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Fiscal year 2021 was a transformational year for New Relic as we began the conversion from a 
subscription to a consumption business, and despite all the change and uncertainty we endured 
throughout the year, we have no doubt that New Relic is fundamentally better positioned 
entering fiscal year 2022. The path to the present has been challenging; we asked our employees 
to make significant commitments to the company and we had to make some hard choices around 
what’s best for our business in the long term. We will remember fiscal year 2021 for all of the 
sacrifices that were made to transform our business and start the journey to return New Relic  
to the clear market leader in observability.

We are very excited about the future of New Relic. While our transition from a subscription model 
to a consumption model will continue to weigh on our financial results in the near term, we believe 
we have the most competitive product in the company’s history, a more constructive charter 
for our go to market teams, better alignment with our customers, and the confidence of seeing 
many of our strategic bets validated by the market. We are seeing green shoots around user 
engagement, product adoption and consumption. As we anniversary the model transition in the 
back half of this fiscal year, we expect these dynamics to drive a reacceleration in revenue growth. 

Revenue was $172.7 million in the fourth fiscal quarter compared 
to revenue of $159.7 million in the fourth quarter of the prior fiscal 
year, representing growth of 8%. Revenue was above the guidance 
of between $166 million – $167 million that we provided in our 
earnings press release for the third fiscal quarter.

GAAP loss from operations in the fourth fiscal quarter was ($54.3) 
million and non-GAAP loss from operations was ($18.5) million. Non-
GAAP loss from operations was ahead of guidance of between ($29) 
million–($31) million primarily due to approximately $5 million in 
revenue out performance and improving spend efficiency relative to 
plan on AWS as we migrate out of our data centers and into the cloud.

Business Update
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1 Please refer to the appendix for a reconciliation of these non-GAAP financial measures to their most directly  
 comparable GAAP measures.
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GAAP gross margins were 66.9%. Non-GAAP gross margins  
of 69.0% were a little bit lower than our internal expectations. 
Even though spending that was delayed in 3Q was executed in 
4Q, we had a mid single digit million dollar, one time reclass out 
of R&D into cost of goods sold due to a partial reallocation of AWS 
spend.  The reallocation was to assign specific costs of AWS usage 
for test & dev (R&D) and production (COGS). 

We intend to continue to invest aggressively on our transition 
out of our data centers and into the cloud, as well as ongoing 
investments to drive data ingest, and expect our full year gross 
margins for fiscal year 2022 to be in the low 70% range. When our 
transition to the cloud is complete in about two years, we expect 
gross margins to be back in the 80% range. However, if our data 
ingest continues to grow, which we would view as a positive leading 
indicator of the health of our business, then a return to 80% gross 
margins could be pushed out beyond two years.

ARR was $673.7 million at the end of the fourth fiscal quarter 
compared to ARR of $642.4 million at the end of the fourth quarter 
of the prior fiscal year, representing growth of 5%. ARR was ahead 
of the guidance of $669 million that we provided in our earnings 
press release for the third fiscal quarter. ARR, as a metric for 
evaluating our business, is declining in relevance as we transition 
to a consumption model. We will no longer guide ARR in fiscal year 
2022 as our focus will have shifted away from legacy subscription 
model contracts to new consumption model contracts.

The dollar-based net expansion rate was 99% in the fourth fiscal 
quarter compared to 116% in the fourth quarter of the prior fiscal 
year, and 108% in the third quarter of fiscal year 2021. Despite 
modest sequential growth in ARR, dollar-based net expansion 
declined sequentially in the fourth fiscal quarter. This is primarily 
due to relatively strong performance in net new customer ARR 
at the end of the quarter, and flattish net ARR from our installed 
base as we continue to deemphasize ARR in our transition to a 
consumption model. Dollar-based net expansion rate, a derivative 
metric based on ARR, is also declining in relevance as we transition 
to a consumption model, and we will no longer report dollar-based 
net expansion going forward.
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2 Please refer to the appendix for definitions of annual recurring revenue and dollar-based net expansion rate and a reconciliation 
of these non-GAAP financial measures to their most directly comparable GAAP measures.
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Remaining performance obligations as of the end of the fourth 
fiscal quarter were $726.8 million compared to $635.2 million  
as of the end of the fourth quarter of the prior fiscal year and 
$648.3 million as of the end of the third quarter of fiscal year 2021. 
RPO increased sequentially due to a number of large multi-year  
contract commitments. Investors should expect RPO growth
to decelerate as our sales model increasingly focuses on 
consumption and not up-front commitments.
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The mixed blessing of infrastructure software is that your users are your buyers, so if you aren’t 
creating great software every day, you have to work really hard to get those users to become 
buyers. While we have been pleased with the improvements in our products since the launch of our 
reimagined New Relic One last summer, nothing speaks louder than the market. Most of the attention 
from the investment community has been focused on the mechanics of transitioning customers from 
our legacy subscription model to our new consumption model, but internally, we are most excited by 
the momentum we are seeing in driving new account, data and user growth. To be clear, getting existing 
customers onto the new model is critical, but we view the fact that we are seeing a resurgence of net new 
customers as critical market validation that we are on the right path. We are happy to close the books on 
fiscal year 2021 and move on to a new year, and as we enter fiscal year 2022, we are more excited than 
ever about the opportunity ahead. Transformations are never easy, but with much of the heavy lifting 
behind us, we enter the new year with a very competitive product, and a go-to-market motion that we 
are confident will enable us to reaccelerate revenue growth in the second half of fiscal year 2022.

A True Platform Approach
New Relic is the only vendor in the observability space with a purpose built Telemetry Data Platform 
that offers our customers one place to land all of their telemetry data quickly and affordably, and 
then make that data available nearly instantaneously for Full Stack Observability. By offering a 
truly unified front end on top of one data set, New Relic enables its users to avoid the complexity 
and confusion associated with multiple 
different but related products accessing 
multiple different but related data sets. 
One front end for access to consistent 
data across all aspects of observability 
sets New Relic apart from the competition. 
Our multi year investment in building the 
world’s most scalable and comprehensive 
observability platform is now paying off as 
evidenced by the significant innovation we 
released in the fourth quarter with New 
Relic Explorer, Guided Install, and AIOps.

