control
and successfully manage our expenses and cash position; our strategy to increase cloud offerings; escalating pricing pressures from our
customers; our failure to win, renew or implement service contracts; the loss of business from any of our largest customers; effects of customer
defaults; our inability to successfully introduce new products, applications and services; the inability to recruit and retain qualified personnel;
cybersecurity and data privacy incidents; fluctuating currency rates; and the other factors discussed in our most recent Annual Report on Form
10-K, quarterly reports on Form 10-Q, and other filings with the Securities and Exchange Commission. We disclaim any obligation to update any
forward-looking statements as a result of developments occurring after the date of this document.

”u ” u,

Discussion of Non-GAAP Financial Measures

We believe that providing the non-GAAP information in addition to the GAAP presentation, allows investors to view the financial results in the
way management views the operating results. We further believe that providing this information allows investors to not only better understand
our financial performance, but more importantly, to evaluate the efficacy of the methodology and information used by management to evaluate
and measure such performance. The non-GAAP information should not be considered superior to, or a substitute for, financial statements
prepared in accordance with GAAP.

We utilize a number of different financial measures, both GAAP and non-GAAP, in analyzing and assessing the overall performance of the
business, for making operating decisions and for forecasting and planning for future periods. While our management uses these non-GAAP
financial measures as a tool to enhance their understanding of certain aspects of our financial performance, our management does not consider
these measures to be a substitute for, or superior to, the information provided by GAAP financial statements.
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Consistent with this approach, we believe that disclosing non-GAAP financial measures to the readers of our financial statements provides such

readers with useful supplemental data that, while not a substitute for GAAP financial statements, allows for greater transparency in the review of
our financial and operational performance. In assessing the overall health of the business during the three and twelve months ended September
30, 2021 and 2020, our management has either included or excluded the following items in general categories, each of which is described below.

Adjusted EBITDA

Adjusted EBITDA is defined as net income attributable to Cerence Inc. before net income (loss) attributable to income tax (benefit) expense,
other income (expense) items, net, depreciation and amortization expense, and excluding acquisition-related costs, amortization of acquired
intangible assets, stock-based compensation, and restructuring and other costs, net or impairment charges related to fixed and intangible assets
and gains or losses on the sale of long-lived assets, if any. From time to time we may exclude from Adjusted EBITDA the impact of events, gains,
losses or other charges (such as significant legal settlements) that affect the period-to-period comparability of our operating performance. Other
income (expense) items, net include interest expense, interest income, and other income (expense), net (as stated in our Consolidated
Statement of Operations). Our management and Board of Directors use this financial measure to evaluate our operating performance. It is also a
significant performance measure in our annual incentive compensation programs.

Restructuring and other costs, net.

Restructuring and other charges, net include restructuring expenses as well as other charges that are unusual in nature, are the result of
unplanned events, and arise outside the ordinary course of our business such as employee severance costs, costs for consolidating duplication
facilities, and separation costs directly attributable to the Cerence business becoming a standalone public company.

Acquisition-related costs, net.

In the past, we have completed a number of acquisitions, which result in operating expenses, which would not otherwise have been incurred.
We provide supplementary non-GAAP financial measures, which exclude certain transition, integration and other acquisition-related expense
items resulting from acquisitions, to allow more accurate comparisons of the financial results to historical operations, forward looking guidance
and the financial results of less acquisitive peer companies. We consider these types of costs and adjustments, to a great extent, to be
unpredictable and dependent on a significant number of factors that are outside of our control. Furthermore, we do not consider these
acquisition-related costs and adjustments to be related to the organic continuing operations of the acquired businesses and are generally not
relevant to assessing or estimating the long-term performance of the acquired assets. In addition, the size, complexity and/or volume of past
acquisitions, which often drives the magnitude of acquisition related costs, may not be indicative of the size, complexity and/or volume of future
acquisitions. By excluding acquisition-related costs and adjustments from our non-GAAP measures, management is better able to evaluate our
ability to utilize our existing assets and estimate the long-term value that acquired assets will generate for us. We believe that providing a
supplemental non-GAAP measure, which excludes these items allows management and investors to consider the ongoing operations of the
business both with, and without, such expenses.
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These acquisition-related costs fall into the following categories: (i) transition and integration costs; (ii) professional service fees and expenses;
and (iii) acquisition-related adjustments. Although these expenses are not recurring with respect to past acquisitions, we generally will incur
these expenses in connection with any future acquisitions. These categories are further discussed as follows:

(i) Transition and integration costs. Transition and integration costs include retention payments, transitional employee costs, and earn-out

payments treated as compensation expense, as well as the costs of integration-related activities, including services provided by third-
parties.

(ii) Professional service fees and expenses. Professional service fees and expenses include financial advisory, legal, accounting and other
outside services incurred in connection with acquisition activities, and disputes and regulatory matters related to acquired entities.

(iii) Acquisition-related adjustments. Acquisition-related adjustments include adjustments to acquisition-related items that are required to be
marked to fair value each reporting period, such as contingent consideration, and other items related to acquisitions for which the
measurement period has ended, such as gains or losses on settlements of pre-acquisition contingencies.

Amortization of acquired intangible assets.

We exclude the amortization of acquired intangible assets from non-GAAP expense and income measures. These amounts are inconsistent in
amount and frequency and are significantly impacted by the timing and size of acquisitions. Providing a supplemental measure which excludes
these charges allows management and investors to evaluate results “as-if” the acquired intangible assets had been developed internally rather
than acquired and, therefore, provides a supplemental measure of performance in which our acquired intellectual property is treated in a
comparable manner to our internally developed intellectual property. Although we exclude amortization of acquired intangible assets from our
non-GAAP expenses, we believe that it is important for investors to understand that such intangible assets contribute to revenue generation.
Amortization of intangible assets that relate to past acquisitions will recur in future periods until such intangible assets have been fully
amortized. Future acquisitions may result in the amortization of additional intangible assets.

Non-cash expenses.

