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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Quarterly Report on Form 10-Q, as well as information included in oral statements or other written statements made or to be made by us, contain
statements that constitute “forward-looking statements” within the meaning of the Private Securities Litigation Reform Act of 1995. Forward-looking
statements are neither historical facts nor assurances of future performance. Instead, they are based on our current beliefs, expectations, and assumptions
regarding the future of our business, future plans and strategies, and other future conditions. Forward-looking statements can be identified by words such as
“anticipate,” “believe,” “estimate,” “expect,” “intend,” “may,” “plan,” “predict,” “project,” “target,” “potential,” “will,” “would,” “could,” “should,”
“continue,” “contemplate,” and other similar expressions, although not all forward-looking statements contain these identifying words.
We may not actually achieve the plans, intentions, or expectations disclosed in our forward-looking statements, and you should not rely on our forwardlooking statements in making your investment decision. Actual results or events could differ materially from the plans, intentions, and expectations
disclosed in the forward-looking statements we make. Important factors that could cause actual results and events to differ materially from those indicated
in the forward-looking statements include, among others, the following:
our ability to consummate the pending sale of our Enterprise business, and the timing, costs and any benefits of such sale;
the impact of our operations as a standalone Consumer cybersecurity business following consummation of the pending sale of our Enterprise
business, and our ability to execute on our Consumer strategy going forward;
plans to develop and offer new products and services and enter new markets;
our expectations with respect to the continued stability and growth of our customer base;
anticipated trends, growth rates, and challenges in our business and in domestic and international markets;
our financial performance, including changes in and expectations with respect to revenues, and our ability to maintain profitability in the
future;
investments or potential investments in new or enhanced technologies;
market acceptance of our solutions;
the success of our business strategy, including the growth in the market for cloud-based security solutions, acceptance of our own cloud-based
solutions, and changes in our business model and operations;
our ability to renew existing customer relationships and sell additional products and services to existing customers;
our ability to maintain and expand our relationships with partners and on commercially acceptable terms, including our channel and strategic
partners;
the effectiveness of our sales force, distribution channel, and marketing activities;
the growth and development of our direct and indirect channels of distribution;
our response to emerging and future cybersecurity risks;
our ability to continue to innovate and enhance our solutions;
our ability to develop new solutions and bring them to market in a timely manner;
our ability to prevent serious errors, defects, or vulnerabilities in our solutions;
our ability to develop solutions that interoperate with our customers’ existing systems and devices;
our ability to maintain, protect, and enhance our brand and intellectual property;
our continued use of open source software;
our ability to compete against established and emerging cybersecurity companies;
risks associated with fluctuations in exchange rates of the foreign currencies in which we conduct business;
past and future acquisitions, investments, and other strategic investments;
our ability to remain in compliance with laws and regulations that currently apply or become applicable to our business both domestically and
internationally;
the attraction, transition, and retention of management and other qualified personnel;
economic and industry trend analysis;

litigation, investigations, regulatory inquiries, and proceedings;
the increased expenses associated with being a public company;
our estimated total addressable market;
the impact of macroeconomic conditions on our business, including the impact of the COVID-19 on economic activity and financial markets;
our expectation regarding the impact of the COVID-19 pandemic, including its geographic spread and severity, and the related responses by
governments and private industry on our business and financial condition, as well as the businesses and financial condition of our customers
and partners;
the adequacy of our capital resources to fund operations and growth;
TPG Global LLC’s (“TPG”), Thoma Bravo L.P.’s (“Thoma Bravo”), and Intel Americas, Inc’s (“Intel”) significant influence over us and our
status as a “controlled company” under the rules of the Exchange;
risks relating to our corporate structure, tax rates, and tax receivable agreement (“TRA”); and
the other factors identified under the heading “Risk Factors” in our Annual Report on Form 10-K (File No. 001-39651).
The forward-looking statements in this Quarterly Report on Form 10-Q represent our views as of the date of this Report. We undertake no obligation to
update any forward-looking statements whether as a result of new information, future developments or otherwise.

PART I - FINANCIAL INFORMATION
Item 1. Financial Statements.
MCAFEE CORP.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(in millions, except share and per share amounts)
March 27, 2021

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Deferred costs
Other current assets
Current assets of discontinued operations
Total current assets
Property and equipment, net
Goodwill
Identified intangible assets, net
Deferred tax assets
Other long-term assets
Long-term assets of discontinued operations
Total assets

$

$

Liabilities, redeemable noncontrolling interests and deficit
Current liabilities:
Accounts payable and other current liabilities
Accrued compensation and benefits
Accrued marketing
Income taxes payable
Long-term debt, current portion
Lease liabilities, current portion
Deferred revenue
Current liabilities of discontinued operations
Total current liabilities
Long-term debt, net
Deferred tax liabilities
Other long-term liabilities
Deferred revenue, less current portion
Long-term liabilities of discontinued operations
Total liabilities
Commitments and contingencies (Note 17)
Redeemable noncontrolling interests
Equity (deficit):
Class A common stock, $0.001 par value - 1,500,000,000 shares authorized,
162,372,554 shares issued and outstanding as of March 27, 2021 and
161,267,412 shares issued and outstanding as of December 26, 2020
Class B common stock, $0.001 par value - 300,000,000 shares authorized,
267,065,127 shares issued and outstanding as of March 27, 2021 and
as of December 26, 2020
Additional paid-in capital
Accumulated deficit
Accumulated other comprehensive income (loss)
Total deficit
Total liabilities, redeemable noncontrolling interests and deficit

$

$

346
76
155
44
312
933
111
1,018
666
24
86
2,524
5,362

$

239
118
108
9
44
10
915
947
2,390
3,893
6
134
92
630
7,145

$

$

231
72
137
42
432
914
115
1,018
729
24
68
2,560
5,428

227
179
118
14
44
10
823
970
2,385
3,943
5
153
80
662
7,228

6,177

4,840

—

—

—
(7,835 )
(88 )
(37 )
(7,960 )
5,362

See the accompanying notes to the unaudited condensed consolidated financial statements.
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December 26, 2020

$

—
(6,477 )
(118 )
(45 )
(6,640 )
5,428

MCAFEE CORP.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(in millions, except per share amounts)
Three Months Ended
March 27, 2021

Net revenue
Cost of sales
Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of intangibles
Restructuring charges (Note 9)
Total operating expenses
Operating income
Interest expense and other, net
Foreign exchange gain (loss), net
Income (loss) from continuing operations before income taxes
Provision for income tax expense (benefit)
Income from continuing operations
Income from discontinued operations, net of taxes
Net income

$

March 28, 2020

442
116
326

$

354
99
255

$

85
44
48
36
8
221
105
(60 )
35
80
(3 )
83
11
94

N/A

$

64
30

N/A
N/A

$

27
3
30

Earnings per share attributable to McAfee Corp., basic:
Continuing operations
Discontinued operations
Earnings per share, basic(1)

$
$
$

0.17
0.02
0.18

N/A
N/A
N/A

Earnings per share attributable to McAfee Corp., diluted:
Continuing operations
Discontinued operations
Earnings per share, diluted(1)

$
$
$

0.16
0.02
0.18

N/A
N/A
N/A

162.4
176.3

N/A
N/A

Less: Net income attributable to redeemable noncontrolling interests
Net income attributable to McAfee Corp.
Net income attributable to McAfee Corp.:
Income from continuing operations attributable to McAfee Corp.
Income from discontinued operations attributable to McAfee Corp.
Net income attributable to McAfee Corp.

$

Weighted-average shares outstanding, basic
Weighted-average shares outstanding, diluted

$

60
38
58
36
1
193
62
(75 )
11
(2 )
(10 )
8
1
9
N/A

N/A

(1) Basic and diluted earnings per share of Class A common stock are not applicable prior to the initial public offering (“IPO”) and related Reorganization
Transactions (as defined in Note 1 to the unaudited condensed consolidated financial statements). See Note 15 Earnings Per Share in the notes to the
unaudited condensed consolidated financial statements for the number of shares used in the computation of earnings per share of Class A common
stock and the basis for the computation of earnings per share.
See the accompanying notes to the unaudited condensed consolidated financial statements.
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MCAFEE CORP.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
(in millions)
Three Months Ended
March 27, 2021

Net income
Other comprehensive income (loss):
Interest rate cash flow hedges:
Gain (loss) on interest rate cash flow hedges, net of tax
Reclassification adjustments for gain on interest rate cash flow hedges
Pension and postretirement benefits gain, net of tax
Total comprehensive income (loss)
Less: Comprehensive income attributable to redeemable noncontrolling interests
Total comprehensive income attributable to McAfee Corp.

94

$

9
12
1
116

$

78
38

See the accompanying notes to the unaudited condensed consolidated financial statements.
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March 28, 2020

$

$

9

$

(79 )
4
—
(66 )
N/A
N/A

MCAFEE CORP.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in millions)
Three Months Ended
March 27, 2021

March 28, 2020

Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash provided by operating activities:

$

Depreciation and amortization

94

$

9

110

132

26

15

1
(35 )

1
(11 )

4

17

Accounts receivable, net
Deferred costs

118

168

(20 )

(9 )

Other assets

(34 )
(2 )

(13 )
(21 )

45
(48 )

(18 )
(99 )

259

171

(11 )

(20 )

Equity-based compensation
Deferred taxes
Foreign exchange (gain) loss, net
Other operating activities
Change in assets and liabilities:

Other current liabilities
Deferred revenue
Other liabilities
Net cash provided by operating activities
Cash flows from investing activities:
Additions to property and equipment
Other investing activities
Net cash used in investing activities
Cash flows from financing activities:
Proceeds from revolving credit facility
Payment for the long-term debt
Distributions to members of FTW
Payment of dividends
Payment of tax withholding for shares and units withheld
Payment of IPO related expenses

—

(1 )

(11 )

(21 )

—
(11 )

300
(11 )

(79 )

(50 )

(14 )
(23 )

—
—

(3 )

Net cash provided by (used in) financing activities
Effect of exchange rate fluctuations on cash and cash equivalents
Change in cash and cash equivalents
Cash and cash equivalents, beginning of period

—

(130 )
(3 )

239
(4 )

115
231

385
167

Cash and cash equivalents, end of period

$

346

$

Supplemental disclosures of noncash investing and financing activities and
cash flow information:
Acquisition of property and equipment included in current liabilities

$

(3 )
(35 )

$

Distributions to members of FTW included in liabilities
Dividends payable included in liabilities
Liability for equity units repurchase
Other
Cash paid during the period for:
Interest, net of cash flow hedges
Income taxes, net of refunds

See the accompanying notes to the unaudited condensed consolidated financial statements.
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552

(4 )
—

(19 )
—

—
(10 )

(3 )

2

(50 )

(71 )

(14 )

(14 )

MCAFEE CORP.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF EQUITY (DEFICIT)
AND REDEEMABLE NONCONTROLLING INTERESTS
(in millions, except per share amounts)
Foundation Technology Worldwide, LLC
(prior to Reorganization Transactions)

McAfee Corp. Stockholders' Equity
Class A Common Stock

Balance at December 26,
2020
Distributions to RNCI

Accumulated
Other
Comprehensiv
e
Income (Loss)

Member
s’
Equity
(Deficit)

Accumulate
d
Deficit

$

$

$

Dividend declared
Other comprehensive
loss,
net of tax
Stock-based awards
expense, net of equity
withheld to cover taxes
Net income
Impact of change in
ownership in RNCI
Fair value adjustment for
RNCI
Balance at March 27, 2021
$

Amoun
t

Class B Common Stock

$

$

$

$

Total
Deficit
(6,64
$
0)

Redeemable
Noncontrollin
g
Interests

—

—

—

—

—

—

—

—

—

—

—

—

—

(87 )

(87 )

—

—

—

—

—

—

—

(19 )

—

—

(19 )

—

(19 )

—

—

—

—

—

—

—

—

—

8

8

14

22

—

—

—

1,105,142

—

—

—

7

—

—

7

—

7

—

—

—

—

—

—

—

—

30

—

30

64

94

—

—

—

—

—

—

—

(4 )

—

—

4

—

—

—

—

—
162,372,55
4

—

—
267,065,12
7

—

(1,342 )

—

—

—

—

$

—

—

$

—

$

$

—

Member
s’
Equity
(Deficit)

Accumulate
d
Deficit

$

$

$

(62 )

(647 )

$

—

—

$

(6,477 )

(7,835 )

$

(118 )

(88 )

$

(45 )

(37 )

$

(4 )
(1,34
2)
(7,96
$
0)

$

4,840

1,342
6,177

—
(1,78
$
3)

(1,385 )

Amoun
t

Shares
—

$

Class B Common Stock

Shares

—

—

Amoun
t

Addition
al
Paid-in
Capital

Accumulate
d
Deficit

Accumulated
Other
Comprehensi
ve
Income (Loss)

Total
Deficit

Redeemable
Noncontrollin
g
Interests

$

$

$

$

$

$

—

—

—

—

—

—

$

Total
(2,09
4)

—

(50 )

—

—

—

—

—

—

—

—

—

—

(50 )

(75 )

—

—

—

—

—

—

—

—

—

—

—

(75 )

—

15

—

—

—

—

—

—

—

—

—

—

15

—

(10 )

—

—

—

—

—

—

—

—

—

—

(10 )

—

(17 )

—

—

—

—

—

—

—

—

—

—

(17 )

—

—

9

—

—

—

—

—

—

—

—

—

9

—

2

—

—

—

—

—

—

—

—

—

—

—

—

Balance at March 28, 2020
$

Total
(1,80
$
0)

McAfee Corp. Stockholders' Equity

Accumulated
Other
Comprehensiv
e
Income (Loss)

Other

Accumulated
Other
Comprehensi
ve
Income (Loss)

Shares
267,065,12
7

Class A Common Stock

Other comprehensive
loss,
net of tax
Equity-based awards
expense, net of equity
withheld to cover taxes
Unit repurchases (Note
6)
Reclassification of
redeemable
units (Note 6)
Net income

Accumulate
d
Deficit

Shares
161,267,41
2

Foundation Technology Worldwide, LLC
(prior to Reorganization Transactions)

Balance at December 28,
2019
Distributions to Members

Amoun
t

Addition
al
Paid-in
Capital

(137 )

$

(707 )

$

(1,376 )

—

$

$

—

$

—

$

—

$

—

See the accompanying notes to the unaudited condensed consolidated financial statements.
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$

—

$

—

2
(2,22
$
0)

MCAFEE CORP.
NOTES TO THE UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
NOTE 1: BASIS OF PRESENTATION
Background
McAfee is a leading-edge cybersecurity company that provides advanced security solutions to consumers. Security technologies from McAfee use a
unique, predictive capability that is powered by McAfee Global Threat Intelligence, which enables home users to stay one step ahead of the next wave of
fileless attacks, viruses, malware, and other online threats.
McAfee Corp. (the “Corporation”) was formed as a Delaware corporation on July 19, 2019 for the purpose of facilitating an initial public offering (“IPO”)
and related transactions in order to carry on the business of Foundation Technology Worldwide LLC (“FTW”) and its subsidiaries (the Corporation, FTW
and its subsidiaries are collectively the “Company,” “we,” “us” or “our”). On October 21, 2020, the Corporation became the sole managing member and
holder of 100% of the voting power of FTW due to the reorganization transactions described below. With respect to the Corporation and FTW, each entity
owns only the respective entities below it in the corporate structure and each entity has no other material operations, assets, or liabilities.
In October 2020, the Corporation completed an IPO pursuant to which the Corporation and selling stockholders sold an aggregate of 37.0 million shares of
Class A common stock par value $0.001 per share (“Class A common stock”) at a public offering price of $20.00 per share. The Corporation issued 31
million shares and received $586 million in proceeds, net of underwriting discounts and commissions, of which $553 million was used to purchase newlyissued limited liability company units (“LLC Units”) and $33 million was used to purchase LLC Units from existing holders (“Continuing LLC Owners”)
of interests in FTW, at a purchase price per unit equal to the public offering price per share of Class A common stock, less underwriting discounts and
commissions.
We refer to the holders of management incentive units of FTW (“MIUs”) as well as members of management who hold LLC Units following the closing of
the offering or are to receive Class A common stock in satisfaction of existing incentive awards as “Management Owners.” We refer to those of our preIPO investors and certain of their affiliates who received shares of Class A common stock in connection with the Reorganization Transactions (as defined
below) and who do not hold LLC Units as “Continuing Corporate Owners,” and together with the Continuing LLC Owners, as “Continuing Owners.”
The Reorganization Transactions
Reorganization
In connection with the closing of the IPO, the following Reorganization Transactions were consummated:
a new limited liability company operating agreement (“New LLC Agreement”) was adopted for FTW making the Corporation the sole managing
member of FTW;
the Corporation’s certificate of incorporation was amended and restated to, among other things, (i) provide for Class A common stock and Class B
common stock and (ii) issue shares of Class B common stock to the Continuing Owners and Management Owners, on a one-to-one basis with the
number of LLC Units they own (except that Management Owners will not receive shares of Class B common stock in connection with their
exchange of Management Incentive Units (“MIUs”)), the exchange of which will be settled in cash or shares of Class A common stock, at the
option of the Company, for nominal consideration;
the Corporation (i) issued 126.3 million shares of its Class A common stock to certain of the Continuing Owners in exchange for their contribution
of LLC units or the equity of certain other entities, which pursuant to the Reorganization Transactions, became its direct or indirect subsidiaries
and (ii) settled 5.7 million restricted stock units (“RSUs”) with shares of its Class A common stock, net of tax withholding, held by certain
employees, which were satisfied in connection with the Reorganization Transactions; and
the Corporation entered into (i) a tax receivable agreement (“TRA”) with certain of our Continuing Owners and certain Management Owners
(collectively “TRA Beneficiaries”) and (ii) a stockholders agreement and a registration rights agreement with investment funds affiliated with or
advised by TPG Global, LLC (“TPG”) and Thoma Bravo, L.P. (“Thoma Bravo”), respectively, and Intel Americas, Inc. (“Intel”).
6

