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Item 2.02 Results of Operations and Financial Condition.

On September 10, 2020, Peloton Interactive, Inc. (“Peloton” or the "Company") will hold a conference call regarding its financial results for the year ended June 30, 2020.
Peloton also issued a letter to its stockholders announcing its financial results for the year ended June 30, 2020 (the “Shareholder Letter”). A copy of the Shareholder Letter is
furnished as Exhibit 99.1 to this Current Report on Form 8-K.

The information furnished with this Item 2.02, including Exhibit 99.1, shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), or otherwise subject to the liabilities of that section, nor shall it be deemed incorporated by reference into any other filing under the Securities Act of
1933, as amended, or the Exchange Act, except as expressly set forth by specific reference in such a filing.

Peloton is making reference to non-GAAP financial information in both the Shareholder Letter and the conference call. A reconciliation of GAAP to non-GAAP results is
provided in the Shareholder Letter, as attached to this Current Report on Form 8-K.

Peloton uses its Investor Relations website (https://investor.onepeloton.com/investor-relations) as a means of disclosing material non-public information and for complying
with its disclosure obligations under Regulation FD.

Item 9.01 Financial Statements and Exhibits.
(d) Exhibits.

Exhibit
Number Exhibit Title or Description
99.1 Letter to Shareholders, dated September 10, 2020
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Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, the Registrant has duly caused this report to be signed on its behalf by the undersigned thereunto duly authorized.

PELOTON INTERACTIVE, INC.

Date: September 10, 2020 By: /s/ Jill Woodworth
Jill Woodworth
Chief Financial Officer




SHAREHOLDER LETTER




PELOTOMN INTERACTIVE, INC.

FOURTH QUARTER & FY 2020 HIGHLIGHTS

All financial comparnsons are on 8 year-over-year basis uniess otherwise noted.

Q4 and FY 2020 ending Connected Fitness Subscriptions
grew 113% to over 1.0% million and paid Digital
subscriptions grew 210% to over 316,800, total Members
grew to approximately 3.1 million

04 total revenue grew 172% to $607.1 million; FY 2020
total revenue grew 100% to 51.8 hillion

Connected Fitness Subscription Workouts grew 333% in
Q4 to over 76.8 million, averaging 24.7 Monthly Workouts
per Connected Fitness Subscription, versus 12.0 in the
same period |ast year

+ Average Net Monthly Connected Fitness Churn was 0.52%
for Q4 and 0.62% for FY 2020; Q4 12-month retention rate
was 92%

Q4 Gross Profit Margin grew to 47.6%; Connected Fitness
Gross Margin was 45.3%, Subscription Gross Margin was
56.8%, and Subscription Contribution Margin was 64.1%

Q4 Met Income was $89.7 million, $0.27 per diluted share;
04 Adjusted EBITDA was 5743.6 million, representing an
Adjusted EBITDA Margin of 23.7%

CONNECTED FITNESS SUBSCRIPTIONS
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1FY 2021 guidance;

1.32 million to 1.33 million ending Connected Fitness
Subscriptions, growth of 135% at the midpoint

Average Net Monthly Connected Fitness Churn
under 0.75%

8720 million to $730 million total revenue, 218%
growth at midpoint

Gross Profit Margin of approximately 41%

$80 million ta 590 million Adjusted EBITDA, 11.7%
Adjusted EBITDA Margin al the midpoint

Full year FY 2027 guidance:
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2.05 million to 210 million ending Connected Fitness
Subscriptions, growth of 90% at the midpaint

Average Net Monthly Connected Fitness Churn
under 1.00%

53.50 billion to 53.65 billion total revenue,
96% growth at midpoint

Gross Profit Margin of approximately 41%

§200 million to 5275 million Adjusted EBITDA, 6.6%
Adjusted EBITDA Margin at the midpoint
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Peloton Shareholders,

As our global communities continue to battle the COVID-19 pandemic, we remain incredibly
appreciative of the tireless efforts of all first responders, local health officials, and essential workers
focused on the safe re-opening of our economy. We're proud to play an important part in our
Members' lives during this time by providing a platform where our Members can maintain their
physical and mental well-being, while we continue to expand the breadth of our content offering

and broaden access to the Peloton platform.

FY 2020 was a transformative year for Peloton. We made great progress in scaling our business,
from manufacturing and logistics, to member support and field operations. We launched operations
in Germany, our first foreign language market, and continued to grow our footprint in the United
States, Canada, and the United Kingdom. By the end of FY 2020 our Peloton membership base
grew to approximately 3.1 million, compared to 1.4 million Members in the prior year. Fueled in part
by the challenges associated with COVID-19, Member engagement reached new highs with 164

million Connected Fitness Subscription workouts completed in FY 2020.

‘H-RunNRide Pelodoctors
nepack H:ERnurses ‘- Jerseyriders
otonDads 7 PelotonLawyers H:Sw

_ , a9
PeloSwimmers

‘H: PelotonDeutschland J ¢ ‘- CentralJerseyCrew

~PelotonRNs - CollegeBaseball PelotonTeachers H:Pelo

‘- PelotonMoms TogetherWeGoFar




n FY 2020, we expanded our fitnes

and wellness content offerings in strength, yoga, meditation,
and new floor-based c

egories such as Fit Family and Dance Cardio. Our Member engagement

levels continued to increase in FY 2020 in part due to our Members’ use of floor-based content, led

by Strength classes

which posted the most significant year-over-year gains

n addition to broade

ng our content, w

mproved the accessibility of our platform through
our Digital offering. Paid Peloton Digital subscriptions grew 210% year-over-year as we reduced the
price of Peloton Digital to $12.99 and extended our Digital free trial period to 90 days during March

and April to give access to high-guality fitness

ntent to those s

ieltering in place. With the goal

of being on every screen in your hand and in your home, we launched integrations with the four

er-the-top TV platforms including Amazon Fire TV, Android, Apple TV, and Roku




OPERATIONS

SHOWROOMS

On June 15, 2020, we began re-opening select
showrooms in the United States, United
Kingdom, and Canada, following the re-opening
of our German stores in late May. Our re-opening
schedule has been guided by state, local, and
municipal guidelines and is accompanied by
extensive safety training for our retail team
members and stringent cleaning practices.