Dear New Relic  
Stockholders,
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In the fourth quarter of fiscal 2021, we released the following innovation:

New Relic Explorer
New Relic Explorer transitions our 
customers from a siloed experience  
to a daily, essential, single pane view 
that unifies their entire environment; 
applications, infrastructure, logs, browser 
and mobile. As part of our Full-Stack 
Observability offering, New Relic Explorer 
gives instant visibility into a customer’s 
entire estate through an intuitive experience 
for visualizing and exploring all of their 
telemetry data, regardless of source,   
with zero configuration. 

Emerging issues can be discovered in 
real-time without relying on static, pre-
configured thresholds or dashboards, 
because crucial changes in telemetry  
data are highlighted across all accounts.   
The result is an instant understanding   
of overall system health and the surfacing  
of issues so engineers can zoom in to  
identify and resolve them faster. 

Engineering teams can more easily collaborate and engage with their peers to respond to cross 
functional incidents, and we believe this ability to work together across the entire compute 
environment New Relic Explorer will drive cross department user adoption.

Included in New Relic Explorer are:

New Relic Lookout provides a real-time 
view of changes in all telemetry data, 
regardless of instrumentation source 

—even third-party and open data—in 
an easy-to-understand, accessible user 
experience that requires no configuration. 
An intuitive circle visualization, with color 
indicating severity of recent changes, and 
size conveying the scale, draws attention 
where it’s needed most. 
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New Relic Navigator intuitively displays the 
entire estate in a highly dense honeycomb 
view with traffic-light colors based on alerts,  
so users can quickly explore the health of their 
environment at-a-glance. 

Users can explore all the entities belonging  
to all accounts, focusing on specific entity  
types or specific groups of entities organized 
by tags to quickly zero-in on issues. When users 
have thousands or tens of thousands of hosts, 
containers, or services, this capability makes  
it easy to explore large numbers of entities. 

Related Entities is a feature of New Relic Navigator that shows all the entities related to  
a specific application, host, container, or integration so users can quickly understand which 
upstream or downstream services are related to an issue, giving a broader view of the overall 
health of the system, allowing users to troubleshoot issues faster. 

Our focus for any new functionality is, in order, engagement, adoption, and then consumption. 
The February launch of New Relic Explorer updated and improved similar functionality that already 
existed, and New Relic Navigator & New Relic Lookout are net new products. To make the most 
of the launch, our product team was able to redirect users from several legacy experiences to the 
new Explorer experience, as well as create flows into Navigator and Lookout. As the charts below 
demonstrate, we have been able to generate strong initial engagement. 

New Relic Explorer Engagement
As the chart to the right demonstrates, 30% of our  
users were using the prior version Explorer four weeks 
before the launch of our new Explorer. Four weeks after 
the launch, engagement improved dramatically as usage 
more than doubled to 67% of our users using the new 
Explorer product.

New Relic Explorer Adoption
As the chart to the right demonstrates, when you  
compare the 4 week time period prior to launch,  
and the 4 week time period after launch, adoption  
nearly doubled.

Explorer Engagement
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Explorer Adoption
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Guided Install 
Our new guided install is critical functionality that helps users set up their New Relic environment 
quickly and easily, and is catalyzing engagement, adoption and consumption. The more difficult it is 
to set up a product, the lower the probability a potential user becomes a customer. With the release 
of guided install in late February 2021, we’ve seen a quantifiable uptick in data ingest and new users.

Guided install is a major change for New Relic. Previously, users had to navigate different 
methods of installing agents and integrations, read through technical documentation and 
configure each system manually. Now, users have a simple and unified installation experience. 
With the automatic discovery of their environment and related systems, users no longer need  
to waste time understanding complex installation processes for agents and integrations;   
guided install allows for:

• Intelligent discovery of users’ systems with instrumentation recommendations

• Automated configuration and deployment of users’ instrumentation

• Extensible open source ecosystem so users can adapt existing instrumentation   
or build new instrumentation to meet their specific needs

How Guided Install Works
Guided install begins with a guided installation flow  
in the UI, presenting users with a CLI command to 
start the installation process. The following process  
is a high-level overview:

• Deploy New Relic’s Infra agent

• Deploy logs

• Discover other systems running in the user’s 
environment that can be instrumented

• Prompt the user for which additional 
instrumentation they would like to install

• Take the user to New Relic One Entity  
Explorer to see their data

• Surface other instrumentation opportunities  
in the New Relic UI 

Guided Install Steps

3

2

1
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The chart below shows the change in the number of data types new account set ups are ingesting 
pre and post the launch of guided install. Prior to guided install, distribution of the number of 
data types customers ingested on set up was relatively even and consistent. With the launch 
of guided install on Feb 22, the number of data types ingested on new account set up changed 
dramatically as the vast majority of new accounts that consumed data ingested four or more 
datatypes. This is a significant and constructive change because we believe that the more data 
types a user ingests, the more valuable the platform becomes. 

AIOps 
When we dig into the challenges faced by pager-carrying engineers, they consistently mention 
three things that stand in the way of keeping services up and running:

• Depending on false positive alerts or static dashboards to discover emerging problems  
and unknowns is hard.

• Triaging incidents and knowing how to respond when a cascading failure happens with 
alerts firing across multiple tools is complicated

• Diagnosing the root cause of problems is difficult and time consuming when you have  
to manually sift through dashboards to understand why the problem occurred and   
what’s impacted.

Engineers can no longer afford expensive war rooms and guesswork to troubleshoot incidents, 
or worse, find out about them from customers. 
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New Relic Applied Intelligence makes it easier than ever to:

• Detect unusual changes instantly: Automatically spot anomalies across applications, 
services, and logs to prevent potential problems before they impact customers.

• Cut down on alert noise: Reduce the flood of noisy alerts and prioritize issues more easily 
by grouping alerts and events from any source into a single correlated, actionable issue.

• Get to root cause quickly: Eliminate guesswork and solve problems faster with automatic 
insights into the probable root cause of every issue.

• Respond to incidents faster: Integrate New Relic Applied Intelligence with ITSM tools and 
eliminate the toil of managing incidents across tools by keeping everything in sync.

Our distribution and monetization strategy around AIOps is to auto populate, auto enable and 
give away the Proactive Detection and Analysis views so that all FSO users get access to valuable 
functionality that facilitates instant anomaly detection and get started on their AIOps journey. 
While the Proactive Detection and Analysis views are interesting, they don’t offer users the 
complete and actionable views available in Incident Intelligence Root Cause Analysis, which  
is the paid product. 