Planned Divestiture of Enterprise Business
On March 6, 2021, we entered into a definitive agreement with a consortium led by Symphony Technology Group (“STG”) under which STG agreed to
purchase certain of our Enterprise assets together with certain of our Enterprise liabilities (“Enterprise Business”), representing substantially all of our
Enterprise segment, for an all cash purchase price of $4.0 billion with an expected closing date by the end of 2021, subject to certain closing conditions.
The divestiture of our Enterprise Business will allow us to shift our operational focus to our Consumer business and represents a strategic shift in our
operations. As a result, the results of our Enterprise Business were classified as discontinued operations in our condensed consolidated statements of
operations and excluded from both continuing operations and segment results for all periods presented. Starting in the first quarter of fiscal 2021, we
operate in one reportable segment as the Enterprise Business was substantially all of our Enterprise segment. Results of discontinued operations include all
revenues and expenses directly derived from our Enterprise Business, with the exception of general corporate overhead which were previously allocated to
our Enterprise segment but are not allocated to discontinued operations. The Enterprise Business, as specified in the March 6, 2021 definitive agreement,
was classified as discontinued operations in our condensed consolidated balance sheets, subject to changes set forth in the agreement. See Note 3 for
additional information about the divestiture of our Enterprise Business.
Principles of Consolidation
Subsequent to the Reorganization Transactions and IPO, the Corporation is a holding company, and its sole material asset held directly or through whollyowned subsidiaries is its equity interest in FTW. The Corporation, as the sole managing member of FTW, exclusively operates and controls the business
and affairs of FTW. The Corporation consolidates the financial results of FTW and reports a redeemable noncontrolling interest (“RNCI”) related to the
LLC Units held by the Continuing LLC Owners and vested MIUs held by Management Owners (Note 14 and 16).
As the Continuing LLC Owners control both the Corporation and FTW, before and after the Reorganization Transactions, the Reorganization Transactions
were accounted for as a reorganization of entities under common control. As a result, the financial statements for periods prior to the IPO and the
Reorganization Transactions are the financial statements of FTW as the predecessor to the Corporation for accounting and reporting purposes.
Financial information includes the accounts of the Company and was prepared in accordance with U.S. GAAP. All intercompany balances and transactions
within the Company have been eliminated in consolidation. We have reclassified certain prior period amounts to conform to our current period
presentation. These unaudited condensed consolidated financial statements, in the opinion of management, reflect all adjustments, consisting only of
normal recurring adjustments, that are necessary for a fair statement of our financial information. The condensed consolidated balance sheet as of
December 26, 2020, has been derived from the audited financial statements as of that date, but it does not include all of the information and footnotes
required by U.S. generally accepted accounting principles (“GAAP”) for complete financial statements. These unaudited condensed consolidated financial
statements should be read in conjunction with the audited consolidated financial statements and accompanying Notes thereto included in our Annual Report
on Form 10-K for the year ended December 26, 2020. The results of operations for the three months ended March 27, 2021 are not necessarily indicative of
the results expected for the entire fiscal year.
We consolidate entities in which we have a controlling financial interest, the usual condition of which is ownership of a majority voting interest. We also
consider for consolidation certain interests where the controlling financial interest may be achieved through arrangements that do not involve voting
interests. Such an entity, known as a variable interest entity (“VIE”), is required to be consolidated by its primary beneficiary. The primary beneficiary of a
VIE is considered to possess the power to direct the activities of the VIE that most significantly impact its economic performance and has the obligation to
absorb losses or the rights to receive benefits from the VIE that are significant to it (Note 16).
Our functional currency for all of our subsidiaries is the US dollar (“USD”).
Use of Estimates
The preparation of the condensed consolidated financial statements required us to make certain estimates and judgments that affect the amounts reported.
Actual results may differ materially from our estimates. The accounting estimates that required our most significant and subjective judgments include:
projections of future cash flows related to revenue share and related agreements with our personal computer original equipment manufacturer
partners;
amounts classified as discontinued operations;
the valuation and recoverability of identified intangible assets and goodwill;
recognition and measurement of current and deferred income taxes as well as our uncertain tax positions;
fair value of our equity awards;
7

fair value of long-term debt and related swaps;
amount of liability related to the tax receivable agreement;
determining the nature and timing of satisfaction of performance obligations, assessing any associated material rights and determining the
standalone selling price (“SSP”) of performance obligations; and
determining our technology constrained customer life.
The effect of the novel coronavirus (“COVID-19”) pandemic on our business, operations, and financial results is dependent upon future developments,
including the duration of the pandemic and the related length of its impact on the global economy, which are unknown at this time. As a result, some of our
estimates and assumptions required increased judgment and carry a higher degree of variability and volatility. As events continue to evolve and additional
information becomes available, several of our estimates and assumptions may change materially in future periods due to the impact of the COVID-19
pandemic.
Fiscal Calendar
We maintain a 52- or 53-week fiscal year that ends on the last Saturday in December. The year ending December 25, 2021 is a 52-week year starting on
December 27, 2020. These condensed consolidated financial statements are presented as of March 27, 2021 and December 26, 2020, and for the periods
from December 27, 2020 through March 27, 2021 and December 29, 2019 through March 28, 2020.
Significant Accounting Policies
There have been no material changes to our significant accounting policies as of and for the three months ended March 27, 2021, except for those related to
discontinued operations and those noted in Note 2, as compared to the significant accounting policies described in our Annual Report on Form 10-K for the
year ended December 26, 2020.
Discontinued Operations
We review the presentation of planned business dispositions in the condensed consolidated financial statements based on the available information and
events that have occurred. The review consists of evaluating whether the business meets the definition of a component for which the operations and cash
flows are clearly distinguishable from the other components of the business, and if so, whether it is anticipated that after the disposal the cash flows of the
component would be eliminated from continuing operations and whether the disposition represents a strategic shift that has a major effect on operations and
financial results. In addition, we evaluate whether the business has met the criteria as a business held for sale. In order for a planned disposition to be
classified as a business held for sale, the established criteria must be met as of the reporting date, including an active program to market the business and
the expected disposition of the business within one year.
Planned business dispositions are presented as discontinued operations when all the criteria described above are met. For those divestitures that qualify as
discontinued operations, all comparative periods presented are reclassified in the condensed consolidated balance sheets. Additionally, the results of
operations of a discontinued operation are reclassified to income from discontinued operations, net of tax, for all periods presented in the condensed
consolidated statements of operations. Results of discontinued operations include all revenues and expenses directly derived from such businesses; general
corporate overhead is not allocated to discontinued operations.
NOTE 2: RECENT ACCOUNTING STANDARDS
Recently Adopted Accounting Standards
In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting for Income Taxes (“ASU 2019-12”), which
simplifies the accounting for income taxes by removing certain exceptions for recognizing deferred taxes for investments, performing intra-period
allocation and calculating income taxes in interim periods. ASU 2019-12 also adds guidance to reduce complexity in certain areas, including recognizing
deferred taxes for tax goodwill and allocating taxes to members of a consolidated group. We adopted ASU 2019-12 on December 28, 2020 and it had no
material impact on our consolidated financial statements and related disclosures.
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Recent Accounting Standards Not Yet Adopted
In August 2020, the FASB issued ASU 2020-06, Debt—Debt with Conversion and Other Options (Subtopic 470-20) and Derivatives and Hedging—
Contracts in Entity’s Own Equity (Subtopic 815-40) (“ASU 2020-06”), which simplifies current guidance for convertible financial instruments. ASU 202006 also amends derivatives guidance for certain contracts in an entity’s own equity. Finally, ASU 2020-06 amends earnings per share guidance related to
convertible instruments. ASU 2020-06 is effective for us in the first quarter of fiscal year 2022. We do not expect adoption of ASU 2020-06 to have a
material effect on our consolidated financial statements.

NOTE 3: DISCONTINUED OPERATIONS
On March 6, 2021, we entered into a definitive agreement with a consortium led by STG, pursuant to which STG agreed to purchase our Enterprise
Business for an all cash purchase price of $4.0 billion, subject to certain closing conditions. In connection with the divestiture of the Enterprise Business,
we expect to enter into a transition service agreement under which we will provide assistance to STG including, but not limited to, business support
services and information technology services as well as a commercial services agreement under which we will provide certain product services and
licensed technology.
The following table presents the aggregate amounts of the classes of assets and liabilities to be sold under the definitive agreement with STG:
(in millions)

March 27, 2021

Assets:
Accounts receivable, net
Deferred costs
Other current assets
Total current assets of discontinued operations
Property and equipment, net
Intangible assets, net
Goodwill
Deferred tax assets
Other long-term assets
Total assets of discontinued operations

$

$

Liabilities:
Accounts payable and other current liabilities
Accrued compensation and benefits
Accrued marketing
Lease liabilities, current portion
Deferred revenue
Total current liabilities of discontinued operations
Deferred tax liabilities
Other long-term liabilities
Deferred revenue, less current portion
Total liabilities of discontinued operations

$

$

December 26, 2020

196
98
18
312
30
881
1,413
42
158
2,836

$

33
17
6
18
873
947
7
59
564
1,577

$

320
96
16
432
34
915
1,413
43
155
2,992

$

39
18
6
15
892
970
7
51
604
1,632

$

The following table presents information regarding certain components of income from discontinued operations, net of taxes:
Three Months Ended
(in millions)

March 27, 2021

Net revenue
Operating income
Income before income taxes
Income tax expense
Income from discontinued operations, net of taxes

$
$
$
$
$

9

March 28, 2020

331
19
18
7
11

$
$
$
$
$

331
9
9
8
1

The following table presents significant non-cash items and capital expenditures of discontinued operations:
Three Months Ended
March 27, 2021

Amortization and depreciation
Equity-based compensation expense
Purchases of property and equipment

March 28, 2020

$
$
$

39
12
1

$
$
$

62
1
3

NOTE 4: REVENUE FROM CONTRACTS WITH CUSTOMERS
Deferred Revenue
During the three months ended March 27, 2021, we recognized $310 million from our deferred revenue balance as of December 26, 2020. During the three
months ended March 28, 2020, we recognized $275 million in revenue from our deferred revenue balance as of December 28, 2019.
Transaction Price Allocated to the Remaining Performance Obligations
As of March 27, 2021, we have $1,007 million in estimated revenue expected to be recognized in the future related to performance obligations that are
unsatisfied (or partially unsatisfied), which includes deferred revenue and amounts that will be billed and recognized as revenue in future periods. We
expect to recognize approximately 91% as revenue over the next 12 months, 9% in next 13 to 36 months, with the remaining balance recognized thereafter.
NOTE 5: LEASES
As of March 27, 2021, we have operating leases primarily for corporate offices and data centers and no significant finance leases. Information related to
operating leases, including leases associated with our discontinued operations, was as follows:
Three Months Ended
(in millions)

March 27, 2021

March 28, 2020

Cash paid for amounts included in the measurement of lease liabilities
Right-of-use assets obtained in exchange for lease obligations

$
$

10
18

$
$

10
7

Lease expense from continuing operations
Lease expense from discontinued operations
Total lease expense

$

4
4
8

$

8
5
13

$

$

Balance sheet information related to leases, excluding leases associated with our discontinued operations, was as follows:
(in millions)

March 27, 2021

December 26, 2020

Other long-term assets

$

32

$

33

Lease liabilities, current portion
Other long-term liabilities
Total lease liabilities

$

10
35
45

$

10
37
47

$

Weighted Average Remaining Lease Term (in years)
Weighted Average Discount Rate (percentage)

$

9
6.3 %

8
6.3 %

Maturities of lease liabilities, excluding lease liabilities associated with our discontinued operations, were as follows:
(in millions)

March 27, 2021

Remainder of 2021
2022
2023
2024
2025
Thereafter
Total lease payments
Less imputed interest
Total lease liabilities

$

$

10

11
7
6
5
5
26
60
(15 )
45

NOTE 6: TRANSACTIONS WITH MEMBERS, SHAREHOLDERS AND RELATED PARTIES
FTW declared tax and excess cash distributions to its members during the three months ended March 27, 2021 and March 28, 2020 in aggregate of $106
million and $50 million, respectively. The distributions declared by FTW during the three months ended March 27, 2021, included $87 million to
Continuing LLC Owners and $19 million to McAfee Corp. McAfee Corp. used its share to declare a dividend of $0.115 per share of Class A common stock
in March 2021. Distributions and dividends of $54 million were recorded primarily within Accounts payable and other current liabilities on the condensed
consolidated balance sheet as of March 27, 2021 and $50 million was paid in April 2021.
McAfee Corp. declared or paid the following dividends during the three months ended March 27, 2021:
Declaration Date

Record Date

Payment Date

December 9, 2020
March 11, 2021

December 24, 2020
March 26, 2021

January 7, 2021
April 9, 2021

Amount
(in millions)

Dividend per Share

$
$

0.087
0.115

$
$

14
19

In February 2020, we entered into an agreement with our former President and Chief Executive Officer to repurchase equity units for an aggregate
repurchase price of $10 million. We also agreed to repurchase his remaining outstanding equity units in April 2021 at fair market value, contingent on the
satisfaction of certain terms and conditions. Upon a sale of the company or an IPO prior to the repurchase date, the units were not required to be
repurchased. The units were classified as temporary equity within Redeemable units from the time of the agreement until the IPO when they were
reclassified to permanent equity.
We had these additional transactions, inclusive of discontinued operations, with TPG, Intel or other Continuing LLC Owners and companies owned or
partially owned by those parties that therefore qualify as related parties. These transactions include sales of our products and purchases of various goods or
services.
Three Months Ended
(in millions)

March 27, 2021

Sales with related parties:
TPG affiliates
Total
Payments to related parties:
Intel
TPG
TPG affiliates
Other
Total

March 28, 2020

$
$

1
1

$
$

1
1

$

1
—
10
—
11

$

—
1
8
7
16

$

$

Revenue from the sales transactions are recognized in accordance with our revenue recognition policy.
Our Intel receivable, net consisted of the following:
(in millions)

March 27, 2021

(1)

Intel receivable
Tax indemnity
Total
(1)
Intel payable
Tax indemnity
Total
(2)
Total, net

$

$

December 26, 2020

9
9
(3 )
(3 )
6

$

$

(1) We have the contractual right of offset of our receivables and payables with Intel.
(2) As of March 27, 2021, $5 million and $1 million are recorded in Other current assets and Other long-term assets, respectively, on the condensed
consolidated balance sheet. As of December 26, 2020, $3 million and $3 million are recorded in Other current assets and Other long-term assets,
respectively, on the condensed consolidated balance sheet.
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8
8
(2 )
(2 )
6

