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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.

Top line results for the third quarter of fiscal 2022 came in ahead of expectations as non-GAAP net 
income and EPS were within the range of guidance we shared on our second quarter earnings call. 
We continue to refine and execute on our strategy to make observability a data-driven, daily practice 
for millions of engineers, at every stage of the software lifecycle. 

We continue to see broad based market acceptance of our products and business model,  
an observation supported by the third sequential quarter of accelerating revenue growth   
on a year over year basis, and incremental growth across a range of secondary metrics. 

Revenue was $204 million in the third fiscal quarter compared to 
revenue of $166 million in the third quarter of the prior fiscal year, 
representing growth of 22%. Revenue was above the guidance 
of between $198 million – $202 million that we provided in our 
earnings press release for the second fiscal quarter.

GAAP loss from operations in the third fiscal quarter was ($52) 
million and non-GAAP loss from operations was ($11) million.  
Non-GAAP loss from operations was within the range of   
guidance of between ($10) million – ($12) million.

GAAP net loss attributable to New Relic per basic and diluted share  
for the third fiscal quarter of 2022 was ($0.96) compared to ($0.88) 
per basic and diluted share for the third quarter of fiscal 2021.  
Non-GAAP net loss attributable to New Relic per diluted share  
was ($0.18). This is within the range of guidance of between  
($0.15) – ($0.18) that we provided in our earnings press release   
for the second fiscal quarter.

Business Update
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GAAP gross margins were 66% and non-GAAP gross margins were 
68%. Gross margins reflect continued accelerated investments 
in our move to the cloud, and greater than expected data ingest, 
which we believe will contribute to profitable growth and value-
creation over the long-term. Given the impact these investments 
have had on our cost of goods, we now expect fourth quarter 
non-GAAP gross margins in the low 70% range, and full year non-
GAAP gross margins in the high 60% range. 

We expect to complete our transition to the cloud over the next two 
years, and when the transition is complete, we expect non-GAAP 
gross margins to be back in the high 70%, low 80% range. However, 
if data ingest continues to grow ahead of plan, which we would view 
as a positive leading indicator of the health of our business, then a 
return to the 80% range non-GAAP gross margins could be pushed 
out beyond two years.

Deferred revenue in our fiscal third quarter was $308 million 
compared to $272 million in our fiscal second quarter. The 
sequential deferred revenue growth in the third quarter marks a 
return to the historical pattern in the seasonally strong back half 
of our fiscal year. As we start to anniversary renewals on the new 
model, we are starting to see customers that consumed in excess 
of their commitments renew at higher levels. We’ll get another 
meaningful data point in the fourth quarter, but one implication 
of this potential trend is more balanced revenue growth between 
commitments and consumption in excess of commitments. We view 
these fluctuations as the model settling in, and while it may cause 
a few million dollars in revenue variability each quarter, the longer 
term revenue trends, for both consumption and commitments, 
remain encouraging. 

Remaining performance obligations as of the end of the third fiscal 
quarter were $610 million compared to $648 million as of the end 
of the third quarter of the prior fiscal year, and $597 million as of 
the end of the second quarter of fiscal year 2022. The year over 
year decline in RPO is the result of fewer large, multi year site 
licenses, which is consistent with our transition from a subscription 
to a consumption model.
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2 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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We are pleased to report that we beat revenue expectations again, and we continue to invest 
aggressively in our products, go to market and infrastructure to position ourselves to achieve our 
intermediate top line growth targets of approximately 25%. We are confident in our strategy and 
we continue to improve our ability to execute across the board. 

A customer success story highlights the significant value we deliver to our clients, as we continue 
to execute on our strategic goals. In the third quarter, we closed a multi-year, seven figure deal 
with an existing customer, CDK, a global provider of software solutions for the automotive retail 
industry. CDK views observability as critical functionality to help it achieve its goals of owning the 
customer experience, driving business outcomes, increasing employee productivity/operational 
efficiency, and achieving operating leverage across multiple applications. By making a multi 
year investment in New Relic, CDK plans to consolidate multiple observability vendors onto 
the New Relic platform, and leverage New Relic’s vision to propagate observability throughout 
the business. This win is a good example of what we can achieve when we partner with our 
customers and put users at the center of everything we do.