To date, nearly all 103 showroom locations
have resumed normal operations or are taking
customer appointments.
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SIGNIFICANT CONSTRUCTION
PROJECTS

Following COVID-19 related delays, we have
resumed construction of our new headquarters

in New York City and our 11 Floral Street Studio

in London. Both are expected to be completed

in Spring 2021. Our Floral Street Studio will

have three production studios, allowing us to
significantly increase production of floor content
as well as foreign language classes for our
growing community of Members in Europe. Lastly,
we expect our new manufacturing plant located in
Shin Ji, Taiwan to be completed by the end of this
calendar year, The additional factory at Tonic will
provide us with significant additional production
capacity, helping us scale over the next few years

Showroom in Berlin, Germany




CONNECTED FITNESS PRODUCT
PORTFOLIO EXPANSION

Earlier this week we announced an exciting

new addition to our category-leading bike
offering: Bike+. Offered at $2,495, Bike+ builds
on our groundbreaking connected fitness bike
experience by offering a new 24" touchscreen
with a powerful built-in and integrated soundbar
and subwoofer system. The 360-degree rotating
display allows Members to easily pivot and tilt

the screen adding strength, yoga, or stretching to
their routine or take our new Bike Bootcamp class
series. Resistance on Bike+ is controlled digitally

s0 Members can "Auto Follow” instructors'
class programs and control resistance from
the touchscreen. In conjunction with the new
Bike+ introduction, we reduced the price of our
existing Bike to 51,895 (now $49 per month
with our 39-month financing plan), broadening
accessibility to the Peloton platform. Bike+ is
currently available for purchase in the United
States, Canada, United Kingdom, and Germany.

We're also thrilled to announce an important
addition to our Tread line, "Peloton Tread” {our
current Tread is "Peloton Tread+"). Offered

at $2,495, Peloton Tread has all the essential
elements of the Peloton Tread+ experience but
in & more affordable and compact form factor.
Despite the smaller size, the Peloton Tread

has ample running surface area and provides
running comfort on a sleek belt drive. It features

a 24" touchscreen with a powerful built-in and
integrated soundbar and subwoofer system as
well as ergonomic pace and incline control knobs
with jump buttons. With an immersive audio
and video experience and heart rate monitor
integration, Peloton Tread is designed for both
on-Tread as well as floor-based bootcamp
content. Peloton Tread will be available in the
United Kingdom starting December 26th, in the
United States and Canada starting early 20217,
and in Germany later in 2021.




THE PELOTON PLEDGE
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‘TOGETHER WE GO FAR, AND

THIS IS JUST THE BEGINNING.”

—JOHN FOLEY, PELOTON FOUNDER AND CEO




f;" PELOTON

ALL-STAR RIDE

FITNESS PROGRAMMING

omed our instructors back

On May 26th, we we

to our new '”PI oton M—w York Studio (PSNY) to
resume filming. Though classes remain closed to

the public, the re-apening of our studios will allow
us to increase t ction of new classes to

pre-COVID-19 levels over time

City
from our instructors humu L,VL
Live from Home workouts ha h'm.n taken, with
one highlight being Alex Toussaint's support of
ESPN's L Dance tribute to Michael Jordan,
which has lo 1 215,000 workouts, Other
highlights from the quarter include the launch of
our “No Equipment Meeded” collection of Strength
workouts, and our ESPN All-Star Partnership in
July where 16 elite professional male and female
athletes participated in
competition on the Pelc

The

yton Bike

Our new workouts for families, Fit Family,

: th Member workouts

in the guarter surpassing 500,000. Offering
themed music experiences remains a key Member
2st, and in the quarter we deliv (
Artist Series, including Dolly Parton, BTS, Ricky
Martin, and King Princess

[Z-L,-rinr_J the quarter we also announced the addition
of two world class fitness uctors, Chelsea
Jackson Roberts and Adrian Williams. Chelsea

adds additional depth to our growing team of

Yoga and Meditation instructors, while Adrian is

motivating Members through highly engaging

R g, Strength, and Bootcamp cla

Ins

TAGS

We are continually inspired by our incredible
Member community, and look for ways ta bring
our Members closer together through interactive
oftware features,

5]

ich as "Tags”
simple yet highly
ay for Members to express themselves,
connect with others, and workout togett
s create T

> their f:
. employer, and mo
Members have a new we
h their communi '-; w‘“'u:!e enha 1cing

and workout ex ence. To date,
ted by

social s

CHELSEA JACKSON ROBERTS

ADRIAN WILLIAMS




PELOTON INTERACTIVE, INC.

FINANCIAL DISCUSSION

Beginning this quarter we have folded "Other” segment (which primarily
consists of apparel) into the "Connected Fitness Product” segment. This
realignment reflects how we manage our business. A table detailing
how this change Impacts prior reported quarters is provided in the
Appendix of this letter. All periods presented as well as comparisons to
prior periods reflect the change to our segment presentation.