NOTE 7: GOODWILL AND INTANGIBLE ASSETS
Goodwill and intangible assets to be disposed of as a result of our agreement with STG to sell certain assets of Enterprise Business were included in assets
of discontinued operations in our condensed consolidated balance sheets as of March 27, 2021 and December 26, 2020, and accordingly, are excluded from
the tables below.
Goodwill
Goodwill was $1,018 million as of March 27, 2021 and December 26, 2020.
Intangible Assets, Net

(in millions)

Intangible assets subject to amortization:
Customer relationships and other
Acquired and developed technology
Total intangible assets subject to
amortization
Intangible assets not subject to amortization:
Brand
Total intangible assets not subject to
amortization
Total intangible assets

Gross Assets

$

758
517

March 27, 2021
Accumulated
Amortization

$

(592 )
(428 )

1,275

411
1,686

$

(1,020 )

411

$

Net

—
—
(1,020 )

$

$

Gross Assets

166
89

$

758
517

255

1,275

411

411

411
666

$

411
1,686

December 26, 2020
Accumulated
Amortization

$

Net

(556 ) $
(401 )

202
116

(957 )

318

—

411

—
(957 ) $

$

411
729

Amortization expense for purchased and developed intangible assets is as follows:
Three Months Ended
(in millions)

Customer relationships and other
Acquired and developed technology
Total

March 27, 2021

$

March 28, 2020

36
27
63

$

$
$

Statements of Operations Classification

36
27
63

Amortization of intangibles
Cost of sales

Based on identified intangible assets that are subject to amortization as of March 27, 2021, we expect future amortization expense to be as follows:
(in millions)

Total

Remainder of 2021
2022
2023
2024
2025
Thereafter
Total

$

$

12

107
76
28
20
19
5
255

NOTE 8: SEGMENT AND GEOGRAPHIC INFORMATION
Historically, we had two operating segments, which also represented our reportable segments and reporting units. The Consumer segment focused on
providing security solutions for consumers. The Enterprise segment focused on providing security solutions for large enterprise, governments, small and
medium-sized businesses. On March 6, 2021, we entered into a definitive agreement to sell certain assets together with certain liabilities of our Enterprise
Business to STG, representing substantially all of our Enterprise segment. The divestiture of the Enterprise Business allows us to shift our operational focus
to our Consumer business and represents a strategic shift in our operations. Therefore, the results of our Enterprise Business were classified as discontinued
operations in our condensed consolidated statements of operations and thus excluded from both continuing operations and segment results for all periods
presented. Accordingly, we now have one reportable segment with the change reflected in all periods presented.
Revenue by geographic region based on the sell-to address of the end-users is as follows:
Three Months Ended
(in millions)

March 27, 2021

United States
Other
Total net revenue

$

March 28, 2020

268
174
442

$

$

210
144
354

$

NOTE 9: RESTRUCTURING CHARGES
Restructuring charges generally include significant actions impacting the way we manage our business. Employee severance and benefit charges are largely
based upon substantive severance plans, while some charges result from mandated requirements in certain foreign jurisdictions. These charges include
items such as employee severance, ongoing benefits, and excess payroll costs directly attributable to the restructuring plan.
Restructuring charges attributable to continuing operations are as follows:
Three Months Ended
(in millions)

March 27, 2021

Employee severance and benefits
Total

$
$

March 28, 2020

8
8

$
$

1
1

In connection with the agreement to sell certain assets of our Enterprise Business, a portion of our Restructuring charges were classified to discontinued
operations for all periods presented. Our Restructuring charges attributable to discontinued operations are as follows:
Three Months Ended
(in millions)

March 27, 2021

Employee severance and benefits
Facility restructuring
Total

$
$

March 28, 2020

22
1
23

$
$

8
—
8

In January 2020, we commenced the 2020 transformation initiative, in which we realigned our staffing across various departments. As part of the initiative,
we incurred employee severance and benefits costs of $9 million recorded in restructuring charges in the condensed consolidated statement of operations
for the three months ended March 28, 2020.
In December 2020, we initiated a workforce reduction and other restructuring activities designed to continue to improve operating margins in connection
with the reorientation of our Enterprise Business and realignment of staffing in other departments, which was announced in February 2021 following the
notification of affected employees. We expect the majority of these activities to complete by the third quarter of fiscal 2021. As part of the initiative, in
December 2020 we recognized $16 million in connection with the workforce reduction and other restructuring activities. During the three months ended
March 27, 2021 we recognized $31 million in restructuring charges. These charges consist primarily of one-time termination benefits to the impacted
employees, including severance payments and healthcare and other accrued benefits. We expect to recognize additional severance and other restructuring
expense ranging between $1 million and $2 million in connection with this action. We may also incur other charges or cash expenditures not currently
contemplated due to events that may occur as a result of, or associated with, the workforce reduction.
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The balance of our restructuring activities are as follows:
(in millions)

Total

Employee severance and benefits
As of December 26, 2020
Additional accruals
Cash payments
As of March 27, 2021

$

16
30
(29 )
17

$

NOTE 10: EMPLOYEE INCENTIVES
Equity-Based Compensation
Equity-based compensation costs recognized in our condensed consolidated statements of operations were:
Three Months Ended
(in millions)

March 27, 2021

Cost of sales
Sales and marketing
Research and development
General and administrative
Total equity-based compensation expense from continuing operations
Discontinued operations
Total equity-based compensation expense

$

$

March 28, 2020

1
3
3
7
14
12
26

$

—
1
—
13
14
1
15

$

As of March 27, 2021, there was $239 million of unrecognized equity-based compensation cost, which is expected to be recognized over a weighted
average vesting period of 2.4 years.
During the three months ended March 27, 2021, we granted 0.7 million Restricted Stock Units (“RSU”s) with a grant date fair value of $14 million. RSUs
are generally expected to vest over a four-year period. The Company also granted 0.5 million Performance Stock Units (“PSU”s) with a fair value of $12
million. PSUs are generally expected to vest over a weighted average three-year period.
Deferred Cash and Equity
As of March 27, 2021, our outstanding deferred cash and equity related to our acquisitions is as follows:
(in millions)

Outstanding deferred cash and equity balance at December 26, 2020
Accruals
Cash payment
Outstanding deferred cash and equity balance at March 27, 2021

$

$

13
2
(11 )
4

As of March 27, 2021, we have unrecognized expense relating to deferred cash of $4 million with a remaining weighted average service period of 1.0
years. Deferred cash is recorded within Accrued compensation and benefits on the condensed consolidated balance sheet for amounts due in the next 12
months.
14

NOTE 11: DEBT
Our long-term debt balance consisted of the following:
(in millions)

March 27, 2021

Long-term debt, net:
st
(1)
1 Lien USD Term Loan
st
(2)
1 Lien Euro Term Loan
Long-term debt, net of unamortized discounts
Unamortized deferred financing costs
Current installments of long-term debt
Total

$

$

2,696
1,253
3,949
(12 )
(44 )
3,893

December 26, 2020

$

$

2,701
1,298
3,999
(12 )
(44 )
3,943

(1) During the three months ended March 27, 2021, the weighted average interest rate was 3.9%
(2) During the three months ended March 27, 2021, the weighted average interest rate was 3.5%
Long-Term Debt
As of March 27, 2021, the material terms of our outstanding debt remain unchanged from those described in our consolidated financial statements as of
December 26, 2020.
Revolving Credit Facility
As of March 27, 2021 and December 26, 2020, we had a letter of credit of $4 million issued against the Revolving Credit Facility and $660 million of
undrawn capacity under the Revolving Credit Facility, for which our commitment fee on the unused portion was 0.375%.
Debt Covenants and Restrictions
No event of default had occurred under any of our debt obligations as of March 27, 2021. We were not required to make any additional prepayments above
the 0.25% per quarter amortization of the 1st Lien Term Loans during the three months ended March 27, 2021.
NOTE 12: INCOME TAX
McAfee Corp. is taxed as a corporation and pays corporate federal, state and local taxes on income allocated to it from FTW based upon McAfee Corp.’s
economic interest in FTW. FTW is a pass through entity for U.S. federal income tax purposes and will not incur any federal income taxes either for itself or
its U.S. subsidiaries that are also pass through or disregarded subsidiaries. Taxable income or loss for these entities will flow through to its respective
members for U.S. tax purposes. FTW does have certain U.S. and foreign subsidiaries that are corporations and are subject to income tax in their respective
jurisdiction.
We consider many factors when evaluating and estimating our tax positions, which may require periodic adjustments and may not accurately anticipate
actual outcomes. Tax position recognition is a matter of judgment based on the individual facts and circumstances of our position evaluated in light of all
available evidence. As of March 27, 2021 and December 26, 2020, we had uncertain tax positions, including interest and penalties, of $7 million and
$16 million, respectively, primarily recorded within Other long-term liabilities and Other long-term assets on the condensed consolidated balance sheets. In
the next 12 months, it is reasonably possible to have an audit closure or statute expirations in one of our foreign jurisdictions. We do not believe the amount
to have a significant impact to our consolidated financial statements. A portion of income taxes and uncertain tax positions has been indemnified by Intel
(Note 6).
Tax Receivable Agreement
As realizability of the net deferred tax assets has not met the more likely than not recognition criteria, the liability under the TRA has not met the probable
recognition criteria in the accompanying condensed consolidated balance sheet as of March 27, 2021, except for the $2 million current portion and $6
million long-term portion of the TRA liability recorded within Accounts payable and other accrued liabilities and Other long-term liabilities, respectively,
in the condensed consolidated balance sheet.
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We believe it is reasonably possible that subsequent to the closing of the sale of the Enterprise Business we will no longer have a cumulative loss incurred
over the trailing three-year period. As a result, we could then consider subjective evidence, such as our projections for future growth, and may be able to
reach a conclusion that the valuation allowance against the net deferred tax assets of our domestic entities will no longer be required. A release of the
valuation allowance would have the following two distinct impacts in the period in which such release is recorded:
Recognition of certain deferred tax assets and corresponding income tax benefit that may be in excess of $150 million
Recognition of a long-term TRA liability and corresponding TRA adjustment expense that may be in excess of $200 million
NOTE 13: FAIR VALUE OF FINANCIAL INSTRUMENTS AND INTEREST RATE SWAPS
Fair Value of Financial Instruments
For assets and liabilities that are measured using quoted prices in active markets (Level 1), total fair value is the published market price per unit multiplied
by the number of units held without consideration of transaction costs, discounts or blockage factors. Assets and liabilities that are measured using
significant other observable inputs are valued by reference to similar assets or liabilities (Level 2), adjusted for contract restrictions and other terms specific
to that asset or liability. For these items, a significant portion of fair value is derived by reference to quoted prices of similar assets or liabilities in active
markets. For all remaining assets and liabilities, fair value is derived using other valuation methodologies, including option pricing models, discounted cash
flow models and similar techniques (Level 3) and not based on market exchange, dealer or broker traded transactions. These valuations incorporate certain
assumptions and projections in determining the fair value assigned to such assets or liabilities.
The fair value of our financial instruments are as follows:
(in millions)

Level 1

As of March 27, 2021
Financial instruments not carried at fair value:
Long-term debt, gross of discounts and deferred
issuance costs (Note 11)
Financial instruments carried at fair value:
Interest rate swaps
As of December 26, 2020
Financial instruments not carried at fair value:
Long-term debt, gross of discounts and deferred
issuance costs (Note 11)
Financial instruments carried at fair value:
Interest rate swaps

Level 2

Level 3

$

—

$

(3,987 )

$

—

$

—

$

(98 )

$

—

$

—

$

(4,033 )

$

—

$

—

$

(119 )

$

—

The fair value of the debt is based on third party quotations and is therefore classified as Level 2. The fair value of our derivative financial instruments,
including interest rate swaps, are valued in the market using discounted cash flow techniques. These techniques incorporate Level 1 and Level 2 fair value
measurement inputs such as spot rates, foreign currency exchange rates, and the instrument’s term, notional amount and discount rate.
The fair values of our financial instruments included in Cash and cash equivalents, Accounts receivable, net, Other current assets, Accounts payable and
other current liabilities on the condensed consolidated balance sheets approximate their carrying amounts due to their short maturities. We measure the fair
value of money market accounts, included in Cash and cash equivalents on the condensed consolidated balance sheets, on a recurring basis and have
classified them as Level 1 because the fair value is measured with quoted prices in active markets. These amounts have been excluded from the table.
There were no transfers of assets or liabilities between fair value measurement levels. Transfers between fair value measurement levels are recognized at
the end of the reporting period.
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Interest Rate Swaps
We have multiple interest rate swaps in order to fix the LIBOR portion of our USD denominated variable rate borrowings (Note 11). As of March 27, 2021,
the outstanding effective arrangements were as follows:
Notional Value
(in millions)

Effective Date

Expiration Date

Fixed Rate

$250
$275
$275
$475
$750
$250
$225

January 29, 2018
January 29, 2018
January 29, 2018
March 29, 2019
March 4, 2020
March 29, 2020
January 29, 2021

January 29, 2022
January 29, 2023
January 29, 2023
March 29, 2024
September 29, 2024
March 29, 2024
January 29, 2024

2.41%
2.48%
2.49%
2.40%
2.07%
0.93%
0.42%

The gross amounts of our interest rate swaps, which are subject to master netting arrangements, were as follows:
Gross
amount
offset in
Balance
Sheets

Gross
amounts
recognized

(in millions)

As of March 27, 2021
Accounts payable and other current liabilities
Other long-term liabilities
As of December 26, 2020
Accounts payable and other current liabilities
Other long-term liabilities

Net amounts
presented
in Balance
Sheets

$

(42 )
(56 )

$

—
—

$

(42 )
(56 )

$

(43 )
(76 )

$

—
—

$

(43 )
(76 )

NOTE 14: REDEEMABLE NONCONTROLLING INTERESTS
We report a RNCI based on the LLC Units of FTW held by Continuing LLC Owners and vested MIUs held by Management Owners. The Continuing LLC
Owners (or certain permitted transferees), subject to certain restrictions, can exchange their LLC Units for shares of Class A common stock on a one-forone basis (simultaneously cancelling an equal number of shares of Class B common stock of the exchanging member), subject to customary conversion rate
adjustments for stock splits, stock dividends, reclassifications and other similar transactions, or, at the option of the Company, for cash (based on the market
price of the shares of our Class A common stock). The holders of MIUs also have the right, from time to time and subject to certain restrictions, to
exchange their MIUs for LLC Units, which will then be immediately redeemed for cash or shares of Class A common stock, at the option of the Company,
based on the value of such MIUs relative to their applicable distribution threshold.
The Company’s decision of whether to exchange LLC Units for Class A common stock or cash is currently made solely at the discretion of the Continuing
LLC Owners through their control of our Board of Directors. Accordingly, the LLC Units owned by the Continuing LLC Owners are treated as RNCI as
the holders have the option to exchange their LLC Units for cash or for shares of the Corporation’s Class A common stock. The RNCI is reported at the
greater of the redemption value of the units or the carrying value as of the balance sheet date, with a corresponding adjustment to Additional paid-in capital.
The redemption value of our redeemable noncontrolling interests was derived from the closing stock price of the Company’s Class A common stock on the
last day of the period.
Future redemptions or direct exchanges of LLC Units by the Continuing LLC Owners will result in a change in ownership and reduce or increase the
carrying value of the RNCI and increase or decrease Additional paid-in capital when FTW has positive or negative net assets, respectively.
The following table summarizes the ownership and economic interest in FTW LLC:
March 27, 2021
(in millions except percentages)

Units Outstanding

Number of LLC Units held by McAfee Corp.
Number of LLC Units and vested MIUs held by RNCI
Total LLC Units and vest MIUs outstanding

162.4
273.1
435.5
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Ownership %