We aspire to help millions of developers and engineers build better software, faster and with  
less toil by making observability a daily part of their engineering practice and helping them take  
a data-driven approach across the entire software lifecycle.

We remain on track to achieve the five priorities we laid out last quarter and our Board and 
management team are confident about our road ahead.
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Priority 1: Return Revenue Growth to Market Growth Rates 
In the third quarter we reported revenue of $204 million, which represents 22% growth and  
came in ahead of our guidance for $198 million – $202 million. We continue to drive towards  
25% growth in the intermediate term.

Data Growth
We are updating our data growth metric to offer investors a view of the many new data types we 
are now ingesting into the Telemetry Data Platform. When we first established this metric, we 
took a year’s worth of data ingest prior to the launch of our consumption model to demonstrate 
data growth as a secondary metric of the health of the business. Updating this chart over the past 
year only accounted for data types we were ingesting prior to the introduction of the new model 
to keep the comparison appropriate. 

We are introducing a new data set to offer a current representation of the many new and 
different data types we are ingesting in the new model. This new chart, starting on month one 
of the new model (August 2020), represents the old as well as the new types we have started 
ingesting over the course of the last year and a half as our TDP continues to evolve to serve 
customers better. These new data types include Prometheus data, OpenTelemetry data, Network 
data, Logs from cloud providers, Pixie data from eBPF instrumentation etc. This data set, which 
includes all of the data we ingest, not just the data we charge for, is growing at around 50%  
year over year.

3 This graph has been indexed to assist with visualizing changes over these periods. 

Average Daily PB Ingest Per Month3 
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As we discussed last quarter, we continue to experience strong growth in data ingest. The mix 
of Users/Data remains closer to 60/40 than our longer term target of 65/35, and we expect this 
trend to persist in the intermediate term as customers take advantage of all of the new data 
types we ingest and our attractive 25c/GB/Mo ingest pricing. Our expectation remains that very 
large data sets will drive user growth over time as more engineers will be attracted to large data 
sets, which we believe will contribute to attractive long-term profitable growth. While the near-
term mix shift does have an impact on gross margins, we expect to get back to the high 70%, low 
80% non-GAAP gross margins in the long term as the User/Data mix trends towards 65/35 and 
we complete our transition to the cloud.

Net Revenue Retention4

Net Revenue Retention rate, or NRR, is a metric to gauge our progress against our revenue 
growth priority. The following tables present our NRR, in aggregate and broken out above and 
below the $25K annual spend threshold. Because NRR is a trailing 12 month metric, these 
numbers are just beginning to reflect the re-acceleration in our business. 

Active Customer Accounts5 with greater than or equal to $25K in annual spend represent the 
bulk of our revenue, and NRR for this segment essentially reflects our business as a whole, while 
our Active Customer Accounts with less than $25K in annual spend are a small percentage of our 
revenue, but tend to grow faster off a smaller base.
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NRR – Total Dec 19
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Total 128% 125% 122% 119% 115% 112% 111% 112% 116%

4 Please refer to the appendix for the definition of Net Revenue Retention.
5 Please refer to the appendix for the definition of Active Customer Accounts.
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Priority 2: Migrate 80% of Our Business to the New Relic One 
Consumption Model 
Moving customers to a consumption model creates a growth engine that should be disciplined, 
systematic, repeatable and scalable. By migrating the majority of our customers to our consumption 
model, they will automatically benefit from the innovation and full value of our platform, their 
consumption will grow and our revenue will follow suit.

We have achieved our goal of migrating more than 80% of our business to a consumption model 
by the end of this fiscal year one quarter ahead of schedule.

At the end of the third quarter, we generated 81% of our business from the new model, up from 
76% in Q2 and 71% in Q1. By the end of this fiscal year, we will have converted the vast majority 
of our business to the new model, with the remainder being primarily site licenses with some of 
our largest accounts that should convert over time. We will report on this metric for the last time 
in the fourth quarter.  

Priority 3: Grow the Number of Paying Customers 
Growing the number of paying customers is critical for our ambitious growth goals. By offering 
a generous free tier and advanced product-led growth functionality, we allow prospects to self- 
serve until they become viable and meaningful customers.

