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Forward Looking Statements
This presentation contains “forward-looking statements” as defined in the Private Securities Litigation Reform Act of 1995. The words
“anticipate”, “believe”, “estimate”, “expect”, “intend”, “will”, “should” and similar expressions, as they relate to us, are intended to identify
forward-looking statements. These statements reflect management’s current beliefs, assumptions and expectations and are subject to a
number of factors that may cause actual results to differ materially. Such factors include but are not limited to: our ability to address our
business challenges in order to reverse revenue declines, reduce costs and increase productivity so that we can invest in and grow our
business; changes in economic conditions, political conditions, trade protection measures, licensing requirements and tax laws in the United
States and in the foreign countries in which we do business; changes in foreign currency exchange rates; our ability to successfully develop
new products, technologies and service offerings and to protect our intellectual property rights; the risk that multi-year contracts with
governmental entities could be terminated prior to the end of the contract term and that civil or criminal penalties and administrative sanctions
could be imposed on us if we fail to comply with the terms of such contracts and applicable law; the risk that partners, subcontractors and
software vendors will not perform in a timely, quality manner; actions of competitors and our ability to promptly and effectively react to
changing technologies and customer expectations; our ability to obtain adequate pricing for our products and services and to maintain and
improve cost efficiency of operations, including savings from restructuring actions; the risk that individually identifiable information of
customers, clients and employees could be inadvertently disclosed or disclosed as a result of a breach of our security systems; reliance on
third parties, including subcontractors, for manufacturing of products and provision of services; our ability to manage changes in the printing
environment and markets and expand equipment placements; interest rates, cost of borrowing and access to credit markets; funding
requirements associated with our employee pension and retiree health benefit plans; the risk that our operations and products may not
comply with applicable worldwide regulatory requirements, particularly environmental regulations and directives and anti-corruption laws; the
outcome of litigation and regulatory proceedings to which we may be a party; the risk that we do not realize all of the expected strategic and
financial benefits from the separation and spin-off of our Business Process Outsourcing business; and other factors that are set forth in the
“Risk Factors” section, the “Legal Proceedings” section, the “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” section and other sections of our Quarterly Reports on Form 10-Q for the quarters ended March 31, 2017, June 30, 2017 and our
2016 Annual Report on Form 10-K, as well as Current Reports on Form 8-K filed with the Securities and Exchange Commission (“SEC”).
Xerox assumes no obligation to update any forward-looking statements as a result of new information or future events or developments,
except as required by law.
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Forward Looking Statements
Fuji Xerox Co., Ltd. (“Fuji Xerox”) is a joint venture between Xerox Corporation and Fujifilm Holdings Corporation (“Fujifilm”) in which Xerox
holds a noncontrolling 25% equity interest and Fujifilm holds the remaining equity interest. Given our status as a minority investor, we have
limited contractual and other rights to information with respect to Fuji Xerox matters. In April 2017, Fujifilm publicly announced it had formed
an independent investigation committee (“IIC”) to primarily conduct a review of the appropriateness of the accounting practices at Fuji Xerox’s
New Zealand subsidiary and at other subsidiaries. Fujifilm publicly announced that the IIC completed its review during the second quarter
2017 and identified aggregate adjustments to Fuji Xerox’s financial statements of approximately JPY 40 billion (approximately $360 million
based on the Yen/U.S. Dollar spot exchange rate at March 31, 2017 of 111.89). The adjustments primarily related to misstatements at Fuji
Xerox’s New Zealand and Australian subsidiaries, as well as certain other adjustments. We determined that our cumulative share of the
revised amount of total adjustments identified as part of the investigation was approximately $90 million and impacted our fiscal years 2009
through 2017. Based on our procedures, as well as those performed by Fuji Xerox and Fujifilm, we concluded that the cumulative correction
of the misstatements in our historical financial statements would have had a material effect on our current year consolidated financial
statements. Accordingly, we concluded that we should revise our previously issued annual and interim consolidated financial statements for
2014, 2015 and 2016 and the first quarter of 2017 the next time they are filed. The Fujifilm audited financial statements were issued in Japan
on July 31, 2017, and our review of this matter has been completed. However, Fujifilm and Fuji Xerox continue to review Fujifilm’s oversight
and governance of Fuji Xerox as well as Fuji Xerox’s oversight and governance over its businesses in light of the findings of the IIC. In
addition, at this time, we can provide no assurances relative to the outcome of any potential governmental investigations or any
consequences thereof that may happen as a result of this matter.
For other related information, please visit the Company’s investor relations website at https://www.xerox.com/investor.
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Xerox Investment Proposition
Global Market Leader

Strong global brand
#1 share in key
segments

Disciplined Operator –
Leaner and more
competitive

Improving Revenue
Trajectory Over Time

Strong Post Sale Driven
Cash Flow

Sustainable
Shareholder
Returns

$1.5B+ Strategic
Transformation
underway

Strengthen
Workplace Solutions
Portfolio

Post Sale >75% of
revenue

Investment grade
credit profile

Enables margin
expansion &
investment

Increase
participation in SMB
& mid-market

Strong free cash flow
(FCF) 1

Target >50% of FCF1
returned through
dividends and share
repurchase over
time

Expand market
leadership in MDS

Capital-light
business model

Participate in
growing high-end
color market

Value creation driven by strong underlying cash flow generation, margin expansion
and improving longer-term revenue trajectory
4
1 Operating

Margin and Free Cash Flow (FCF): see Non-GAAP Financial Measures.
Note: MDS = Managed Document Services; SMB = Small & Medium Business

Global Leader with a Strong, Diverse Business Profile
Financial Profile

$10.8B
Revenue

Post Sale Driven
Model

Offering Mix2
High-End
Production

16%
34%

>75%
of revenue post sale driven

38%

Managed
Document
Services

12%

Mid-Range (A3)

Entry (A4)

12.5%
Operating Margin1,4

Strategic Growth Mix

Geographic Mix
Developing
Markets

$1,018M
Operating Cash Flow from
Continuing Operations

38%
Strategic Growth Areas

Europe

11%

23%
60%

US

6%
Canada
2016 Fuji Xerox3 joint venture revenue ~$10B
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Note: all figures represent 2016 results
1 Operating Margin: see Non-GAAP Financial Measures. 2 Excludes Other revenue. 3 Fuji Xerox operates in Japan, China, Australia, New Zealand, Vietnam and other areas of the Pacific Rim.
margin reflect a revision of financials that was presented with our Q2 17 earnings release to reflect the correction of Fuji Xerox misstatements in certain prior period financial statements.