37.3 %
62.7 %
100.0 %

December 26, 2020
Units
Outstanding
Ownership %

161.3
272.5
433.8

37.2 %
62.8 %
100.0 %

NOTE 15: EARNINGS PER SHARE
Basic earnings per share is computed by dividing net income attributable to McAfee Corp. for the periods subsequent to the Reorganization Transactions by
the weighted average number of shares of Class A common stock outstanding for the same period. Shares issued during the period and shares reacquired
during the period are weighted for the portion of the period in which the shares were outstanding. Diluted earnings per share has been computed in a
manner consistent with that of basic net income per share while giving effect to shares of potentially dilutive common stock that were outstanding during
the period.
Prior to the Reorganization Transactions, the FTW capital structure primarily included FTW LLC Units. Certain holders of these units exchanged their
FTW LLC units for Class A common stock of the Corporation in the Reorganization Transactions with the remaining FTW LLC Units reflecting RNCI in
the Corporation. The completion of the Reorganization Transactions created the Corporation’s current capital structure, which is not reflective of the capital
structure of FTW’s business prior to the Reorganization Transactions. Therefore, earnings per share information has not been presented for the three
months ended March 28, 2020.
Shares of Class B common stock do not share in the earnings or losses attributable to McAfee Corp. and are therefore not participating securities. As such,
separate presentation of basic and diluted earnings per share of Class B common stock under the two-class method has not been presented. Shares of Class
B common stock are, however, considered potentially dilutive shares of Class A common stock because shares of Class B common stock, together with the
related FTW LLC Units, are exchangeable into shares of Class A common stock on a one-for-one basis.
The following table sets forth reconciliations of the numerators and denominators used to compute basic and diluted earnings per share of Class A common
stock for the three months ended March 27, 2021, the period wherein the Corporation had outstanding Class A common stock.
Three Months Ended
(in millions except per share data)

March 27, 2021
Discontinued
Operations

Continuing
Operations

Numerator:
Net income attributable to McAfee Corp., basic
Net income attributable to change in ownership percentage due to dilutive equity awards
(1)
Less: Provision for income tax expense
Net income attributable to McAfee Corp., diluted

$

$

Denominator:
Weighted average shares of Class A common stock outstanding, basic
(2)
Dilutive impact of equity awards
Weighted average shares of Class A common stock outstanding, diluted

$

$

162.4
13.9
176.3

Earnings per share attributable to McAfee Corp., basic
(3)
Earnings per share, basic
Earnings per share attributable to McAfee Corp., diluted
(4)
Earnings per share, diluted
(1)
(2)
(3)
(4)

27
2
—
29

3
—
—
3

Total

$

30
2
—
32

$

162.4
13.9
176.3

162.4
13.9
176.3

$

0.17

$

0.02

$

0.18

$

0.16

$

0.02

$

0.18

Represents incremental income tax provision we would have recognized due to change in ownership.
Represents the dilutive impact of equity awards.
Amounts may not add due to rounding.
274.0 million weighted average units were excluded from dilution. The excluded units consist of RSUs, PSUs, stock options, unvested MIUs, and
RNCI that were excluded from dilution because their effects would have been anti-dilutive for the three months ended March 27, 2021.

NOTE 16: VARIABLE INTEREST ENTITIES
Upon completion of our IPO, McAfee Corp. became the managing member of FTW with 100% of the management and voting power in FTW. In its
capacity as managing member, McAfee Corp. has the sole authority to make decisions on behalf of FTW and bind FTW to signed agreements. Further,
FTW maintains separate capital accounts for its investors as a mechanism for tracking earnings and subsequent distribution rights. Accordingly,
management concluded that FTW is a limited partnership or similar legal entity as contemplated in ASC 810, Consolidation.
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Further, management concluded that McAfee Corp. is FTW’s primary beneficiary based on two conditions. First, McAfee Corp., in its capacity as
managing member with sole voting rights, has the power to direct the activities of FTW that most significantly impact its economic performance, including
selecting, terminating and setting the compensation of management responsible for FTW’s policies and procedures, as well as establishing the strategic,
operating and capital decisions of FTW in the ordinary course of business. Second, McAfee Corp. has an obligation to absorb potential losses of FTW or
the right to receive potential benefits from FTW in proportion to its equity interest. As the primary beneficiary, McAfee Corp. consolidates the results of
FTW for financial reporting purposes under the variable interest consolidation model guidance in ASC 810.
The following table reflects the balance sheet of FTW that is consolidated within the condensed consolidated balance sheets, including Receivable from
Parent, net and McAfee Corp.’s interest in the variable interest entity (“VIE”) that are eliminated upon consolidation.
(in millions)

March 27, 2021

Assets
Current assets:
Cash and cash equivalents
Accounts receivable, net
Deferred costs
Other current assets
Current assets of discontinued operations
Total current assets
Property and equipment, net
Goodwill
Identified intangible assets, net
Deferred tax assets
Receivable from Parent, net
Other long-term assets
Long-term assets of discontinued operations
Total assets

$

$

Liabilities and deficit
Current liabilities:
Accounts payable and other current liabilities
Accrued compensation and benefits
Accrued marketing
Income taxes payable
Long-term debt, current portion
Lease liabilities, current portion
Liability to Parent
Deferred revenue
Current liabilities of discontinued operations
Total current liabilities
Long-term debt, net
Deferred tax liabilities
Other long-term liabilities
Deferred revenue, less current portion
Long-term liabilities of discontinued operations
Total liabilities
Members’ deficit:
Deficit attributable to Continuing LLC Owners
Deficit attributable to McAfee Corp.
Total deficit
Total liabilities and deficit

$

$

December 26, 2020

344
76
155
44
312
931
111
1,018
666
24
31
86
2,524
5,391

$

217
118
108
9
44
10
19
915
947
2,387
3,893
6
128
92
630
7,136

$

(1,094 )
(651 )
(1,745 )
5,391

$

$

231
72
137
42
432
914
115
1,018
729
25
46
67
2,560
5,474

211
179
118
14
44
10
—
823
970
2,369
3,943
5
153
80
662
7,212
(1,092 )
(646 )
(1,738 )
5,474

NOTE 17: COMMITMENTS AND CONTINGENCIES
As of March 27, 2021, including amounts associated with our discontinued operations, we have unconditional purchase obligations of $445 million that
expire at various dates through 2026 and guarantees of $11 million that expire at various dates through 2028.
Subsequent to March 27, 2021, we have executed contracts with additional unconditional purchase commitments in the amount of $16 million that we
expect to incur in the years 2021 through 2024.
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We are a party to various legal proceedings that have arisen in the ordinary course of our business. At present, we do not expect that any ordinary course
legal proceedings, individually or in the aggregate, will have a material adverse effect on our business, results of operations, financial condition or cash
flows.
In the ordinary course of our business, we are subject to examination by taxing authorities for both direct and indirect taxes in many of the domestic and
foreign jurisdictions in which we operate. We are unable to make a reasonably reliable estimate as to when or if settlements with taxing authorities may
occur. However, we do not anticipate that the resolution of these tax matters or any events related thereto will have a material adverse effect on our
business, results of operations, financial condition or cash flows.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
Overview
As a global leader and trusted brand in cybersecurity for over 30 years, McAfee protects millions of consumers with one of the industry’s most
comprehensive cybersecurity portfolios. Our award-winning products offer individuals and families protection for their digital lives. We meet the cyber
security needs of consumers wherever they are, with solutions for device security, privacy and safe WiFi, online protection, and identity protection, among
others. Our mission is to protect all things that matter through leading-edge cybersecurity.
Our consumer-focused products protect consumers across the digital spectrum. Our Personal Protection Service provides holistic digital protection of the
individual and family wherever they go under our Total Protection and LiveSafe brands. We achieve this by integrating the following solutions and
capabilities within our Personal Protection Service:
Device Security, which includes our Anti-Malware Software and Secure Home Platform products, keeps consumer devices, including mobile
and home-use, protected from viruses, ransomware, malware, spyware, and phishing.
Online Privacy and Comprehensive Internet Security, which includes our Safe Connect VPN, TunnelBear, and WebAdvisor products, help
make Wi-Fi connections safe with our bank-grade AES 256-bit encryption, keeping personal data protected while keeping IP addresses and
physical locations private.
Identity Protection, which includes our Identity Theft Protection and Password Manager products, searches over 600,000 online black markets
for compromised personally identifiable information, helping consumers take action to prevent fraud.
Our go-to-market digitally-led omnichannel approach reaches the consumer at crucial moments in their purchase lifecycle including direct to consumer
online sales, acquisition through trial pre-loads on PC OEM devices, and other indirect modes via additional partners such as mobile providers, ISPs,
electronics retailers, ecommerce sites, and search providers. We have longstanding exclusive partnerships with many of the leading PC OEMs and continue
to expand our presence with mobile service providers and ISPs as the demand for mobile security protection increases. Through these relationships, our
consumer security software is pre-installed on devices on either a trial basis until conversion to a paid subscription, which is enabled by a tailored renewal
process that fits the customer’s journey, or through a live version that can be purchased directly through the OEMs’ website. Our consumer go-to-market
channel also consists of partners including some of the largest electronics retailers and ISPs globally.
Planned Divestiture of Enterprise Business
On March 6, 2021, we entered into a definitive agreement with a consortium led by Symphony Technology Group (“STG”) under which STG agreed to
purchase certain of our Enterprise assets together with certain liabilities (“Enterprise Business”), representing substantially all of our Enterprise segment,
for an all cash purchase price of $4.0 billion with an expected closing date by the end of 2021, subject to certain closing conditions. The divestiture of our
Enterprise Business will enable us to shift our operational focus to our Consumer business and represents a strategic shift in our operations. As a result, the
results of our Enterprise Business were classified as discontinued operations in our condensed consolidated statements of operations and thus excluded
from both continuing operations and segment results for all periods presented. Starting in the first quarter of fiscal 2021, we operate as one reportable
segment.
In addition to the repayment of approximately $1 billion of existing McAfee indebtedness, we also expect to use a portion of the proceeds from the
transaction to pay approximately $175 million in customary transaction expenses and other one-time charges. The approximately $2.8 billion of remaining
proceeds will be distributed by FTW, McAfee Corp.’s controlled subsidiary, on a pro rata basis to all holders, including McAfee Corp. McAfee Corp.
expects to use its pro rata portion of such proceeds to pay approximately $300 million in required corporate taxes and related payments in connection with
the transaction, and expects to use all remaining proceeds to pay a one-time special dividend of $4.50 per share to holders of our Class A common stock.
We also expect to pay approximately $300 million in additional one-time separation costs and stranded cost optimization, a portion of which will be
expenses paid by proceeds from the transaction. In connection with the divestiture of the Enterprise Business, we expect to enter into a transition service
agreement under which we will provide assistance to STG including, but not limited to, business support services and information technology services as
well as a commercial services agreement under which we will provide certain product services and licensed technology.
Financial Highlights
For the three months ended March 27, 2021 compared to the three months ended March 28, 2020 we delivered the following:
Net revenue increased by 25% to $442 million
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Net income increased by 944% to $94 million
Income from continuing operations increased by 938% to $83 million
Adjusted EBITDA increased by 25% to $199 million
Net cash provided by operating activities increased by 51% to $259 million
Free cash flow increased by 65% to $248 million
See “Non-GAAP Financial Measures” for a description of adjusted EBITDA, and adjusted EBITDA margin, and a reconciliation of these measures to the
nearest financial measure calculated in accordance with GAAP.
COVID-19 Pandemic
In March 2020, the World Health Organization declared the outbreak of a disease caused by a novel strain of the coronavirus (COVID-19) to be a
pandemic. The COVID-19 pandemic is having widespread, rapidly evolving, and unpredictable impacts on global society, economies, financial markets,
and business practices. Federal, state and foreign governments have implemented measures to contain the virus, including social distancing, travel
restrictions, border closures, limitations on public gatherings, work from home, and closure of non-essential businesses. To protect the health and wellbeing of our employees, partners, and third-party service providers, we have implemented work-from-home requirements, made substantial modifications
to employee travel policies, and cancelled or shifted marketing and other corporate events to virtual-only formats for the foreseeable future.
The ultimate duration and extent of the impact from the COVID-19 pandemic depends on future developments that cannot be accurately forecasted at this
time. These developments include the severity and transmission rate of the disease, the actions of governments, businesses and individuals in response to
the pandemic, the extent and effectiveness of containment actions, the impact on economic activity and the impact of these and other factors. We have
experienced growth and increased demand for our solutions in recent quarters, particularly with respect to our Consumer business, which may be due in
part to greater demand for devices or our solutions in response to the COVID-19 pandemic. We cannot determine what, if any, portion of our growth in net
revenue, the number of our Direct to Consumer customers, or any other measures of our performance during the fiscal 2021 compared to the fiscal 2020
was the result of such responses to the COVID-19 pandemic. See Risk Factors.
Fiscal Calendar
We maintain a 52- or 53-week fiscal year that ends on the last Saturday in December. The year ending December 25, 2021 is a 52-week year starting on
December 27, 2020. These condensed consolidated financial statements are presented as of March 27, 2021, and December 26, 2020 and for the three
months ended March 27, 2021 and three months ended March 28, 2020. The three months ended March 27, 2021 consisted of 13 weeks, and the three
months ended March 28, 2020 consisted of 13 weeks.
Key Operating Metrics
We monitor the following key metrics to help us evaluate our business, identify trends affecting our business, measure our performance, formulate business
plans, and make strategic decisions. We believe the following metrics are useful in evaluating our business, but should not be considered in isolation or as a
substitute for GAAP. Certain judgments and estimates are inherent in our processes to calculate these metrics.
We define Core Direct to Consumer Customers as active subscribers whose transaction for a subscription is directly with McAfee. These customers include
those who (i) transact with us directly through McAfee web properties, (ii) are converted during or after the trial period of the McAfee product preinstalled
on their new PC purchase, or (iii) are channel led subscribers who are converted to Core Direct to Consumer Customers after expiration of their
subscription of our product initially purchased through our retail/ecommerce partners or who purchased a McAfee subscription from us through our retail
or PC-OEM partners.
We define Monthly Average Revenue Per Customer (“ARPC”) as monthly subscription net revenue from transactions directly between McAfee and Core
Direct to Consumer Customers, divided by average Core to Direct Consumer Customers from the same period. ARPC can be impacted by price, mix of
products, and change between periods in Core Direct to Consumer Customer count. We believe that ARPC allows us to understand the value of our
solutions to the portion of our customer base transacting directly with us.
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We define Trailing Twelve Months (“TTM”) Dollar Based Retention – Core Direct to Consumer Customers as the annual contract value of Core Direct to
Consumer Customer subscriptions that were renewed in the trailing twelve months divided by the annual contract value for Core Direct to Consumer
Customers subscriptions that were up for renewal in the same period. We monitor TTM Dollar Based Retention as an important measure of the value we
retain of our existing Core Direct to Consumer Customer base and as a measure of the effectiveness of the strategies we deploy to improve those rates over
time.
Three Months Ended
March 27, 2021

Core Direct to Consumer Customers (in millions)
Monthly ARPC
TTM Dollar Based Retention - Core Direct to Consumer Customers