In Q4 we saw strong sustained momentum in Connected Fitness
subscriber and revenue growth due to COVID-19 while we
continued to pause the majority of our media spend and kept most
showrooms closed

REVENUE

We generated total revenue of $607.1 million in Q4, representing
172% year-over-year growth. Connected Fitness segment revenue
was $485.9 million in Q4, representing 199% year-over-year growth
and 80% of total revenue, Growth of our Connected Fitness
segment reflects both a significant carryover of undelivered

Bikes from Q3 as well as continued strong organic demand due

to the ongoing COVID-19 pandemic. Apparel sales growth also
accelerated in the guarter, reflecting improved sell-through rates
and our Memorial Day and Homecoming sales events in May.

Subscription revenue grew to $121.2 million in Q4, representing
99% year-over-year growth and 20% of total revenue, driven by
strong Connected Fitness Product sales and continued low Average
Net Monthly Connected Fitness Churn of 0.52%. Our Connected
Fitness Subscription base reached 1.09 million at the end of Q4,
representing year-over-year growth of 113%. Our low churn was the
result of continued high engagement with our platform and elevated
subscription reactivations. As of June 30, 95% of our Connected
Fitness Subscription base were on month-to-month plans.

Member engagement grew in Q4 with 24.7 Average Monthly
Workouts per Connected Fitness Subscription versus 12.0
Workouts in the same period last year. Members with a Connected
Fitness Subscription worked out with us 76.8 million times, up from
17.8 million Workouts in the same period last year, representing
333% year-over-year growth. In addition, we ended the quarter with
over 316,800 paying Digital subscriptions, up 210% year-over-year.

REVENUE
5607.1 million
172%Y/Y

ENDING
CONNECTED
FITNESS
SUBSCRIPTIONS
1.09 million

M3%Y/Y

AVG. NET MONTHLY
CONNECTED
FITNESS CHURN

0.52%

PELOTON Q4: 2020 | 9




PELOTON INTERACTIVE, INC.

FINANCIAL DISCUSSION

GROSS PROFIT

Gross profit in Q4 was $288.8 million representing 188% year-
over-year growth and a 47.6% gross margin, an improvement of
275 basis points versus the prior year period.

Connected Fitness segment gross profit was $220.0 million in
(4, representing 223% year-over-year growth. Our Connected
Fitness segment gross margin was 45.3%, a 327 basis point
increase versus last year. Compared to the year-ago period, our
Connected Fitness gross profit margin benefited from a mix-shift
to Bike deliveries and product cost efficiencies, partially offset by
expense growth in supply chain and logistics, including expedited
shipping and COVID-19-related costs

Subseription gross profit was $68.8 million in Q4, representing
116% year-over-year growth. Subscription gross margin was
56.8%, up from 52.3% in the year-ago period. Subscription
Contribution was $77.7 million in Q4, representing 112% year-
over-year growth. Subscription Contribution Margin was 64,1%,
versus the prior year period of 60.0%. Year-on-year margin
improverment was driven primarily by leverage against fixed
content production expenses.

For a reconciliation of non-GAAP financial measures to their
corresponding GAAP measures, please refer to the reconciliation
tables in the section below titled "Key Operating Metrics and Non-
GAAP Financial Measures--Non-GAAP Financial Measures”

GROSS PROFIT
5288 8 million
47.6% gross margin

CONNECTED
FITNESS GROSS
PROFIT

5220.0 million

45 3% gross margin

SUBSCRIPTION
GROSS PROFIT

568.8 million

56.8% gross margin

SUBSCRIPTION
CONTRIBUTION

877.7 million

64.1% contribution
margin




PELOTON INTERACTIVE, INC.

FINANCIAL DISCUSSION

OPERATING EXPENSES

Total operating expense was $198.8 million in Q4, and grew 33%
year-over-year, representing 33% of total revenue versus the prior
year period of 67%.

Sales and marketing expense was $84.2 million in Q4, and grew
8% year-over-year, representing 14% of total revenue versus the
prior year period of 35%. Given the robust organic demand due to
COVID-19 and strong brand awareness, we continued to pause the
majority of our media spend through the end of the quarter. At the
close of Q4, our global showroom count was 85, up from 74 in the
year prior.

General and administrative expense was $86.2 million in Q4, and
grew 58% year-over-year, representing 14% of total revenue versus
the prior year period of 24%. Year-over-year growth was driven by
continued investment in our teams and systems, public company
costs, legal expenses, and lease expense related to our new
headquarters in New York City.

Research and development expense was $28.4 million in Q4,
and grew 67% year-over-year, representing 5% of total revenue,
versus the prior year period of 8%. This expense growth reflects
continued investments in new Connected Fitness Product
development and software features,

TOTAL
OPERATING
EXPENSES

$198.8 million

33% of revenue

SALES AND
MARKETING

5842 million

14% of revenue

GENERAL AND
ADMINISTRATIVE

586.2 million

14% of revenue

RESEARCH AND
DEVELOPMENT

528.4 million

5% of revenue
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PELOTON INTERACTIVE, INC.

FINANCIAL DISCUSSION

PROFITABILITY

Net income for Q4 was $89.1 million versus a net loss of $(47.4)
million in the same period last year. Q4 Adjusted EBITDA was
$143.6 million, representing an Adjusted EBITDA Margin of
23.7%, compared to (10.6)% in the same period last year. Basic
and diluted earnings per share in Q4 were 50.31 and 50.27,
respectively.

BALANCE SHEET

We ended Q4 with 51.8 billion in cash, cash equivalents, and
marketable securities. We also have additional liquidity of $250.0
million in the form of a revolving credit facility, which remains
undrawn to-date.

For fiscal year 2020, operating cash flow was $376.4 million.
Capital expenditures were $156.4 million, the majority of which
was related to the build out of our New York City headqguarters,
our new Peloton Studios in New York City and London, our new
manufacturing facility in Taiwan, and new showrooms.