We provide non-GAAP information relative to the following non-cash expenses: (i) stock-based compensation; and (ii) non-cash interest. These
items are further discussed as follows:

(i) Stock-based compensation. Because of varying valuation methodologies, subjective assumptions and the variety of award types,
we exclude stock-based compensation from our operating results. We evaluate performance both with and without these
measures because compensation expense related to stock-based compensation is typically non-cash and awards granted are
influenced by the Company’s stock price and other factors such as volatility that are beyond our control. The expense related to
stock-based awards is generally not controllable in the short-term and can vary significantly based on the timing, size and nature

of awards granted. As such, we do not include such charges in operating plans. Stock-based compensation will continue in future
periods.
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i) Non-cash interest. We exclude non-cash interest because we believe that excluding this expense provides management, as well as
other users of the financial statements, with a valuable perspective on the cash-based performance and health of the business,
including the current near-term projected liquidity. Non-cash interest expense will continue in future periods.

Other expenses.

We exclude certain other expenses that result from unplanned events outside the ordinary course of continuing operations, in order to measure
operating performance and current and future liquidity both with and without these expenses. By providing this information, we believe
management and the users of the financial statements are better able to understand the financial results of what we consider to be our organic,
continuing operations. Included in these expenses are items such as other charges (credits), net, losses from extinguishment of debt, and
changes in indemnification assets corresponding with the release of pre-spin liabilities for uncertain tax positions.

Bookings.

Bookings is defined as the amount of revenue we expect to earn from an agreement with our customers for products and services. To count as a
booking, we expect there to be persuasive evidence of an arrangement, which may be evidenced by a legally binding document or documents,
and that the collectability of the amounts payable under the arrangement are reasonably assured. The revenue we may actually recognize from
our estimated bookings is subject to multiple factors, including but not limited to the timing of satisfying performance obligations, potential
terminations, or changes in the scope of programs utilizing our technology and currency fluctuations. There is no comparable GAAP financial
measure.

Key performance indicators

We believe that providing key performance indicators (“KPIs”), allows investors to gain insight into the way management views the performance
of the business. We further believe that providing KPIs allows investors to better understand information used by management to evaluate and
measure such performance. KPIs should not be considered superior to, or a substitute for, operating results prepared in accordance with GAAP.
In assessing the performance of the business during the three months ended September 30, 2021, our management has reviewed the following
KPls, each of which is described below:

. Percent of worldwide auto production with Cerence Technology: The number of Cerence enabled cars shipped as compared to IHS Markit car
production data.

. Average contract duration: The weighted average annual period over which we expect to recognize the estimated revenues from new license and
connected contracts signed during the quarter, calculated on a trailing twelve months (“TTM”) basis and presented in years.

. Repeatable software contribution: The percentage of repeatable revenues as compared to total GAAP revenue in the quarter on a TTM basis.
Repeatable revenues are defined as the sum of License and Connected Services revenues.

. Change in number of Cerence connected cars shipped: The year over year change in the number of cars shipped with Cerence connected
solutions. Amounts calculated on a TTM basis.

. Growth in billings per car: The rate of growth calculated from the average billings per car based on a TTM basis, excluding legacy contract and
adjusted for prepay usage.
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See the tables at the end of this press release for non-GAAP reconciliations to the most directly comparable GAAP measures.

To learn more about Cerence, visit www.cerence.com, and follow the company on LinkedIn and Twitter.

About Cerence Inc.

Cerence (NASDAQ: CRNC) is the global industry leader in creating unique, moving experiences for the mobility world. As an innovation partner to
the world’s leading automakers and mobility OEMs, it is helping advance the future of connected mobility through intuitive, powerful interaction
between humans and their cars, two-wheelers, and even elevators, connecting consumers’ digital lives to their daily journeys no matter where
they are. Cerence’s track record is built on more than 20 years of knowledge and more than 400 million cars shipped with Cerence technology.
Whether it’s connected cars, autonomous driving, e-vehicles, or buildings, Cerence is mapping the road ahead. For more information, visit
WWWw.cerence.com.

Contact Information

Rich Yerganian

Cerence Inc.

Tel: 617-987-4799

Email: richard.yerganian@cerence.com
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CERENCE INC.
Consolidated Statements of Operations
(in thousands, except per share data)

Three Months Ended Twelve Months Ended
September 30, September 30,
2021 2020 2021 2020
Revenues:
License $ 51,418 $ 46,425 S 202,183 S 164,268
Connected service 25,585 25,360 109,534 97,469
Professional service 21,073 19,457 75,465 69,230
Total revenues 98,076 91,242 387,182 330,967
Cost of revenues:
License 826 439 3,544 2,783
Connected service 5,767 7,026 25,727 31,768
Professional service 15,655 16,190 64,287 64,963
Amortization of intangible assets 1,879 1,929 7,516 8,337
Total cost of revenues 24,127 25,584 101,074 107,851
Gross profit 73,949 65,658 286,108 223,116
Operating expenses:
Research and development 28,705 22,001 112,070 88,899
Sales and marketing 10,586 8,569 38,683 33,398
General and administrative 18,416 12,930 56,979 49,386
Amortization of intangible assets 3,169 3,168 12,690 12,544
Restructuring and other costs, net 2,315 2,733 5,092 16,458
Total operating expenses 63,191 49,401 225,514 200,685
Income from operations 10,758 16,257 60,594 22,431
Interest income 41 22 109 585
Interest expense (3,428) (3,694) (13,997) (22,737)
Other income (expense), net 131 (2,953) 1,563 (23,319)
Income (loss) before income taxes 7,502 9,632 48,269 (23,040)
(Benefit from) provision for income taxes (489) 1,425 2,376 (4,724)
Net income (loss) S 7,991 S 8,207 $ 45,893 S (18,316)
Net income (loss) per share:
Basic 0.21 0.22 1.22 (0.50)
Diluted 0.20 0.21 1.17 (0.50)
Weighted-average common share outstanding:
Basic 38,015 36,765 37,752 36,428
Diluted 39,748 39,041 39,289 36,428
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CERENCE INC.
Consolidated Balance Sheets
(in thousands, except per share amounts)

ASSETS
Current assets:

Cash and cash equivalents
Marketable securities
Accounts receivable, net of allowances of $395 and $1,394 at September 30, 2021 and September 30, 2020,
respectively
Deferred costs
Prepaid expenses and other current assets

Total current assets
Long-term marketable securities
Property and equipment, net
Deferred costs
Operating lease right of use assets
Goodwill
Intangible assets, net
Deferred tax assets
Other assets