$

18.9
5.95
100 %

March 28, 2020

$

15.7
6.07
98 %

Non-GAAP Financial Measures
We have included both financial measures compiled in accordance with GAAP and certain non-GAAP financial measures in this Quarterly Report on Form
10-Q for our continuing operations as well as our discontinued operations, including adjusted operating income, adjusted operating income margin,
adjusted EBITDA, adjusted EBITDA margin, adjusted net income, adjusted net income margin, and free cash flow and ratios based on these financial
measures.
Adjusted Operating Income, Adjusted Operating Income Margin, Adjusted EBITDA and Adjusted EBITDA Margin
We regularly monitor adjusted operating income, adjusted operating income margin, adjusted EBITDA, and adjusted EBITDA margin to assess our
operating performance. We define adjusted operating income as net income (loss), excluding the impact of amortization of intangible assets, equity-based
compensation expense, restructuring expense, transformation and transition expenses, interest expense and other, net, provision for income tax expense,
foreign exchange (gain) loss, net, income or loss from discontinued operations, net of taxes, and other costs that we do not believe are reflective of our
ongoing operations. We define adjusted operating income from discontinued operations as income (loss) from discontinued operations, net of taxes,
excluding the impact of amortization of intangible assets, equity-based compensation expense, restructuring expense, transformation and transition
expenses and other costs attributable to the segment that we do not believe are reflective of the segment’s ongoing operations. Adjusted operating income
margin is calculated as adjusted operating income divided by net revenue. We define adjusted EBITDA as adjusted operating income, excluding the impact
of depreciation expense and certain other non-operating costs. Adjusted EBITDA margin is calculated as adjusted EBITDA divided by net revenue. We
believe presenting adjusted operating income, adjusted operating income margin, adjusted EBITDA, and adjusted EBITDA margin provides management
and investors consistency and comparability with our past financial performance and facilitates period to period comparisons of operations, as it eliminates
the effects of certain variations unrelated to our overall performance. Adjusted operating income, adjusted operating income margin, adjusted EBITDA, and
adjusted EBITDA margin have limitations as analytical tools, and you should not consider it in isolation or as a substitute for analysis of our results as
reported under GAAP. Some of these limitations are:
although depreciation and amortization are non-cash charges, the assets being depreciated and amortized may have to be replaced in the future,
and adjusted EBITDA does not reflect cash capital expenditure requirements for such replacements or for new capital expenditure
requirements;
adjusted operating income and adjusted EBITDA do not reflect changes in, or cash requirements for, our working capital needs;
adjusted operating income and adjusted EBITDA do not reflect the significant interest expense, or the cash requirements necessary to service
interest or principal payments, on our debt;
adjusted operating income and adjusted EBITDA do not reflect income tax payments that may represent a reduction in cash available to us; and
other companies, including companies in our industry, may calculate adjusted operating income and adjusted EBITDA differently, which reduce
their usefulness as comparative measures.
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Because of these limitations, you should consider adjusted operating income and adjusted EBITDA alongside other financial performance measures,
including operating income (loss), net income (loss) and our other GAAP results. In evaluating adjusted operating income, adjusted operating income
margin, adjusted EBITDA, and adjusted EBITDA margin, you should be aware that in the future we may incur expenses that are the same as or similar to
some of the adjustments in this presentation. Our presentation of adjusted operating income, adjusted operating income margin, adjusted EBITDA, and
adjusted EBITDA margin should not be construed as an inference that our future results will be unaffected by the types of items excluded from the
calculation of adjusted operating income, adjusted operating income margin, adjusted EBITDA, and adjusted EBITDA margin. Adjusted operating income,
adjusted operating income margin, adjusted EBITDA, and adjusted EBITDA margin are not presentations made in accordance with GAAP and the use of
these terms vary from other companies in our industry.
The following table presents a reconciliation of our adjusted operating income and adjusted EBITDA to our net income for the periods presented:
Three Months Ended
(in millions)

March 27, 2021

Net income
Add: Amortization
Add: Equity-based compensation
Add: Acquisition and integration costs(2)
Add: Restructuring(3)
Add: Management fees(4)
Add: Transformation and transition(5)
Add: Executive severance(6)
Add: Interest expense and other, net
Add: Provision for income tax expense (benefit)
Add: Foreign exchange loss (gain), net
Less: Income from discontinued operations, net of taxes
Adjusted operating income
Add: Depreciation
Adjusted EBITDA

$

Net revenue
Net income margin
Adjusted operating income margin
Adjusted EBITDA margin

$

$

March 28, 2020

94
63
14
1
8
—
1
—
60
(3 )
(35 )
(11 )
192
7
199

$

442
21.3 %
43.4 %
45.0 %

$

9
63
14
1
1
2
7
2
75
(10 )
(11 )
(1 )
152
7
159

$

354
2.5 %
42.9 %
44.9 %

See “Description of Non-GAAP Adjustments” section for an explanation of adjustments to non-GAAP measures and other items.
The following table presents a reconciliation of our adjusted operating income and adjusted EBITDA from discontinued operations to our income from
discontinued operations, net of taxes for the periods presented:
Three Months Ended
(in millions)

March 27, 2021

Income from discontinued operations, net of taxes
Add: Amortization
Add: Equity-based compensation
Add: Cash in lieu of equity awards(1)
Add: Acquisition and integration costs(2)
Add: Restructuring(3)
Add: Transformation and transition(5)
Add: Executive severance(6)
Add: Interest expense and other, net
Add: Provision for income tax expense
Adjusted operating income from discontinued operations
Add: Depreciation
Adjusted EBITDA from discontinued operations

$

Net revenue from discontinued operations
Income from discontinued operations, net of taxes margin
Adjusted operating income from discontinued operations margin
Adjusted EBITDA from discontinued operations margin

$

$
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March 28, 2020

11
35
12
1
1
23
22
—
1
7
113
4
117

$

331
3.3 %
34.1 %
35.3 %

$

$

1
53
1
3
1
8
1
1
—
8
77
9
86
331
0.3 %
23.3 %
26.0 %

See “Description of Non-GAAP Adjustments” section for an explanation of adjustments to non-GAAP measures and other items.
Adjusted Net Income and Adjusted Net Income Margin
We regularly monitor adjusted net income and adjusted net income margin to assess our operating performance. We define adjusted net income as net
income (loss), excluding the impact of amortization of intangible assets, amortization of debt issuance costs, equity-based compensation expense,
restructuring expense, transformation and transition expenses, foreign exchange gain (loss), net, other costs, income or loss from discontinued operations,
net of taxes. The adjusted provision for income taxes represents the tax effect on net income, adjusted for all of the listed adjustments, assuming that all consolidated net
income was subject to corporate taxation for all periods presented. Adjusted net income margin is calculated as adjusted net income divided by net revenue.
Adjusted net income and adjusted net income margin have limitations as analytical tools, and you should not consider it in isolation or as a substitute for
analysis of our results as reported under GAAP. Some of these limitations are:
although amortization is non-cash charge, the assets being amortized may have to be replaced in the future, and adjusted net income does not
reflect cash capital expenditure requirements for such replacements or for new capital expenditure requirements;
adjusted net income does not reflect changes in, or cash requirements for, our working capital needs;
other companies, including companies in our industry, may calculate adjusted net income differently, which reduce its usefulness as
comparative measures.
Because of these limitations, you should consider adjusted net income alongside other financial performance measures, including net income (loss) and our
other GAAP results. In evaluating adjusted net income and adjusted net income margin, you should be aware that in the future we may incur expenses that
are the same as or similar to some of the adjustments in this presentation. Our presentation of adjusted net income and adjusted net income margin should
not be construed as an inference that our future results will be unaffected by the types of items excluded from the calculation of adjusted net income and
adjusted net income margin. Adjusted net income and adjusted net income margin are not presentations made in accordance with GAAP and the use of
these terms vary from other companies in our industry.
The following table presents a reconciliation of our adjusted net income to our net income for the periods presented:
Three Months Ended
(in millions)

March 27, 2021

Net income
Add: Amortization of debt discount and issuance costs
Add: Amortization
Add: Equity-based compensation
Add: Acquisition and integration costs(2)
Add: Restructuring(3)
Add: Management fees(4)
Add: Transformation and transition(5)
Add: Executive severance(6)
Add: Provision for income taxes (benefit)
Add: TRA adjustment(7)
Add: Foreign exchange loss (gain), net(8)
Less: Income from discontinued operations, net of taxes
Adjusted income before taxes
Adjusted provision for income taxes(9)
Adjusted net income

$

Net revenue
Net income margin
Adjusted net income margin

$

$

March 28, 2020

94
4
63
14
1
8
—
1
—
(3 )
5
(35 )
(11 )
141
31
110

$

442
21.3 %
24.9 %

$

$

9
5
63
14
1
1
2
7
2
(10 )
—
(11 )
(1 )
82
18
64
354
2.5 %
18.1 %

See “Description of Non-GAAP Adjustments” section for an explanation of adjustments to non-GAAP measures and other items.
The following table presents a reconciliation of our adjusted net income from discontinued operations, net of taxes to our income from discontinued
operations, net of taxes for the periods presented:
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Three Months Ended
(in millions)

March 27, 2021

Income from discontinued operations, net of taxes
Add: Amortization
Add: Equity-based compensation
Add: Cash in lieu of equity awards(1)
Add: Acquisition and integration costs(2)
Add: Restructuring(3)
Add: Transformation and transition(5)
Add: Executive severance(6)
Add: Provision for income taxes
Add: TRA adjustment(7)
Adjusted income from discontinued operations before taxes
Adjusted provision for income taxes(9)
Adjusted net income from discontinued operations

$

Net revenue from discontinued operations
Income from discontinued operations, net of taxes margin
Adjusted net income from discontinued operations margin

$

$

March 28, 2020

11
35
12
1
1
23
22
—
7
1
113
25
88

$

331
3.3 %
26.6 %

$

$

1
53
1
3
1
8
1
1
8
—
77
17
60
331
0.3 %
18.1 %

See “Description of Non-GAAP Adjustments” section for an explanation of adjustments to non-GAAP measures and other items.
Description of Non-GAAP Adjustments
Below are additional information to the adjustments for adjusted operating income, adjusted EBITDA, and adjusted net income:
(1) As a result of our Sponsor’s purchase from Intel of a majority interest in FTW in April 2017, cash awards were provided to certain employees
who held Intel equity awards in lieu of equity in Foundation Technology Worldwide LLC. In addition, as a result of the Skyhigh acquisition, cash
awards were provided to certain employees who held Skyhigh equity awards in lieu of equity in FTW and vest over multiple periods based on
employee service requirements. As these rollover awards reflect one-time grants to former employees of Intel and Skyhigh Networks in
connection with these transactions, we believe this expense is not reflective of our ongoing results.
(2) Represents both direct and incremental costs in connection with business acquisitions, including acquisition consideration structured as cash
retention, third party professional fees, and other integration costs.
(3) Represents both direct and incremental costs associated with costs to execute strategic restructuring events, including third-party professional fees
and services, severance, and facility restructuring costs.
(4) Represents management fees paid to certain affiliates of our Sponsors and Intel pursuant to the Management Services Agreement.
(5) Represents costs incurred in connection with the announced sale of the Enterprise Business. Also includes costs incurred for transformational
initiatives inclusive of duplicative run rate costs related to facilities and data center rationalization in 2020.
(6) Represents severance for executive terminations not associated with a strategic restructuring event.
(7) Represents the impact on net income of adjustments to liabilities under our tax receivable agreement.
(8) Represents Foreign exchange gain (loss), net as shown on the condensed consolidated statements of operations. This amount is attributable to
gains or losses on non-U.S. Dollar denominated balances and is primarily due to unrealized gains or losses associated with our 1st Lien Euro
Term Loan.
(9) Prior to our IPO our structure was that of a pass-through entity for U.S. federal income tax purposes with certain U.S. and foreign subsidiaries
subject to income tax in their respective jurisdictions. Subsequent to the IPO, McAfee Corp. is taxed as a corporation and pays corporate federal,
state, and local taxes on income allocated to it from Foundation Technology Worldwide LLC. The adjusted provision for income taxes represents
the tax effect on net income, adjusted for all of the listed adjustments, assuming that all consolidated net income was subject to corporate taxation
for all periods presented. We have assumed rate of 22% which represents our long term expected corporate tax rate excluding discrete and nonrecurring tax items.
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Free Cash Flow
We define free cash flow as net cash provided by operating activities less capital expenditures. We consider free cash flow to be a liquidity measure that
provides useful information to management and investors about the amount of cash generated by the business that can be used for strategic opportunities,
including investing in our business, making strategic acquisitions, and strengthening the balance sheet.
The following table presents a reconciliation of our free cash flow to our net cash provided by operating activities for the periods presented:
Three Months Ended
(in millions)

March 27, 2021

Net cash provided by operating activities
(1)
Less: Capital expenditures
(2)
Free cash flow

$
$

March 28, 2020

259
(11 )
248

$
$

171
(21 )
150

(1) Capital expenditures includes payments for property and equipment and capitalized labor costs incurred in connection with certain software
development activities.
(2) Free cash flow includes $50 million and $71 million, in cash interest payments for the three months ended March 27, 2021 and March 28, 2020,
respectively.
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Factors Affecting the Comparability of Our Results of Operations
As a result of a number of factors, our historical results of operations are not comparable from period to period and may not be comparable to our financial
results of operations in future periods. Set forth below is a brief discussion of the key factors impacting the comparability of our results of operations.
Payments to Channel Partners
We make various payments to our channel partners, which may include revenue share, product placement fees and marketing development funds. Costs
that are incremental to revenue, such as revenue share, are capitalized and amortized over time as cost of sales. This classification is an accounting policy
election, which may make comparisons to other companies difficult. Product placement fees and marketing development funds are expensed in sales and
marketing expense as the related benefit is received. Many of our channel partner agreements contain a clause whereby we pay the greater of revenue share
calculated for the period or product placement fees. This may impact the comparability of our financial results between periods.
Under certain of our channel partner agreements, the partners pay us a royalty on our technology sold to their customers, which we recognize as revenue in
accordance with our revenue recognition policy. In certain situations, the payments made to our channel partners are recognized as consideration paid to a
customer, and thus are recorded as reductions to revenue up to the amount of cumulative revenue recognized from contracts with the channel partner during
the period of measurement. Any payments to channel partners in excess of such cumulative revenue during the period of measurement are recognized as
cost of sales or marketing expense as described above. As royalty revenue from individual partners varies, the amount of costs recognized as a reduction of
revenue rather than as cost of sales or sales and marketing expense fluctuates and may impact the comparability of our financial statements between
periods.
Impact of the Reorganization Transactions
McAfee Corp. is a corporation for U.S. federal and state income tax purposes. Following the Reorganization Transactions, FTW is the predecessor of
McAfee Corp. for accounting purposes. FTW is and remains a partnership for U.S. federal income tax purposes and will therefore generally not be subject
to any U.S. federal income taxes at the entity level in respect of income it recognizes directly or through its U.S. and foreign subsidiaries that are also passthrough or disregarded entities for U.S. federal income tax purposes. Instead, taxable income and loss of these entities will flow through to the members of
FTW (including McAfee Corp. and certain of its subsidiaries) for U.S. federal income tax purposes. Certain of FTW’s non-U.S. subsidiaries that are treated
as pass-through or disregarded entities for U.S. federal income tax purposes are nonetheless treated as taxable entities in their respective jurisdictions and
are thus subject to non-U.S. taxes at the entity level. FTW also has certain U.S. and foreign subsidiaries that are treated as corporations for U.S. federal
income tax purposes and that therefore are or may be subject to income tax at the entity level. McAfee Corp. pays U.S. federal, state and local income taxes
as a corporation on its share of the taxable income of FTW (taking into account the direct and indirect ownership of FTW by McAfee Corp.).
In addition, in connection with the Reorganization Transactions and the IPO, McAfee Corp. entered into the tax receivable agreement as described in Note
1 to the condensed consolidated financial statements.
Equity-Based Compensation
Upon consummation of the IPO in October 2020, we modified the terms of our unvested FTW RSUs, outstanding cash-settled restricted equity units
(“CRSU”s), and outstanding management equity participation units (“MEPU”s) to permit settlement in the Company’s Class A common stock, par value
$0.001 per share (“Class A common stock”) (collectively, “Replacement RSUs”) in lieu of cash settlement, at the Company’s election. No service or
performance vesting terms were changed at the time of modification. All of our outstanding equity awards were probable of vesting and the change was
accounted for as a Type I modification. In addition, the Company granted stock options with a strike price equal to the IPO price to certain holders of
MEPUs with distribution thresholds not fully satisfied at the time of modification and, at the time of the grant, recognized expense for these options
immediately. See Note 10 to the condensed consolidated financial statements in Item 1 for a detailed discussion of equity-based compensation.
During February 2020, we modified the terms of certain management incentive unit grants to provide for vesting subject to the satisfaction of certain
conditions, which resulted in the recognitions of $12 million incremental compensation expense for the modified award at their modification date.
The accounting impact resulting from the recognition of this equity-based compensation limits the comparability of our financial statements between
periods. The table below shows the impact of all equity-based compensation on our financial statements.
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Three Months Ended
(in millions)

March 27, 2021

Cost of sales
Sales and marketing
Research and development
General and administrative
Total equity-based compensation expense from continuing operations
Discontinued operations
Total equity-based compensation expense