We define a PayG account as a self-service account that has entered a credit card but not 
necessarily paid us. As of the end of the third quarter, the number of PayG accounts that paid  
us in the quarter remained in the mid 70% range, consistent with last quarter. As we have shared 
previously, we are investing more aggressively in marketing spend which has driven up the 
absolute number of PayG accounts, but conversion efficiency has declined modestly, as expected, 
as we seek to seed the market with more free users.
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Accounts that started as PayG consuming at a $25K+ annual run rate have grown from 109 
customers in the second quarter to 171 customers this quarter. Importantly, 15 of those accounts 
were at a $100K+ annual run rate as of the end of the third fiscal quarter, up from six accounts at 
the end of the second quarter.

Total Active Customer Account growth for the quarter was up by approximately 300 accounts 
sequentially. As a reminder, at the beginning of this fiscal year we changed the methodology for 
counting accounts. The two most important changes are: 1. We consolidated subsidiary accounts 
under the parent company, and 2. We count any account for which we have recognized revenue 
in the quarter as a customer. Historical account counts prior to fiscal year 2022 reflect these 
changes. This method excludes many customers that come through partners. 

PayG Spending >$25K Per Year
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Priority 4: Methodically Deliver Unique Value
We intend to deliver unique value by redefining observability and making it a daily, data-driven 
practice for millions of engineers, across every stage of the software lifecycle.

Our reimagined approach to observability not only offers traditional verticalized standalone 
monitoring capabilities like APM, Infrastructure, Mobile and Browser, but also our newer releases, 
including New Relic Explorer, New Relic Lookout, and Errors Inbox, enable cross application 
visibility by logically aggregating common elements in all of the vertical applications to give 
engineers a holistic view of their system performance. The unique offering of both vertical 
and horizontal views is possible because only New Relic has a single data platform for all of a 
customer’s telemetry data. Expect us to iterate on this theme as we continue to innovate and roll 
out new and reimagined products. We believe this new, data-centric, and unique approach gives 
New Relic a meaningful competitive advantage as we redefine observability.

CodeStream: We acquired a company called CodeStream in the summer of 2021 as a first step 
towards broadening New Relic’s appeal beyond the Operate phase of the developer lifecycle. 
With CodeStream, we are beginning our campaign to introduce developers that plan, build and 
deploy apps to the value of telemetry data. We had initially expected to put CodeStream on the 
price list with Core User pricing in our fiscal third quarter, but we postponed the launch until mid 
January as a more natural time for the introduction given the holiday season and our focus on 
closing the quarter. 

6 Please refer to the appendix for the definition of Active Customer Accounts. 
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In its original form, CodeStream is a developer collaboration platform that enables development 
teams to discuss and review code in a natural and contextual way directly in the IDE. CodeStream 
makes discussions between developers easier by allowing them to happen in context in their 
preferred IDE, and it also preserves the institutional knowledge that is currently being lost in 
Slack channels and emails. 

As a part of New Relic, developers can connect CodeStream to their New Relic account and 
view telemetry data for code-level debugging. Developers can now either switch from an error 
identified in New Relic into their IDE, or discover errors in CodeStream’s Observability section. 
CodeStream integrated with New Relic allows developers to quickly find the offending code and 
collaborate with teammates to resolve the issue.

We believe collaboration is an inherent feature of observability, and we are uniquely positioned 
to help developers and engineers of all types communicate and coordinate about relevant data 
sets to drive decisions.

Introducing telemetry data to developers that wouldn’t otherwise be interested in observability 
creates an opportunity to appeal to tens of millions of new users. This is a new motion for New 
Relic, so while we believe the potential is great, we are mindful that this is a new use case for a 
new audience. Unlike past product launches in our sweet spot like Errors Inbox that garnered 
tens of thousands of users after launch, we expect that progress with CodeStream will be at a 
more deliberate pace. 
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Pricing Advantages 
By dramatically simplifying our pricing model to only data and users, we believe we are offering 
our customers unfettered access to our platform and its unique value. Response to our pricing 
model has been positive as our customers value simplicity, predictability and affordability. While 
every customer has unique elements to their deployments, we mapped out likely pricing for three 
different use cases in a recent blog post.7  At a high level, we observed that New Relic can provide 
3x to 5x the cost savings compared to competition.