Total assets

LIABILITIES AND STOCKHOLDERS' EQUITY

Current liabilities:
Accounts payable
Deferred revenue
Short-term operating lease liabilities
Short-term debt
Accrued expenses and other current liabilities
Total current liabilities
Long-term debt, net of discounts and issuance costs
Deferred revenue, net of current portion
Long-term operating lease liabilities
Other liabilities
Total liabilities
Stockholders' Equity:
Common stock, $0.01 par value, 560,000 shares authorized as of September 30, 2021; 38,025 shares issued and
outstanding as of September 30, 2021
Accumulated other comprehensive income
Additional paid-in capital
Retained earnings (accumulated deficit)
Total stockholders' equity
Total liabilities and stockholders' equity

Cerence. All rights reserved

s A

Press Release

November 22, 2021

September 30, September 30,
2021 2020
128,428 136,067
30,435 11,662
45,560 50,900
6,095 7,256
76,530 44,220
287,048 250,105
7,339 -
31,505 29,529
31,702 38,161
14,901 20,096
1,128,511 1,128,198
25,348 45,616
159,293 160,974
20,081 14,938
1,705,728 1,687,617
11,636 8,447
78,394 112,156
4,562 5,700
6,250 6,250
64,467 66,078
165,309 198,631
265,093 266,872
198,343 212,573
12,216 17,821
32,822 31,649
673,783 727,546
381 369
1,634 3,711
1,002,353 974,307
27,577 (18,316)
1,031,945 960,071
1,705,728 1,687,617
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CERENCE INC.
Consolidated Statements of Cash Flows
(in thousands)

Twelve Months Ended
September 30,
2021 2020

Cash flows from operating activities:
Net income (loss) S 45,893 S (18,316)
Adjustments to reconcile net income (loss) to net cash provided by
operating activities:

Depreciation and amortization 29,661 30,041
(Benefit from) provision for doubtful accounts (415) 704
Stock-based compensation expense 60,555 47,285
Non-cash interest expense 5,013 5,286
Loss on debt extinguishment - 19,279
Deferred tax benefit (4,419) (10,568)
Other (606) -
Changes in operating assets and liabilities:
Accounts receivable 5,751 15,154
Prepaid expenses and other assets (30,661) (30,311)
Deferred costs 6,984 (1,381)
Accounts payable 3,411 (2,430)
Accrued expenses and other liabilities (1,125) 26,040
Deferred revenue (45,653) (35,994)
Net cash provided by operating activities 74,389 44,789
Cash flows from investing activities:
Capital expenditures (12,047) (19,012)
Purchases of marketable securities (42,471) (11,663)
Sale and maturities of marketable securities 16,350 -
Purchase of debt securities (2,000) -
Payments for equity securities (2,563) -
Other investing activities 1,100 -
Net cash used in investing activities (41,631) (30,675)
Cash flows from financing activities:
Net transactions with Parent - 12,964
Distributions to Parent - (152,978)
Proceeds from long-term debt, net of discount - 547,719
Payments for long-term debt issuance costs (520) (6,402)
Principal payments of long-term debt (6,252) (271,563)
Common stock repurchases for tax withholdings for net settlement of equity awards (45,769) (9,369)
Principal payments of lease liabilities arising from a finance lease (486) (136)
Proceeds from the issuance of common stock 11,522 1,318
Net cash (used in) provided by financing activities (41,505) 121,553
Effects of exchange rate changes on cash and cash equivalents 1,108 400
Net change in cash and cash equivalents (7,639) 136,067
Cash and cash equivalents at the beginning of the period 136,067 -
Cash and cash equivalents at the end of the period S 128,428 S 136,067
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CERENCE INC.

Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures

(unaudited - in thousands)

GAAP revenue

GAARP gross profit
Stock-based compensation
Amortization of intangible assets
Non-GAAP gross profit
GAAP gross margin
Non-GAAP gross margin

GAAP operating income
Stock-based compensation
Amortization of intangible assets
Restructuring and other costs, net

Non-GAAP operating income

GAAP operating margin

Non-GAAP operating margin

GAAP net income (loss)
Stock-based compensation
Amortization of intangible assets
Restructuring and other costs, net
Depreciation
Total other income (expense), net
(Benefit from) provision for income taxes
Adjusted EBITDA

GAAP net income (loss) margin
Adjusted EBITDA margin

Three Months Ended

Press Release

November 22, 2021

Twelve Months Ended

September 30, September 30,
2021 2020 2021 2020
$ 98,076 $ 91,242 387,182 $ 330,967
S 73,949 $ 65,658 286,108 $ 223,116
815 1,588 5,760 5,573
1,879 1,929 7,516 8,337
$ 76,643 $ 69,175 299,384 $ 237,026
75.4% 72.0% 73.9% 67.4%
78.1% 75.8% 77.3% 71.6%
$ 10,758 $ 16,257 60,594 S 22,431
18,376 14,331 60,555 47,285
5,048 5,097 20,206 20,881
2,315 2,733 5,092 16,458
S 36,497 $ 38,418 146,447 S 107,055
11.0% 17.8% 15.7% 6.8%
37.2% 42.1% 37.8% 32.3%
$ 7,991 $ 8,207 45,893 S (18,316)
18,376 14,331 60,555 47,285
5,048 5,097 20,206 20,881
2,315 2,733 5,092 16,458
2,337 2,240 9,455 9,160
(3,256) (6,625) (12,325) (45,471)
(489) 1,425 2,376 (4,724)
$ 38,834 § 40,658 155,902 $ 116,215
8.1% 9.0% 11.9% -5.5%
39.6% 44.6% 40.3% 35.1%

Cerence. All rights reserved
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CERENCE INC.
Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures (cont.)
(unaudited - in thousands, except per share data)

