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SAFE HARBOR AND GAAP TO NON-GAAP RECONCILIATION

These slides and the accompanying oral presentation contain forward-looking statements and information within the 

meaning of the ñsafe harborò provisions of the federal securities laws, including, without limitation, statements regarding 

future growth strategies and prospects.  The forward-looking statements are subject to risks and uncertainties that could 

cause actual results to differ materially from those projected. The risks and uncertainties include the uncertain impact of 

global economic conditions, including impact on customers' purchasing decisions; the intense competition in our 

industry both for selling solutions and hiring talented employees; our reliance on third parties to sell and support our 

products; our ability to continue to grow our cloud-based solutions; our ability to grow or maintain our premise products; 

supply and manufacturing risks; the impact of service disruptions or security breaches; uncertainties related to 

international operations; our ability to control costs as we expand our business; our ability to attract, retain and ramp 

new personnel; potentially longer sales cycles; uncertainties inherent in the product development cycle; our ability to 

identify and execute on strategic opportunities; uncertainty as to market acceptance of new products and services; the 

potential for litigation in our industry; and other risk factors set forth in ShoreTel's most recent Form 10-K and 10-Q, 

which are on file with the Securities and Exchange Commission. Any forward-looking statement speaks only as of its 

date.  ShoreTel assumes no obligation to update the forward-looking statements included in these slides.

ShoreTel, ShoreTel Sky and the ShoreTel logo are trademarks or registered trademarks of ShoreTel, Inc. in the United 

States and/or other countries. All other trademarks, trade names and service marks herein are the property of their 

respective owners.

Safe Harbor Statement

During this presentation references to financial measures of ShoreTel will include references to non-GAAP

financial measures. ShoreTel provides a reconciliation between GAAP and non-GAAP financial information in the

appendix of this presentation and also in each of its quarterly earnings press releases which can be found on the

Companyôswebsite at www.shoretel.com in the press room section.

GAAP Reconciliation

http://www.shoretel.com/




©2016 ShoreTel, Inc. All rights reserved worldwide. 4|

$1.5

$3.8

2016A 2020E

Overall Cloud Market

26% CAGR

CLOUD MARKET GROWTH DRIVE STRATEGIC PRIORITIES

Source: Synergy Research, March 2017

Å Worldwide UCaaS market projected to grow 

at a 26% CAGR through 2020

Å U.S. is the majority of worldwide demand

Å Highest growth expected from EMEA and 

APAC
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Technology

Innovation

Hosted

Revenue Growth

Geographic

Expansion

SHORETELôS STRATEGIC PRIORTIES
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THREE PHASES OF STRATEGIC EVOLUTION

PHASE 2: 

MIGRATION
ÅR&D, product 

development

ÅChannel program 
expansion

PHASE 1:

FOUNDATION
ÅFunctional integration

ÅConsolidated data 
centers

PHASE 3: 

ACCELERATION
ÅShoreTel Connect rollout

ÅCloud in UK, Australia, 
Canada

In progressCompleted Completed
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KEY MILESTONES DURING OUR EVOLUTION

8 Quarters Revenue 

Growth and Non-

GAAP Profitability

Expand Channel 

Partner Program

Integrate R&D / Sales 

Teams
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Open / Expand 

International Offices

Launch

New Product

Open and Migrate to 

New Data Center

Non-GAAP Operating 

Margin Expansion

Net Cash Position 

Increase of 280%

Hosted Revenue > 

Product Revenue

&

Recurring revenue > 

60% of total revenue

Expand Global

Cloud Presence

Align Global Premise 

Distribution with Two-

Tier model
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Complete 

Acquisitions

Launch

New Offerings, 

Applications and 

Summit Technology

Consolidate Data 

Centers, 

infrastructure

Roll Out & Enhance

ShoreTel Connect

Non-GAAP 

Profitability

Net Cash +370%;

Cash Flow from 

Operations +240%
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5 CATALYSTS TO GROW HOSTED REVENUE

1. ShoreTel Connect Rollout

2. Geographic Expansion of Cloud

3. Channel Scale

4. Mid-Market / Enterprise Adoption

5. Premise Leverage for Cloud
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CATALYST #1: SHORETEL CONNECT:
ONE SOLUTION, TWO WAYS TO DEPLOY, THREE WAYS TO CONSUME

VEnables customer flexibility and 
holistic experience

VAccelerates feature introduction 

and integration

VCreates modern and intuitive interfacesVIgnites the channel partner go to 

market strategy

ShoreTel Connect Advantages

ShoreTel 

Connect CLOUD

Fully hosted UCaaS

ShoreTel 

Connect ONSITE

Owner maintains and controls 

the system

ShoreTel 

Connect HYBRID

Combines cloud and 

onsite deployment features
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CATALYST #1: SHORETEL CONNECT:
EFFORTLESS COLLABORATION, CRM/LOB INTEGRATION

Manage multiple 

conversations and 

modalities from a 

single paneSecure from 

anywhere

Track the agenda

Easy controls

Sharing is a 

click away
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Catalyst #2: CLOUD GEOGRAPHIC EXPANSION

Australia 

Acquired 

November 2015

ShoreTel Connect

June 2017

United Kingdom

Launched

July 2015

ShoreTel Connect

Feb. 2017

Canada

Launched

ShoreTel Connect

March 2016

United States

Acquired

March 2012

ShoreTel Connect

Sept 2015

Spain

Ireland

New

Zealand

Hong

Kong

Singapore

France

Germany

Planned expansion
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ÅHolistic solution
ÅLeapfrog in UCaaS capabilities 
ÅSimplified the sales process