Priority 5: Improve Internal Execution Efficiency 
Our fifth and final priority is to improve our internal execution efficiency. We continue to make 
progress against this goal with near term investments that we believe will drive long term growth 
and profitability, and our current financials reflect these dynamics. We believe these near term 
investments will help us move faster with less friction, and are a critical precursor to getting us 
back to competitive growth rates and margins.

Approximately $8M of non cash commissions expense in the quarter was amortization related to 
our prior business model. If we exclude the aforementioned $8 million in commissions expense, 
sales & marketing spend declined by over $2 million sequentially and total operating expense 
was flat quarter over quarter, while revenues grew almost $8 million from the second quarter.

The table below illustrates non cash commission expenses related to the prior model.
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7 Our analysis is based on publicly-available list prices and other details and assumptions. Please refer to the underlying blog post and linked spreadsheet for additional details and 
assumptions regarding these calculations. Prices, including ones provided as a promotion, are subject to change. The relative value calculations in these tables are based upon the 
additional New Relic users and data that could be purchased with the cost savings reflected in these scenarios.

8 Please refer to our Quarterly Report on Form 10-Q for the quarterly period ended June 30, 2021, September 30, 2021 and December 31, 2021 under the Notes to Condensed Financial 
Statements—Contract Acquisition Costs for additional details regarding the Company’s amortization of capitalized contract acquisition costs during these periods. 

Non-Cash Commission Expense Related to the Prior Model8

1Q FY22 (A) 2Q FY22 (A) 3Q FY22 (A) 4Q FY22 (E) TOTAL
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Fundamental to everything we do is having a team of strong, motivated talent and we 
continue to make recruiting, retaining and developing our talented employees a key focus 
area. The market for talent remains as competitive as we’ve ever seen it. While we’ve 
continued to make quarterly progress on hiring and retention, we’re still not where we’d like 
to be and expect ongoing investments in talent acquisition to help us achieve our hiring and 
retention goals. 

In product, we continue to invest aggressively in areas that will drive adoption. This not only 
includes previously discussed innovation, but also includes back end work that may not be 
explicitly visible to customers. In turn, this makes our products better and easier to use. Gross 
margins were short of internal expectations this quarter, but this is the result of a proactive 
decision to drive data ingest, business continuity during our customer’s largest spike in digital 
business, and acceleration of our move from our own data centers into the cloud.
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In Summary
As we reflect on our journey, we’re filled with immense gratitude and respect for the team for 
how bold we’ve been pursuing our unique long term strategy and how fast we’ve been able to 
make progress. This time last year posed many uncertainties about the new business model and 
new pricing levers and we had migrated less than 1/3rd of the business to consumption. Today 
our strategy is clear internally and externally, and we have now surpassed migrating 80% of 
business to the consumption model. 

This time last year there were questions about our product innovation velocity and differentiation. 
Throughout the last calendar year, the New Relic Product team innovated at a blistering pace, 
leveraging our Telemetry Data Platform, a critical competitive advantage that allows us to 
offer users unique functionality. We reimagined logs and AIOps capabilities, released industry 
leading kubernetes monitoring and open sourced Pixie, delivered brand new horizontal platform 
capabilities like I/O, Explorer, Lookout, Galaxy and Errors Inbox, and most recently a completely 
new and differentiated developer tool experience with CodeStream. 

This time last year top line growth had been decelerating for two years bottoming out at about 
8%, whereas in fiscal 2022, we’ve reported double digit growth every quarter, and we’re on track 
for high teens growth for the full year. Despite how far we’ve come, we recognize there is still 
work to do and we aspire to even greater performance.

As we look to our future, this year and beyond, we will continue to build on the success of past 
quarters. The strategy is sound, and now that our business model is settling in and overall 
rhythms are established, we are sharpening our focus on execution, eliminating every inefficiency 
and friction point we uncover and building a highly disciplined and systematic engine to drive 
higher growth. The bar is nothing short of operational excellence.

We are still in the early days of Observability, and we are playing the long game. You can expect 
us to continue to strive to exceed expectations each quarter as we pursue our mission with the 
same passion and boldness you saw in 2021. Thanks for being part of the journey!

Bill Staples
CEO, New Relic
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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.

Third Quarter Results
Third Quarter Fiscal Year 2022 Financial Highlights

• Revenue of $204 million, compared to $166 million for the third quarter of fiscal 2021.