NET INCOME
589.1 million

ADJUSTED
EBITDA

$143.6 million
23.7% margin

CASH AND
MARKETABLE
SECURITIES

51.8 billion

PELOTON Q4: 2020 | 12




PELOTON INTERACTIVE, INC.

Q1 AND FULL FISCAL YEAR 2021

BUSINESS OUTLOOK

FY 2021 Q1 GUIDANCE

+ 1.32 million to 1.33 million ending
Connected Fitness Subscriptions, growth of
135% at the midpoint

- Average Net Monthly Connected Fitness
Churn under 0.75%

- §720 million to $730 million total revenue,
218% growth at midpoint

- Gross Profit Margin of approximately 41%

- 580 million to $90 million Adjusted EBITDA,
11.7% Adjusted EBITDA Margin at the midpoint

We entered Q1 FY 2027 with a backlog of $230 million
Bike deliveries in all geographies and sales continue

1o surpass expectations in the first two months of the
quarter. While we had expected demand to moderate,
the unexpected resurgence of COVID-19 cases in

many states has perpetuated the imbalance of supply
and demand in many geographies, causing continued
elongated order-to-delivery windows for our custamers.
While we have significantly increased our production
capacity in recent months and continue to grow our

manufacturing capabilities, we do not expect to return to
normalized order-to-delivery windows in the United States

prior to the end of Q2 FY 2021,

In Q1 FY 2027 and full year FY 2021, we expect a gross
profit margin of approximately 41%, though we could see

some fluctuation quarter to quarter based on product mix

and other faclors. We expect Connected Fitness Product
gross margin to decline year-over-year driven by the price
reduction of our existing Bike, the mix shift to Peloton
Tread+ which carries a lower gross profit margin, and

further investments to scale our supply chain and logistics

operations.

We expect Subscription Contribution Margin in Q1 FY
2027 and full year FY 2027 to be flat year-over-year. With
the massive opportunity in front of us, we will continue to

FULL FISCAL YEAR 2021 GUIDANCE

2.05 million to 2.10 million ending Connected
Fitness Subscriptions, growth of 90% at the
midpoint

Average Net Monthly Connected Fitness
Churn under 1.00%

$3.50 billion ta $3.65 billion total revenue,
96% growth at midpoint

Gross Profit Margin of approximately 41%

5200 million to $275 million Adjusted EBITDA,
6.6% Adjusted EBITDA Margin at the midpoint

invest in improving the variety, depth, and guality of our
fitness and wellness programming. While we expect some
leveraging of the fixed costs of content production, these
efficiencies will be largely offset by increases in variable
costs associated with continued high engagement of our
Members, a mix shift to Digital subscriptions, and cantent
investments including new fitness verticals and increasing
our library of international and foreign language classes.
Our long term target of achieving a 70%+ Subscription
Contribution Margin remaing intact

With strong sales flow-through, leveraging of fixed costs,
and reductions to media spend, we expect Q1 FY 2021
Adjusted EBITDA of $80 million to $90 million, representing
an Adjusted EBITDA Margin of 11.7% at the midpoint of the
range. For FY 2021, we expect Adjusted EBITDA of 5200
rnillion to $275 million, representing an Adjusted EBITDA
Margin of 6.6% at the midpoint of the range

A reconciliation of non-GAAP guidance measures to
corresponding GAAP measures is not available on a
forward-looking basis without unreascnable effort due to
the uncertainty regarding, and the potential vanability of,
mary of the costs and expenses that may be incurred in the
future, We have provided a reconciliation of GAAP to nan-
GAAP financial measures for the fourth quarter and for the
full year in the reconciliation tables at the end of this letter.
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PELOTOMN INTERACTIVE, INC.

Q1 AND FULL FISCAL YEAR 2021

BUSINESS OUTLOOK

WEBCAST

We will host a Q&A session at 5:00pm ET on Thursday,
September 10, 2020 to discuss our financial results. To
participate in the live call, please dial 1 (877) 667-0469
(US / Canada) ar 1 (346) 406-0807 (international) and
provide conference 1D 7223628, A live webcast of the
call will be available at htips://investor.onepeloton
caom/investor-relations/ and will be archived on our site
following the call.

As our communities continue to struggle with the global
pandemic and resulting macroeconomic issues, we

are proud to provide a platform where our Members
can maintain their physical and mental well-being. We
want to thank our entire Peloton Family for all their
hard work, especially our delivery, warehouse, sales,
and Member experience teams who continue to work
tirelessly in service to our Members. We are grateful for
our amazing Peloton community as a constant source
of inspiration for our teams as we continue to build the
world's best connected fitness experience.

Together we gao far,
Team Peloton

SAFE HARBOR STATEMENT

This shareholder letter includes forward-looking
statements, which are statements other than
staterments of historical facts and statements in the
future tense. These statements include, but are not
limited to, statements regarding our future performance
and our market opportunity, including expected financial
results for the first quarter of fiscal year 2027 and full
fiscal year 2027, the potential impact of COVID-19 on
the fitness and wellness industry in general as well

as our business, our business strategy and plans,

our expectations regarding timing for completion

of our new headquarters, the opening of our Floral
Street Studio, and our new Tonic manufacturing plant,
and our objectives and future operations. Forward-
looking statements are based upon various estimates
and assumptions, as well as information known to

us as of the date hereof, and are subject ta risks

and uncertainties, Accordingly, actual resufts could

differ materially due to a variety of factors, including:
our ability to attract and retain Connected Fitness

and Digital Subscription base; our limited operating
history; our ahility to anticipate and satisfy consumer
preferences; the effects of the highly competitive
market in which we operale; market acceptance of

our Connected Fitness Products, including our newly
introduced products, Bike+ and Peloton Tread; our
ahility to successfully develop and timely introduce
new products and services; our ability to accurately
forecast consumer demand and adeqguately manage
our inventory; our ability to maintain the value and
reputation of the Peloton brand; a decrease in sales of
our Bike; the continued growth of the connected fitness
market; the loss of any one of our third-party suppliers,
manufacturers, or logistics partners; our ahility to
achieve the objectives of strategic and operational
initiatives; litigation and related costs; the impact

of privacy and data security laws; and other general
market, political, economic, and business conditions