4 Adjusted

operating profit and

Strong Post Sale Driven Business Model

•
•
•
•
•

Revenue

Profitability

Cash Flow

>75% Post Sale;
predictable, recurring revenue

Operating Margin1 12%+
for past 3 years

High visibility to
Free Cash Flow1

Signings and installs drive MIF and
market share

•

Historic 5% equipment price declines
comprehended/offset by productivity
Page volumes – stable decline

Increasing portion of revenues in
Strategic Growth Areas will improve
revenue trajectory

•

Majority of supplies revenue in
bundled contracts

•

3-year Strategic Transformation
program to deliver $1.5B+ in gross
productivity savings, supports:

-

Margin expansion

-

Modest growth investments

Post Sale streams drive margin;
equipment margin positive (outside
Entry products)
Transaction currency driven primarily
by Yen/Euro/USD
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1 Operating

Margin and Free Cash Flow: see Non-GAAP Financial Measures.
Note: MIF = Machines in Field; CAPEX = Capital Expenditures (including Internal Use Software)

•
•
•
•

Strong, stable post sale revenue
drives cash flow
Strategic Transformation and modest
growth investments drive improved
profitability and cash flow
Capital-light business model –
CAPEX less than 2% revenue
Restructuring and pension impacts
moderate over time

Leading Positions in Large Markets with Growth Opportunities
$38B Growth Markets
$47B Mature Markets

Market Growth

~$85B Market1

7

Workflow Auto.

$3B

SMB MPS

$7B

Production
Color

$5B

A4 MFPs

$12B

Large Enterprise
MDS (MPS &
CPS)

$23B

Production
Mono

$1B

1 Estimated

$21B

Strategic Growth Areas

Managed Print
Services

+2%
LE

Workflow
Automation

+13%

Broadest Industry Solutions
Portfolio3

A4 MFPs

+3%

#1 in production cut
sheet
(color & mono)

Production
Color

+5%

Digital
Packaging4

+11%

#1 in large enterprise
MPS and Centralized
Print Services

+7%
SMB

$11B

A3 MFPs

Single
Function
Printers

Managed
Document
Services

Strengths2

$23B

Workplace
Solutions

Graphic
Communications
& High-End
Production

#1 in A3 MFPs
$35B

$6B

2016 total market size excluding Fuji Xerox territories. Source: IDC and Xerox internal analysis. 2 A3 MFP and Production positioning based on equipment revenue market share. 3 As recognized by Buyers Laboratory in 2014,
2015 and 2016. 4 Digital packaging is a $0.6B market that is a subset of Production Color.
Note: CAGRs reflect 2016E – 2019E growth. SMB = Small & Medium Business; MDS = Managed Document Services; MFP = Multifunction Printer; MPS = Managed Print Services; LE = Large Enterprise; CPS = Centralized Print Services

Revenue assumptions

2017 Full-Year
Guidance
Revenue: down mid-single digits CC2
Operating Margin2: 12.5 - 13.5%

•
•

EPS1:

•

•

GAAP $1.97 - $2.13

•

•

Adjusted2,3 $3.28 - $3.44

Operating Cash Flow $(50)M - $150M

•

Free Cash Flow2 $(175)M - $25M

1 EPS

Strategic Transformation gross savings of $600M
Negative transaction currency

Operating Cash Flow guidance reflects

Adjusted2 Tax Rate: 25 - 28%

•

At recent exchange rates, translation currency flat to ~(1) pt impact

Operating Margin assumptions

•
•

Cash Flow from Continuing Ops:

8

•

$100M of higher operational cash flow (as announced in Q3 2017 Earnings)
$(850)M of pension contributions (including incremental $500M announced in
September 2017)

$(350)M one-time negative impact of A/R sales elimination (as announced
in Q3 2017 earnings)

$(250)M of restructuring payments

Capital Deployment Plans
•
•

$1.3B of debt reduction (completed in H1 2017)
$500M of incremental pension contribution (funded with September 2017
senior note issuance)

•
•
•
•

$280M of dividend payments
$125M of CAPEX
$150M of M&A
No planned share repurchases in 2017

from Continuing Operations. 2 Constant Currency (CC), Operating Margin, Adjusted EPS, Adjusted Tax Rate and Free Cash Flow: see Non-GAAP Financial Measures 3 Adjusted EPS to GAAP EPS differences include non-service
retirement related costs, restructuring and related costs, amortization of intangibles, and other discrete, unusual or infrequent items.

Strategic
Transformation
Program Details

Clear Path to Achieving Transformation Program
Sources of Productivity and Cost Savings
Delivery

•
•
•

MPS delivery
Technical service
Remote connectivity

Cost of
Production

•
•

Manufacturing
RD&E and design efficiency

Sales & Contracting

•
•
•

Sales productivity
Pricing tools
Real estate

G&A

•
•
•
•

IT
Finance
Management structure
Facilities

Cumulative Gross Productivity & Cost Savings ($M)
% Cumulative Phasing
~35%

~75%

100%
$1,500+

Enables margin
expansion and
mitigates
~$400+
revenue/currency
headwinds

90%+ already
achieved

~$450

Delivery

~$250

Cost of
Production

~$300

Sales &
Contracting

~$300

G&A

~$200

Supply Chain &
Procurement

~$1,150

~$550
Supply Chain &
Procurement

•
•

Integrated supply chain
Procurement

2016

2017

Cumulative through
2018

Full transformation benefits recognized in 2018 and beyond, as productivity continues and flow through
of new product introductions are realized
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Note: There is approximately $300 to $350M in traditional ongoing productivity included in gross productivity. MPS = Managed Print Services

Strategic Transformation Will Drive Profit Growth
~$10B Addressable Cost Base

Key Productivity Levers

Post Sale &
Managed Services

Delivery (~$450M)

Consolidating MPS delivery and Technical
Service under one organizational structure

Cost of Production (~$250M)

Capturing supplier productivity and reducing
manufacturing footprint

G&A (~$300M)

Reducing complexity / 30% reduction in
management layers

Supply Chain & Procurement
(~$200M)

Integrating supply chain under one global
function

Sales & Contracting (~$300M)

Introducing new pricing optimization tools

Equipment

SAG

RD&E
Contracting
Discipline

4.9

2.0

2.9

0.5

Examples of Initiatives

$1.5B+ cumulative gross productivity by 2018
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Note: There is approximately $300 to $350M in traditional ongoing productivity included in gross productivity. MPS = Managed Print Services

Strategic Transformation Enables Operating Margin1 Expansion

Transaction currency
impact on costs a
variable factor

Measured re-investment of a
portion of incremental savings

12.5%
to
14.5%

12.5%

2016

12

1 Adjusted

Revenue/Price
declines
Declines

Operating Margin: see Non-GAAP Financial Measures.

usual
Business as Usual
productivity
Productivity

Transaction
Currency

Incremental Cost
Transformation

Investments

Near Term Target

Strengthening our Workplace
Solutions Portfolio

Strategic
Growth Planks

Increasing Participation in SMB and
the Mid-Market

Growing in Graphic Communications
and High-End Production

Expanding Market Leadership in
Managed Document Services

Shifting Revenue Mix Towards Growth
Xerox 2016 Revenue Mix
Up 2% CC1, mix shift of 2 pts YOY

38%

Strategic Growth Areas
Capture growth in
managed document
services

Xerox 2020 Revenue Mix

Increase SMB coverage

62%

50%
Gain share in A4

Overall Market

45%

Extend leadership in
production color

55%

Improve revenue mix ~3 points each year
Mature Markets
14

Note: SMB = Small & Medium Business
Currency (CC): see Non-GAAP Financial Measures.