Three Months Ended Twelve Months Ended
September 30, September 30,
2021 2020 2021 2020
GAAP net income (loss) S 7991 S 8207 S 45,893 $ (18,316)
Stock-based compensation 18,376 14,331 60,555 47,285
Amortization of intangible assets 5,048 5,097 20,206 20,881
Restructuring and other costs, net 2,315 2,733 5,092 16,458
Loss on debt extinguishment - - - 19,279
Non-cash interest expense 1,283 1,261 5,013 5,286
Indemnification asset release - 1,215 - 1,215
Adjustments to income tax expense (6,599) (6,841) (29,582) (26,742)
Non-GAAP net income S 28,414 $ 26,003 S 107,177 S 65,346
Adjusted EPS:
GAAP Numerator:
Net income (loss) attributed to common shareholders S 7,991 S 8,207 5 45,893 S (18,316)
Non-GAAP Numerator:
Net income attributed to common shareholders S 28,414 S 26,003 S 107,177 S 65,346
Interest on Convertible Senior Notes, net of tax 1,019 998 4,043 1,323
Net income attributed to common shareholders - diluted S 29,433 $ 27,001 S 111,220 S 66,669
GAAP Denominator:
Weighted-average common shares outstanding - basic 38,015 36,765 37,752 36,428
Adjustment for diluted shares 1,733 2,276 1,537 -
Weighted-average common shares outstanding - diluted 39,748 39,041 39,289 36,428
Non-GAAP Denominator:
Weighted-average common shares outstanding- basic 38,015 36,765 37,752 36,428
Adjustment for diluted shares 6,410 6,952 6,214 2,747
Weighted-average common shares outstanding - diluted 44,425 43,717 43,966 39,175
GAAP net income (loss) per share - diluted $ 020 $ 021 $ 117 S (0.50)
Non-GAAP net income per share - diluted S 0.66 S 062 S 253 $ 1.70
GAAP net cash provided by operating activities S 23,321 §$ 26,212 $ 74,389 $ 44,789
Capital expenditures (3,992) (2,937) (12,047) (19,012)
Free Cash Flow $ 19,329 $ 23,275 S 62,342 S 25,777

Cerence. All rights reserved



%(em% Press Release November 22, 2021

CERENCE INC.
Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures (cont.)
(unaudited - in thousands)

Q4FY21 Q3FY21 Q2FY21 Q1FY21
GAAP revenues S 98,076 S 96,801 S 98,662 $ 93,643
Less: Professional services revenue 21,073 16,538 16,555 21,299
Non-GAAP Repeatable revenues 5 77,003 S 80,263 S 82,107 $ 72,344
GAAP revenues TTM 5 387,182
Less: Professional services revenue TTM 75,465
Non-GAAP Repeatable revenues TTM S 311,717

Repeatable software contribution 81%

Cerence. All rights reserved
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CERENCE INC.

Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures (cont.)

(unaudited - in thousands)

GAAP revenue

GAARP gross profit

Stock-based compensation
Amortization of intangible assets
Non-GAAP gross profit

GAAP gross margin

Non-GAAP gross margin

GAAP operating income
Stock-based compensation
Amortization of intangible assets
Restructuring and other costs, net
Non-GAAP operating income
GAAP operating margin
Non-GAAP operating margin

GAAP net income

Stock-based compensation
Amortization of intangible assets
Restructuring and other costs, net
Depreciation

Total other income (expense), net
Provision for income taxes
Adjusted EBITDA

GAAP net income margin
Adjusted EBITDA margin

E y . y E A
Press Release November 22, 2021
Q12022 FY2022
Low High Low High
S 91,000 S 96,000 400,000 S 425,000
S 66,000 S 71,000 298,000 S 321,000
1,300 1,300 5,600 5,600
1,900 1,900 3,000 3,000
S 69,200 S 74,200 306,600 $ 329,600
73% 74% 75% 76%
76% 77% 77% 78%
3 11,800 $ 15,300 67,400 S 86,300
10,900 10,900 48,200 48,200
5,000 5,000 14,700 14,700
1,100 1,100 2,300 2,300
S 28,800 S 32,300 132,600 $ 151,500
13% 16% 17% 20%
32% 34% 33% 36%
$ 8,000 S 10,200 33,900 S 43,000
10,900 10,900 48,200 48,200
5,000 5,000 14,700 14,700
1,100 1,100 2,300 2,300
2,300 2,300 11,400 11,400
(3,400) (3,400) (13,500) (13,500)
400 1,700 20,000 29,800
$ 31,100 $ 34,600 144,000 S 162,900
9% 11% 8% 10%
34% 36% 36% 38%

Cerence. All rights reserved
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CERENCE INC.

Reconciliations of GAAP Financial Measures to Non-GAAP Financial Measures (cont.)
(unaudited - in thousands, except per share data)

Q1 2022 FY2022
Low High Low High
GAAP net income S 8,000 $ 10,200 $ 33,900 $ 43,000
Stock-based compensation 10,900 10,900 48,200 48,200
Amortization of intangible assets 5,000 5,000 14,700 14,700
Restructuring and other costs, net 1,100 1,100 2,300 2,300
Non-cash interest expense 1,300 1,300 5,300 5,300
Income tax impact of Non-GAAP adjustments (6,400) (6,000) (11,1200) (5,100)
Non-GAAP net income S 19,900 S 22,500 $ 93,300 $ 108,400
Adjusted EPS:
GAAP Numerator:
Net income attributed to common shareholders S 8,000 $ 10,200 S 33900 $ 43,000
Non-GAAP Numerator:
Net income attributed to common shareholders S 19,900 S 22,500 S 93,300 S 108,400
Interest on Convertible Senior Notes, net of tax 1,000 1,000 4,000 4,000
Net income attributed to common shareholders - diluted S 20,900 S 23,500 S 97,300 $ 112,400
GAAP Denominator:
Weighted-average common shares outstanding - basic 38,800 38,800 39,200 39,200
Adjustment for diluted shares 900 900 900 900
Weighted-average common shares outstanding - diluted 39,700 39,700 40,100 40,100
Non-GAAP Denominator:
Weighted-average common shares outstanding- basic 38,800 38,800 39,200 39,200
Adjustment for diluted shares 5,600 5,600 5,600 5,600
Weighted-average common shares outstanding - diluted 44,400 44,400 44,800 44,800
GAAP net income per share - diluted S 020 $ 0.26 S 08 $ 1.07
Non-GAAP net income per share - diluted S 047 $ 0.53 $ 217 §$ 2.51

Cerence. All rights reserved
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Forward-Looking Statements

This material and any oral statements made in connection with this material include "forward-looking
statements” within the meaning of the Securities Act of 1933 and the Securities Exchange Act of
1934. Statements made which provide the Company’s or management's intentions, beliefs,
expectations or predictions for the future are forward-looking statements and are inherently
uncertain. The opinions, forecasts, projections or other statements other than statements of historical
fact, including, without limitation, plans and objectives of management of the Company are forward-
locking statements. It is important to note that actual results could differ materially from those
discussed in such forward-looking statements. Important factors that could cause actual results to
differ materially include the risk factors and other cautionary statements contained from time to time
in the Company's SEC filings, which may be obtained by contacting the Company or the SEC. These
filings are also available through the Company's web site at http://www.cerence.com or through the
SEC's Electronic Data Gathering and Analysis Retrieval System (EDGAR) at http:/fwww.sec.gov. We
undertake no obligation to publicly update or revise any forward-looking statement.
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Cerence Delivers Strong Q4FY21.....