Additional risks and uncertainties that could affect our
financial results and business are or will be included
under the caption "Risk Factors” in our Annual Report
on Form-K for the fiscal year ended June 30, 2020, our
maost recent Quarterly Report on Form 10-Q, and our
other SEC filings, which are available on the Investor
Relations page of our website at hitps:/investor,
onepeloton com/investor-relations and on the SEC
website at www.sec.gov

All forward-looking statements contained herein are
based on information available to us as of the date
hereof and you should not rely upon forward-looking
staterments as predictions of future events. The events
and circumstances reflected in the forward-fooking
statements may not be achieved or oceur. Although

we believe that the expectations reflected in the
forward-locking statements are reasonable, we cannot
guarantee future results, performance, or achieverments.
We undertake no obligation to update any of these
forward-looking statements for any reason after the
date of this shareholder letter or to conform these
statements to actual results or revised expectations,
except as required by law. Undue reliance should not be
placed on forward-looking statements.
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PELOTON INTERACTIVE, INC.

KEY OPERATING METRICS AND NON-GAAP
FINANCIAL MEASURES

In addition to the measures presented in our consolidated financial statements, we use the following key operating
metrics to evaluate our business, measure our performance, develop financial forecasts, and make strategic decisions.

Three Months Ended June 30, Year Ended June 30,
2020 2019 2020 2019
Ending Cannected Fitness Subscriptions 1,081,100 511,200 1,081,100 511,200
Average Net Monthly Connected Fitness Churn 0.52% 0.79% 0.62% 0.65%
Total Warkouts (in millions) 76.8 178 164.5 52.2
Average Monthly Workouts per Connected Fitness Subscription 247 120 17.9 115
Subscription Gross Profit (in millions) 5 688 5 319 5 2080 § 77.4
Subseription Gontribution (in millions)o, 5 7778 366 3 2321 § 319
Subscription Gross Margin 56.8% 52.3% 57.2% 42.7%
Subscription Contribution Marging, B41% 60.0% 63.8% 50.8%
Net income {lass) (in millions) 5 891 § (47.4) 5 (71.6) § (195.6)
Adjusted EBITDA {in millions)z 8 1436 § (23.6) 5 177 § (71.3)
Adjusted EBITDA Margin 23.7% (10.6)% 6.4% (7.8)%

(1) Pieaze see the sec

and an axplan;

{21 P e

AVERAGE NET MONTHLY CONNECTED
FITNESS CHURN

CONNECTED FITNESS SUBSCRIPTIONS

Cur ability to expand the number of Connected Fitness

Subscriptions is an indicator of our market penetration We use Average Net Monthly Connected Fitness Churn

and growth. We define a Connected Fitness Subscription
as a person, heusehold, or commercial property, such

as a hotel or residential building, who has either paid

for a subscription to a Cennected Fitness Product (a
Connected Fitness Subscription with a successful

credit card billing or with prepaid subscription credits or
waivers) or requested a "pause’ to their subscription for
up to 3 months, We do not include canceled or unpaid
Connected Fitness Subscriptions in the Connected
Fitness Subscription count.

to measure the retention of our Connected Fitness
Subscriptions. We define Average Net Monthly Connected
Fitness Churn as Connected Fitness Subscription
cancellations, net of reactivations, in the quarter, divided
by the average number of beginning Connected Fitness
Subscriptions in each month, divided by three months,
This metric does not include data related to our Digital
subseriptions for Members who pay a monthly fee for
access to our content library on their own devices.
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PELOTON INTERACTIVE, INC.

KEY OPERATING METRICS AND NON-GAAP

FINANCIAL MEASURES

TOTAL WORKOUTS AND AVERAGE
MONTHLY WORKOUTS PER CONNECTED
FITNESS SUBSCRIPTION

We review Total Workouts and Average Monthly
Workouts per Connected Fitness Subscription to
measure engagement, which is the leading indicator
of retention for our Connected Fitness Subscriptions.
We define Total Workouts as all workouts completed
during a given period, We define a Workout as a
Connected Filness Subscription for Members either
completing at least 50% of an instructor-led or scenic
ride or run or ten or more minutes of "Just Ride”

or "Just Run® mode. We define Average Monthly
Workouts per Connected Fitness Subscription as the
Total Workouts completed in the quarter divided by the
average number of Connected Fitness Subscriptions
ineach month, divided by three months.

NON-GAAP FINANCIAL MEASURES

In addition to our results determined in accordance
with accounting principles generally accepted in the
United States, or GAAP. we believe the following non-
GAAP financial measures are useful in evaluating our
operating performance.

These non-GAAP financial measures have limitations
as analytical toals in that they do not reflect all of the
amounts associated with our results of cperations
as determined in accordance with GAAP Because of
these limitations, Adjusted EBITDA, Adjusted EBITDA
Margin, Subscription Contribution, and Subscription
Contribution Margin should be considered along with
other operating and financial performance measures
presented in accordance with GAAP,

The presentation of these non-GAAP financial
measures is not intended to be considered in

isolation or as a substitute for, or superior to, financial
information prepared and presented in accordance
with GAAR Investors are encouraged to review the
reconciliation of these non-GAAP financial measures

to their most directly comparable GAAR financial
measures. A reconciliation of the non-GAAP financial
measures to such GAAP measures can be found below.
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PELOTON INTERACTIVE, INC.