1 Constant

Growth Markets

50%

Strategy to Improve Revenue Trajectory
Managed
Document
Services

Managed Print
Services

Gain share in SMB through channel partner recruitment
Increase dedicated new logo sales coverage

Workflow
Automation

Invest in professional services offering and grow managed workflow solutions
(i.e., industries and horizontals)

A4 MFPs

Increase share with strengthened product portfolio and expanded distribution
capacity

Workplace
Solutions

Graphic
Communications
& High-End
Production

Production
Color

Build upon leadership in color cut sheet while investing to capture growth in inkjet

Digital
Packaging

Bring extensive digital print & workflow expertise to the market

15
Note: SMB = Small & Medium Business; MFP = Multifunction Printer

Strengthening Xerox’s Workplace Solutions Portfolio
A4 Multifunction Printers

A3 Multifunction Printers
Market Opportunity

Market Growth

Xerox Share

Market Opportunity

Market Growth

Xerox Share

$23B

-5%

22%

$12B

+3%

6%

maturing market

CAGR ‘16-19

rank # 1

growing market

CAGR ‘16-19

rank # 9

Defend and expand our leadership

Gain share in the areas of market growth

Competitive Differentiators
Platform Driven
Portfolio & MPS
Ready Technology

Newly enabled
Vertical Solutions
and Applications

16
Source: 2016 CSI market forecast, IDC and Internal Xerox estimates. 2015 market share is based on equipment revenue share.
Note: MFP = Multifunction Printer; MPS = Managed Print Services; SMB = Small & Medium Business

Benchmark Cost
Competitiveness

Channel-ready platform
and expanding SMB
reach

Xerox Connected Office for The Intelligent Workplace
One family of products and solutions

Largest launch in Xerox history in 2017
Differentiated Xerox Workplace Solutions Portfolio
Mobility

MPS ready

Tablet-like interface

Secure Workflow

Unified platform

Improved cost structure
Xerox®

Industry’s largest solutions enabled portfolio
with consistent user experience from the
simplest A4 device to the most robust A3 MFP

17
Note: MPS = Managed Print Services; MFP = Multifunction Printer

29 new products
ConnectKey® Technology

Aggressive focus on expanded
routes to market with robust portfolio

Increasing Participation in SMB and the Mid-Market
Capture share of wallet: 75% of SMB market serviced by
indirect channels

SMB Office Market Size and Growth
Non-Services

$34B
(9)%

Basic Print
Services

$10B
7%

Managed
Print Services

$7B
7%

A4*

$12B
3%

+

Recruit & activate to grow our footprint in multi-brand
dealer channel among the 750 large dealers WW
Acquire and integrate multi-brand channel via
Global Imaging Systems and European Channels

*A4 is total market including SMB and Large Enterprise

Become preferred channel partner through investment
in talent, infrastructure and partner programs
SMB-focused portfolio and MPS support and
demand generation

Tremendous opportunity to more aggressively target the $20B worldwide multi-brand dealer market
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Source: 2016 CSI market forecast, IDC and Internal Xerox estimates
Note: CAGRs reflect 2016E-2019E growth. SMB = Small & Medium Business; MPS = Managed Print Services

Growing in Graphic Communications
& High-End Production Color

Target Areas for Growth
Leading in color cut sheet

Well Positioned for Leadership and Growth
Color Market Opportunity

Color Market Growth

Xerox Color Share

$5B

+5%

29%

CAGR ‘16-19

rank # 1 in color
documents

• Continuous innovation: xerographic
and inkjet technologies
• Award-winning color cut sheet: expanded portfolio
with 5 new products in 2017
Brenva™ HD
Inkjet Press

Xerox® iGen®

Capture new markets
Capitalize on the Color Digital market growth opportunity

• CF inkjet: capture higher value page migration
• Expanded capabilities: through extensions to Rialto
and Trivor in 2017

Conversion to digital: only 3% of 50 trillion
pages are digital; conversion and inkjet
technology drive color digital market growth

Color CF Inkjet: attractive with a
$1.7B market and 10% CAGR

• Digital packaging: bring our digital know-how
to the market growing at +11% CAGR
Rialto 900 Roll
to Cut Sheet
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Source: Internal Xerox CSI estimates; Smithers-Pira 2016. 2015 market share is based on equipment revenue share.
Note: CF = Continuous Feed

Trivor 2400 SED
Continuous Feed

Expanding Market Leadership in Managed Document Services
Market Opportunity
Managed Document Services
Market Size

Industry Recognition

MPS Market Share Leader

$21B

#1

24%

Rated by IDC, Gartner,
Quocirca & Infotrends

Next closest competitor at 14%

Large Enterprises

SMBs

Workflow Automation

Market Size

Growth

Market Size

Growth

$6B
CPS $5B

+2%
flat

MPS

$7B

+7%

MPS
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Source: IDC and Internal Xerox estimates for 2016
Note: CAGRs reflect 2016E – 2019E growth. MPS = Managed Print Services; CPS = Centralized Print Services; SMB = Small & Medium Business

Market Size

$3B

Growth

+13%

Strengthening Leadership in Large Enterprise MPS and CPS
Opportunity

Capturing Large Enterprise Growth

Market Size

Sales Force

MPS $6B
CPS $5B

~1,800

Large Enterprise Market

Customer Base

Direct Sales Reps

Digital
Transformation

96B+

8

Pages managed annually

Industries served through
our workflow solutions

21
Source: IDC and Internal Xerox estimates for 2016
Note: MPS = Managed Print Services; CPS = Centralized Print Services

• Clear leader in large enterprise with differentiated
solutions and unmatched global delivery capabilities
• Best-in-class sales management process and tools
with sales coverage aligned by industry
• Building our professional services capabilities, with
over 100 dedicated consultants
• Investing in dedicated new business sales coverage

Channel Partners will Drive Xerox Growth in SMB MPS Market
Delivering Growth, Creating Value
Market Size

Potential Customers

$7B

~1M

SMB Market

SMB companies in our
target markets

Differentiated Service Offerings
Broad portfolio
Addresses full spectrum of SMB needs

Unparalleled support for partners

Growth Enablers
• New A4 products
• BPS to MPS
conversions
• Security features

22

Served by Partners

75%
of SMB market is
served by indirect
channels

Only OEM with vertically integrated tools,
technology, delivery and support

Expanding channel programs
MPS programs to include Office
Equipment Dealer and IT / VAR channels