Exceeded quarterly guidance on nearly all profitability metrics despite industry

headwinds

$98.1M

Revenue

7.5%

Year Over
Year
Growth

b cerencer

75.4%
GAAP Gross
Margin

78.1%

Non-GAAP
Gross
Margin

$8.0M

GAAP
Net Income

$38.8M
39.6%

Adjusted
EBITDA

2021 Carnrcn by

$0.20

GAAP EPS
-diluted

Non-GAAP
EPS -diluted




... and Fiscal Year 2021

Met or exceeded original guidance on all metrics despite semi-shortages

0 $45.9M
$387.2M Gﬁig,ﬁs GAAP $1.17 $74.4M

; Net Income GAAP EPS CFFO’
Sevente et 0] ~diluted f1) €FFO equals GAAP

17% 77.3% $155.9M $2.53

Year Over Non-GAAP 40.3"%1
Year Growth Gross

Margin EBITDA

Non-GAAP .
Adjusted EPS -diluted Bookings
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Browse

Innovation
is Key to
Future
Growth

New Product Launches

FY21

Tour Guide Just Talk

Connect




Baidu Maps Award
Bast Ecological Cooparalion Developer of 2020

Gaogong Auto Golden Globe Award

Leading infeligent Voice Supplfer Award -first half
year af 2021 voice supply share leader

I n d u St : Jin Yan (Golden Wild Goose) Awards
ry = 2021 Ching Al Innovative Technology Award
R n t " » 2021 China Al Innovalive Enferprise
ecog n I I o n . Automotive News PACE Award
Far Cerence Pay. Cerence's In-Car Payment Product
of Cerence
= B 2021 Project Voice Awards
L e a d e rs h I p Quistanding Achievement of the Year
Voice Developer of the Year

= Sanjay Dhawan named Voice/Al Executive of the Year
* Independent Voice Al Company of the Year

Wproject

Automalive Voice Al Developer of the Year
Best Use of Synthetic Voices

* AWARDS

. Informa Tech Automotive Award
@) cerence - Soffware Supplier of the Year




Key win in the two-wheeler market

First win in the building mobility market
Building a Strong
Foundation for
Growth

Strong bookings for new products and services

.-’/I

14 new logo wins, including 5 competitive takeaways
(3 in China)

Record number of 174 SoPs
(Start of Production)

"M:ﬂt"\:}i_" 21 Cavirscas I 7




KPIs Indicate Sustainable Growth Potential

%

81%
Repeatable

software revenue

contribution {TTM)

53% 7.9
+20% +8%

Technology (TTM)

NITE: Refier bo the Appendis for more information on kP definitions

b cerencer

Change in number of Cerence Growth In bllings per
doud-connected cars shipped car {TTM over prior
{TTM cver prior year TTM change in year TTM, and
aute production for the same period excludes legacy
according to IHS data ks 9%) contract)
o Ll t
021 Caits W




Adoption KPIs on a Strong Positive Trend
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Long-Term Goal | Key Provider of Al for Mobility
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Financial Summary




Q4 Exceeded Guidance on Most Profitability Metrics

Q4FY21 Q4FY21 Q4FY20
Actual Results Guidance Actual Results
Revenue $98.1M $97M - $101M $91.2M
GAAP Gross Margin 75.4% 74% - 75% 72.0%
Non-GAAP Gross Margin 2! 78.1% TT% - 78% 75.8%
GAAP Operating Margin 11.0% 14% - 17% 17.8%
Non-GAAP Operating Margin 37.2% 35% - 37% 421%
GAAP Net Income $8.0M $3.3M - $6.6M $8.2M
Adjusted EBITDA 12 $38.8M F36M - $39M $40.7M
Adjusted EBITDA Margin ! 39.6% 7% - 39% 44.6%
GAAP Net Income per share — diluted $0.20 $0.08 - $0.17 30.21
Non-GAAP EPS — diluted 12 $0.66 $0.55 - 80.61 $0.62
CFFO $23.3M nia $26.2M

Reminotr

@l Nos-GAAP Eaclides Sogusnns-rEied costs GMSTIATNoN of Boqwrad istongible ameds, MERTRRWAND SPNsE. and Soek-Desed compensation.  Aefer 0 the ADpenTi for mOrE Ifarmatian 0r GAAS 0 non-GAAR recancilaions

) corencer
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Revenue Growth Powered by License and Pro Services

Q4FY21 Q4AFY20 Yo¥ Growth
License: $51.4M §46.4M T 1%
Variable 526.0M $20.9M J (13%)
Fixed' $25.4M $16.5M T 54%
Connected Services: $25.6M $25.4M T 1%
Legacy $16.1M $15.9M T 1%
Professional Services $21.1M $19.4M T 9%
Total Revenue: $98.1M $91.2M 1 8%

"Fixed licensa revanue includas prapaid and minimam commitment deals.
*Exciuding a one-fime accounting adivstment of §1.7M to comect an amortization schedule, year-pvaryear growth would have been 15%

) corencer © 2021 G Wi 13




FY21 Exceeded Guidance on Nearly All Metrics

FY21 FY21 Guidance FY20
Actual Results (Original) Actual Results
Revenue $387.2M $360M - $380M $331.0M
GAAP Gross Margin 73.9% 69% - T1% 67.4%
Non-GAAP Gross Margin T7.3% T2% - T4% 71.6%
GAAP Operating Margin 15.7% 13% - 16% 6.8%
Non-GAAP Operating Margin ! 37.8% 3% - 33% 32.3%
GAAMAP Net Income (Loss) $45.9M $18M - $31M B(18.3M)
Adjusted EBITDA $155.9M $122M - $135M $116.2M
Adjusted EBITDA Margin @ 40.3% 34% - 36% 35.1%
GAAP Net Income (Loss) per share — diluted $1.47 $0.50 - $0.79 $(0.50)
Non-GAAP EPS - diluted $2.53 $1.81-%2.05 $1.70
CFFO $74.4M $62M - $TOM $44.8M
{% conversion of Adjusted EBITDA) 48% 38%