AIOps is essentially three pieces of functionality:

31 2

Detection
You may have 

a problem.

Analysis
An alert to help you 
identify and address 

the problem.

Action
Get information to the 
right person to review 

automated remediation. 
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We believe making these two views available for free will whet the appetite of FSO users and 
motivate them to understand the value of the Root Cause Analysis product that ties the entire 
compute environment together and enables notifications. This freemium approach is designed to 
drive engagement by creating a friction free experience where FSO users can self serve, discover  
the value, and adopt AIOps and ultimately realize the value of the paid product.

We launched the most current version of AIOps in mid March 2021, and since that launch,  
the average number of Proactive Detection users has grown by greater than 30%. Through 
a number of functionality and usability improvements, click thrus to the Analysis views are  
up almost 700%. Strong growth off a small base to be sure, but we view this as indicative of  
a material level of engagement. Revenue from AIOps is still a small portion of our total revenue, 
but by giving away a generous amount of AI functionality, we expect users to get increasingly 
familiar with the products benefits and revenue from AIOps should accelerate.

The Benefits of a Consumption Model

In our 3Q Investor Letter, we shared the fundamental premise driving us to move to a consumption 
model; the explicit understanding that if we aren’t focusing every function in the company 
around making our customers successful, we aren’t living up to our commitments or our ability. 
We believe that a great product should sell itself, and this is especially true in the infrastructure 
software space where your user is your buyer. When you get the product right, every other 
function in the company is able to function more efficiently because the focus can transition  
from negotiating deals to facilitating success.

A Different Sales Methodology: In a traditional subscription sales model, sales reps are 
compensated based on their ability to do as many large deals as possible. This sales approach 
places a higher value on negotiating deals than focusing on what’s right for the customer, and 
it often creates a disconnect between what’s best for the rep and what’s best for the customer 
because the rep isn’t compensated for the customer’s success. In our experience, a lack of 
emphasis on a customer’s long term success   
leads to strained relationships and churn.

In a consumption model, reps are no 
longer paid up front for deals, they are 
compensated based on consumption, or, 
how much product the customer actually 
uses. By building a comp plan that pays 
reps based on customer success, the reps 
interests and the customers’ interests are 
aligned. Rather than doing large, up front 
deals, reps are making sure customers 
understand how to get the most value out of 
the product, and the way our pricing model 
works, the more functionality a customer 
uses, the better the value they receive.

ACCOUNT ENGAGEMENT

= CUSTOMER SUCCESS

= SALES SUCCESS
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More Efficient Go to Market: When you have a great product in market, sales and marketing 
can spend more time focusing on driving awareness and adoption, and less time negotiating 
deals and troubleshooting problems. In a consumption model, it’s almost always better to get  
a customer consuming as quickly as possible, rather than wasting months negotiating an up  
front deal. The faster you can get a customer consuming, the higher the likelihood that they  
can experience success and consume more product. Successful customers ingest more data,  
sign up more users, and deploy incremental use cases. 

With the investments and improvements in New Relic One over the course of fiscal year 2021, we 
have been able to streamline our Sales and Marketing function for fiscal year 2022, which should 
result in steady improvements in our customer acquisition costs. New Relic now has two primary 
distribution channels, Self Serve and Sales Led Growth. For deals worth about $25K annually and 
below, Self Serve is focused on allowing customers to self serve via marketing and product driven 
sales. As a customer starts to approach that $25K spend threshold, the customer is typically 
transitioned to a more traditional direct sales model, or, Sales Led Growth. 

Our Self Serve initiatives continue to gain momentum. While the absolute dollars  are still 
relatively small and the margins are high, growth in this area primarily represents highly qualified 
leads that we intend to migrate up to direct sales engagement. It is important to note that the 
principles of Product Led Growth, a model that relies on the product itself as the primary driver 
of engagement, adoption and consumption, apply to both Self Serve and Sales Led Growth. 

Our Sales Led Growth initiatives are a departure from our historical focus on large up front 
commitments, and instead focus on both migrating high potential customers from Self Serve, 
as well as working with our current installed base to drive incremental consumption. While 
we will continue to have some capacity for large, up front deals, our consumption based go to 
market model should result in a larger number of reps making their numbers, which is a more 
productive outcome. Happier and more productive customers are less likely to churn, thereby 
improving the lifetime value of a customer. We want to drive customer acquisition costs lower 
and lifetime value higher, and these two goals are achievable with a great product and a more 
efficient go to market model built on customer success. 

$25K Sales Led GrowthSelf Serve

New Relic Distribution Channels 
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Fourth Quarter Fiscal Year 2021 Highlights
Alliances and Channels Update – We’re seeing momentum globally from our relationship 
with AWS and we’re investing to build out our ecosystem to include more managed service 
providers, resellers and consulting partners, to cultivate productive engagements with as many 
influencers as possible. We will broaden our partner ecosystem meaningfully in the coming years, 
first with technical integrations, followed shortly thereafter with go to market initiatives. These 
partnerships are an important lever we want to use to improve our customer acquisition cost  
and go to market efficiency. 

Our fourth fiscal quarter was yet another all time high with AWS from a revenue perspective.  
The primary feature of our partnership with AWS is that our joint customers can buy New Relic  
via the AWS Marketplace and apply part of their AWS spend commitment towards New Relic 
deals. This is a great feature for our shared customers and is a significant facilitator for a large 
number of transactions. 

Self Serve – We view our Product Led Growth initiative as an important validation for our 
business, not only for the revenue it currently generates, which is still small, but for the strategic 
validation around product improvements we perceive it to provide. When we launched the Self 
Serve initiative last summer, we engaged in creative destruction by cannibalizing our very low end 
business with a free tier. Our hypothesis that a great product at a great value (free) would attract 
users, and those users would become customers. This is another iteration of our engagement, 
adoption, consumption strategy.

The last two investor letters quantified the 
approximate number of accounts we lost 
because of the free tier in 2Q, and the number 
of net new accounts we were able to sign up in 
3Q because of the free tier. We are excited to 
report that our number of paying accounts was 
essentially flat sequentially in 4Q, ending a two 
year run of declines. More important than the 
dollars associated with this change in momentum 
is the opportunity represented by a growing set  
of highly qualified leads we can nurture and 
mature into larger, more significant customers. 
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3 For illustrative purposes, this chart reflects our number of paying accounts. This number includes both accounts with a financial commitment with us for which we have recognized 
revenue on the last day of the fiscal quarter as well as accounts on our self-serve model for which we have recognized revenue any time in the last month of the fiscal quarter. 