Source: IDC and Internal Xerox estimates for 2016
Note: CAGRs reflect 2016E – 2019E growth. MPS = Managed Print Services; BPS = Basic Print Services; SMB = Small & Medium Business; OEM = Original Equipment Manufacturers; VAR = Value Added Reseller

Broad Range of Workflow Solutions
Workflow Automation is a $3B market expected to grow at 13% annually
Automate
and
Simplify

Secure
and
Integrate

Assess
and
Optimize

Personal & Office
Productivity
Solutions

Industry Workflow
Solutions

Help knowledge workers
automate and simplify their
personal and office work
experience

Help organizations automate
and simplify key industry
specialized business
processes

Help enterprises automate and
simplify the flow of information
into high volume business
processes

• Online and offline content
access across all devices

• Vertical and horizontal
process automation
solutions

• Hardcopy and electronic
capture

• Team collaboration tools
(file sharing, edit tracking,
real time work)

• Enabling ad-hoc
workflows

• Digitally transforming
business processes

• Intelligent indexing, data
extraction and
processing

• Mobile and cloud
enabled with process
analytics

• Offsite large volume
scanning

Customer-Managed

23

Note: CAGR reflects 2016E – 2019E growth.

Managed Workflow
Services

Xerox-Managed

Research Talent

RD&E Spending

Innovation at Xerox
enables our #1
market share
position for
31 consecutive
quarters

~$1B

World-Class

across Xerox and Fuji Xerox

including Palo Alto Research Centre

2015 Patent Awards

2015 Patent Filings

>1,500 U.S.

>40%

Xerox and Fuji Xerox

were software, solutions and analytics

Breakthroughs in digital printing and the intelligent office to drive growth
High-end digital printing
for documents and beyond

• iGen folding carton
• Inkjet CF
• Cross-media marketing

• Inkjet for packaging
• Direct to object printing

Improving the
productivity of work

• Managed print services
• Workflow automation

• Automated workflow discovery
• Predictive analytics

Creating new markets with digital technologies
Printed electronics

Augmented reality

Intelligent assistants

Printed smart tags with analytics & real time multimedia
24

Market Share Source: Xerox Analysis of IDC Data; reflects equipment revenue share.
Note: CF = Continuous Feed

Digital workplace

Additional
Financial
Information

Strong and Sustainable Cash Flow Generation
Cash Flow Drivers

Illustrative Cash Flow ($M)
(based on 2015)
Pre-tax Income

$924

Non-Cash Add-backs1

540

Restructuring Payments

(79)

Pension Payments
Working Capital, net2
Change in Finance Assets3
Other

4

Operating Cash Flow (OCF)
(−) CAPEX

5

Free Cash Flow (FCF)6

1

26

(301)
(95)

• Profit expansion over time from margin expansion and
improving revenue trajectory

• Transformation efficiencies provide modest benefit to
working capital
• Near-term restructuring payments higher to facilitate
strategic transformation / normalize after 2018

• Pension contributions moderate after 2017

33

• Separation payments substantially complete in 2017

33

• Finance assets a modest source of cash

$1,055

• CAPEX5 less than 2% of revenue

148
$907

Track record of strong cash generation driven by
post sale business model

Non-Cash Add-backs include depreciation & amortization excluding equipment on operating lease, provisions, stock-based compensation, pension expense, restructuring charges and gain on sales of businesses and assets. 2 Working
Capital, net includes accounts receivable, collections of deferred proceeds from sales of receivables, accrued compensation and accounts payable and inventory. 3 Includes equipment on operating leases and its related depreciation,
finance receivables and collections on beneficial interest from sales of finance receivables. 4 Includes other current and long-term assets and liabilities, derivative assets and liabilities, other operating, net and taxes. 5 Capital Expenditures
including Internal Use Software. 6 Free Cash Flow: see Non-GAAP Financial Measures.

Investment Grade Capital Structure
Reported Debt ($B)

Investment Grade Profile
• Manage balance sheet to maintain an investment grade
profile; optimal for business model which includes customer
financing

̵

$3.4

Majority of pro forma debt supports customer finance
assets (at 7:1 leverage)

̵

$2.6

$2.4

$3.9

$3.7

$3.6

2015

2016

Sep YTD
2017

Manageable schedule of debt maturities well
matched to financing contract lengths

̵

Core leverage managed to maintain investment
grade rating; incremental debt repayment completed
in H1 2017

Note: September YTD 2017 core debt reflects $1B senior note offering in September 2017
($500M used towards incremental pension contributions and $475M used in October 2017
to re-finance a portion of our May 2018 Senior Notes)
27
1 Free

Cash Flow: see Non-GAAP Financial Measures.

Financing Debt

Debt Maturity Ladder ($B)
$1.0

• Maintain a substantial liquidity position
• Generate significant free cash flow1 in support of capital
deployment objectives

Core Debt

$1.1

$1.0

$0.3

2018

$1.0

$0.3

2019

2020

2021

2022

$0.3

2023

2024

$0.2
2035

$0.3

2039

Attractive Captive Financing Business
Finance Assets and Debt

Customer Financing is a Business Strength

Maintain 7:1 debt to equity leverage ratio on
our finance assets

• Differentiates and enhances Xerox’s value proposition
• Facilitates customer acquisition of Xerox technology

As of September 30, 2017
(in billions)

Fin. Assets

Debt

Financing

$ 4.1

$ 3.6

-

2.4

$ 4.1

$ 6.0

Core
Total Xerox

• Generates profitable revenue
Cash

• Enables control of assets

$ 1.8

• Focuses on disciplined credit processes to ensure low
bad debt (<2% of finance receivables)

• Creates diverse customer, industry and geographic mix
through global reach and broad product portfolio
Note: Core debt as of September 30, 2017 reflects $1B senior note offering in
September 2017 ($500M used towards incremental pension contributions and $475M
used in October 2017 to re-finance a portion of our May 2018 Senior Notes)
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Capital Allocation Priorities
We will apply a disciplined return on investment approach when deploying our cash flow

Leverage

Targeted
Investments

Return of
Capital

Committed to maintaining investment grade credit rating

Continue capital-light business model with targeted CAPEX1 (less than 2% of revenue)
Selectively pursue M&A in targeted growth areas to improve portfolio mix and drive profit expansion

Dividend of $0.25 per share, $1.00 annualized (reflecting reverse stock-split effective June 14, 2017)
Modest share repurchase (after 2017) based on relative returns evaluation

Target >50% of Free Cash Flow2 returned through dividends and share repurchases over time
29
1

Capital Expenditures including Internal Use Software. 2 Free Cash Flow: see Non-GAAP Financial Measures.

Xerox Dividend Policy
Xerox has a track record of attractive and increasing dividends
– 16% CAGR over last 4 years
Dividend of $0.25 per share, $1.00 annualized (reflecting reverse stock-split effective June 14, 2017)

Expect future dividend increases driven by EPS and free cash flow1 growth

Committed to a strong dividend policy supported by our annuity driven cash flow

30
1 Free

.