• GAAP gross margin of 66% and non-GAAP gross margin of 68%.

• GAAP loss from operations was ($52) million, compared to a loss of ($48) million for the  
third quarter of fiscal 2021.

• Non-GAAP loss from operations was ($11) million, compared to ($8.4) million for the third 
quarter of fiscal 2021.

• GAAP net loss attributable to New Relic per basic and diluted share was ($0.96), compared 
to ($0.88) per basic and diluted share for the third quarter of fiscal 2021.

• Non-GAAP net loss attributable to New Relic per diluted share was ($0.18), compared to  
a non-GAAP net loss of ($0.14) per diluted share for the third quarter of fiscal 2021.

• Cash used in operating activities was ($19) million and free cash flow was ($23) million  
for the third quarter of fiscal 2022.

• Cash, cash equivalents and short-term investments were $780 million at the end of the  
third quarter of fiscal 2022, compared with $784 million at the end of the second quarter  
of fiscal 2022.

• Remaining performance obligations were $610 million at the end of the third quarter of 
fiscal 2022, compared with $597 million at the end of the second quarter of fiscal 2022. 
This represents the aggregate unrecognized transaction price of remaining performance 
obligations as of each of December 31, 2021 and September 30, 2021. 

Financial Discussion
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Key Performance Metrics Table 

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

• Revenue between $204 million and $206 million, representing year-over-year growth  
of between 18% and 19%, respectively.

• Non-GAAP loss from operations of between ($12) million and ($14) million.

• Non-GAAP net loss attributable to New Relic per diluted share between ($0.19) and ($0.22).

For the full year fiscal 2022, we expect:

• Revenue between $784 million and $786 million, representing year-over-year growth  
of between 17% and 18%, respectively.

• Non-GAAP loss from operations between ($45) million and ($47) million.

• Non-GAAP net loss attributable to New Relic per diluted share between ($0.72) and ($0.75).

We will provide more specific guidance for FY23 on our fourth quarter call in May, but as you 
model the business from here, it is reasonable to expect full year fiscal 2023 to show accelerating 
revenue growth over full year fiscal 2022, and modest non-GAAP profitability on a full year basis.
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Active Customer Accounts 15,600 15,500 15,400 14,500 13,900 14,100 14,100 14,300 14,600

Active Customer Accounts >$100,000 832 846 862 894 913 945 964 1,011 1,064

Percentage of Revenue from Active 
Customer Accounts >$100,000 74% 75% 76% 77% 78% 79% 79% 81% 81%

Net Revenue Retention Rate (NRR) 128% 125% 122% 119% 115% 112% 111% 112% 116%
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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: 
New Relic’s future financial performance, including its outlook on financial results for the fourth quarter and the 
full year of fiscal 2022, such as revenue, non-GAAP loss from operations, non-GAAP net loss attributable to New 
Relic per diluted share, accelerating revenue growth and non-GAAP profitability in fiscal 2023, relationship between 
data ingest, profitable growth and value creation in the long-term, non-GAAP gross margins in the fourth quarter 
and full year fiscal 2022, completion of New Relic’s transition to the cloud over the next two years and impact on 
gross margins, potential trends in commitments and consumption over commitments going forward, anticipation 
of 25% market growth rates in the intermediate term, data ingest trends in the intermediate term, non-GAAP gross 
margin expectations and dependence on mix of users and data, New Relic’s competitive advantage obtained by its 
new data-centric approach, New Relic’s unique positioning to help developers and engineers communicate about 
relevant data sets, expectation that near term investments will improve internal execution efficiency, anticipated 
non-cash commission expense in the fourth quarter fiscal 2022, future plans to release a new infrastructure 
monitoring solution, expected increase capacity and focus across sales and marketing and research and 
development teams on improving consumption rates, anticipation of a new fiscal year plan, steady improvements 
in profitability, and New Relic’s plans for investor day in May 2022. 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; estimates or judgments relating to New Relic’s critical accounting policies; the expense and complexity 
of New Relic’s ongoing and planned investments in cloud hosting providers and expenditures on transitioning 
its services and customers from its data center hosting facilities to public cloud 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.”
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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 November 8, 2021 press 
release for additional information as to why we believe these non-GAAP financial measures are useful to investors 
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

Active Customer Accounts. New Relic defines an Active Customer Account at the end of any period as an individual 
account, as identified by a unique account identifier, aggregated at the parent hierarchy level, for which New Relic 
has recognized any revenue in the fiscal quarter. The number of Active Customer Accounts that is reported as of  
a particular date is rounded down to the nearest hundred.