 The number of paying accounts shown above is separate and distinct from our measure of “paid business accounts” as presented in our SEC filings and prior disclosures. 
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Since the introduction of Self Serve thru the end of the fourth 
fiscal quarter, we have signed up approximately 2,000 PAYG 
accounts, defined as a user who has given us a credit card.  
As of the end of the fourth quarter, approximately 80% of our 
PAYG accounts were paying customers. While these are mostly 
our smallest customers, and some companies occasionally dip 
back into the free tier, our churn for these accounts is a very 
respectable 1-2% per month. 

While the most of these PAYG accounts will never spend  
more than a few hundred dollars a month, some will.   
As you can see from the chart on the right, we already  
have 35 accounts that started as PAYG consuming at a  
$25K+ annual run rate, and three of those accounts are 
currently at a $100K+ annual run rate.

We view our Self Serve opportunity as a meaningful 
contributor to our sales pipeline and a key factor in  
lowering our customer acquisition costs.

ARR – Going forward, we are no longer going to measure or provide ARR as it is no longer 
a relevant metric in a consumption model. While customers may still choose to make up 
front annual commitments, we are no longer incentivizing our sales force to book up front 
commitments, so ARR is no longer a metric we use to drive our business.

In the fourth quarter, the average revenue uptick for legacy contracts converting to the new 
model was about 4%, compared to 0% in the third quarter and 15% in the second quarter.  
While we don’t view the change in value from legacy to APoF contract renewals as material,  
we do believe our sales force continues to become more effective explaining the consumption 
model and getting existing customers comfortable with the new pricing. As of the end of fiscal 
year 2021, we have converted 59% of our installed base to the new model. 

PAYG Accounts Spending >25K 
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The transition from subscription to consumption continues to weigh on near term financial 
performance as we are primarily focused on converting legacy customers to the new pricing 
model and not driving larger renewals by optimizing every deal to reflect TTM usage. 

Lost ARR – Renewal yields in the fourth fiscal quarter declined sequentially. While a large portion 
of churn in the quarter came from lost customers, including a seven figure customer that left 
New Relic to build its own observability solutions, churn as a headline number continues to be 
negatively impacted by our transition away from ARR and large up front deals/renewals, to a 
consumption model. As we described in our third quarter letter and forecasted for our fourth 
quarter, some of our largest customers continue to prefer to avoid large up front commitments 
despite clear intentions to continue to grow consumption in excess of previous commitments. 
In our third quarter Investor Letter, we described two large customer “downgrades” where the 
customers renewed, but for a smaller commitment. Both of those customers are currently on 
a consumption run rate in excess of their commitments. This quarter, we had one very large 

“downgrade”, yet this customer’s consumption continues to grow and one year on we expect  
that its consumption will be significantly larger than its previous commitment. 

As we continue to transition away from our legacy business model toward a consumption 
model, we expect churn to improve primarily because our go to market model now emphasizes 
account engagement and customer success, two critical functions that we have historically 
under invested in. Churn may remain slightly elevated near term as we continue to convert the 
remaining approximately 40% of our installed base to the new model, which typically understates 
renewal dollars. We expect churn to improve as we get closer to completing our transition to a 
consumption model not only because we will eliminate the headwind associated with converting 
legacy customers to the new model, but also because customer success and lifetime value are 
now primary goals of our sales teams. 

Data Consumption – We continue to view 
data ingest as important validation of our 
consumption based business model. The 
basic premise of our pricing strategy is 
extremely attractive data pricing ($0.25/
GB/Mo) to incentivize customers to put as 
much telemetry data into our platform as 
possible. We expect developers will always 
be attracted to the potential opportunity 
represented by a large data set, and we are 
planning on the well validated thesis that 
where there is data, users will follow.

Our revenue mix has remained relatively consistent at about 65% / 35% users / data. While it is 
still our expectation that the users / data revenue mix will be in the 70% / 30% range over time 
and have guided a return to 80% gross margins based on that expectation, we would view a mix 
skew closer to 60% / 40% constructively based on the belief that despite that mix negatively 
impacting gross margins, data will drive more users over time.

DATA INGEST $0.25/GB/MO
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We have changed our methodology for 
measuring data ingest from monthly 
to average daily ingest per month. 
Measuring data ingest on a daily basis 
smooths out variability associated 
with the number of days in a month. 
As we reported in the third quarter, 
data growth for calendar 2020 was 
approximately 70% using the monthly 
data ingest calculation method. It was 
also 70% using the daily calculation.  
Daily data ingest ending in March 2021 
increased 83% compared to March 2020. 

Net Revenue Retention – Reiterating commentary from last quarter’s investor letter, Net 
Revenue Retention (NRR) is the industry-standard metric to express the health of the installed 
base for a consumption-based revenue business. ARR and ARR derived metrics, such as 
Dollar-Based Net Expansion Rate that we have reported to date, focus solely upon up front 
commitments and don’t capture the value of consumption beyond commitment. 

In our consumption-based pricing model, we expect many of our customers to spend more than 
their initial commitment with us. Therefore, as we become less reliant on up front commitments, 
ARR and the associated subscription-based metrics that rely upon ARR become less relevant, and 
a consumption-based metric such as NRR increases in relevance.

With the completion of fiscal 2021, we are no longer reporting or forecasting ARR or our 
traditional subscription-based key operating metrics that rely upon ARR. In place of ARR and 
ARR derived metrics, we will provide metrics that we believe give better insight into our business 
now that we are entering into contracts that include significant components of consumption- 
based revenue. The primary metric will be NRR, which is the quotient obtained by dividing the 
revenue generated from a cohort of active customers in the measurement period by the revenue 
generated from that same cohort in the prior comparison period.