Cash Flow: see Non-GAAP Financial Measures

Xerox 2017 Performance Based Incentive System
Short-Term

Stock Ownership Requirements

Long-Term

•

Annual cash payout

•

75% equity performance shares –
three-year cumulative targets

•

Three financial metrics plus a cost
savings measure

•

25% restricted stock units –
three-year vesting period

•

Share repurchases with impact >2%
are adjusted out

Performance measure weighting %

Revenue
Growth CC
20%

Strategic
Transformation
Savings
25%

31

Adj. Pre-tax
Income
30%

Operating
Cash Flow
25%

(multiple of base salary)

CEO

Named Officers

Performance measure weighting %

3x

Revenue
Growth CC
20%
Cumulative
Adj. Operating
Cash Flow
30%

5x

Adj. EPS
50%

Note: the above performance measures and weightings were established by the Compensation Committee of the Board of Directors for the
2017 APIP and 2017 E-LTIP. For additional information, please refer to Exhibit 10(e)(25) of our 2016 Annual Report on Form 10-K and
Exhibit 10(e)(2) of our quarterly report on Form 10-Q for the quarter ended June 30, 2017 filed with the SEC.

Third Quarter 2017 Earnings
Jeff Jacobson, CEO
Bill Osbourn, CFO

October 26, 2017
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Third-Quarter Overview
Results reflect continued progress on 2017 objectives
•

EPS and profit expansion supported by strategic transformation and lower tax rate

•

Revenue trend improves sequentially driven by Equipment and Managed Document Services

•

Solid operating margin, enabling investment in business

•

Continued YOY increases in operating cash flow excluding pension contributions

Revenue

Profitability

Cash

$2.5B, down 5.0% or 5.9% CC1

Adj1 operating margin: 12.2%, down 40 bps

Equipment down 9.1% or 10.0% CC1

GAAP EPS2: 67 cents, up 1 cent

Operating cash flow2: $(383)M,
includes $671M of pension
contributions

Post Sale down 3.9% or 4.8% CC1

Adj1 EPS: 89 cents, up 5 cents

(1)
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Constant Currency (CC), Adjusted Operating Margin and Adjusted EPS: see Non-GAAP Financial Measures. (2) GAAP EPS and
Operating Cash Flow are from Continuing Operations. Note: all numerical comparisons shown above are on a year-over-year basis.

Ending Cash: $1.8B, includes
$475M used in October debt
redemption

Third-Quarter Highlights
Transforming the Workplace with

PRINT 17: Physical meets Digital

ConnectKey: Smart, Connected, Secure

• All 29 new products available and
shipping to customers worldwide
• Half-million MFP apps installed, 66%
increase since March 29 launch
• Only print solution with the power of
McAfee® security protection
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Showcased Xerox high-end innovation:
• Trivor 2400 High Fusion Inkjet Press
• White Dry Ink for iGen5 Press
• Brenva, Rialto, Versant IJ Presses
Won three MUST SEE ‘EMS

Financial Performance
(in millions, except per share data)

P&L Measures

Q3 2017

B/(W) YOY

$ 2,497

$ (132)

305

(26)

Equity Income

30

(10)

Other Expenses, net

17

33

176

1

Net Income – Adjusted1

236

13

GAAP EPS2

0.67

0.01

EPS – Adjusted1

0.89

0.05

Revenue
Operating Income – Adjusted1

Net

(1)
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Income2

P&L Ratios (Adjusted1)

Q3 2017

B/(W) YOY

40.2%

0.3 pts

4.1%

0.1 pts

SAG %

25.3%

(0.6) pts

Operating Income Margin

12.2%

(0.4) pts

Tax Rate

19.4%

3.6 pts

Gross Margin
RD&E %

Adjusted Measures: see Non-GAAP Financial Measures. (2) Net Income and EPS from Continuing Operations attributable to Xerox.

Revenue Performance
(in millions)
YOY Change
AC

CC3

$ 2,497

(5.0)%

(5.9)%

North America

1,514

(5.2)%

(5.7)%

International

International

853

(3.1)%

(5.1)%

Other 1

Other1

130

(14.5)%

(14.5)%

$ 521

(9.1)%

(10.0)%

86

(11.3)%

(12.7)%

Mid-range

334

(7.7)%

(8.5)%

High-end

97

(10.2)%

(11.8)%

4

N/M

N/M

$ 853

2.2%

1.2%

Q3 2017
Total Revenue
North America

Equipment Revenue
Entry

Other
Managed Document Services2
(1)
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Total Revenue by Geographic Sales Channel
5%

Equipment Sales Revenue

34%
61%

19%

17%

Entry
Mid-range
High-end

Managed Document Services2:

Other total revenue includes OEM business, sales to Fuji Xerox and licensing. (2) Managed Document Services (MDS) includes Managed
Print Services (MPS) (including Global Imaging Systems MPS), Centralized Print Services (CPS) and Workflow Automation and excludes
Communication and Marketing Solutions (CMS). (3) Constant Currency (CC): see Non-GAAP Financial Measures.

64%

34% of Total Revenue

Key Performance Metrics
Strategic Growth Areas

Installs
Third Quarter 2017

Offering Focus Areas
MPS & Workflow Automation

(% change YOY)

Color

Entry A4 MFPs2

High-End2

B&W

23%

26%

Flat

(11)%

(2)%

(32)%

Mid-Range2

A4 MFPs

Strategic Transformation

Production Color

Sep YTD 2017 Results

Signings

2016 FY Gross Savings3

$550M

2017 Target

$600M

Cumulative thru 2018 Target

$1.5B+

YTD Restructuring

$196M

FY Restructuring Target

$225M

Sources of Productivity
Delivery

% Change CC1

Flat

40%

2 pts

Q3

YOY

13%
30%

TTM

Sales & Contracting

20%
YOY revenue % of Revenue
change at CC1
in Strategic
Growth Areas

(1)
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Mix shift YOY

Enterprise MDS

$0.6B

(7)%

Note: signings do not include GIS or Xerox
Partner Print Services results

Cost of Production

(11)%

G&A
20%

Constant Currency (CC): see Non-GAAP Financial Measures. (2) Entry installations exclude OEM sales; Mid-range and High-end color
installations exclude Fuji Xerox digital front-end sales. (3) Gross savings are the year-over-year savings, assuming similar operating levels.