ÅCurrent partner expertise in UC
ÅExisting customer footprint          

ÅDrives consulting sales 
approach
ÅExpands partnersô portfolio
ÅAccretive to partnersô economics
ÅSingle partner program

ShoreTel Connectôs
Common Solution & UE

ShoreTel Connect Leverages Unique Value Proposition

CATALYST #3: CHANNEL SCALE

PARTNERS AS CATALYST FOR CLOUD GROWTH
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Å~ 50% have signed up to sell 
cloud services

Å~40% of the partners close a 
cloud deal in in a given quarter

Å~55% of authorized partners 
have closed a cloud deal in last 
twelve months

Å90+% of new customer 
bookings come from channel 
partner network

US premises partners Large penetration opportunity Channel driven bookings

Catalyst #3: CHANNEL SCALE
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CATALYST #3: CHANNEL SCALE

Service 

Providers
International 

VAR/VAD

Large/

Multi-Regional

U.S. VADs

Cloud & Premise 

Distributors

100% of premises 
sales via channel

90%+ of cloud 
bookings via channel

Cloud channel sales is 
increasing rate of 

engagement 

Mature channel community, 1,200+ partners, has a global sales footprint, provides local implementation and service 
delivery without the expense of a direct sales engine

http://www.cdw.com/default.aspx
http://blackbox.com/index.aspx
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CATALYST #3: CHANNEL SCALE
Expanded Relationship with ScanSource

Aligns U.S. with global two-tier 
distribution strategy

Å Increased consistency of partner experience

Furthers ShoreTelôs focus on technology 
innovation and cloud services

Å Milestone in our strategic transformation

ScanSource is a distribution leader

Å Increased resources for channel partners

Financially neutral / positive to FY18 
operating income

Å Acted upon $6-7M in annualized cost 
saving

+
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47%

% of Hosted revenue 

coming from customers 

over 100 seats

Catalyst #4: MID-MARKET / ENTERPRISE ADOPTION

ShoreTelôs product development, go-to-market and service delivery 

model is tailored to attract and service large customers

% of customerôs pay > 

$1,000 per month

43%
88%

% of total Hosted 

revenue coming from 

customers paying > 

$1,000 per month
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Catalyst #5: PREMISE TO CLOUD MIGRATION PROGRAM

A 50% migration rate 

over time indicates 

~$700 million in 

annualized hosted 

revenue

On premises installed base provides tremendous cloud opportunity

Key initiatives

1) Hybrid Apps

ÅCurrent ONSITE customer takes 

applications in the cloud

2) Hybrid Sites

ÅCurrent ONSITE customer adds 

new locations in the cloud

3) Full Migration

ÅCurrent ONSITE customer moves 

all locations and apps to the cloud

LTM

Support 

Revenue

$68 mm

Migrates

to cloud

20x+ 

revenue 

multiplier1

Full

installed 

base TAM 

of $1.4bn 

hosted 

revenue

1 Since March 2016, a number of installed premise customers agreed to migrate to and/or add cloud services.  Collectively, these 

customers committed to new annualized hosted revenue levels that are over 20x greater than their previously contracted support 

revenue.
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ShoreTel Summit
CPaaS Offering
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SHORETEL SUMMIT

Development Platform for Voice & SMS

True CPaaS architectureémore 
than just APIs

Fully hosted by ShoreTel. No 
maintenance or infrastructure 
support

Made for developers, by 
developers

5 minutes / 2 clicks to start coding

SHORETEL SUMMIT, CPaaS
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Developers

Developers

Enterprises

Apps

SUMMIT 

PLATFORM

APP PRODUCERS APP CONSUMERS

ShoreTel Summit:

Communications Platform as a Service (CPaaS)
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SHORETEL UNIQUELY POSITIONED TO WIN

ShoreTel Summit:
CPaaS Offering

ÅTargets enterprise customers

ÅEnables open development and 
consumption

Channel Network;
Enterprise Customers

Premise-to-Cloud Migration;
Leverage 4M+ Premise Seats

Cloud Customer Service;
High Touch Model

ÅPersonalized service offering

ÅRevenue churn ~5% per year

ShoreTelConnect;
ONSITE, CLOUD, HYBRID
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TODAYôS INVESTMENT TRIGGERS

1. 5 catalysts to grow hosted revenue

2. Hosted revenue is largest revenue stream (44% in Q3ô17)

3. ShoreTel Summit technology; CPaaS offering

4. Financial strength & flexibility
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FINANCIAL SUMMARY
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SHORETELôS TWO SOLUTIONS DRIVE HEALTHY RESULTS

ÅQ3 FY17 revenue:

ÅProduct = $30.5M (-10% yr/yr, -5% Q/Q)

ÅServ/Supp= $18.9M (+2% yr/yr, -1% Q/Q)

ÅContinued growth in support revenue (+4%) adds to the 
recurring revenue stream

ÅStrong gross margins fund investments

Å~ 26,000 customers on support agreements with 
4,000,000+ end users

ÅQ3 FY17 revenue = $38.3 (+17%, yr/yr, +4% Q/Q)

ÅStrong base of customers (6,500) and seats 
(271,000), up 27% and 24%, respectively

ÅRecurring revenue stream

ÅHigh ARPU of $48 per month; average seat size of 41

ÅAverage monthly revenue per customer of $1,991

ÅIndustry low revenue churn, 5.1% annualized

ÅLarge capacity data center

CLOUD PRODUCT /

SERVICE & SUPPORT

Annualized recurring revenue of $223M, 63% of Q3 FY 2017 revenue;
Solid balance sheet, strong cash generation


