


Safe Harbor Statement  

 



Use of Non-GAAP Financial Information 



Financial Highlights for Fiscal Q3’14 

• Storage shipments grew 8% year-over-year to 50.8 exabytes.  
 

• Achieved revenue of $3.4 billion. 
 

• Non-GAAP gross margin of 28.5%. 
 

• Non-GAAP diluted EPS of $1.34. 
 

• Generated $443 million in operating cash flow and $319 million in free cash flow. 
 

• Returned a total of $324 million to shareholders. 
 

• Paid quarterly cash dividend of $0.43 per share. 

 
 

 

 

 

 



Q3 Product and Technology Development 

• Debuted two new Kinetic development tools at the Open Compute Project 

Summit: the Kinetic Ethernet Drive and Kinetic T-Card development adapter. 

Also added Scality to Seagate’s list of partners developing storage solutions 

on the Kinetic Open Storage platform. 
 

• Launched Seagate’s seventh generation HDD targeted for the surveillance 

and video analytics market, the industry’s highest capacity drive specifically 

designed for surveillance applications. 
 

• Began shipping a 12Gb/s SAS 6TB Nearline Enterprise drive, the world’s 

fastest Nearline Enterprise Hard Drive. 
 

• Introduced a number of leading products under the LaCie brand, including: 

the industry’s first 5 TB external Hard Drive; Little Big Disk, the fastest 

portable external storage solution; and 8big Rack, 5big and 2big, products 

ideally suited for 4k workflows.  
 

 

 

 

 

 



Quarterly Financial Trends and Metrics 
 

1. See slide 15 in this packet for GAAP reconciliation. 

2. Q3’13 dividend payment pulled forward to December 2012. 

 

Q3'12 Q4'12 Q1'13 Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14

ASP $73 $67 $63 $62 $63 $63 $62 $62 $61

Revenue ($M) 4,450 4,482 3,732 3,668 3,526 3,425 3,489 3,528 3,406

Gross Margin % 37.0% 33.1% 28.4% 27.0% 26.9% 27.4% 28.0% 28.0% 28.2%

Operating Expenses ($M) 431 427 437 437 483 491 497 543 515

Operating Income ($M) 1210 1057 624 555 465 448 478 444 444

Net Income ($M) 1146 1013 582 492 416 348 427 428 395

Basic EPS $2.57 $2.46 $1.48 $1.33 $1.16 $0.97 $1.20 $1.27 $1.21

Diluted EPS $2.48 $2.37 $1.42 $1.30 $1.13 $0.94 $1.16 $1.24 $1.17

Non-GAAP Results1

Gross Margin % 37.5% 33.6% 29.0% 27.6% 27.6% 28.0% 28.5% 28.5% 28.5%

Operating Expenses ($M) 383 404 410 430 446 464 469 496 470

Operating Income ($M) 1,286 1,100 671 581 526 494 526 508 500

Net Income ($M) 1,222 1,028 594 523 464 447 473 455 453

Basic EPS $2.74 $2.50 $1.51 $1.42 $1.30 $1.25 $1.32 $1.35 $1.39

Diluted EPS $2.64 $2.41 $1.45 $1.38 $1.26 $1.20 $1.29 $1.32 $1.34

End of Qtr Actual Share Count (M) 433 396 386 358 358 359 359 328 326

Basic Share O/S for EPS (M) 446 411 394 369 358 359 357 336 327

Diluted Shares O/S for EPS (M) 463 427 409 379 369 371 368 346 338

Dividend Per Share Paid2
$0.25 $0.25 $0.32 $0.32 $0.38 $0.38 $0.38 $0.43 $0.43

Shares Repurchased (M) 43 45 20 30 3 1 4 33 4

Fiscal YTD Shares Repurchased (M) 56 101 20 50 53 54 4 37 41

HDD TAM (M) 147         157         139         136         136         133         140          142          138          

Share 41% 42% 42% 43% 41% 40% 40% 40% 40%

Exabytes Shipped (HDD Only) 40.9        45.5        42.5        47.9        47.2        45.9        48.9         52.2         50.8         

Average Capacity per Drive 673         690         731         823         848         852         878          922          920          



Revenue and Gross Margin 
 



Exabytes Shipped and Average Capacity per Drive 
 

Footnote: 

–



Channel and Product Mix Trends 
 

Q3'12 Q4'12 Q1'13 Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14

Revenue by Channel

OEM 73% 74% 66% 67% 67% 71% 68% 66% 66%

Distributors 21% 19% 24% 21% 20% 18% 21% 21% 20%

Retail 6% 7% 10% 12% 13% 11% 11% 13% 14%

Enterprise Units (Millions)

Enterprise 7.4 8.5 6.3 7.3 7.5 8.2 8.1 7.8 7.7

Compute Units (Millions)

Desktop 23.8 23.9 20.4 21.9 19.6 18.6 19.1 19.2 19.8

Notebook 20.1 22.4 20.3 17.3 17.0 16.1 17.2 16.9 16.4

Non Compute Units (Millions)