Number of Active Customer Accounts with Revenue Greater than $100,000. As a measure of New Relic’s ability to scale 
with its customers and attract large enterprises to its platform, New Relic counts the number of Active Customer 
Accounts for which it has recognized greater than $100,000 in revenue in the trailing 12-months.

Percentage of Revenue from Active Customer Accounts Greater than $100,000. New Relic also looks at its percentage 
of overall revenue it receives from its Active Customer Accounts with revenue greater than $100,000 in any given 
quarter as an indicator of its relative performance when selling to New Relic’s large customer relationships or its  
low-end of the market. 

Net Revenue Retention Rate (“NRR”). NRR monitors the growth in use of New Relic’s platform by its existing active 
customer accounts and allows New Relic to measure the health of its business and future growth prospects. To 
calculate NRR, New Relic first identifies the cohort of Active Customer Accounts that were Active Customer Accounts 
in the same quarter of the prior fiscal year. Next, New Relic identifies the measurement period as the 12-month 
period ending with the period reported and the prior comparison period as the corresponding period in the prior 
year. NRR is the quotient obtained by dividing the revenue generated from a cohort of Active Customer Accounts  
in the measurement period by the revenue generated from that same cohort in the prior comparison period.
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Condensed Consolidated Statements of Operations
(In thousands, except per share data; unaudited)
 Three Months Ended December 31, Nine Months Ended December 31,
 2021 2020 2021 2020

Revenue $ 203,591 $ 166,340 $ 579,769 $ 494,979 
Cost of revenue  68,793  45,968  192,319  124,439 
Gross profit  134,798  120,372  387,450  370,540 
Operating expenses:

Research and development  53,362  45,773  153,460  131,245 
Sales and marketing  97,723  92,392  293,603  266,906 
General and administrative  35,614  30,249  113,193  89,481 

Total operating expenses  186,699  168,414  560,256  487,632 
Loss from operations  (51,901)  (48,042)  (172,806)  (117,092) 
Other income (expense):

Interest income  575  1,734  2,237  6,735 
Interest expense  (1,228)  (6,229)  (3,682)  (18,549) 
Other expense  (268)  (811)  (647)  (1,810) 

Loss before income taxes  (52,822)  (53,348)  (174,898)  (130,716) 
Income tax provision  763  564  816  1,276 
Net loss $ (53,585) $ (53,912) $ (175,714) $ (131,992) 
Net loss and adjustment attributable to redeemable non-
controlling interest  (9,121)  286  (19,175)  1,059 
Net loss attributable to New Relic $ (62,706) $ (53,626) $ (194,889) $ (130,933) 
Net loss attributable to New Relic per share, basic and 
diluted $ (0.96) $ (0.88) $ (3.04) $ (2.16) 
Weighted-average shares used to compute net loss per share, 
basic and diluted  64,983  61,209  64,203  60,562 
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Condensed Consolidated Balance Sheets
(In thousands, except par value; unaudited)

December 31, 2021 March 31, 2021

Assets
Current assets:

Cash and cash equivalents $ 245,827 $ 240,821 
Short-term investments  533,952  575,254 
Accounts receivable, net of allowances of $2,701 and $2,633, respectively  177,080  174,027 
Prepaid expenses and other current assets  24,935  21,944 
Deferred contract acquisition costs  27,027  36,210 

Total current assets  1,008,821  1,048,256 
Property and equipment, net  73,432  91,308 
Restricted cash  5,775  5,642 
Goodwill  163,677  144,253 
Intangible assets, net  17,928  12,986 
Deferred contract acquisition costs, non-current  14,789  32,579 
Lease right-of-use assets  51,718  57,425 
Other assets, non-current  5,338  6,170 
Total assets $ 1,341,478 $ 1,398,619 
Liabilities, redeemable non-controlling interest and stockholders’ equity