17%

Supply Chain &
Procurement

Performance Trends
Revenue (CC1)
0.0%

$1.20

16.0%

3Q16

4Q16

1Q17

2Q17

3Q17

12.6%

(2.0)%

12.0%

(4.0)%

8.0%

12.2%

$0.89

$0.84

0.60
0.40

4.0%

(6.0)%

0.20

(5.9)%

-

0.0%

(8.0)%

3Q16

YOY change at CC1
(4.1%) (5.0%) (4.3%)

(6.4)%

(5.9)%

Translation Currency
(1.5) pts (2.2) pts (1.9) pts

(1.7) pts

0.9 pts

(1)

1.00
0.80

(4.1)%
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Adjusted1 EPS

Adjusted1 Operating Margin

4Q16

1Q17

2Q17

Adjusted1 Operating Margin
12.6% 14.2% 11.2% 13.3%

12.2%

(0.7) pts

(1.1) pts

Adj1
GAAP2

$0.84
$0.66

4Q16

1Q17

2Q17

3Q17

$1.00
$0.70

$0.67
$0.16

$0.87
$0.63

$0.89
$0.67

$(0.06)

$(0.08)

$(0.09)

$(0.04)

Total Currency

Transaction Currency
(0.2) pts

3Q16

3Q17

(1.0) pts

Constant Currency (CC), Adjusted Operating Margin and Adjusted EPS: see Non-GAAP Financial Measures.
Continuing Operations.

(0.6) pts

(2)

GAAP EPS from

$0.02

Cash Flow

(in millions)

Q3 2017

Q3 2016

$ 167

$ 166

Pre-tax Income from Continuing Ops

Operating cash flow from continuing

Non-cash add-backs3

159

148

operations of $(383)M Q3, $150M YTD

Restructuring payments

(42)

(38)

(671)

(34)

(79)

(51)

Change in Finance Assets4

90

53

Other5

(7)

(34)

$ (383)

$ 210

$ (4)

$ (23)

$ 908

$ (84)

$ (406)

$ 181

$ 265

$ 215

• Cash flow reflects continued good results
excluding pension contributions
• Q3 cash flow up $44 million YOY excluding
pension contributions

Working Capital1 a modest use driven

Pension Contributions
Working Capital, net

1

by inventory increase in advance of Q4

Cash from Operations - Continuing Ops

CAPEX2 of $23M in Q3, $70M YTD

Cash from Investing - Continuing Ops
Cash from Financing

Financing cash flow reflects $1B
senior note issuance

Memo:
Free Cash Flow6
Free Cash Flow6 excluding pension contributions

(1)

Working Capital, net includes accounts receivable, collections of deferred proceeds from sales of receivables, accounts payable and accrued compensation and inventory.
CAPEX including Internal Use Software. (3) Non-Cash Add-backs include depreciation & amortization excluding equipment on operating lease, provisions, stock-based
compensation, defined benefit pension expense, restructuring charges and gain on sales of businesses and assets. (4) Includes equipment on operating leases and its related
39 depreciation, finance receivables and collections on beneficial interest from sales of finance receivables. (5) Includes other current and long-term assets and liabilities, derivative
assets and liabilities, other operating, net, distributions from net income of unconsolidated affiliates and taxes. (6) Free Cash Flow: see Non-GAAP Financial Measures.
(2)

2017 Cash Flow & Capital Allocation Update
Updating cash flow guidance

Cash Flow from Continuing Ops
Beginning of Year Guidance
(+) Higher Operational Cash Flow

• Reflecting incremental $500M pension contribution

Revised Operational Range

• Eliminating certain accounts receivable (A/R) sales
programs

(−) Incremental Pension contributions

$(500)M

(−) One-time impact of A/R sales elimination

$(350)M

-

Annual savings of ~$10M

-

No 2018 Operating Cash Flow impact

Current Guidance

Capital Allocation Guidance

Updating capital allocation plans

$100M

$800M - $1B

$(50)M - $150M
Beginning of
Year

Current

Dividends

$280M

$280M

• Reducing CAPEX by $50M

M&A

$100M

~$150M

• Increasing M&A target by $50M

CAPEX

$175M

~$125M

• Increased debt to fund recent incremental $500M
U.S. pension contribution

Debt Reduction

$300M

$300M

Debt Issuance (pension funding)

-

$(500)M

Incremental Pension Contribution (debt-funded)

-

$500M

Targeting year-end cash balance of >$1B
40

$700M - $900M

• Increasing operational expectations

Beginning of Year Opportunistic

$145M - $345M

-

Capital Structure
Continued progress optimizing
capital structure post separation

• Customer value proposition includes leasing of
Xerox equipment

Higher core debt reflects $1B senior
note offering in September

• Maintain 7:1 debt to equity leverage ratio on
these finance assets

•

$500M towards incremental pension
contributions

•

$475M used in October to re-finance
a portion of our May 2018 Senior
Notes

Core debt level managed to
maintain investment grade financial
profile
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Customer Financing and Debt

As of September 30, 2017
(in billions)

Fin. Assets

Debt

Financing

$ 4.1

$ 3.6

-

2.4

$ 4.1

$ 6.0

Core
Total Xerox

Cash

$ 1.8

Summary

On Track to
Deliver on our
2017 Objectives

Focused on executing our strategy and
building foundation for continued progress
in 2018
• Revenue trends improving; impact from new products
beginning to ramp

• Strategic transformation supporting margin objectives while
enabling investments
• Good progress strengthening our balance sheet in 2017
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Appendix
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2017 Full-Year Guidance Update
P&L

Prior

Current

Down mid-single digits CC1

Down mid-single digits CC1

12.5% - 13.5%

12.5% - 13.5%

GAAP EPS2

$1.84 - $2.08

$1.97 - $2.13

Adjusted EPS1,3

$3.20 - $3.44

$3.28 - $3.44

Revenue
Operating Margin1

Cash Flow from Continuing Ops

(1)
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Operating Cash Flow

$700M - $900M

$(50)M - $150M

Free Cash Flow1

$525M - $725M

$(175)M - $25M

Constant Currency (CC), Operating Margin, Adjusted EPS and Free Cash Flow: see Non-GAAP Financial Measures. (2) EPS from Continuing
Operations. Current GAAP range reflects an expected lower level of non-service retirement-related costs than previously anticipated. (3) Adjusted
EPS to GAAP EPS differences include non-service retirement related costs, restructuring and related costs, amortization of intangibles, as well as
other discretely identified adjustments.

Revenue Trend
2016
(in millions)

2017

Q1

Q2

Q3

Q4

FY

Q1

Q2

Q3

YTD

Total Revenue

$2,615

$2,793

$2,629

$2,734

$10,771

$2,454

$2,567

$2,497

$7,518

% Change

(6.8)%

(4.6)%

(5.6)%

(7.2)%

(6.1)%

(6.2)%

(8.1)%

(5.0)%

(6.5)%

CC1 % Change

(4.7)%

(3.4)%

(4.1)%

(5.0)%

(4.3)%

(4.3)%

(6.4)%

(5.9)%

(5.6)%

Post Sale2
% Change

$2,073
(5.7)%

$2,143
(4.2)%

$2,056
(3.9)%

$2,080
(5.5)%

$8,352
(4.8)%

$1,952
(5.8)%

$2,021
(5.7)%

$1,976

$5,949

(3.9)%

(5.1)%

CC1

(3.3)%

(2.9)%

(2.2)%

(3.2)%

(2.9)%

(3.9)%

(3.9)%

(4.8)%

(4.2)%

Post Sale %
Revenue

79%

77%

78%

76%

78%

80%

79%

79%

79%

Equipment2

$542

$650

$573

$654

$2,419

$502

$546

$521

$1,569

(11.0)%

(5.7)%

(11.4)%

(12.1)%

(10.0)%

(7.4)%

(16.0)%

(9.1)%

(11.1)%

(9.7)%

(4.9)%

(10.4)%

(10.1)%

(8.7)%

(5.7)%

(14.6)%

(10.0)%

(10.4)%

(0.3) pts

(0.2) pts

(0.6) pts

(0.7) pts

(0.4) pts

(0.9) pts

(0.6) pts

(0.3) pts

(0.6) pts

% Change

% Change
CC1

% Change

Memo:
OEM and CMS impact
on Total Revenue
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(1)

Constant currency: see Non-GAAP Financial Measures. (2) Equipment sales revenue in 2016 has been revised to reclassify certain GIS ITrelated equipment sales to Other sales, which are included in Post Sale revenue.