Consumer Electronics 6.9 7.4 5.8 5.6 5.8 6.1 6.2 6.7 5.4

Branded 2.7 3.8 5.2 6.0 5.7 4.8 5.1 6.2 5.9

Total Units 60.7 65.9 58.0 58.2 55.7 53.9 55.7 56.6 55.2



Cash Flow and Operational Trends 
 

Q3'12 Q4'12 Q1'13 Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14

Cash1 ($M) 2,144 2,211 2,470 1,970 2,010 2,289 2,521 2,343 2,310

Debt ($M) 2,862 2,863 2,870 2,818 2,478 2,777 2,773 3,572 3,514

Cash Flow From Operations ($M) 938 1,445 1,132 844 683 388 682 856 443

Capital Expenditures ($M)2 136 139 263 164 231 128 161 143 124

Free Cash Flow ($M)3 802 1,306 869 680 452 260 521 713 319

Cash Flow From Operations ($M) 938 1,445 1,132 844 683 388 682 856 443

Redemption of Ordinary Shares ($M) 981 1,254 639 871 102 42 182 1,520 184

Dividends ($M) 112 106 127 250 4 137 135 142 140

YTD Percent Return of OCF4 79% 86% 68% 95% 75% 71% 46% 129% 116%

Days Sales Outstanding 51 47 41 41 40 44 42 42 44

Days Inventory Outstanding 27 28 29 27 29 31 32 34 31

Days Payables Outstanding 70 69 62 57 60 62 61 56 50

Cash Conversion Cycle 8 5 8 11 10 14 13 19 25

Inventory Turns 13 13 13 13 12 12 12 11 12

Worldwide Headcount 57,528 58,285 56,113 54,973 53,268 53,806 53,002 52,650 51,099



Cash Flow and Return to Shareholders 
 



Dividend per Share Paid History 
 

Footnote: 

–

28% 

19% 

13% 



Long Term Debt Profile 

Senior Notes 6.80% 16-Oct $334 

Senior Notes 3.75% 18-Nov $800 

Senior Notes 7.75% 18-Dec $238 

Senior Notes 6.875% 20-May $572 

Senior Notes 7.00% 21-Nov $570 

Senior Notes 4.75% 23-Jun $1,000 

Total 5.63%
1 $3,514 

Facility Rate Due
Carrying 

Value $M



Long Term Debt Profile 



GAAP to Non-GAAP Reconciliations 
($ Millions) Q3'12 Q4'12 Q1'13 Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14

GAAP net income $1,146 $1,013 $582 $492 $416 $348 $427 $428 $395

Non-GAAP adjustments: 

A. Cost of revenue 27 20 20 19 24 19 20 17 11

B. Product development 21 4 4 3 11 2 3 3 0

B. Marketing and administrative 9 1 4 (17) 5 4 3 3 17

C. Amortization of intangibles 18 18 19 20 20 20 20 25 26

D. Restructuring and other, net 1 0 0 1 1 1 2 16 2

E. Other expense, net 0 0 (35) 5 (13) 106 (2) (31) 2

F. Benefit from income taxes 0 (28) 0 0 0 (53) 0 (6) 0

Non-GAAP net income $1,222 $1,028 $594 $523 $464 $447 $473 $455 $453

Diluted net income per share:

GAAP $2.48 $2.37 $1.42 $1.30 $1.13 $0.94 $1.16 $1.24 $1.17

Non-GAAP $2.64 $2.41 $1.45 $1.38 $1.26 $1.20 $1.29 $1.32 $1.34

Shares used in diluted net income share calculation 463 427 409 379 369 371 368 346 338



GAAP to Adjusted EBITDA Reconciliations 
($ Millions) Q3'12 Q4'12 Q1'13 Q2'13 Q3'13 Q4'13 Q1'14 Q2'14 Q3'14

Income Before Income Taxes $1,159 $1,013 $600 $499 $430 $302 $440 $442 $390

EBITDA adjustments: 

Depreciation 189 182 176 181 184 185 191 189 185

Amortization 35 35 36 37 37 37 37 40 26

Interest Income (2) (2) (2) (2) (2) (2) (5) (1) (1)

Interest Expense 59 55 55 55 53 50 44 49 52

EBITDA $1,440 $1,283 $865 $770 $702 $572 $707 $719 $652

Non-GAAP Adjustments

A. Costs of Revenue $10 $3 $0 $2 $7 $2 $2 $2 $11

A. Product Development $21 $4 $4 $3 $11 $2 $3 $3 $0

B. Marketing and administrative $9 $1 $4 ($17) $5 $4 $3 $3 $17

C. Restructuring and other, net $1 $0 $0 $1 $1 $1 $2 $16 $2

D. Other expense, net $0 $0 ($35) $5 ($13) $106 ($2) ($31) $2

Adjusted EBITDA $1,481 $1,291 $838 $764 $713 $687 $715 $712 $684