While we are still evaluating the best method for calculating NRR, we want to provide some 
interim metrics that will help investors understand the differences between ARR (forward 
looking) and NRR (backward looking). The tables below show two aspects of our business, our 
lower end business, or, customers with annual run rates between $5K and $25K, and our high 
end business, or, customers with annual run rates greater than $100K. Because NRR is backwards 
looking, you can expect to see decelerating trends as we continue our model transition. We share 
this preliminary data to help familiarize investors with the dynamics associated with NRR, and 
remind investors that NRR will become more meaningful as we complete our transition from 
subscription to consumption. 
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Net Revenue Retention for Customers between $5K and $25K in Annual Revenue5

Net Revenue Retention for Customers >$100K in Annual Revenue5

In Summary
Fiscal year 2021 is in the books, as are many of the challenges associated with our business 
transformation to a consumption model. Despite all of the bumps and bruises along the way, 
we are entering fiscal year 2022 in fighting shape, with the best product we’ve ever had, and a 
go to market focus that aligns our interests with our customer’s interests. We are committed to 
the strategy that building the product for engagement and adoption will drive consumption in 
the form of data and users. We’re encouraged by the fact that we’ve converted over half of our 
installed base to the new model, which has been a difficult transition. As we monitor customer 
usage, we are seeing growing numbers of customers transition from the legacy model to the new 
model, and adapt to the new model by using more of the product and steadily adding data and 
users. We are even more encouraged by our net new customers, who haven’t had to recalibrate 
their thinking around our move to a consumption model and have adapted to it very quickly.

It is our expectation that the momentum we see building internally continues to gather steam 
throughout fiscal year 2022. Over the course of this coming fiscal year, we expect many of the 
green shoots we’ve alluded to in this letter to drive financial results that will start to prove out  
our change in strategy.

On a personal note, let me say that it has been an honor and a joy to serve as New Relic’s CEO for 
nearly fourteen years. In July of 2007 when I wrote the first lines of code for what would become 
New Relic, I had no idea how much impact this company would have for so many. For that I am 
grateful and humbled.

1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21

130% 126% 127% 125% 123% 117% 115% 116%

1Q20 2Q20 3Q20 4Q20 1Q21 2Q21 3Q21 4Q21

136% 134% 131% 127% 124% 120% 116% 112%

5 For this illustration of Net Revenue Retention, or NRR, the measurement period is defined as the 12-month period ending with the period reported, while the prior comparison period 
is the 12-month period ending prior to the respective measurement period. 

 Active customers for each respective measurement period have been defined as those with a unique account identifier from which we recognized any revenue in the last month of the 
respective prior comparison period; similarly, (i) active customers between $5,000 and $25,000 are active customers from which we recognized at least $5,000 but less than $25,000 in 
revenue over the 12-months of the respective prior comparison period and (ii) active $100,000 customers are active customers from which we recognized at least $100,000 in revenue 
over the 12-months of the respective prior comparison period. 

 Please note, we have not and do not currently deem NRR to be a material metric given that a meaningful portion of our overall revenue continues to be derived from our subscrip-
tion-based contracts that remain in our install base. For example, as shown earlier in this letter, we have converted 59% of our installed base to our new consumption model as of the 
end of our fourth fiscal quarter and approximately 30% as of the end of our third fiscal quarter. 

 As we begin fiscal 2022, in place of ARR and ARR derived metrics, we expect to provide consumption-metrics like NRR that we believe provide better insight into our business; however, 
we note that the calculation methodology we use when we begin to report NRR may differ from the above. 
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But there is a vast opportunity in front of us, and thanks to the groundwork we laid in FY21,  
we are well positioned to capture it. The time is ideal for me to hand the reins over to Bill Staples, 
and I look forward to serving New Relic as Executive Chairman. I am convinced that Bill will lead 
New Relic to new heights while continuing to uphold and champion our core values. Now more 
than ever the world needs more perfect software. We are just getting started.
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All financial comparisons are on a year-over-year basis unless otherwise noted. Financial statement 
tables can be found at the end of this letter.

Fourth Quarter Results

Fourth Quarter Fiscal Year 2021 Financial Highlights
• Revenue of $173 million, compared to $160 million for the fourth quarter of fiscal 2020.

• GAAP gross margin of 67% and non-GAAP gross margin of 69%.

• GAAP loss from operations was $(54.3) million, compared to a loss of $(27.5) million for the  
fourth quarter of fiscal 2020.

• Non-GAAP income (loss) from operations was $(18.5) million, compared to $3.5 million for the 
fourth quarter of fiscal 2020.

• GAAP net loss attributable to New Relic per basic share was $(0.98), compared to $(0.47) per basic 
share for the fourth quarter of fiscal 2020.

• Non-GAAP net income (loss) attributable to New Relic per diluted share was $(0.27), compared  
to $0.14 per diluted share for the fourth quarter of fiscal 2020.

• Cash provided by operating activities was $28.5 million and free cash flow was $21.8 million for 
the fourth quarter of fiscal 2021.

• Cash, cash equivalents and short-term investments were $816 million at the end of the fourth 
quarter of fiscal 2021, compared with $785 million at the end of the third quarter of fiscal 2021.

• Remaining performance obligations were $727 million at the end of the fourth quarter of fiscal 
2021, compared with $648 million at the end of the third quarter of fiscal 2021. This represents 
the aggregate unrecognized transaction price of remaining performance obligations as of each  
of March 31, 2021 and December 31, 2020. 

Financial Discussion
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Key Performance Metrics*

Outlook

First Quarter and Full Year Fiscal 2022 Outlook
For the first quarter of fiscal year 2022, we expect:

• Revenue between $172 million and $174 million, representing year-over-year growth  
of between 6% and 7%, respectively.

• Non-GAAP loss from operations of between $(24) million and $(26) million.

• Non-GAAP net loss attributable to New Relic per diluted share between $(0.37) and $(0.40).

For the full year fiscal 2022, we expect:

• Revenue between $709 million and $711 million, representing year-over-year growth  
of approximately 6%.

• Non-GAAP (loss) from operations of between $(53) million and $(55) million.

• Non-GAAP net loss attributable to New Relic per diluted share between $(0.80) and $(0.83).