ADJUSTED EBITDA AND ADJUSTED EBITDA MARGIN

Adjusted EBITDA and Adjusted EBITDA Margin are key
performance measures that our management uses to
assess our operating performance and the operating
leverage in our business. Because Adjusted EBITDA and
Adjusted EBITDA Margin facilitate internal comparisons
of aur historical operating performance on a more
consistent basis, we use these measures for business
planning purposes. We alsc believe this information will
be useful for investors to facilitate compariscns of our
operating performance and better identify trends in our
business. We expect Adjusted EBITDA Margin to increase
over the long-term as we continue to scale our business
and achieve greater leverage in our operating expenses.

We calculate Adjusted EBITDA as net loss adjusted to
exclude: other income, net; provision for income taxes;
depreciation and amortization expense; stock-based
compensation expense; transaction costs; certain litigation
expenses, consisting of legal settlements and related fees
for specific proceedings that arise outside of the ordinary
course of our business; the ground lease expense related
to build-to-suit lease obligations under ASC 840; and non-
recurring incremental costs primarily consisting of hazard
pay as a result of COVID-19. Adjusted EBITDA Margin is
calculated by dividing Adjusted EBITDA by total revenue,

Three Menths Ended June 30, Fiscal Year Ended June 30,
(dollars in millions) (dollars in millions)
2020 2019 2020 2019
Net income (loss) 5 891 & (47.4) § (71.6) & (195.6)
Adjusted to exclude the following:
Other income, nat (2.8) (1.8) (12.4) {87)
Income tax (benefit) expense 38 (0.1) 33 0.1
Depreciation and amartization expense 12.0 6.7 40,2 21.7
Stock-based compensation expense 325 R 888 895
Litigation and settlement expenses 11 23 607 121
Other adjustment items ) 8.0 33 9.4 76
Adjusted EBITDA 5 1436 § (23.6) § 11778 (71.3)
Adjusted EBITDA margin 237% (10.6)% 6.4% (7.8)%
1) Included in et loss are content costs for past use as fallows:
Three Months Ended June 30, Fiscal Year Ended June 30,
(dellars in millions) (dollars in millions)
2020 2019 2020 2019
Caontent costs for past use i 3 06 S - 5 16 § 16.4

{1} From fime-to-time, we execute musio ropaliy agreements with varlous
rafeased

ms regarding e aleged pa

EBITDA are canfent

costs for past use

frecal year ended June 30, 2028, and rero and 180 for the dhree m

{2} Includes incremental costs associated with COVID- 19 of 38

S7.2milion for the fiscal year ended June 30, 2079

o rights holders. As part of these go-for

Bnse agreemants, we may also enter nfe agreements wherehy we s

50 Papmens §s of

ol § for each of the three months snd

e and fiscal year ended dune 30, 2018, respeciively

ilion for the fiscsl year endsd June 30, 2020 and the pround fesse expense related 1o build-ro-suit lesse obligations inder ASC 340 of
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PELOTOMN INTERACTIVE, INC.

SUBSCRIPTION CONTRIBUTION AND SUBSCRIPTION

CONTRIBUTION MARGIN

We use Subscription Contribution and Subscription
Contribution Margin to measure our ability to scale

and leverage the costs of our Connected Fitness
Subscriptions. The continued growth of our Connected
Fitness Subscription base will allow us to improve our
Subscription Contribution Margin. While there are variable
costs, including music royalties, associated with our
Connected Fitness Subscriptions, a significant portion
of our content creation costs are fixed given that we
operate with a limited number of production studios and
instructors. The fixed nature of those expenses should
scale aver time as we grow our Connected Fitness
Subscription base.

We believe that these non-GAAP financial measures are
useful to investors for period-to-period comparisons
of our business and in understanding and evaluating
our operating results because our management uses

Three Months Ended June 20,

Subscription Contribution and Subscription Contribution
Margin in conjunction with financial measures prepared in
accordance with GAAP for planning purposes, including the
preparation of our annual operating budget, as a measure

of our core operating results and the effectiveness of our
business strategy, and in evaluating our financial performance.

We define Subscription Contribution as subscription revenue
less cost of subscription revenus, adjusted to exclude from
cost of subscription revenue, depreciation and amortization
expense and stock-based compensation expense. Subscription
Contribution Margin is calculated by dividing Subscription
Contribution by subscription revenue.

The following table presents a reconciliation of Subscription
Contribution to subscription gross profit, the most directly
comparable financial measure prepared in accordance with
GAAR for each of the periods indicated:

Fiscal Year Ended June 30,

(dollars in millions) (dallars in millions)

2020 2019 2020 2019
Subscription Revenue 5 1212 § 61.0 5 3637 3 1811
Less: Cost of Subscription 524 201 15867 1037
Subscription Gross Profit 5 688 $ 39 3 2080 $ 774
Subscription Gross Margin 56.8% 523% 57.2% 42 7%
Add back:
Depreciation and amaortization expense 5 49 5 38 3 166 § T
Stock-based compensation expense 39 08 T4 32
Subscription Contribution 3 7778 36.6 5 2321 § 919
Subscription Contribution Margin 641% &60.0% 63.8% 50.8%
{1} Includled in cost of subscription are content costs for past use as follows

Three Months Ended June 30, Fiscal Year Ended June 30,
(dollars in millions) {dollars in millions)

2020 2019 2020 2019
Content costs for past use ] 06 5 - 5 16 & 6.4
{1] Fram lime-to-time, we execu pornents, we may also enter i

refeased i I potential i

costs for past use. \nciuded i Subscnption Cantribution and Subs:

Cantribution Margin of 47 and 44 far the three months and fiscal year ended Jure 30, 2025, and zero and

an Comtribution Margin are contes

stent in exchangs for & ¢

costs for past use These costs had a negative ba

'or the three months and fiscal year ended June 30, 2075, respectively
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PELOTON INTERACTIVE, INC.