$

$

29

March 28, 2020

1
3
3
7
14
12
26

$

$

—
1
—
13
14
1
15

Composition of Revenues, Expenses, and Cash Flows
Net Revenue
We derive substantially all of our revenue from the sale of software subscriptions or royalty agreements, primarily through our indirect relationships with
our partners or direct relationships with end customers through our website. We have various marketing programs with certain business partners who we
consider customers and reduce revenue by the cash consideration given to these partners. Revenue is recognized as control of the promised goods or
services are transferred to our customers, in an amount that reflects the consideration we expect to be entitled to in exchange for the promised goods or
services.
Cost of Sales
Our total cost of sales include fees paid under revenue share arrangements, amortization of certain intangibles, transaction processing fees, the costs of
providing delivery (i.e., hosting), support, which include salaries and benefits for employees and fees related to third parties, and technology licensing fees.
We anticipate our total cost of sales to increase in absolute dollars as we grow our net revenue. Cost of sales as a percentage of net revenue may vary from
period to period based on our investments in the business and the efficiencies we are able to realize going forward as well as due to the accounting for
payments to channel partners discussed in Factors Affecting the Comparability of Our Results of Operations.
We expect the divestiture to lead to increased costs that were previously allocated to both segments to now be part of continuing operations which will have
a dilutive impact on gross margins.
Operating Expenses
Our operating expenses consist of sales and marketing, research and development, general and administrative, amortization of intangibles, and restructuring
and transition charges.
We expect the divestiture to lead to increased costs that were previously allocated to both segments to now be part of continuing operations which will have
a dilutive impact on operating margins. We also expect to pay approximately $300 million in additional one-time separation costs and stranded cost
optimization, a portion of which will be expenses paid by proceeds from the transaction. The first quarter of 2021 included $22 million of stranded costs
within income from continuing operations.
Sales and Marketing. Sales and marketing expenses consist primarily of product placement fees and marketing development funds,
advertising and marketing promotions, salaries, commissions, benefits for sales and marketing personnel as well as allocated facilities and IT
costs. Sales and marketing as a percentage of net revenue may vary from period to period based due to the accounting for payments to channel
partners discussed in Factors Affecting the Comparability of Our Results of Operations.
Research and Development. Research and development expenses consist primarily of salaries and benefits for our development staff and a
portion of our technical support staff, contractors’ fees, and other costs associated with the enhancement of existing products and services and
development of new products and services, as well as allocated facilities and IT costs.
General and Administrative. General and administrative expenses consist primarily of salaries and benefits and other expenses for our
executive, finance, human resources, and legal organizations. In addition, general and administrative expenses include outside legal,
accounting, and other professional fees, and an allocated portion of facilities and IT costs.
Amortization of Intangibles. Amortization of intangibles includes the amortization of customer relationships and other assets associated with
our acquisitions, including the Sponsor Acquisition in April 2017.
Restructuring. Restructuring and transition charges consists primarily of costs associated with employee severance and facility restructuring
charges related to realignment of our workforce.
Interest Expense and Other, Net
Interest expense and other, net primarily relates to interest expense on our outstanding indebtedness to third parties. In connection with the divestiture of the
Enterprise Business, we expect to enter into a transition service agreement under which we will provide assistance to STG including, but not limited to,
business support services and information technology services.
Foreign Exchange Gain (Loss), Net
Foreign exchange gain (loss), net is primarily attributable to realized and unrealized gains or losses on non-U.S. Dollar denominated balances, primarily
long-term debt and cash, and transactions.
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Provision for Income Tax
McAfee Corp. is taxed as a corporation and pays corporate federal, state and local taxes on income allocated to it from FTW based upon McAfee Corp.’s
economic interest in FTW. FTW is a pass through entity for U.S. federal income tax purposes and will not incur any federal income taxes either for itself or
its U.S. subsidiaries that are also pass through or disregarded subsidiaries. Taxable income or loss for these entities will flow through to its respective
members for U.S. tax purposes. FTW does have certain U.S. and foreign subsidiaries that are corporations and are subject to income tax in their respective
jurisdiction.
We believe it is reasonably possible that subsequent to the closing of the sale of the Enterprise Business we will no longer have a cumulative loss incurred
over the trailing three-year period. As a result, we could then consider subjective evidence, such as our projections for future growth, and may be able to
reach a conclusion that the valuation allowance against the net deferred tax assets of our domestic entities will no longer be required. A release of the
valuation allowance would have the following two distinct impacts in the period in which such release is recorded:
Recognition of certain deferred tax assets and corresponding income tax benefit that may be in excess of $150 million
Recognition of a long-term TRA liability and corresponding TRA expense that may be in excess of $200 million
Income from Discontinued Operations, Net of Taxes
Following the agreement with STG, the results of our Enterprise Business were classified as discontinued operations in our condensed consolidated
statements of operations and excluded from continuing operations for all periods presented.

Results of Operations
The following tables set forth the condensed consolidated statements of operations in dollar amounts and as a percentage of our total revenue for the
periods indicated. The period-to-period comparison of results is not necessarily indicative of results for future periods.
Three Months Ended
(in millions)

March 27, 2021

Net revenue
Cost of sales
Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of intangibles
Restructuring charges
Total operating expenses
Operating income
Interest expense and other, net
Foreign exchange gain (loss), net
Income (loss) from continuing operations before income taxes
Provision for income tax expense (benefit)
Income from continuing operations
Income from discontinued operations, net of taxes
Net income

$

Less: Net income attributable to redeemable noncontrolling interests
Net income attributable to McAfee Corp.
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March 28, 2020

442
116
326

$

85
44
48
36
8
221
105
(60 )
35
80
(3 )
83
11
94

$

64
30

$

$

354
99
255
60
38
58
36
1
193
62
(75 )
11
(2 )
(10 )
8
1
9
N/A
N/A

Three Months Ended
March 27, 2021

Net revenue
Cost of sales
Gross profit
Operating expenses:
Sales and marketing
Research and development
General and administrative
Amortization of intangibles
Restructuring charges
Total operating expenses
Operating income
Interest expense and other, net
Foreign exchange gain (loss), net
Income (loss) from continuing operations before income taxes
Provision for income tax expense (benefit)
Income from continuing operations
Income from discontinued operations, net of taxes
Net income
Less: Net income attributable to redeemable noncontrolling interests
Net income attributable to McAfee Corp.

March 28, 2020

100.0 %
26.2 %
73.8 %

100.0 %
28.0 %
72.0 %

19.2 %
10.0 %
10.9 %
8.1 %
1.8 %
50.0 %
23.8 %
(13.6 )%
7.9 %
18.1 %
(0.7 )%
18.8 %
2.5 %
21.3 %
14.5 %
6.8 %

16.9 %
10.7 %
16.4 %
10.2 %
0.3 %
54.5 %
17.5 %
(21.2 )%
3.1 %
(0.6 )%
(2.8 )%
2.3 %
0.3 %
2.5 %
N/A
N/A

Net Revenue
Three Months Ended
(in millions, except percentages)

March 27, 2021

Net revenue

$

442

Variance in

March 28, 2020

$

354

Dollars

$

Percent

88

24.9 %

Net revenue increased $88 million, or 24.9%, from $354 million for the three months ended March 28, 2020 to $442 million for the three months ended
March 27, 2021. The increase was primarily driven by (i) growth in Core Direct to Consumer Customers, (ii) increases in TTM Dollar Based Retention Core Direct to Consumer Customers, (iii) increases in secure search revenue, and (iv) growth in Mobile and Internet Service Provider business.
Cost of Sales
Three Months Ended
(in millions, except percentages)

March 27, 2021

Cost of sales
Gross profit margin

$

116
73.8 %

Variance in

March 28, 2020

$

99
72.0 %

Dollars

$

Percent

17

17.2 %

Cost of sales increased $17 million, or 17.2%, from $99 million for the three months ended March 28, 2020 to $116 million for the three months ended
March 27, 2021. The increase in cost of sales was primarily attributable to a $13 million increase in revenue share expense resulting from increases in Core
Direct to Consumer Customer subscriber base.
Operating Expenses
Three Months Ended
(in millions, except percentages)

March 27, 2021

Sales and marketing
Research and development
General and administrative
Amortization of intangibles
Restructuring and transition charges
Total

$

$

32

85
44
48
36
8
221

Variance in

March 28, 2020

$

$

60
38
58
36
1
193

Dollars

$

$

25
6
(10 )
—
7
28

Percent

41.7 %
15.8 %
(17.2 )%
—
700.0 %
14.5 %

Sales and marketing expense increased $25 million, or 41.7%, from $60 million for the three months ended March 28, 2020 to $85 million for the three
months ended March 27, 2021. The increase in sales and marketing expense was primarily attributable to (i) a $14 million increase in product placement
fees and marketing development funds under agreements with certain OEM partners, primarily driven by increased PC shipments, (ii) a $6 million increase
in marketing campaigns, and (iii) the increase in equity-based compensation expense discussed above.
Research and development expense increased $6 million, or 15.8%, from $38 million for the three months ended March 28, 2020 to $44 million for the
three months ended March 27, 2021. The increase in research and development expense was primarily attributable to the increase in equity-based
compensation expense discussed above.
General and administrative expense decreased $10 million, or 17.2%, from $58 million for the three months ended March 28, 2020 to $48 million for the
three months ended March 27, 2021. The change was primarily attributable to (i) a decrease in equity-based compensation primarily driven by acceleration
of vesting related to the departure of our former CEO in Q1 2020, partially offset by expense related to the Replacement RSUs and (ii) a decrease in rent
expense due to expiring leases.
Amortization of intangibles for the three months ended March 28, 2020 was unchanged from amortization of intangibles for the three months ended March
27, 2021.
Restructuring and transition charges for the three months ended March 28, 2020 increased $7 million from $1 million for the three months ended March 28,
2020 to $8 million for the three months ended March 27, 2021. The increase is primarily the result of one-time termination benefits to the impacted
employees, including severance payments and healthcare and other accrued benefits related to the workforce reduction that was initiated in December
2020.
Operating Income
Three Months Ended
(in millions, except percentages)

March 27, 2021

Operating income
Operating income margin

$

Variance in

March 28, 2020

105
23.8 %

$

Dollars

62
17.5 %

$

Percent

43

69.4 %

Operating income increased $43 million, or 69.4%, from $62 million for the three months ended March 28, 2020 to $105 million for the three months
ended March 27, 2021. The increase was primarily driven by the $88 million increase in net revenue discussed above, partially offset by (i) a $14 million
increase in product placement fees and marketing development funds under agreements with certain OEM partners, primarily driven by increased PC
shipments, (ii) a $13 million increase in revenue share expense resulting from increases in Core Direct to Consumer Customer subscriber base, (iii) the $7
million increase in restructuring expenses and (iv) the increase in marketing campaigns.
Interest Expense and Other, Net
Three Months Ended
(in millions, except percentages)

March 27, 2021

Interest expense and other, net

$

Variance in

March 28, 2020

(60 )

$

(75 )

Dollars

$

Percent

15

(20.0 )%

Interest expense and other, net decreased $15 million, or 20.0%, from $75 million for the three months ended March 28, 2020 to $60 million for the three
months ended March 27, 2021. The decrease was primarily attributable to the payoff of our 2nd Lien Term Loan and the $300 million prepayment on our
1st Lien USD Term Note in the fourth quarter of 2020 in addition to a lower LIBOR rate, partially offset by $6 million in expense related to an adjustment
in our liabilities under our tax receivable agreement.
Provision for Income Tax Expense
Three Months Ended
(in millions, except percentages)

March 27, 2021

Provision for income tax expense (benefit)

$

33

Variance in

March 28, 2020

(3 )

$

(10 )

Dollars

$

Percent

7

(70.0 )%

Provision for income tax benefit decreased $7 million, or 70.0%, from a benefit of $10 million for the three months ended March 28, 2020 to a benefit of
$3 million for the three months ended March 27, 2021. The change was primarily attributable to a $13 million decrease in reserve for uncertain tax
positions due to an election to treat one of our subsidiary entities as a corporation for U.S federal income tax purposes in 2020, partially offset by an $8
million decrease in reserve for uncertain tax positions due to a ruling in a foreign jurisdiction in 2021.
Discontinued Operations
Three Months Ended
(in millions, except percentages)

Net revenue
Operating income
Income from discontinued operations before income taxes
Income tax expense
Income from discontinued operations, net of tax

March 27, 2021

$
$
$
$
$

331
19
18
7
11

Variance in

March 28, 2020

$
$
$
$
$

331
9
9
8
1

Dollars

$
$
$
$
$

Percent

—
10
9
(1 )
10

—
111.1 %
100.0 %
(12.5 )%
1000.0 %

Net revenue – Discontinued Operations was unchanged for the three months ended March 28, 2020 compared to the amount for the three months ended
March 27, 2021.
Operating income – Discontinued Operations increased $10 million from $9 million for the three months ended March 28, 2020 to $19 million for the three
months ended March 27, 2021. The improvement was primarily driven by (i) a $32 million decrease in operating expenses primarily due to reduced
headcount related to the reduction in force that was initiated in December 2020 and along with limited travel and events caused by the COVID-19
pandemic, (ii) a $18 million decrease in amortization expense due to assets that were fully amortized in 2020 in addition to stopping amortization in March
2021 for Enterprise Business assets held for sale, and (iii) a $5 million decrease in depreciation partially due to stopping depreciation in March 2021 for
Enterprise Business assets held for sale. These increases were partially offset by (i) a $21 million increase in transformation and transition expenses due to
expenses associated with the announced planned divestiture of the Enterprise Business, (ii) a $15 million increase in restructuring expenses related to the
workforce reduction that was initiated in December 2020, and (iii) the $11 million increase in equity-based compensation expense discussed above.
Income tax expense - Discontinued Operations was consistent for the three months ended March 27, 2021 and the three months ended March 28, 2020.
Liquidity and Capital Resources
McAfee Corp. is a holding company with no operations and, as such, will depend on its subsidiaries for cash to fund all of its operations and expenses
through the payment of distributions by its current and future subsidiaries, including Foundation Technology Worldwide LLC. The terms of the agreements
governing our senior secured credit facilities contain certain negative covenants prohibiting certain of our subsidiaries from making cash dividends or
distributions to McAfee Corp. or to Foundation Technology Worldwide LLC unless certain financial tests are met. For a discussion of those restrictions, see
“—Senior Secured Credit Facilities” below and “Risk Factors—Risks Related to Our Indebtedness—Restrictions imposed by our outstanding indebtedness
and any future indebtedness may limit our ability to operate our business and to finance our future operations or capital needs or to engage in acquisitions
or other business activities necessary to achieve growth” in our Annual Report on Form 10-K for the year ended December 26, 2020, filed with the SEC
pursuant to Rule 424(b)(4) on March 1, 2021. We currently anticipate that such restrictions will not impact our ability to meet our cash obligations.
Sources of Liquidity
As of March 27, 2021, we had cash and cash equivalents of $346 million. Our primary source of cash for funding operations and growth has been through
cash flows generated from operating activities. In addition, we have funded certain acquisitions, distributions to members, and to a lesser extent, capital
expenditures and our operations, through borrowings under the Senior Secured Credit Facilities, primarily in the form of long-term debt obligations. As of
March 27, 2021, we had $660 million of additional unused borrowing capacity under our Revolving Credit Facility.
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We believe that our existing cash on hand, expected future cash flows from operating activities, and additional borrowings available under our credit
facilities will provide sufficient resources to fund our operating requirements as well as future capital expenditures, debt service requirements, and
investments in future growth for at least the next twelve months. Our future capital requirements will depend on many factors, including our growth rate,
the timing and extent of spending to support development efforts, the expansion of sales and marketing activities, the introduction of new and enhanced
product and service offerings, and the continuing market acceptance of our products. In the event that additional financing is required from outside sources,
we may not be able to raise such financing on terms acceptable to us or at all. If we are unable to raise additional capital when desired, our business,
operating results, and financial condition may be adversely affected.
Senior Secured Credit Facilities
As of March 27, 2021, our senior secured credit facilities (the “First Lien Credit Facilities”) consisted of a U.S. dollar-denominated term loan tranche of
$2,725 million (the “First Lien USD Term Loan”), a Euro-denominated term loan tranche of €1,070 million (the “First Lien EUR Term Loan”, and together
with the First Lien USD Term Loan, the “First Lien Term Loans”), and a $664 million Revolving Credit Facility, of which we have no outstanding
borrowing. The Revolving Credit Facility includes a $50 million sublimit for the issuance of letters of credit.
The commitments under the First Lien Term Loans will mature on September 29, 2024. As of March 27, 2021, our total outstanding indebtedness under the
Credit Facilities was $3,985 million. The First Lien Term Loans require equal quarterly repayments equal to 0.25% of the total amount borrowed.
As of March 27, 2021, the material terms of our outstanding debt remain unchanged from those described in our consolidated financial statements as of
December 26, 2020.
Our 1st Lien Net Leverage Ratio as defined in the credit facility agreement was 2.8 as of March 27, 2021. For the three months ended March 27, 2021, the
weighted average interest rate was 3.9% under the First Lien USD Term Loan and 3.5% under the First Lien EUR Term Loan. As of March 27, 2021, we
had a total of $664 million of available borrowings under the Revolving Credit Facility, of which we had $4 million outstanding as letters of credit. We
currently pay a commitment fee of 0.375% on the unused portion of the Revolving Credit Facility.
We expect the proceeds from the transaction will be used for the repayment of approximately $1 billion of senior secured credit facilities. Refer to “—
Planned Divestiture of Enterprise Business” above.
Tax Receivable Agreement
The contribution by the Continuing Owners to the Corporation of certain corporate entities in connection with the IPO (including the Reorganization
Transactions) and future exchanges of LLC Units for shares of the Corporation’s Class A common stock are expected to produce or otherwise deliver to the
Corporation favorable tax attributes that can reduce its taxable income. Prior to the completion of the IPO, the Corporation entered into a tax receivable
agreement ("TRA"), which generally will require it to pay the TRA Beneficiaries 85% of the applicable cash savings, if any, in U.S. federal, state, and local
income tax that the Corporation actually realizes or, in certain circumstances, is deemed to realize as a result of (i) all or a portion of the Corporation’s
allocable share of existing tax basis in the assets of FTW (and its subsidiaries) acquired in connection with the Reorganization Transactions, (ii) increases
in the Corporation’s allocable share of existing tax basis in the assets of FTW (and its subsidiaries) and tax basis adjustments in the assets of FTW (and its
subsidiaries) as a result of sales or exchanges of LLC Units after the IPO, (iii) certain tax attributes of the corporations acquired by McAfee Corp. in
connection with the Reorganization Transactions (including their allocable share of existing tax basis in the assets of FTW (and its subsidiaries)), and
(iv) certain other tax benefits related to entering into the tax receivable agreement, including tax benefits attributable to payments under the tax receivable
agreement. The Corporation generally will retain the benefit of the remaining 15% of the applicable tax savings. The payment obligations under the tax
receivable agreement are obligations of McAfee Corp., and we expect that the payments that will be required to make under the tax receivable agreement
will be substantial. As of March 27, 2021, we have recorded $2 million current portion and $6 million long-term portion of the TRA liability recorded
within Accounts payable and other accrued liabilities and Other long-term liabilities, respectively, in the condensed consolidated balance sheet.
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Dividend Policy
FTW is expected to pay a cash distribution to its members on a quarterly basis at an aggregate annual rate of approximately $200 million for fiscal 2021.
The Corporation is expected to receive a portion of any such distribution through the LLC Units it holds directly or indirectly through its wholly-owned
subsidiaries on the record date for any such distribution declared by FTW. The Corporation expects to use the proceeds it receives from such quarterly
distribution to declare a cash dividend on its shares of Class A common stock. The Corporation declared or paid the following dividends during the three
months ended March 27, 2021:

Declaration Date

Record Date

Payment Date

December 9, 2020
March 11, 2021

December 24, 2020
March 26, 2021

January 7, 2021
April 9, 2021

Amount
(in millions)

Dividend per Share

$
$

0.087
0.115

$
$

14
19

We also expect to pay a one-time special dividend of $4.50 per share of Class A common stock outstanding in connection with the consummation of the
sale of our Enterprise Business.
Consolidated Statements of Cash Flows
Our cash flows for the three months ended March 27, 2021 and March 28, 2020 were:
Three Months Ended
March 27, 2021

Net cash provided by operating activities
Net cash used in investing activities
Net cash provided by (used in) financing activities
Effect of exchange rate fluctuations on cash and cash equivalents
Change in cash and cash equivalents

$

$

March 28, 2020

259
(11 )
(130 )
(3 )
115

$

$

171
(21 )
239
(4 )
385

See Note 3 to the condensed consolidated financial statements for additional cash flow information associated with our discontinued operations.
Operating Activities
For the three months ended March 27, 2021, net cash provided by operating activities was $259 million, as a result of net income of $94 million, adjusted
for non-cash charges of $106 million and net cash inflow of $59 million from changes in operating assets and liabilities. Non-cash charges primarily
consisted of $110 million in depreciation and amortization, $26 million in equity-based compensation, $1 million for deferred taxes, and $4 million in other
operating activities, partially offset by $35 million in foreign exchange gains. The net cash inflow from changes in operating assets and liabilities was
primarily due to (i) a $118 million decrease in accounts receivable, net which is primarily caused by seasonality of billings and collections related to
discontinued operations, and (ii) a $45 million increase in deferred revenue primarily due to increases in deferred revenue balances resulting from increases
in Consumer billings, partially offset by decreases resulting from seasonality of billings related to discontinued operations. These changes were partially
offset primarily by (i) $48 million decrease in other liabilities primarily due to the payment of annual bonuses and larger year-end commissions in the first
quarter of fiscal 2021, (ii) $34 million increase in other assets primarily driven by increases in long-term deferred revenue share with more long-term
subscribers and in right of use assets recorded primarily due to new leases and (iii) a $20 million increase in deferred costs primarily due to increased
deferred revenue share resulting from an increased subscriber base.
For the three months ended March 28, 2020, net cash provided by operating activities was $171 million, as a result of net income of $9 million, adjusted for
non-cash charges of $154 million and net cash inflow of $8 million from changes in operating assets and liabilities. Non-cash charges consisted primarily
of $132 million in depreciation and amortization, $15 million in equity-based compensation, and $17 million in other operating activities principally
consisting of lease asset amortization and amortization of debt discount and issuance costs, partially offset by $11 million in foreign exchange gains. The
net cash inflow from changes in operating assets and liabilities was primarily due to a $168 million decrease in accounts receivable, net which is primarily
caused by seasonality of billings and collections related to discontinued operations, partially offset by (i) a $99 million decrease in other liabilities due to
the payment of annual bonuses and larger year-end commissions in the first quarter of fiscal 2020, (ii) a $21 million decrease in accounts payable and
accrued liabilities primarily due to timing of vendor payments, (iii) an $18 million decrease in deferred revenue largely driven by seasonality of billings
related to discontinued operations, partially offset by increasing balances for Consumer deferred revenue, (iv) a $13 million increase in other assets
primarily driven by increases in prepaid software and maintenance and in the right of use assets recorded primarily due to new leases, and (v) a $9 million
increase in deferred costs primarily due to increased deferred revenue share resulting from an increased subscriber base.
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Investing Activities
For the three months ended March 27, 2021, net cash used in investing activities was $11 million, which was primarily the result of additions to property
and equipment.
For the three months ended March 28, 2020, net cash used in investing activities was $21 million, which was primarily the result of the additions to
property and equipment of $20 million.
Financing Activities
For the three months ended March 27, 2021, net cash used in financing activities was $130 million, which was primarily the result of (i) distributions to
members of FTW of $79 million, (ii) payment of tax withholding for shares withheld of $23 million, (iii) payment of dividend of $14 million to holders of
Class A common stock, and (iv) payment of long-term debt of $11 million.
For the three months ended March 28, 2020, net cash provided by financing activities was $239 million, which was primarily the result of proceeds from
drawing down on the revolving credit facility of $300 million, partially offset by (i) distributions to members of FTW of $50 million, and (ii) payment of
long-term debt of $11 million.
Contractual Obligations and Commitments
As of March 27, 2021, including amounts associated with our discontinued operations, we have unconditional purchase obligations of $445 million that
expire at various dates through 2026 and guarantees of $11 million that expire at various dates through 2028. For further information, see Note 17 to the
condensed consolidated financial statements.
Off-balance Sheet Arrangements
As of March 27, 2021, we did not have any relationships with unconsolidated entities or financial partnerships, such as structured finance or special
purpose entities, that were established for the purpose of facilitating off-balance sheet arrangements or other purposes.
Critical Accounting Policies and Use of Estimates
Our condensed consolidated financial statements have been prepared in accordance with U.S. generally accepted accounting principles. The preparation of
these condensed consolidated financial statements requires us to make estimates and assumptions that affect the reported amounts of assets, liabilities,
revenue, expenses, and related disclosures. We base our estimates on historical experience and on various other assumptions that we believe are reasonable
under the circumstances. We evaluate our estimates and assumptions on an ongoing basis. Actual results may differ from these estimates. To the extent that
there are material differences between these estimates and our actual results, our future financial statements will be affected.
We believe the critical accounting policies and estimates discussed under “Management’s Discussion and Analysis of Financial Condition and Results of
Operations” included in our Annual Report of Form 10-K for the year ended December 26, 2020 filed with the SEC on March 1, 2021 pursuant to Rule
424(b) under the Securities Act, reflect our more significant judgments and estimates used in the preparation of the condensed consolidated financial
statements. There have been no significant changes to our critical accounting policies and estimates as filed in such report, except for those related to
discontinued operations as a result of changes in reporting that relate to the pending divestiture of the Enterprise business.
Discontinued Operations
We review the presentation of planned business dispositions in the condensed consolidated financial statements based on the available information and
events that have occurred. The review consists of evaluating whether the business meets the definition of a component for which the operations and cash
flows are clearly distinguishable from the other components of the business, and if so, whether it is anticipated that after the disposal the cash flows of the
component would be eliminated from continuing operations and whether the disposition represents a strategic shift that has a major effect on operations and
financial results. In addition, we evaluate whether the business has met the criteria as a business held for sale. In order for a planned disposition to be
classified as a business held for sale, the established criteria must be met as of the reporting date, including an active program to market the business and
the expected disposition of the business within one year.
Planned business dispositions are presented as discontinued operations when all the criteria described above are met. For those divestitures that qualify as
discontinued operations, all comparative periods presented are reclassified in the condensed consolidated balance sheets. Additionally, the results of
operations of a discontinued operation are reclassified to income from discontinued operations, net of tax, for all periods presented in the condensed
consolidated statements of operations. Results of discontinued operations include all revenues and expenses directly derived from such businesses; general
corporate overhead is not allocated to discontinued operations.
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Recent Accounting Pronouncements
For further information, see Note 2 to the condensed consolidated financial statements.
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Item 3. Quantitative and Qualitative Disclosures About Market Risk
We are exposed to certain risk arising from both our business operations and economic conditions. We principally manage our exposure to a wide variety of
business and operational risks through management of our core business activities. We manage economic risks, including interest rate, liquidity, and credit
risk primarily by managing the amount, sources, and duration of our debt funding and through the use of derivative financial instruments.
Foreign Currency Exchange Risk
Our sales contracts are primarily denominated in U.S. dollars. A portion of our operating expenses are incurred outside of the United States and are
denominated in foreign currencies and are subject to fluctuations due to changes in foreign currency exchange rates, particularly changes in the Euro,
Argentine Peso, Indian Rupee, British Pound Sterling, Australian Dollar, and Japanese Yen. Additionally, fluctuations in foreign currency exchange rates
may cause us to recognize transaction gains and losses in our consolidated statement of operations. The effect of an immediate 10% adverse change in
foreign exchange rates on monetary assets and liabilities at March 27, 2021 would not be material to our financial condition or results of operations. To
date, foreign currency transaction gains and losses and exchange rate fluctuations have not been material to our consolidated financial statements, and we
have not engaged in any foreign currency hedging transactions.
As our international operations continue to grow, our risks associated with fluctuation in currency rates will become greater, and we will continue to
reassess our approach to managing this risk, such as using foreign currency forward and option contracts to hedge certain exposures to fluctuations in
foreign currency exchange rates. In addition, currency fluctuations or a weakening U.S. dollar can increase the costs of our international expansion, and a
strengthening U.S. dollar could slow international demand as products and services priced in the U.S. dollar become more expensive.
Interest Rate Risk
We utilize long-term debt to, among other things, finance our acquisitions and, to a lesser extent, our operations. We are exposed to interest rate risk on our
outstanding floating rate debt instruments which bear interest at rates that fluctuate with changes in certain short-term prevailing interest rates. Certain
borrowings under the Senior Secured Credit Facilities bear interest at a Euro currency rate determined by reference to LIBOR, plus an applicable margin,
subject to established floors of 0.00%. During the fiscal year ended December 26, 2020 and three months ended March 27, 2021, applicable interest rates
have been lower than the designated floors under our 1st Lien Euro Term Loan; therefore, certain interest rates under the Senior Secured Credit Facilities
have not been subject to change. Assuming that the rates remain below the applicable floors under the Senior Secured Credit Facilities, a 25 basis point
increase or decrease in the applicable interest rates on our variable rate debt, excluding debt outstanding under the Senior Secured Credit Facilities, would
result in a minor change in interest expense on an annual basis.
In 2018 and through 2020, we entered into multiple interest rate swaps in order to fix a substantial amount of the LIBOR portion of our USD denominated
variable rate borrowings. Our derivative financial instruments are used to manage differences in the amount, timing, and duration of our known or expected
cash payments principally related to our variable-rate borrowings.
A hypothetical 10% increase or decrease in interest rates during any of the periods presented would not have had a material impact on our interest expense.
Inflation Rate Risk
We do not believe that inflation has had a material effect on our business, financial condition or results of operations. Nonetheless, if our costs were to
become subject to significant inflationary pressures, we may not be able to fully offset such higher costs through price increases. Our inability or failure to
do so could harm our business, financial condition, and results of operations.
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Item 4. Controls and Procedures
Evaluation of Disclosure Controls and Procedures
As of March 27, 2021, an evaluation of the effectiveness of our disclosure controls and procedures (as defined in Rule 13a-15(e) under the Securities
Exchange Act of 1934, as amended (the “Act”)), was carried out by our management and with the participation of our Chief Executive Officer (principal
executive officer) and Chief Financial Officer (principal financial officer).
Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by a
company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management, including its
principal executive and principal financial officers, or persons performing similar functions, as appropriate, to allow timely decisions regarding required
disclosure. There are inherent limitations to the effectiveness of any system of disclosure controls and procedures, including the possibility of human error
and the circumvention or overriding of the controls and procedures. Our disclosure controls and procedures are designed to provide reasonable assurance of
achieving their control objectives.
Based upon the aforementioned evaluation, our principal executive officer and principal financial officer concluded that these disclosure controls and
procedures were effective as of March 27, 2021, at the reasonable assurance level.
Changes in Internal Control over Financial Reporting
During the quarter ended March 27, 2021, no change in our internal control over financial reporting (as defined in Rule 13a-15(f) under the Act) occurred
that has materially affected, or is reasonably likely to materially affect, our internal controls over financial reporting.
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PART II—OTHER INFORMATION
Item 1. Legal Proceedings
From time to time, we are subject to various legal proceedings and claims, either asserted or unasserted, which arise in the ordinary course of business.
While the outcome of these matters cannot be predicted with certainty, we do not believe that the outcome of any of these matters, individually or in the
aggregate, will have a material adverse effect on our consolidated financial condition, results of operations, or cash flows.
Item 1A. Risk Factors
A description of the risk factors associated with the pending divestiture of our Enterprise business is set forth below. For a fulsome discussion of the other
potential risks and uncertainties associated with our business, see the information under the heading “Risk Factors” in our Annual Report on Form 10-K for
the year ended December 26, 2020, filed with the SEC pursuant to Rule 424(b)(4) on March 1, 2021.
Risks Related to the Pending Sale of our Enterprise Business
If we are unsuccessful at executing the separation and transition of the Enterprise business assets we sold to STG, our business and results of
operations may be adversely affected and our ability to invest in and grow our business could be limited.
For the last several years, we have experienced transitions in our business with the completion of our IPO, and the divestiture of a business which
comprised a substantially whole operating segment. These transitions have involved significant turnover in management and other key personnel and
changes in our strategic direction. Transitions of this type can be disruptive, result in the loss of focus and employee morale and make the execution of
business strategies more difficult. We have made commitments to STG to provide transition services and certain threat intelligence data as has historically
been provided to the Enterprise business. We may experience delays in the anticipated timing of activities related to such transitions and higher than
expected or unanticipated execution costs. If we do not succeed in these efforts, or if these efforts are more costly or time-consuming than expected, our
business and results of operations may be adversely affected, which could limit our ability to invest in and grow our business.
The proposed divestiture of the Enterprise business is subject to a number of conditions beyond our control. Failure to complete the proposed
divestiture within the expected timeframe, or at all, could adversely affect our business, results of operations and our stock price.
The consummation of the purchase by STG of certain of our Enterprise assets remains conditioned, among other things, on: (i) the absence of any
governmental order or law preventing the purchase or making the consummation of the purchase illegal, (ii) receipt of certain regulatory approvals,
including the expiration or termination of any required waiting periods under the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the receipt of
antitrust approvals in Germany and Turkey, and (iii) other customary closing conditions.
We cannot predict whether and when these remaining conditions will be satisfied. If one or more of these conditions is not satisfied, and as a result, we do
not complete the proposed divestiture, we would remain liable for significant transaction costs, and the focus of our management would have been diverted
from seeking other potential strategic opportunities, in each case without realizing any benefits of the proposed divestiture. Certain costs associated with
the proposed divestiture have already been incurred or may be payable even if the proposed divestiture is not consummated. Finally, disruptions to our
business resulting from the pendency of the proposed divestiture, including adverse changes in our relationships with our customers, partners, suppliers and
employees, could continue or accelerate in the event that we fail to consummate the proposed divestiture.
Our stock price may also fluctuate significantly based on announcements by STG and other third parties or us regarding the divestiture or based on market
perceptions of the likelihood of us satisfying the closing conditions related to the divestiture. Such announcements may lead to perceptions in the market
that the divestiture may not be completed, which could cause our stock price to fluctuate or decline. If we do not consummate the divestiture, the price of
our common stock may decline significantly from the current market price. Any of these events could adversely affect our business, financial condition and
results of operations and could cause a decline in the price of our common stock.
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We may not achieve the intended benefits of the STG sale.
We may not realize some or all of the anticipated benefits from the STG sale. The resource constraints as a result of our focus on completing the
transaction, which include the loss of employees, could have a continuing impact on the execution of our business strategy and our overall operating
results. Further, our remaining employees may become concerned about the future of our remaining operations and lose focus or seek other employment.
Additionally, in connection with the divestiture, our Board of Directors expects to return a portion of the proceeds of the sale of our Enterprise business in
the form of distributions paid to holders of LLC Units of FTW, including McAfee Corp., and to holders of our Class A common stock in the form of a
special dividend of $4.50 per share to holders of our Class A common stock. The use of proceeds in this manner could impair our future financial growth.
Our future results of operations are dependent solely on the operations of our Consumer Business and will differ materially from our previous
results.
The Enterprise business generated approximately 46% of our total revenue for fiscal 2020, and approximately 51% of our total revenue for fiscal 2019.
Accordingly, our future financial results will differ materially from our previous results since our future financial results are dependent solely on our
Consumer operations. Any downturn in our Consumer business could have a material adverse effect on our future operating results and financial condition
and could materially and adversely affect the trading price of our outstanding securities.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
None.
Item 3. Defaults Upon Senior Securities
None.
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
Disclosure Pursuant to Section 13(r) of the Exchange Act
Pursuant to Section 219 of the Iran Threat Reduction and Syria Human Rights Act of 2012, which amended the Exchange Act to add Section 13(r) thereof,
an issuer is required to disclose in its annual or quarterly reports, as applicable, whether, during the relevant reporting period, it or any entity acting on its
behalf knowingly engaged in certain activities, transactions or dealings relating to parties subject to sanctions administered by the Office of Foreign Assets
Control (“OFAC”) within the U.S. Department of the Treasury, even if those transactions are authorized by law.
In March 2021, the Russian Federal Security Service (the “FSB”) was designated pursuant to Executive Order 13382, and is now subject to this
requirement. Notwithstanding such designation, OFAC has issued General License No. 1B, authorizing certain transactions involving the FSB, including
all transactions ordinarily incident and necessary to requesting, receiving, utilizing, paying for, or dealing in licenses, permits, certifications, or notifications
issued or registered by the FSB for the importation, distribution, or use of information technology products in the Russian Federation, subject to certain
limitations. Section 13(r) of the Exchange Act now requires disclosure of dealings with FSB, even where the activities were conducted in compliance with
applicable laws and regulations, and where such activities, transactions, or dealings did not have a material financial or other impact on the issuer.
During the quarter ended March 27, 2021, one of our European distributors filed, on our behalf, six notifications with the FSB that are required to enable
the importation and sale of certain McAfee cybersecurity products in the Russian Federation, in each case in compliance with General License No. 1B.
However, no sales of any such products actually occurred in the Russian Federation during the quarter, and accordingly, these activities did not result in any
revenue or otherwise contribute to our net income for the quarter. We expect our distributor to continue to file and maintain similar notifications with the
FSB on our behalf, to the extent permitted by applicable U.S. sanctions laws and regulations.
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Item 6. Exhibits
Exhibit