Jun-19 
1Q20

Sep-19 
2Q20

Dec-19 
3Q20

Mar-20 
4Q20

Jun-20 
1Q21

Sep-20 
2Q21

Dec-20 
3Q21

Mar-21 
4Q21

Annual Recurring Revenue, or ARR 
(in millions) $569 $591 $608 $642 $648 $649 $669 $674

Dollar-Based Net Expansion Rate 109% 112% 109% 116% 100% 98% 108% 99%

Percentage of ARR from Paid 
Business Accounts > $100,000 70% 71% 72% 75% 76% 77% 79% 80%

Paid Business Accounts > $100,000 881 908 927 995 1,025 1,039 1,051 1,048

*In the fourth quarter of fiscal 2020, we adjusted the way we define ARR to include partner revenue and revenue from support subscriptions. This change results in immaterial dif-
ferences in the presentation of some numbers in the chart above compared to our disclosures in historical filings. Please refer to our Annual Report on Form 10-K for the fiscal year 
ended March 31, 2020 for our definition of ARR and the differences between these disclosures.
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Forward-Looking Statements

This investor letter contains “forward-looking” statements, as that term is defined under the federal securities  
laws. Any statement that refers to expectations, projections, targets or other characterizations of future events, 
including financial projections and future market conditions, is a forward-looking statement. Statements included 
in this investor letter that are forward-looking statements include but are not limited to statements regarding 
expectations of reacceleration in revenue growth, that much of the heavy lifting of the business model transition 
is behind New Relic, intention to continue aggressive spending on New Relic’s data center transition and to drive 
data ingest, timing of completion of our transition to our public cloud, expectations around gross margins, RPO 
growth and churn, future increases in cross-department user adoption as a result of new product features, 
acceleration in AIOps revenue as users take advantage of new offerings, future improvements in customer 
acquisition costs, anticipation of increase productivity from sales reps under New Relic’s growth initiatives, plans 
to build out ecosystems of alliances ad channels partners and providers, anticipated consumption spending from 
current customers and increased data consumption by developers, expectations around New Relic’s momentum 
and related ability to drive financial performance as a result of these changes. These forward-looking statements 
are based on our assumptions, expectations and beliefs as of the date of this investor letter and are subject to 
substantial risks, uncertainties, assumptions, and changes in circumstances that may cause our actual results, 
performance, or achievements to differ materially from those expressed or implied in any forward-looking 
statement. The risks and uncertainties include, but are not limited to, New Relic’s ability to determine optimal  
prices for its products and the potential challenges presented by New Relic’s evolving pricing models; the effect  
of the COVID-19 pandemic on New Relic’s business and on global economies and financial markets generally;  
New Relic’s ability to generate sufficient revenue to achieve and sustain profitability, particularly in light of its 
significant ongoing expenses; New Relic’s short operating history in an evolving industry; New Relic’s ability to 
manage its significant recent growth; the dependence of New Relic’s business on its customers remaining on its 
platform and increasing their spend with New Relic; New Relic’s ability to develop enhancements to its products, 
increase adoption and usage of its products and introduce new products that achieve market acceptance; the 
dependence on customers expanding their use of New Relic’s products beyond the current predominant use 
cases; New Relic’s ability to expand its marketing and sales capabilities and increase sales of its solutions; privacy 
concerns, including changes in privacy laws and regulations, which could result in additional cost and liability to 
New Relic or inhibit sales; New Relic’s ability to effectively compete in intensely competitive markets and respond 
effectively to rapidly changing technology, evolving industry standards and changing customer needs, requirements 
or preferences; fluctuation of New Relic’s quarterly results; New Relic’s dependence on lead generation strategies 
to drive sales and revenue; interruptions or performance problems associated with New Relic’s technology and 
infrastructure; New Relic’s dependence on SaaS technologies and related services from third parties; defects or 
disruptions in New Relic’s products; the expense and complexity of New Relic’s ongoing and planned investments 
in data center hosting facilities and expenditures on cloud hosting providers; risks associated with international 
operations; New Relic’s ability to protect its intellectual property rights; risks related to the acquisition and 
integration of businesses or technologies; risks related to sales to government entities and highly regulated 
organizations; certain risks associated with incurring indebtedness, including risks related to servicing New Relic’s 
convertible senior notes and related capped call transactions; and other “Risk Factors” set forth in New Relic’s most 
recent filings with the Securities and Exchange Commission (the “SEC”). We assume no obligation and do not intend 
to update these forward-looking statements, except as required by law. For more information about factors that 
could affect New Relic’s financial and other results and the forward-looking statements in this investor letter, please 
refer to the risks described in our filings with the SEC, including our Annual Report on Form 10-K and subsequent 
Quarterly Reports on Form 10-Q, particularly in the sections titled “Risk Factors” and “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations.”

Non-GAAP Financial Measures

This investor letter also contains certain non-GAAP financial measures as defined by SEC rules. These non-GAAP 
financial measures are in addition to, and not a substitute for or superior to, measures of financial performance 
prepared in accordance with GAAP. There are a number of limitations related to the use of these non-GAAP financial 
measures versus their nearest GAAP equivalents. For example, other companies may calculate non-GAAP financial 
measures differently or may use other measures to evaluate their performance, all of which could reduce the 
usefulness of our non-GAAP financial measures as tools for comparison. Please refer to our May 13, 2021 press 
release for additional information as to why we believe these non-GAAP financial measures are useful to investors 
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and others in assessing our operating performance. As required by Regulation G, we have provided a reconciliation 
of those measures to their most directly comparable GAAP measures, which is available in the appendix to this 
investor letter. However, we have not reconciled our expectations as to non-GAAP operating income (loss), non-
GAAP earnings per share, non-GAAP gross margin, non-GAAP operating margin, non-GAAP expenses as a percentage 
of revenue, or free cash flow in future periods to their most directly comparable GAAP measure because certain 
items, namely stock-based compensation expense, lawsuit litigation cost and other expense, employer payroll taxes 
on equity incentive plans and gain or loss from lease modification, are out of our control or cannot be reasonably 
predicted. Accordingly, reconciliation is not available without unreasonable effort, although it is important to note 
that these factors could be material to our results computed in accordance with GAAP.

Operating Metrics

As a measure of our business, we have occasionally reported paid business accounts, which we define as customers 
that are identified by a unique account identifier for which we have recognized revenue on the last day of the 
period indicated. A single organization or customer may have multiple paid business accounts for separate 
divisions, segments, or subsidiaries. 

Annual recurring revenue (“ARR”) represents the revenue New Relic would contractually expect to receive  
from those customers over the following 12-month period, including partner revenue or revenue from support 
subscriptions, without any increase or reduction in any of their contractual commitments. The net change New  
Relic reports in ARR reflects any increase in ARR from existing customers and new customers, which is referred 
to as “new ARR,” as well as any reduction in ARR from customers who reduced their spend or terminated their 
relationship with New Relic, which is referred to as “lost ARR.”