CONSOLIDATED BALANCE SHEETS

{in millions, except share and per share amounts)

ASSETS

Current assets:

06/30/2020 06/30/2019

Cash and cash equivalents $ 10355 § 1621

Marketable securities 719.5 2160

Accounts receivable, net 34.6 18.5

Inventories, net 2445 1366

Prepaid expenses and other current assets 1245 48.4
Total current assets 21588 581.7
Property and equipment, net 2423 2497
Intangible assets, net 16.0 9.5
Goodwill 351 4.3
Restricted cash 1.8 [R:}
Right-of-use assets, net 4632 5 =
Other assels 318 a5
Total assets & 29818 § 864.5
LIABILITIES, REDEEMABLE CONVERTIBLE PREFERRED STOCK,
AND STOCKHOLDERS® EQUITY (DEFICIT)
Current labilities:

Accounts payable $ 1358 § 922

Accrued expenses 2259 104.5

Gustomer deposits and deferred revenue 3636 90.8

Current portion of lease ligbilities and other current liabilities 46.9 33
Taotal current liabilities 7722 290.8
Deferred rent - 237
Build-to-suit liability = 147.1
Long term lease liabilities, net 508.2 -
Other non-current liabilities 234 0.4
Tatal liabilities 1,303.8 462.0
Commitments and contingencies
Redeemable convertible preferred stock, 0000025 par value, zerp and 215,443,468 shiaves autharized, zeva and 210,640,629 shares _ 9411
1ssured and outstanding as of June 30, 2020 and June 30, 2079, respectively.
Stockholders’ equity (deficit)

Common stock, $0.000025 par value; 2,500, 000,000 snd 2ere Class A shares suthorized, 237,518,574 and 2era shares issued and outstanding as

of June 30, 2020 and Jure 30, 2079, respectively; 2,500,000,000 ard 400,000,000 Class B shares sirthonzed, 50,538,538 and 25,307,604 shares issved T i

and outstanding a5 of June 30, 2020 and June 30, 2019, respectively.

Additional paid-in capital 23618 90.7

Accumulated other comprehensive income 101 02

Accumulated deficit (693.9) (629.5)
Tatal stockholders” equity (deficit) 16780 (533.6)
Taotal liabilities, redeemable convertible preferred stock, and stockholders' equity (deficit) 5 29818 § 864.5
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PELOTON INTERACTIVE, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS

{in millions, except share and per share amounts)

Three Months Ended June 30, Fizcal Year Ended June 30,
2020 2019 2020 2019

Revenue:

Connected Fitness Products 4859 & 1623 5 14622 % 7339

Subscription 121.2 610 3637 181.1
Total Revenue 6071 2233 71,8259 9150
Cast of revenue:

Connected Fitness Products 265.9 94.1 B33.5 4278

Subscription 52 4 29 155.7 1037
Total cost of revenue 3718.3 1232 G891 531.4
Gross profit 2888 1001 367 B3 6
Operating expenses:

Sales and marketing 84.2 778 4770 324.0

General and administrative 86.2 54 6 3516 207.0

Research and development 284 170 890 54.8
Total operating expenses 1%8.8 1495 3176 5855
Incame (loss) from operations a0.0 (49.4) (80.8) (202.3)
Other income, net:

Interest income, net 35 18 162 70

Other expense, net (0.7) = (3.8) {0.3)
Taotal ather income, net 18 18 124 6.7
Incame (loss) before provision for income taxes G928 (47 6&) (B8 4) (195.6)
Incame tax (benefit) expense 38 (0.1) 33 01
Net Income (loss) 891 § (47.4) 8 (716} § (195.6)
E;:nl:"%cnrr;etélcﬁsglgggbutable to Class A and Class B 8o § (@7.4) 8 716§ G
o 015 e s ows o
) S e 0775 o s oms  om
Welghted-averaqi Glass A Snd Class B commen 284501240 22007234 920852237 22911764
shares outstanding, basic
YSpue i sveraoe ; il i Dliee S sopnmon 330894767  22907.234 220952237 22911764
Other comprehensive income:

Net unrealized gains on marketable securities 71 8 0z 5 39 % 0.2

Change in foreign currency translation adjustment 0.z (1.0) 6.0 =]
Tatal other comprehensive income (loss) 7.4 (0.8) ag 02
Comprehensive income (loss) 96.4 S (48.2) 5 (61.7) 5 (195.4)
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PELOTON INTERACTIVE, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
AND COMPREHENSIVE LOSS (continueD)

{in millions, except share and per share amounts)

(1) Includes stock-based compensation expense as follows:

Three Manths Ended June 30, Fiscal Year Ended June 30,
2020 2019 2020 2019
Cost of revenue

Connected Fitness Products g 19 § 0z 8 32 8 0.3
Subscription 39 08 75 37
Total cost of revenue 549 10 07 3.5
Sales and marketing 9.4 12 15:3 84
General and administrative 14.3 9.5 524 70.5
Research and development 3.0 1.7 104 7.1
Total stock-based compensation expense 8 325 § 138 5 888 § B9.5

(2) Includes depreciation and amortization expense as follows:

Three Months Ended June 30, Fiscal Year Ended June 30,
2020 2019 2020 2019
Cost of revenue

Connected Fitness Products 8 1.1 & 0.4 8 32 8 1.2
Subscription 49 a8 166 11.3
Total cost of revenue 6.0 43 199 12.6
Sales and marketing 28 1.3 a3 4.0
General and administrative 31 1.1 106 52
Research and development 0.1 = 03 ]
Total depreciation and amortization expense b 120 & 6.7 4 402 8 5