Current liabilities:
Accounts payable $ 25,874 $ 24,171 
Accrued compensation and benefits  37,061  37,196 
Other current liabilities  24,253  19,174 
Deferred revenue  307,890  373,594 
Lease liabilities  9,594  7,886 

Total current liabilities  404,672  462,021 
Convertible senior notes, net  497,072  449,380 
Lease liabilities, non-current  52,328  59,924 
Deferred revenue, non-current  150  1,674 
Other liabilities, non-current  27,344  8,256 
Total liabilities  981,566  981,255 
Redeemable non-controlling interest  22,564  3,389 
Stockholders’ equity:

Common stock, $0.001 par value  66  64 
Treasury stock - at cost (260 shares)  (263)  (263) 
Additional paid-in capital  1,068,297  1,001,309 
Accumulated other comprehensive loss  (2,957)  (19) 
Accumulated deficit  (727,795)  (587,116) 

Total stockholders’ equity  337,348  413,975 
Total liabilities, redeemable non-controlling interest, and stockholders’ equity $ 1,341,478 $ 1,398,619 
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Condensed Consolidated Statements of Cash Flows
(In thousands; unaudited)

 Nine Months Ended December 31,
 2021 2020

Cash flows from operating activities:
Net loss attributable to New Relic $ (194,889) $ (130,933) 
Net loss and adjustment attributable to redeemable non-controlling interest $ 19,175 $ (1,059) 
Net loss: $ (175,714) $ (131,992) 
Adjustments to reconcile net loss to net cash provided by (used in) operating activities:

Depreciation and amortization  66,787  66,315 
Stock-based compensation expense  117,549  103,044 
Amortization of debt discount and issuance costs  1,766  16,632 
Other  (204)  1,812 
Changes in operating assets and liabilities, net of acquisition of business:

Accounts receivable, net  (3,053)  3,586 
Prepaid expenses and other assets  (2,990)  (999) 
Deferred contract acquisition costs  (1,668)  (33,093) 
Lease right-of-use assets  6,743  (1,338) 
Accounts payable  2,922  10,015 
Accrued compensation and benefits and other liabilities  14,650  18,141 
Lease liabilities  (5,888)  2,158 
Deferred revenue  (67,228)  (12,896) 

Net cash provided by (used in) operating activities  (46,328)  41,385 
Cash flows from investing activities:
Purchases of property and equipment  (3,177)  (15,799) 
Cash paid for acquisition, net of cash acquired  (7,192)  (41,536) 
Purchases of short-term investments  (175,668)  (293,844) 
Proceeds from sale and maturity of short-term investments  212,328  228,050 
Capitalized software development costs  (9,406)  (9,739) 
Net cash provided by (used in) investing activities  16,885  (132,868) 
Cash flows from financing activities:
Proceeds from employee stock purchase plan  5,417  6,494 
Proceeds from exercise of employee stock options  29,165  3,632 
Net cash provided by financing activities  34,582  10,126 
Net increase (decrease) in cash, cash equivalents and restricted cash  5,139  (81,357) 
Cash, cash equivalents and restricted cash at beginning of period  246,463  298,164 
Cash, cash equivalents and restricted cash at end of period $ 251,602 $ 216,807 
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Reconciliation from GAAP to Non-GAAP Results 
(In thousands, except per share data; unaudited)

 Three Months Ended December 31, Nine Months Ended December 31,

 2021 2020 2021 2020

Reconciliation of gross profit and gross margin:

GAAP gross profit $ 134,798 $ 120,372 $ 387,450 $ 370,540 
Plus: Stock-based compensation expense  1,382  1,472  3,757  4,596 
Plus: Amortization of purchased intangibles  2,006  1,277  5,358  3,829 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  640  339  1,680  843 
Plus: Employer payroll tax on employee equity incentive plans  63  36  168  177 

Non-GAAP gross profit $ 138,889 $ 123,496 $ 398,413 $ 379,985 
GAAP gross margin  66 %  72 %  67 %  75 %

Non-GAAP adjustments  2 %  2 %  2 %  2 %
Non-GAAP gross margin  68 %  74 %  69 %  77 %
Reconciliation of operating expenses:

GAAP research and development $ 53,362 $ 45,773 $ 153,460 $ 131,245 
Less: Stock-based compensation expense  (13,117)  (10,960)  (36,228)  (30,214) 
Less: Employer payroll tax on employee equity incentive plans  (301)  (154)  (861)  (713) 