For contracts entered into under the new pricing model, New Relic only recognizes as ARR the committed 
contractual amount for customers under the Annual Pool of Funds model; therefore, the definition of ARR does 
not include contracts under the Pay as You Go model. Meanwhile, ARR for contracts under Annual Pool of Funds is 
calculated as the original dollar commitment for the annual contract period, plus any incremental additional dollar 
commitments added during the term of the period. ARR is measured without reference or adjustments for historic 
data usage, and therefore excludes assumptions related to overage spend or expected or received overages above 
committed amounts.

New Relic’s dollar-based net expansion rate compares its recurring subscription revenue from customers from 
one period to the next. It is increased when customers increase their use of New Relic’s products or use additional 
products. New Relic’s dollar-based net expansion rate is reduced when customers decrease their use of New Relic’s 
products or use fewer products.
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Consolidated Statements of Operations
(In thousands, except per share data; unaudited)
 Three Months Ended March 31, Fiscal Year Ended March 31,
 2021 2020 2021 2020

Revenue $ 172,669 $ 159,657 $ 667,648 $ 599,510 
Cost of revenue  57,125  28,073  181,564  103,237 
Gross profit  115,544  131,584  486,084  496,273 
Operating expenses:

Research and development  43,606  41,301  174,851  148,159 
Sales and marketing  94,796  89,608  361,702  334,319 
General and administrative  31,450  28,155  120,931  99,284 

Total operating expenses  169,852  159,064  657,484  581,762 
Loss from operations  (54,308)  (27,480)  (171,400)  (85,489) 
Other income (expense):

Interest income  1,153  3,538  7,888  15,482 
Interest expense  (6,352)  (6,035)  (24,901)  (23,695) 
Other income (expense), net  (108)  106  (1,918)  2,934 

Loss before income taxes  (59,615)  (29,871)  (190,331)  (90,768) 
Income tax provision (benefit)  (717)  (1,307)  559  211 
Net loss $ (58,898) $ (28,564) $ (190,890) $ (90,979) 
Net loss and adjustment attributable to redeemable non-
controlling interest $ (2,779) $ 605 $ (1,720) $ 2,042 
Net loss attributable to New Relic $ (61,677) $ (27,959) $ (192,610) $ (88,937) 
Net loss attributable to New Relic per share, basic and 
diluted $ (0.98) $ (0.47) $ (3.15) $ (1.52) 
Weighted-average shares used to compute net loss per 
share, basic and diluted  62,621  59,351  61,070  58,601 
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Consolidated Balance Sheets
(In thousands, except par value; unaudited)

March 31, March 31,
 2021 2020

Assets
Current assets:

Cash and cash equivalents $ 240,821 $ 292,523 
Short-term investments  575,254  512,574 
Accounts receivable, net of allowance for doubtful accounts of $2,633 and 
$3,636, respectively  174,027  147,361 
Prepaid expenses and other current assets  21,944  15,979 
Deferred contract acquisition costs  36,210  32,016 

Total current assets  1,048,256  1,000,453 
Property and equipment, net  91,308  100,294 
Restricted cash  5,642  5,641 
Goodwill  144,253  45,112 
Intangible assets, net  12,986  13,691 
Deferred contract acquisition costs, non-current  32,579  28,141 
Lease right-of-use assets  57,425  57,777 
Other assets, non-current  6,170  7,325 
Total assets $ 1,398,619 $ 1,258,434 
Liabilities, redeemable non-controlling interest, and stockholders’ equity
Current liabilities:

Accounts payable $ 24,171 $ 12,565 
Accrued compensation and benefits  37,196  29,054 
Other current liabilities  19,174  13,120 
Deferred revenue  373,594  313,161 
Lease liabilities  7,886  8,682 

Total current liabilities  462,021  376,582 
Convertible senior notes, net  449,380  427,044 
Lease liabilities, non-current  59,924  57,394 
Deferred revenue, non-current  1,674  3,166 
Other liabilities, non-current  8,256  1,940 
Total liabilities  981,255  866,126 
Redeemable non-controlling interest  3,389  1,669 
Stockholders’ equity:

Common stock, $0.001 par value  64  60 
Treasury stock - at cost (260 shares)  (263)  (263) 
Additional paid-in capital  1,001,309  780,479 
Accumulated other comprehensive income  (19)  4,869 
Accumulated deficit  (587,116)  (394,506) 

Total stockholders’ equity  413,975  390,639 
Total liabilities, redeemable non-controlling interest, and stockholders’ equity $ 1,398,619 $ 1,258,434 
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Consolidated Statements of Cash Flows
(In thousands; unaudited) 
 Fiscal Year Ended March 31,
 2021 2020

Cash flows from operating activities:
Net loss attributable to New Relic $ (192,610) $ (88,937) 
Net loss and adjustment attributable to redeemable non-controlling interest $ 1,720 $ (2,042) 
Net loss: $ (190,890) $ (90,979) 
Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization  89,312  75,743 
Amortization of debt discount and issuance costs  22,336  21,107 
Stock-based compensation expense  135,143  99,536 
Gain on lease modification  —  (3,006) 
Other  3,610  (1,399) 
Changes in operating assets and liabilities, net of acquisition of businesses:

Accounts receivable, net  (27,084)  (28,425) 
Prepaid expenses and other assets  (7,571)  760 
Deferred contract acquisition costs  (46,953)  (39,505) 
Lease right-of-use assets  959  21,751 
Accounts payable  11,766  7,436 
Accrued compensation and benefits and other liabilities  18,778  5,044 
Lease liabilities  1,519  (19,374) 
Deferred revenue  58,941  44,730 