Feminotr
@l Nos-GAAP Eaclides Sogusnns-rEied costs GMSTIATNoN of Boqwrad istongible ameds, MERTRRWAND SPNsE. and Soek-Desed compensation.  Aefer 0 the ADpenTi for mOrE Ifarmatian 0r GAAS 0 non-GAAR recancilaions

) corencer © 021 Cansres e 14




Revenue Growth Powered by License and Pro Services

FY21 FY20 YoY Growth
License: §202.2M $164.3M 1 23%
Variable $131.2M $110.2M T 19%
Fixed' $71.0M $54.1M T 3%
Connected Services: §109.5M $97.5M T 12%
Legacy $63.7M $62 6M T %
Professional Services $75.5M $69.2M T 9%
Total Revenue: $387.2M $331.0M T 17%

'Fired lcenze revenus includes prepaid and minimum commitment deals.
*Exciuding & one-tima sccounting adjustmant of §1.7M fo correct an amortization schedwe, year-over-year growth wouwld have bean 265

) corencer © P01 G W 15




Backlog Increased by $200M to a Record of Approximately $2 Billion
Enables High Revenue Visibility and Stability

Backlog as of September 30, 20211

Connected Pro Services $120M

Services
[Legacy); $150M

License
5934m

Connected
Services [New)
S791M

(1] Thess Agures are estimates and based an exdsing Cusamer comracts and management estimanes shout {utene vehicle shipments The revenus tan we actualy recogrizs from oer backlag is
susiret 1o sevvral factors, meluding the rumber snd timisg of uwhicles cur custsme s ship, gt termireto moer chasges N seope of custneer eantracts snd curnm ey Auctsaonns
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Legacy Contract Revenue Schedule

70

63 64
60
50
$M 41
- 4 34 34
L]

3

2

1 8

0 I

FY20 FY21 FY22 FY23 FY24 FY25 FY26

[=]

=]

=
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Legacy (Toyota) contract
dates back to 2013

One-off contract for
providing connected
services

Customer transitioned to
“New” connected services
model




FY22 Full Year Guidance

FY22E FY21 YoY
Low High Actual Growth

Revenue $400M S425M $387.2M gf?: :_11;2{:}
GAAP Gross Margin 78% T6% 73.9% 110 = 210bps
Nen-GAAP Gross Margin TT% 78% 77.3% (30} - TObps
GAAP Operating Margin 17% 20% 15.7% 130 - 430bps
Non-GAAP Operating Margin = 33% 36% 37.8% (480) - (180)bps
GAAP Net Income $34m $43M $45.9M (26%) - (8%)
Adjusted EBITDA®R F144M $163M $155.9M (8%) - 5%

Adjusted EBITDA Margin ! 36% 38% 40.3% (430) - (230)bps
GAAP EPS - diluted $0.85 $1.07 $1.17 (27%) - (9%)
Non-GAAP EPS — diluted $2.17 $2.51 $2.53 (14%) - (1%)
CFFO $73M $83M S74.4M (2%) - 12%

(% conversion of Adjusted EBITDA) 51% 51% 48%

Factaote:
|2) on-GANF eaxhedes: acquisiio n-refated costs, smortization of acauired intangible 2:eis, resinuchuing expense, and siock-beeed compensation,  Aeferto the Agpendx for =ore imlormartion on GAAP te non-GAAR reconal rtlons
|b] Prra foreea adfusted growah rane excluding che 5230 Secine in legacy comnected revere in FYI2
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Q1FY22 Guidance

Q1FY22E Q1FY21
Low Actual
Revenue F91M $o6M $93.6M {3%) - 3%
GAAP Gross Margin T3% T4% 71.3% 170 -270bps
Non-GAAP Gross Margin = 76% 7% 75.0% 100 — 200bps
GAAP Operating Margin 13% 16% 18.7% (570) - (270)bps
Non-GAAP Operating Margin's! 32% 34% 38.9% (690) — (490)bps
GAAP Net Income £8M F10M $20.9M (62%) — (52%)
Adjusted EBITDA $31M $35M $39.0M (21%) = (10%)
Adjusted EBITDA Margin = 34% 36% 41.6% (7T60) — {560)bps
GAAP EPS - diluted $0.20 $0.26 $0.53 (62%) — (51%)
Non-GAAP EPS - diluted ® $0.47 $0.53 $0.57 (18%) - (7%)
al Bion- GRS eachod o5 acquison-ndated costs, amonmization of assuined ntangible asets, restnuciuning espense, and sock baed compensation.  Acfer 1o the Agpende

fror e |mormation on GRAP b ren-GAAR recanclinhions
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Non-GAAP Financial Measures — Definitions

D ey sion of Non-GAAP Financial Measures

e believe that providing the nen-GAAR infarmalion in addition to the GAAR presentation, allows investors to view the financial resulls in the way
management views the operating resulis. We further believe that providing this informaben allows investors to not only betier understand our financial
parformance, but more importantly, to evaluate the afficacy of the methadalogy and information usad by management to evaluate and measura such
peformance. The non-GAAR information should not be considened superior lo, or a substitule for, financial statements prepared in accondance with GAAR,

We utihze a number of diferent financial measures, bolth GAAP and non-GAAPR, n analyzing and assessing the overall performance of the business, for
making operating decisions and for forecasting and planning for future periods. While our manegement uses these non-GAAR financial measures as a ool
to enhance their understanding of cartain aspects of cur financial performance, our managament does not consider thesa measures to be a substituta for, or
supeniorn to, the information provided by GAAP financial statemants,

Consistent with this approach, we believe that disclosing non-GAAP financial measures bo the readers of our financial statements provides such readers
wilh useful supplemental data that, while nat a substitule for GAAR fnancial statemens, allows for greater ransparency in the review of our financial and
operabonal performance. |n sssessing the oversll health of the business during the three months and twelve endad Seplember 30, 2021 and 2020, cur
managemant has aither included or excleded the following itams in ganaral categories, aach of which is described balow.