Non-GAAP Financial Measures
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Non-GAAP Financial Measures
We have reported our financial results in accordance with generally accepted accounting principles (GAAP). In addition, we have discussed our
financial results using the non-GAAP measures described below. We believe these non-GAAP measures allow investors to better understand the
trends in our business and to better understand and compare our results. Accordingly, we believe it is necessary to adjust several reported
amounts, determined in accordance with GAAP, to exclude the effects of certain items as well as their related income tax effects.
A reconciliation of these non-GAAP financial measures to the most directly comparable financial measures calculated and presented in
accordance with GAAP are set forth below as well as on our website at www.xerox.com/investor.

These non-GAAP financial measures should be viewed in addition to, and not as a substitute for, the company’s reported results prepared in
accordance with GAAP.
Adjusted Earnings Measures
• Net income and Earnings per share (EPS)
• Effective tax rate
• Gross margin, RD&E and SAG (adjusted for non-service retirement-related costs only)
The above measures were adjusted for the following items:
•
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Amortization of intangible assets: The amortization of intangible assets is driven by our acquisition activity which can vary in size, nature and
timing as compared to other companies within our industry and from period to period. The use of intangible assets contributed to our revenues
earned during the periods presented and will contribute to our future period revenues as well. Amortization of intangible assets will recur in
future periods.

Non-GAAP Financial Measures
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•

Restructuring and related costs: Restructuring and related costs include restructuring and asset impairment charges as well as costs
associated with our Strategic Transformation program beyond those normally included in restructuring and asset impairment charges.
Restructuring consists of costs primarily related to severance and benefits paid to employees pursuant to formal restructuring and workforce
reduction plans. Asset impairment includes costs incurred for those assets sold, abandoned or made obsolete as a result of our restructuring
actions, exiting from a business or other strategic business changes. Additional costs for our Strategic Transformation program are primarily
related to the implementation of strategic actions and initiatives and include third-party professional service costs as well as one-time
incremental costs. All of these costs can vary significantly in terms of amount and frequency based on the nature of the actions as well as the
changing needs of the business. Accordingly, due to that significant variability, we will exclude these charges since we do not believe they
provide meaningful insight into our current or past operating performance nor do we believe they are reflective of our expected future operating
expenses as such charges are expected to yield future benefits and savings with respect to our operational performance.

•

Non-service retirement-related costs: Our defined benefit pension and retiree health costs include several elements impacted by changes in
plan assets and obligations that are primarily driven by changes in the debt and equity markets as well as those that are predominantly legacy
in nature and related to employees who are no longer providing current service to the company (e.g. retirees and ex-employees). These
elements include (i) interest cost, (ii) expected return on plan assets, (iii) amortized actuarial gains/losses and (iv) the impacts of any plan
settlements/curtailments. Accordingly, we consider these elements of our periodic retirement plan costs to be outside the operational
performance of the business or legacy costs and not necessarily indicative of current or future cash flow requirements. Adjusted earnings will
continue to include the elements of our retirement costs related to current employee service (service cost and amortization of prior service cost)
as well as the cost of our defined contribution plans.

•

Other discrete, unusual or infrequent items: In addition, during the first quarter of 2017 we also excluded the following additional items given the
discrete, unusual or infrequent nature of the items and their impact on our results for the period: 1) a loss on early extinguishment of debt; and
2) a benefit from the remeasurement of a tax matter related to a previously adjusted item. We believe the exclusion of these items allows
investors to better understand and analyze the results for the period as compared to prior periods and expected future trends in our business.

Non-GAAP Financial Measures
Adjusted Operating Income/Margin
We also calculate and utilize adjusted operating income and margin measures by adjusting our reported pre-tax income and margin amounts. In
addition to the costs and expenses noted as adjustments for our Adjusted Earnings measures, adjusted operating income and margin also exclude
Other expenses, net. Other expenses, net is primarily comprised of non-financing interest expense and also includes certain other non-operating
costs and expenses. We exclude these amounts in order to evaluate our current and past operating performance and to better understand the
expected future trends in our business. Adjusted operating income and margin also includes Equity in net income of unconsolidated affiliates.
Equity in net income of unconsolidated affiliates primarily reflects our 25% share of Fuji Xerox net income. We include this amount in our measure
of operating income and margin as Fuji Xerox is our primary intermediary to the Asia/Pacific market for distribution of Xerox branded products and
services.
Constant Currency
To better understand trends in our business, we believe that it is helpful to adjust revenue to exclude the impact of changes in the translation of
foreign currencies into U.S. dollars. We refer to this adjusted revenue as “constant currency.” This impact is calculated by translating current
period activity in local currency using the comparable prior year period's currency translation rate. This impact is calculated for all countries where
the functional currency is the local country currency. The constant currency impact for signings growth is calculated on the basis of plan currency
rates. Management believes the constant currency measure provides investors an additional perspective on revenue trends. Currency impact can
be determined as the difference between actual growth rates and constant currency growth rates.
Free Cash Flow
To better understand trends in our business, we believe that it is helpful to subtract amounts for capital expenditures (inclusive of internal use
software) from cash flows from continuing operations. Management believes this measure gives investors an additional perspective on cash flow
from operating activities in excess of amounts required for reinvestment. It provides a measure of our ability to fund acquisitions, dividends and
share repurchase. It is also used to measure our yield on market capitalization.
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Non-GAAP Financial Measures
Summary:
Management believes that all of these non-GAAP financial measures provide an additional means of analyzing the current period’s results against
the corresponding prior period’s results. However, these non-GAAP financial measures should be viewed in addition to, and not as a substitute for,
the company’s reported results prepared in accordance with GAAP. Our non-GAAP financial measures are not meant to be considered in isolation
or as a substitute for comparable GAAP measures and should be read only in conjunction with our consolidated financial statements prepared in
accordance with GAAP. Our management regularly uses our supplemental non-GAAP financial measures internally to understand, manage and
evaluate our business and make operating decisions. These non-GAAP measures are among the primary factors management uses in planning
for and forecasting future periods. Compensation of our executives is based in part on the performance of our business based on these non-GAAP
measures.
A reconciliation of these non-GAAP financial measures and the most directly comparable measures calculated and presented in accordance with
GAAP are set forth on the following tables:
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Net Income and EPS reconciliation
Three Months Ended
September 30, 2017
Net
Income