Net cash provided by operating activities  69,866  93,419 
Cash flows from investing activities:
Purchases of property and equipment  (18,737)  (58,218) 
Cash paid for acquisitions, net of cash acquired  (41,536)  (4,250) 
Purchases of short-term investments  (405,054)  (391,079) 
Proceeds from sale and maturity of short-term investments  335,964  395,559 
Capitalized software development costs  (13,494)  (6,641) 
Net cash used in investing activities  (142,857)  (64,629) 
Cash flows from financing activities:
Investment from redeemable non-controlling interest  —  978 
Proceeds from employee stock purchase plan  14,425  13,603 
Proceeds from exercise of employee stock options  6,865  11,632 
Net cash provided by financing activities  21,290  26,213 
Net increase in cash, cash equivalents and restricted cash  (51,701)  55,003 
Cash, cash equivalents and restricted cash at beginning of period  298,164  243,161 
Cash, cash equivalents and restricted cash at end of period $ 246,463 $ 298,164 
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Reconciliation from GAAP to Non-GAAP Results 
(In thousands, except per share data; unaudited)
 Three Months Ended March 31, Fiscal Year Ended March 31,
 2021 2020 2021 2020
Reconciliation of gross profit and gross margin:

GAAP gross profit $ 115,544 $ 131,584 $ 486,084 $ 496,273 
Plus: Stock-based compensation expense  1,343  1,466  5,939  5,303 
Plus: Lease exit costs and accelerated depreciation expense  —  —  —  73 
Plus: Amortization of purchased intangibles  1,676  368  5,505  1,663 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  379  182  1,222  835 
Plus: Employer payroll tax on employee equity incentive plans  100  99  277  285 

Non-GAAP gross profit $ 119,042 $ 133,699 $ 499,027 $ 504,432 
GAAP gross margin  67 %  82 %  73 %  83 %

Non-GAAP adjustments  2 %  2 %  2 %  1 %
Non-GAAP gross margin  69 %  84 %  75 %  84 %
Reconciliation of operating expenses:
GAAP research and development $ 43,606 $ 41,301 $ 174,851 $ 148,159 

Less: Stock-based compensation expense  (10,750)  (8,630)  (40,964)  (31,703) 
Less: Lease exit costs and accelerated depreciation expense  —  —  —  (326) 
Less: Employer payroll tax on employee equity incentive plans  (637)  (603)  (1,350)  (1,244) 

Non-GAAP research and development $ 32,219 $ 32,068 $ 132,537 $ 114,886 
GAAP sales and marketing $ 94,796 $ 89,608 $ 361,702 $ 334,319 

Less: Stock-based compensation expense  (11,735)  (12,866)  (54,695)  (43,548) 
Less: Lease exit costs and accelerated depreciation expense  —  —  —  (2,240) 
Less: Employer payroll tax on employee equity incentive plans  (601)  (456)  (1,272)  (1,071) 

Non-GAAP sales and marketing $ 82,460 $ 76,286 $ 305,735 $ 287,460 
GAAP general and administrative $ 31,450 $ 28,155 $ 120,931 $ 99,284 

Less: Stock-based compensation expense  (8,271)  (6,078)  (33,545)  (18,982) 
Less: Lease exit costs and accelerated depreciation expense  —  —  —  (1,002) 
Less: Transaction costs related to acquisition  —  —  (885)  (251) 
Less: Lawsuit litigation expense  —  (10)  (254)  (1,531) 
Less: Employer payroll tax on employee equity incentive plans  (342)  (198)  (901)  (442) 

Non-GAAP general and administrative $ 22,837 $ 21,869 $ 85,346 $ 77,076 
Reconciliation of income (loss) from operations and operating 
margin:
GAAP loss from operations $ (54,308) $ (27,480) $ (171,400) $ (85,489) 

Plus: Stock-based compensation expense  32,099  29,040  135,143  99,536 
Plus: Lease exit costs and accelerated depreciation  —  —  —  3,641 
Plus: Amortization of purchased intangibles  1,676  368  5,505  1,663 
Plus: Transaction costs related to acquisitions  —  —  885  251 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  379  182  1,222  835 
Plus: Lawsuit litigation expense  —  10  254  1,531 
Plus: Employer payroll tax on employee equity incentive plans  1,680  1,356  3,800  3,042 

Non-GAAP income (loss) from operations $ (18,474) $ 3,476 $ (24,591) $ 25,010 
GAAP operating margin  (31%)  (17%)  (26%)  (14%) 

Non-GAAP adjustments  20%  19%  22%  18% 
Non-GAAP operating margin  (11%)  2%  (4%)  4% 
Reconciliation of net income (loss):
GAAP net loss attributable to New Relic $ (61,677) $ (27,959) $ (192,610) $ (88,937) 
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Plus: Stock-based compensation expense  32,099  29,040  135,143  99,536 
Plus: Lease exit costs and accelerated depreciation  —  —  —  3,641 
Plus: Amortization of purchased intangibles  1,676  368  5,505  1,663 
Plus: Transaction costs related to acquisitions  —  —  885  251 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  379  182  1,222  835 
Plus: Lawsuit litigation expense  —  10  254  1,531 
Plus: Employer payroll tax on employee equity incentive plans  1,680  1,356  3,800  3,042 
Plus: Amortization of debt discount and issuance costs  5,704  5,389  22,336  21,107 
Plus: Adjustment to redeemable non-controlling interest  3,141  —  3,141  — 
Less: Gain on lease modification  —  —  —  (3,006) 

Non-GAAP net income (loss) attributable to New Relic $ (16,998) $ 8,386 $ (20,324) $ 39,663 
Non-GAAP net income (loss) attributable to New Relic per share:

Basic $ (0.27) $ 0.14 $ (0.33) $ 0.68 
Diluted $ (0.27) $ 0.14 $ (0.33) $ 0.66 

Shares used in non-GAAP per share calculations:
Basic  62,621  59,351  61,070  58,601 
Diluted  62,621  60,717  61,070  60,396 
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Reconciliation of GAAP Cash Flows from Operating Activities to Free Cash Flows
(In thousands; unaudited)
 Three Months Ended March 31, Fiscal Year Ended March 31,
 2021 2020 2021 2020

Net cash provided by operating activities $ 28,481 $ 61,753 $ 69,866 $ 93,419 
Capital expenditures  (2,938)  (8,513)  (18,737)  (58,218) 
Capitalized software development costs  (3,755)  (2,178)  (13,494)  (6,641) 

Free cash flows (Non-GAAP) $ 21,788 $ 51,062 $ 37,635 $ 28,560 
Net cash provided by (used in) investing activities $ (9,989) $ 38,450 $ (142,857) $ (64,629) 
Net cash provided by financing activities $ 11,164 $ 13,325 $ 21,290 $ 26,213 