Addjusfed EBITDA

Adjusted ERITOA IS defined as net income attributable io Cerence Ine. before net income (loss) attributable o income tax (benefil) expense, ather income
|expense] lems, net, depreclabion and amortzation expenge. and excluding acguisition-relaled costs, amortization of acquired intangible assets, stock-
based compansetion, and restrecturing and other costs, net or impairment charges relatad 1o fixed and intangible essels and gains or losses on the sale of
long-lived assats, if any. From tima to time we may exclude from Adjusted EBITDA the impact of events, gains, lusses or other charges (such as significant
Iegal setllements) that affect the: period-te-pericd comparability of cur operating perfermance. Other income (expense) itlems, net include interest expense,
interest income, and olher incorme (eopense), net (s stated in our Consolidated Staterment of Operations), Our managemant and Board of Direclors use this
financial measere to evaluale our operating performance. |t is also a significant performance rreasure in our annual incenlive compensation programs.

dhcerence ©2021 Carercs e
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Non-GAAP Financial Measures — Definitions

Restruciuning and obhar costs, nel,

Reslruchuring and olher charges, nel mclude restiechaing expenses as well 35 other charges thal are unusual in nature, aie the resull of unplanned evenls,
and anse culside the ordinary course of our busness sech as employes severance costs, costs lor consalidating duplication facilities, and separation costs
directly atiributable to the Cerence business becoming a standslone public company.

Acquisition-relafed cosls, nel,

In recend years, we have comgleled @ number of acpuasilions, which resull in operaling expenses, which would nol olherwise have been incurted, We provide
supplementary non-GAAP linancial measures, which exclude certain fransition, integration and ather acqusibon-related expense (lems resulting Tram
acquisitions, to allow more accurate comparisons of the financial results to historical operations, forward looking guidance and the finencial results of less
acquisitive peer companies. We consider these types of costs and adjustments, to 8 great extent, to be unpredictabde and dependent on a significant number
of factors that are cuiside of our controd. Furthermore, we do not consider these acquisition-related costs and adjustiments to be relatad 1o the organic
continuing opesations af (he acquered businesses and are generally nol relevant to assessing of eslimating 1he long-lerm performance of the acquired assels
In additon, the size, complexity andfor volume of past scquisiions, which often drives the magnitude of scquisilion relaled costs, may nat be indicative of the
size, complexity andior volume of future acowsitions. By excluding scquisiion-related costs and adjustments from our non-GAAP measuwes, managemant s
bettar able to evaleate owr ability to wtilize our existing assets and estimate the long-term valua that acquired assats will generata for us. We believe that
providing a supplamantal non-GAAP measure, which excludes thesa itams allows managemant and investors 1o consider the ongoing operations of the
business bolh wilh, and wilhoul, Sech expenses,

Thess acquistion-ralated costs fall into the following categorias: (i) trenaition and integration costs: (1) professional sanvce fees and expeanses: and (Il
acquisition-related adpestmants. Although these expensas are not recurring with respect to past acquisitions, wa generally will incur these expensas in
connaction with any fulwe acquisiions. These categories are further discussed as follows:

Transition and integration costs. Transition and integration costs include retention payments, transitional employes costs, and eam-out payments treated as
compensalion expense, a5 well 2% the cosls ol integralion-relaled aclivilies, including Services provided by third-parlies,

Professional service fees and epenses. Professional service fees and expanses includa financial advisory, legal, sccounting and other cutside services
incurred in connection with acouesiton aclivilies, and dispules and regulatory matters related to sequired entities.

Acqguisibon-related adpestments. Acquisttion-related adjusiments inchede adjusiments to acquisition-relatad lems that ara required to ba marked to fair value
each reportng period, such a8 contmgent conssteration, and other tems related 10 scquisitions for which the measurement periad has ended, such as gains
or lasses on settlements of pre-acquisition contingencias.

h cerencer © 2021 Canncs Ing 7




Non-GAAP Financial Measures — Definitions

Ampriization of acguined mlargible assels,

We exelude the amortization of acguired intangible assets from non-GAAP expense and income measures, These amownts are meonsistent in amoent and
frequency and are significanty impacted by the timing and slze of acquisiions. Providing a supplemental measure which exchedes thase charges aliows
managemant and imvastors to avaluate results “as- the acquired intangible assats had bean developed intemally rather than acquired and, therafore, provides a
supplemantal measure of parfarmanca in which our acquired intellectual proparty is treated in 8 comparable mannar to our internally developed intellechual proparty.
Although we exclude amorization of acquired inlangible assels from our NoN-GAAP expenses, we believe thal il is important for investors 1o understand thal such
intangible assets contribute lo revenue generation. Amarization of intangible asseis thet relate 1o past acgusitons will recur i felure penods untll such intangible
assats have been fully amorized. Future acquisiions may result in the amartization of additional intangible sssets.

Mon-cash axpensas.
Wil provide non-GAAP informalion relative Lo the folowing non-cash expense:
discussed ag follow

{i}Stock-besed compensation. Because of varying valuation methodologies, subjective assumptions and the vanety of award types, we exclude stock-
based compansation from our operating results. We avaluate performanca both with and without thase measuras bacausa compensation expenss relatad to stock-
based compansation is typically non-cash and awards grantad are influenced by the Company’s stack price and other faciors such as volatility that are beyond our
conlrol. The expense related (o stock-based awards is generally nol conlrollabde in the shorl-term and can vary significantly based on the timing, size and nafure of
awards granted. As such, we do not include such charges in operating plans. Stock-based compensation will contmue in fubure periods,

lijMan-cesh interest. We axcluda non-cash interest bacauss wa belisve that excluding this expense provides managemant, as well as other usars of

the financial stataments, with a valuable perspective on the cash-basad performance and health of the business, incheding the cument near-tarm projectad liguidity.
Mon-cash interest axpensa will confinue in future pariods.