(in millions, except per share amounts)
As Reported (1)
Restructuring and related costs
Amortization of intangible assets
Non-service retirement-related costs
Income tax on adjustments (2)
Restructuring and other charges - Fuji Xerox

$

(3)

Adjusted

$

Dividends on preferred stock used in adjusted EPS calculation
Weighted average shares for adjusted EPS

(4)

(4)

Fully diluted shares at end of period (5)

Three Months Ended
September 30, 2016

Diluted
EPS

176 $
36
12
37
(31)
6
236 $
$

Net
Income

0.67

$

0.89

$

263

Diluted
EPS

175 $
25
14
34
(27)
2
223 $
$

0.66

0.84
6
256

263

(1) Net Income and EPS from continuing operations attributable to Xerox.
(2) Refer to Effective Tax Rate reconciliation.
(3) Other charges in third quarter 2017 represent audit and other fees associated with the independent investigation of Fuji Xerox's accounting practices.
(4) For those periods that exclude the preferred stock dividend the average shares for the calculations of diluted EPS include 7 million shares associated with
our Series A or Series B convertible preferred stock, as applicable.
(5) Represents common shares outstanding at September 30, 2017 as well as shares associated with our Series B convertible preferred stock plus potential
dilutive common shares as used for the calculation of diluted earnings per share for the third quarter 2017.
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EPS Guidance

FY 2017
GAAP EPS from Continuing Operations
Non-GAAP Adjustments
Adjusted EPS from Continuing Operations

$1.97 - $2.13
1.31
$3.28 - $3.44

Note: Adjusted EPS guidance excludes non-service retirement related costs, restructuring and related costs, amortization
of intangibles, as well as other discretely identified adjustments.
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Effective Tax Rate reconciliation
Three Months Ended
September 30, 2017
Pre-Tax
Income

(in millions)

Income
Tax
Expense

Three Months Ended
September 30, 2016

Effective
Tax Rate

Pre-Tax
Income

Income Tax
Expense

Effective
Tax Rate

Reported(1)
Non-GAAP Adjustments (2)

$

167 $
85

18
31

10.8%

$

166
73

$

28
27

16.9%

Adjusted(3)

$

252

49

19.4%

$

239

$

55

23.0%

$

__________
(1) Pre-Tax Income and Income Tax Expense from continuing operations.
(2) Refer to Net Income and EPS reconciliations for details.
(3) The tax impact on the Adjusted Pre‐Tax Income from continuing operations is calculated under the same accounting principles
applied to the As Reported Pre-Tax Income under ASC 740, which employs an annual effective tax rate method to the results.

53

Operating Income/Margin reconciliation
(in millions)

Three Months Ended September 30, 2017
Profit
Revenue
Margin

Three Months Ended September 30, 2016
Profit
Revenue
Margin

Reported (1)

$

$

167

$

2,497

6.7%

166

Adjustments:
Restructuring and related costs
Amortization of intangible assets
Non-service retirement-related costs
Equity in net income of unconsolidated affiliates

36
12
37
30

25
14
34
40

Restructuring and other charges - Fuji Xerox(2)
Other expenses, net
Adjusted

6
17
305

2
50
331

$

$

2,497

12.2%

$

$

2,629

6.3%

$

2,629

12.6%

(1) Pre-Tax Income and revenue from continuing operations.
(2) Other charges in third quarter 2017 represent audit and other fees associated with the independent investigation of
Fuji Xerox’s accounting practices.
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Operating Income/Margin reconciliation
Twelve Months Ended December 31, 2016
Profit

(in millions)

Reported (1) , (2)

$

568

Revenue

$ 10,771

Twelve Months Ended December 31, 2015

Margin

Profit

5.3%

$

924

Revenue

$

11,465

Twelve Months Ended December 31, 2014

Margin

8.1%

Profit

$

1,090

Revenue

Margin

$

12,679

8.6%

$

12,679

13.2%

Adjustments:
Restructuring and related costs

264

27

106

Amortization of intangible assets

58

60

65

Non-service retirement-related costs

131

116

79

Equity in net income of unconsolidated affiliates

127

109

142

Restructuring Charges - Fuji Xerox
Other expenses, net
Adjusted

$

3

4

3

200

195

185

1,351

$ 10,771

12.5%

$

1,435

$

11,465

12.5%

$

(1) Pre-Tax Income and revenue from continuing operations.
(2) Operating profit and margins reflect a revision of financials that was presented with our Q2 17 earnings release to
reflect the correction of Fuji Xerox misstatements in certain prior period financial statements.
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1,670

Operating Cash Flow / Free Cash Flow reconciliation
(in millions)
Operating Cash Flow (1)
Less: CAPEX (inclusive of Internal Use Software)
Free Cash Flow (1)

Q3 2017 Actual
$
(383)
(23)
$
(406)

Q3 2016 Actual
$
210
(29)
$
181

FY 2017 Estimated
$
(50) - 150
(125)
$
(175) - 25

(in millions)
Operating Cash Flow (1)
Add: Contributions to defined benefit pension plans
Operating Cash Flow (1) excluding pension contributions
Less: CAPEX (inclusive of Internal Use Software)
Free Cash Flow (1) excluding pension contributions

Q3 2017 Actual
$
(383)
671
288
(23)
$
265

Q3 2016 Actual
$
210
34
244
(29)
$
215

Change

(1) Operating Cash Flow and Free Cash Flow from continuing operations

56

$
$
$

(593)
637
44
6
50

Key Financial Ratios

(in millions)
Total Revenues
Total Gross Profit
Post Sale Revenue
Post Sale Gross Profit
RD&E
SAG
Total Gross Margin
Post Sale Gross Margin
RD&E as a % of Revenue
SAG as a % of Revenue

Three Months Ended

Three Months Ended

September 30, 2017

September 30, 2016

As
Reported(1)
$

2,497
988
1,976
837
108
648
39.6
42.4
4.3
26.0

$

%
%
%
%

(1) Revenue and costs from continuing operations.
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Non-service
retirementrelated costs
15
15
(5)
(17)

As
Reported(1)

Adjusted
$

2,497
1,003
1,976
852
103
631
40.2
43.1
4.1
25.3

$

%
%
%
%

2,629
1,037
2,056
853
118
664
39.4
41.5
4.5
25.3

Non-service
retirementrelated costs
$

%
%
%
%

13
13
(7)
(14)

Adjusted
$

2,629
1,050
2,056
866
111
650
39.9
42.1
4.2
24.7

%
%
%
%
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