Incorporated by Reference

Number

Exhibit Description

Form

File No.

Exhibit

Filing Date

2.1

Contribution and Equity Purchase Agreement, dated March 6, 2021, by and
among McAfee, LLC, McAfee Security UK LTD, and Magenta Buyer
LLC.

8-K

001-39651

2.1

3/8/2021

10.1*

Offer Letter, dated as of September 30, 2020, by and between McAfee,
LLC and Ashish Agarwal

31.1*

Certification of Principal Executive Officer Pursuant to Rules 13a-14(a)
and 15d-14(a) under the Securities Exchange Act of 1934, as Adopted
Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002.

31.2*

Certification of Principal Financial Officer Pursuant to Rules 13a-14(a) and
15d-14(a) under the Securities Exchange Act of 1934, as Adopted Pursuant
to Section 302 of the Sarbanes-Oxley Act of 2002.

32.1*

Certification of Principal Executive Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

32.2*

Certification of Principal Financial Officer Pursuant to 18 U.S.C. Section
1350, as Adopted Pursuant to Section 906 of the Sarbanes-Oxley Act of
2002.

101.INS

Inline XBRL Instance Document – the instance document does not appear
in the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document

101.SCH

Inline XBRL Taxonomy Extension Schema Document

101.CAL

Inline XBRL Taxonomy Extension Calculation Linkbase Document

101.DEF

Inline XBRL Taxonomy Extension Definition Linkbase Document

101.LAB

Inline XBRL Taxonomy Extension Label Linkbase Document

101.PRE

Inline XBRL Taxonomy Extension Presentation Linkbase Document

104

The cover page for the Company's Quarterly Report on Form 10-Q for the
three months ended March 27, 2021, has been formatted in Inline XBRL
and included in Exhibit 101

+ Indicates management contract or compensatory plan or arrangement.
* Filed herewith.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the undersigned
thereunto duly authorized.
McAfee Corp.
Date: May 6, 2021

By:

/s/ Peter Leav
Peter Leav
President, Chief Executive Officer and Director
(Principal Executive Officer)

Date: May 6, 2021

By:

/s/ Venkat Bhamidipati
Venkat Bhamidipati
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)
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Exhibit 10.1
Execution Version

September 30, 2020
Dear Ashish:
This letter agreement (this “Agreement”) amends and restates the terms of your employment offer letter with McAfee, LLC dated
July 17, 2019 (the “Original Agreement”), and becomes effective (the “Effective Time”) as of immediately prior to the
consummation of the initial public offering (the “IPO”) of Class A common stock of McAfee Corp. (“McAfee Corp.”). If the IPO
is not consummated on or before March 31, 2021, this Agreement shall be null and void and of no force or effect. To confirm
your acceptance of this Agreement, please review this Agreement and countersign where indicated below.
As of and following the Effective Time, you will remain employed by McAfee, LLC (“McAfee” or the “Company”) according to
the terms and conditions of employment in this Agreement.
Position. Your position will continue to be SVP, Corporate Strategy reporting to the Chief Executive Officer of McAfee. Your
work location will be San Jose, CA.
Base Salary. As part of a competitive compensation package, your annual base pay will continue to be $425,000, subject to at
least annual review for potential increase.
Incentive Program. You will continue to be eligible to participate in the annual incentive program under McAfee’s corporate
bonus plan (as in effect from time to time), with a total annual target of 52.94% of your annual base salary (i.e., $225,000 based
on your current annual base salary). Any bonuses earned will be payable in accordance with McAfee’s corporate bonus plan, as
may be amended from time to time, but in no event shall any actual bonus be paid later than 2½ months following the end of the
fiscal year for which such compensation is earned. Actual bonus awards may pay below or above your annual target opportunity,
including a zero payout, based on your and McAfee’s achievement of the applicable performance goals or objectives.
Long-Term Incentive Plan. You will continue to be eligible to receive equity and equity-based awards in the discretion of the
Board of Directors of McAfee Corp. (the “Board”) or its Compensation Committee on such terms and conditions as are
determined by the Board or such committee.
Change in Control Bonus. If you remain actively employed by McAfee at the time of a Change in Control (as defined in the
McAfee 2017 Management Incentive Plan, as amended from time to time), not later than fifteen (15) days following such Change
in Control the Company will pay you a cash bonus equal to $250,000, subject to all applicable tax withholding.
Performance Award. If you remain actively employed by McAfee as of May 1, 2021, not later than fifteen (15) days following
such date the Company will pay you an amount in cash equal to $300,000, subject to all applicable tax withholding.

Execution Version
Comprehensive Benefits. You will continue to be eligible for our 401(k), our health benefits, dental, vision, disability and life
insurance. In addition, we offer flexible work arrangements (for some roles), holidays and vacation pay, education reimbursement
(with manager approval), and volunteer opportunities. Each of these benefits is subject to the terms and conditions of the benefit
program and plans, including waiting periods for some. Nothing in this Agreement shall preclude the Company from amending
or terminating any employee benefit plan or program, subject to the terms of the applicable plan or program. You will be deemed
an “Indemnified Person” (as defined in the LLC agreement (as amended from time to time) of Foundation Technology
Worldwide LLC at all relevant times and will be covered under the Company’s director & officer liability insurance policy during
your employment and for as long thereafter as you may reasonably be subject to any claim arising from or related to your
employment with the Company.
Company Policies. As a Company employee, you agree to abide by the rules and policies of the Company, McAfee Corp. and
their affiliates which may change from time to time, in accordance with applicable laws. Such policies may include, without
limitation, equity ownership requirements, clawback policies, insider trading policies and policies regarding hedging or pledging
of securities.
At Will Employment. Your employment at McAfee is “at will,” which means that both McAfee and you have the right to end
your employment at any time, with or without advance notice, and with or without cause.
Section 409A. If either you or the Company reasonably determines that any payment or benefit provided to you by the Company
under this agreement or otherwise will violate Section 409A of the Internal Revenue Code (“Section 409A”), you and the
Company will use commercially reasonable efforts to restructure the payment in a manner that is either exempt from or compliant
with Section 409A. You and the Company will use commercially reasonable efforts to execute any and all amendments to this or
any other applicable agreement as may be necessary to ensure compliance with the distribution provisions of Section 409A in an
effort to avoid or minimize, to the extent allowable by law, the tax (and any interest or penalties thereon) associated with Section
409A. If it is determined that a payment was (or may be) made in violation of Section 409A, the Company will cooperate
reasonably with any effort by you to mitigate the tax consequences of such violation, including cooperation with your
participation in any IRS voluntary compliance program or other correction procedure under Section 409A that may be available
to you.
Entire Agreement. We intend this Agreement to capture completely all the terms of your employment offer with respect to the
subject matter hereof and, as of the Effective Time, this Agreement supersedes your Original Agreement, your letter agreements
with the Company dated February 28, 2020 and March 23, 2020, respectively, and all other prior agreements, arrangements and
communications between the parties dealing with such subject matter, whether oral or written; provided that this Agreement will
not supersede the letter agreement regarding severance by and among you, McAfee Corp. and McAfee to be dated in or about
October 2020 (including all exhibits thereto), all your equity award agreements in effect prior to the Effective Time, any
arbitration agreement with McAfee or any of its affiliates, any effective assignment of any invention or other intellectual property
to McAfee or any of its affiliates or any other confidentiality, non-competition, non-solicitation of employees, independent
contractors or like obligations, including the pre-existing Proprietary Information and Inventions Assignment Agreement by and
among you
-2-

Execution Version
and McAfee (“PIIAA”). Nothing in this Agreement or any other agreement with the Company limits, restricts or in any other
way affects you communicating with any governmental agency or entity, or communicating with any official or staff person of a
governmental agency or entity, concerning matters relevant to the governmental agency or entity, or requires you to provide
notice the Company with notice of the same. You cannot be held criminally or civilly liable under any federal or state trade secret
law for disclosing a trade secret (1) in confidence to a federal, state, or local government official, either directly or indirectly, or
to an attorney, solely for the purpose of reporting or investigating a suspected violation of law, or (2) in a complaint or other
document filed under seal in a lawsuit or other proceeding. As used in the PIIAA, the term Proprietary Information shall not
include any information that: (i) is or becomes generally used in the industry or publicly available through lawful means and
absent any wrongful conduct by you; (ii) was known by you and lawfully in your possession prior to disclosure by the Company;
or (iii) is independently developed or lawfully disclosed to you by a third party that is unrelated to the Company and is not bound
by obligations of confidentiality to the Company with respect thereto.
Governing Law. This letter will be governed by the laws of the State of California, without regard to any contrary conflict of law
rules; provided, that your primary residence as of your last date of active employment with the Company is in the State of
California. For the avoidance of doubt, your long-term incentive plan award agreements will be governed by the laws of the State
of Delaware, without regard to any contrary conflict of law rules.
If you have any questions, please email or call me.
Sincerely,
/s/ Chatelle Lynch
Chatelle Lynch
SVP, Chief People Officer

[Remainder of Page Intentionally Left Blank]
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Execution Version
I understand, accept and agree to the terms of this letter.

/s/ Ashish Agarwal
Ashish Agarwal

October 8, 2020
Date
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Exhibit 31.1
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Peter Leav, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of McAfee Corp. (the “registrant”);

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: May 6, 2021

By:

/s/ Peter Leav
Peter Leav
President, Chief Executive Officer, and Director
(Principal Executive Officer)

Exhibit 31.2
CERTIFICATION PURSUANT TO
RULES 13a-14(a) AND 15d-14(a) UNDER THE SECURITIES EXCHANGE ACT OF 1934,
AS ADOPTED PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002
I, Venkat Bhamidipati, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of McAfee Corp. (the “registrant”);

2.

Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this
report;

3.

Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.

The registrant's other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;
(b) Evaluated the effectiveness of the registrant's disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
(c) Disclosed in this report any change in the registrant's internal control over financial reporting that occurred during the registrant's most recent
fiscal quarter (the registrant's fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to
materially affect, the registrant's internal control over financial reporting; and

5.

The registrant's other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant's auditors and the audit committee of the registrant's board of directors (or persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably
likely to adversely affect the registrant's ability to record, process, summarize and report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant's internal control
over financial reporting.

Date: May 6, 2021

By:

/s/ Venkat Bhamidipati
Venkat Bhamidipati
Executive Vice President and Chief Financial Officer
(Principal Financial Officer)

Exhibit 32.1
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of McAfee Corp. (the “Company”) on Form 10-Q for the period ending March 27, 2021 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
Date: May 6, 2021

By:

/s/ Peter Leav
Peter Leav
President, Chief Executive Officer, and Director
(Principal Executive Officer)

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by such
act, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. Such certification will not be deemed
to be incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to
the extent that the Company specifically incorporates it by reference.

Exhibit 32.2
CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002
In connection with the Quarterly Report of McAfee Corp. (the “Company”) on Form 10-Q for the period ending March 27, 2021 as filed with the
Securities and Exchange Commission on the date hereof (the “Report”), I certify, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the
Sarbanes-Oxley Act of 2002, that:
(1) The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
(2) The information contained in the Report fairly presents, in all material respects, the financial condition and result of operations of the Company.
Date: May 6, 2021

By:

/s/ Venkat Bhamidipati
Venkat Bhamidipati
Executive Vice President and Chief Financial Officer
(Chief Financial Officer)

This certification accompanies the Report pursuant to Section 906 of the Sarbanes-Oxley Act of 2002 and shall not, except to the extent required by such
act, be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, as amended. Such certification will not be deemed
to be incorporated by reference into any filing under the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to
the extent that the Company specifically incorporates it by reference.