i) slock-based compensation. and (i) non-cash inleresl. These dems ane Rerber

Other expenses,

We exclude cartain other axpensas that result from unplanned avents outside the ordinery course of continuing operations, In order to measure aperating
parformance and currant and future liquidity both with and without these expensas. By providing this information, we believe managemeant and the users of the
financial statarments ara belter abla to understand the financial results of what we considar b be gur organic, continuing operations. Included in these sxpanses are
items such as olher charges (credils), nel, losses from extinguishment of debl, and changes n indemnificalion assels comesponding wilth (he release of pre-spin
liakilities for uneerain tax positions.
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KPIl Measures — Definitions

Key perfarmance indicators

W balieve that providing key parformance indicatars (KPS}, allows investars o gain insight into the way management views the perlofmance ol the business,
We further believe that providing KPIs gllows investors lo better understand information used by management to evaluale and measure such performance. KPls
should not be considered superior 1o, or 3 substitute for, operating resulls prepared in accordance with GAAR. In ass=ssing the performance of the business
during tha thrae months ended Saptembar 30, 2021, our managemsant has reviewad the following KPls, each of which is described below:

. Percenl of worldwide aulo produclion with Cerence Technology: The number of Cerence enabled cars shipped as compared lo IHS Markil car
production data,

. Aversge contract durstion: The weighted average annual perlod over which we expect to recognize the estimated revenues from new licensa and
connactad contrects signad during the quarter, celculated on & treiling twelve months (“TTR") basis end presentad in years.

* Repeatabla software contribution: The percantage of rapaatable revenues as compared o folal GAAP revenue in tha quartar on a TTM basis,
Repeatable revenues are defined as the sum of License and Connecled Senices revenues,

- Change in number of Carence connecled cars shipped: The year aver year changs in the number of cars shipped with Cerence conneclad
saolutions. Amaounts calculated on a TTM basis.

. Growth in billings per car- The rate of growth calculated from the average billings per car basad on a trailing kel manth comparison while
excluding lagacy contract and adjusted for prapay usage.
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Q4FY21 Reconciliations of GAAP to non-GAAP Results
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Calculation of Repeatable Revenue Software Contribution

funaudited - in thousands|

Q4FY21 Q3FY21 O2FY21 Q1FY21

GAAP revenues 5 98076 § 96,801 S og,662 5 93,643
Less: Professional services revenus 21,073 15,538 16,555 21,289
Mon-GAAP Repeatable revenues -4 77003 5 20,263 & 2107 & 72344
GAAP revenues TTM 5 387,182

Less: Professional services revenue TTM 75,455

Mon-GAAP Repeatable revenues TTM 5 311717

Repeatable software contribution 1%
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Q1FY22 and FY22 Reconciliations of GAAP to non-GAAP Guidance

i cerencer

{umandited - in thowands]

GAAPF revenue

GAAP gresd prafit

Stock-besed compensation
Ammeetization of intang/kie assets
MNaon-GALP grass profit

GAAP grosd margin
Mon-EALP gross mangn

GAAF operating income
Stock-BRied compansaticn
Amortization of intangible assets
Restrusturing and ather seuts, nat
Nan-GAAP operating incomie
GAAP eparating margin
Mon-EALF operating mangin

GAAF net income

Stock-BRied compansaticn
Amortization of intangbie assets
Restrusturing and athar seuts, nat
Dieprecizstion

Totel ather income [expense], net
Prewision far inceme taxes
Adjusted EBITDA
GAAF net income margin
Adjuited IMTOA margin

a1 2022 FY2022

Low High Low High
§ 91000 & 96000 AGo000 & a28,000
§ 66000 § 7m0 000§ B21,000
1,300 1,300 3.600 3,600
1,900 1.860 5,000 3,000
5 59,200 5 T4, 200 306,600 5 329,600
F 1% 7% N 764
TEH et T TEN
5 11,800 % 15,300 s7.400 5 86,300
19,900 10,900 4,200 ag, 260
3,000 3,000 14,700 14,700
1,100 1460 2,500 2,300
3 28800 & 32,300 132600 § 151,500
13 16% 174 0%
EFEY 3% 33% 36N
5 8000 5 10,200 3zs00 5 a&3.000
19,900 10,900 4,200 ag, 260
3,000 3,000 14,700 14,700
1,100 1.460 2,500 2,300
2.300 Z,300 11,400 11,400
{3,400 (3400} [13.500| {13,300)
400 1,700 20,000 29,800
§ 31,100 % 34,600 144000 § 162,900
9% 11% Bk 10%
Bk ek Bk s
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e}




Q1FY22 and FY22 Reconciliations of GAAP to non-GAAP Guidance

[Paukied - in hentands, crert Bor SAaE 3| 0l 2022 FYz022
Low High Low High
GRAP et ncome 3 LE in,z00 $ 33900 § 43,000
Steck-saing compansatian L8 L83 A8 43,200
Amartigatian 3 isiangkls alisti 5,000 5,009 14,700 4,7
Mm.linshn! Other costs, net 1,100 1,109 2,300 2,300
Morermin interest enpense 1,390 1,399 5,300 3,300
Income e impact of Nen-GAAR sdjustmants |g.a0a) [E.c0a) Jt1.100} (2.200]
Mon-GASP net income $ 19900 5 22500 4 93300 § 105400
Adjusted TP
GAAF Numeratar;
et incame abirisuted to comman shanehclders H BO0d § 0200 § 53800 § 43,000
MNon-GAAF Numersbor:
Het income atirisuted to common shanehelders 5 18,800 5 22,300 3 93300 § 105400
Interest an Comertiche Senior Notes, net of tax 1.000 1,000 9,000 4,000
HEt income attrisuted to commen shaneholderns - ciluted §  mson 5 2350 F 97300 5 L2400
BAAP Derorminatar
W ERtad-SVar e SEmman ing SUtiteRding - Bai LR e 0.200 2o
Miuslfﬂ!ﬂtfbfﬂluttﬂ sharnes 920 900 200 %00
Weigntad-susraze comimen shenes outstncing - dlutsd 39,700 39,700 an,100 40,100
Non-GAAF Dencminator:
weiErmeﬂ-werus: mmsnmamﬂrﬁ- Dmsic 35,800 38,800 39,200 28,200
Agjustment fer diuted thanes A0 .60 2600 2,600
weiErmeﬂ-werus: mmsnmamﬂm-dlm 44,400 44,800 44,800 44,500
GOAP met income per share - diluted 3 oz 5 0% % ass 5 107
Blan-GAMF net incame per share - diluted 3 LR L2 . zaT & 181
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