PELOTOMN INTERACTIVE, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

{in millions)

Fiscal Year Ended June 30,

2020 2019
Cash Flows from Operating Activities:
MNet loss g {(71.6) § {195.6)
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:
Depreciation and amortization expense 40.2 n7
Stock-based compensation expense 84.8 89.5
MNan-cash operating lease expense 477 =
Other non-cash items 6.4 (1.4}
Changes in operating assets and liabilities:
Accaunts receivable 11.3 (9.1}
Inventories {96.8) (111.3)
Prepaid expenses and other current assets {33.1) (30.3)
Other assets {22.1) (55)
Accounts payable and accrued expenses 133.4 173
Customer deposits and deferred revenue 2723 2.2
Operating lease liabilities, net (23.6) .
Other liabilities 23.5 138
MNet cash provided by (used in) operating activities 3764 (108.6)
Cash Flows from Investing Activities:
Purchases of marketable securities (1,199.6) (249.8}
Maturities of marketable securities 435.4 360
Sales of marketable securities 2243 =
Cash paid for cost method investment {0.1) (0.6}
Acquisition of business, net of cash acquired {45.0) (0.7}
Purchases of property and equipment {156.4) (83.0)
Net cash used in investing activities {741.3) (2097.5)
Cash Flows fram Financing Activities:
Proceeds fraom issuance of common stock upon initial public offering, net of offering costs 1,195.7 -
Repurchase of common and convertible preferred stock, including issuance costs = (130.3)
Proceeds from issuance of redeemable convertible preferred stock, net of issuance costs = 5391
Proceeds from employee stock purchase plan withheldings 7.0 -
Debt issuance costs - (0.9)
Proceeds from exercise of stock options 37.4 9.3
Met cash provided by financing activities 1,240.2 N7
Effect of exchange rate changes {1.2) 0.2
Met change in cash, cash equivalents, and restricted cash 274.0 113
Cash, cash equivalents and restricted cash — Beginning of period 163.0 1516
Cash, cash equivalents and restricted cash — End of periad 5 1,037.0 § 163.0
Supplemental Disclosures of Cash Flow Infarmation:
Cash paid for interest 5 19 8§ 13
Cash paid for income taxes 5 41 8 -
Supplemental Disclosures of Non-Cash Investing and Financing Information:
Conversion of convertible preferred stock to commen stock 3 941.1) 8 =
Property and equipment accrued but unpaid S 18.2 8 12.6
Building — build-to-suit asset 3 ] 147.1
Stock-based compensation capitalized for software development costs 5 228 08
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PELOTON INTERACTIVE, INC.

QUARTERLY CONSOLIDATED STATEMENTS OF
OPERATIONS —AS REALIGNED TO NEW SEGMENTS

UNAUDITED
{in millions)
Three Months Ended
Jun. 30, Mar. 31, Dec. 31, Sept. 30, Jun. 30, Mar. 31, Dec. 31, Sept. 30,
2020 2020 2019 2019 2019 2019 2018 2018
Revenue:
Connected Fitness Products § 4859 § 4264 8 3897 § 1608 § 1623 § 2656 § 2265 5 ED4
Subscripticn 121.2 98.2 EEAl 67.2 61.0 511 373 317
Total Revenue 607.1 924.6 466.3 2280 2233 3167 2629 121
Cost of revenue;
Connected Fitness Products 2659 2374 236.7 934 941 1581 131.2 443
Subscription 524 474 324 295 291 380 203 16.3
Total cost of revenue 3183 2788 2691 1229 1232 196.1 151.5 50.6
Gross profit $ 2888 S 2458 5 1971 S 1081 § 1001 $ 1206 $ 1113 5 515
Gross margin
Connected Fitness Products 453 % 44.3 % 39.2 % 419 % 420 % 40,5 % 41.8% 449 %
Subscription 56.8 % 578% 58.0% 56.1 % 523% 256% 455% 487 %
Tatal gross margin 476 % 46.8 % 42.3% 46,1 % 448 % 381 % 42.4% 459 %
Quarterly Consolidated Statements of Operations - As previously disclosed
Three Months Ended
Jun. 30, Mar. 31, Dec. 31, Sept. 30, Jun. 30, Mar. 31, Dec. 31, Sept. 30,
2020 2020 2019 2019 2019 2019 2018 2018
Revenue:
Connected Fitness Products  § 4755 & 4202 5 381 § 1576 § 1584 5 2616 § 213 5 779
Subscription 121.2 98,2 FrAl 67.2 a1.0 511 37.3 3.7
Dther 10.4 6.1 8.0 33 40 40 42 2.5
Total Revenue 6071 524.6 466.3 2280 2333 3167 2629 1121
Cost of revenue;
Connected Fitness Products 2575 2300 2267 ga8 897 1523 1265 422
Subscription 524 414 324 29.5 29.1 380 20.3 16.3
Other 8.4 7.5 10.0 36 44 58 4.6 21
Total cost of revenue 3183 2788 2691 1229 1322 1961 151.5 alL.6
Grass profit § 2888 5 2458 5 971§ 1051 0§ w061 5 1206 &5 M3 5 515
Grogs margin
Connected Fitness Products 458 % 453 % 40.5 % 430 % 434 % 41.8% 428% 45.8 %
Subscription 368% 57E% 58.0% 5671 % 523% 256 % 45.5% A48.7 %
Other 191 % (21.6) % 253 % Mm% {12.1) % (44.3) % (10.3) % 16.3%
Total gross margin 476% 458 % 423 % 461 % 448 % 381 % 424% 459 %
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