Non-GAAP research and development $ 39,944 $ 34,659 $ 116,371 $ 100,318 
GAAP sales and marketing $ 97,723 $ 92,392 $ 293,603 $ 266,906 

Less: Stock-based compensation expense  (12,537)  (15,115)  (37,619)  (42,960) 
Less: Employer payroll tax on employee equity incentive plans  (182)  (155)  (570)  (671) 
Less: Restructuring charges (1)  143  —  (10,925)  — 

Non-GAAP sales and marketing $ 85,147 $ 77,122 $ 244,489 $ 223,275 
GAAP general and administrative $ 35,614 $ 30,249 $ 113,193 $ 89,481 

Less: Stock-based compensation expense  (10,755)  (8,922)  (39,945)  (25,274) 
Less: Transaction costs related to acquisitions  —  (885)  (361)  (885) 
Less: Lawsuit litigation cost and other expense  (59)  (217)  (59)  (254) 
Less: Employer payroll tax on employee equity incentive plans  (410)  (116)  (953)  (559) 
Less: Restructuring charges (1)  8  —  (1,194)  — 

Non-GAAP general and administrative $ 24,398 $ 20,109 $ 70,681 $ 62,509 

Reconciliation of loss from operations and operating margin:

GAAP loss from operations $ (51,901) $ (48,042) $ (172,806) $ (117,092) 
Plus: Stock-based compensation expense  37,791  36,469  117,549  103,044 
Plus: Amortization of purchased intangibles  2,006  1,277  5,358  3,829 
Plus: Transaction costs related to acquisitions  —  885  361  885 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  640  339  1,680  843 
Plus: Lawsuit litigation cost and other expense  59  217  59  254 
Plus: Employer payroll tax on employee equity incentive plans  956  461  2,552  2,120 
Plus: Restructuring charges (1)  (151)  —  12,119  — 

Non-GAAP loss from operations $ (10,600) $ (8,394) $ (33,128) $ (6,117) 
GAAP operating margin  (25) %  (29) %  (30) %  (24) %

Non-GAAP adjustments  20 %  24 %  24 %  23 %
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Non-GAAP operating margin  (5) %  (5) %  (6) %  (1) %
Reconciliation of net loss:

GAAP net loss attributable to New Relic $ (62,706) $ (53,626) $ (194,889) $ (130,933) 
Plus: Stock-based compensation expense  37,791  36,469  117,549  103,044 
Plus: Amortization of purchased intangibles  2,006  1,277  5,358  3,829 
Plus: Transaction costs related to acquisitions  —  885  361  885 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  640  339  1,680  843 
Plus: Lawsuit litigation cost and other expense  59  217  59  254 
Plus: Employer payroll tax on employee equity incentive plans  956  461  2,552  2,120 
Plus: Amortization of debt discount and issuance costs  590  5,622  1,766  16,632 
Plus: Adjustment to redeemable non-controlling interest  9,215  —  19,450  — 
Plus: Restructuring charges (1)  (151)  —  12,119  — 

Non-GAAP net loss attributable to New Relic $ (11,600) $ (8,356) $ (33,995) $ (3,326) 
Non-GAAP net loss attributable to New Relic per share:

Basic $ (0.18) $ (0.14) $ (0.53) $ (0.05) 
Diluted $ (0.18) $ (0.14) $ (0.53) $ (0.05) 

Shares used in non-GAAP per share calculations:

Basic  64,983  61,209  64,203  60,562 
Diluted  64,983  61,209  64,203  60,562 

(1) Restructuring related charge for the stock-based compensation expense of $0.5 million is included on its respective line items.
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December 31, 2021 September 30, 2021 June 30, 2021 March 31, 2021 December 31, 2020 September 30, 2020
Reconciliation of gross profit and gross margin:
GAAP gross profit  $             134,798  $            131,432  $             121,220  $             115,544  $             120,372  $             120,856 

Plus: Stock-based compensation expense                       1,382                       1,303                       1,072                       1,343                       1,472                       1,622
Plus: Amortization of purchased intangibles                       2,006                       1,676                       1,676                       1,676                       1,277                       1,276
Plus: Amortization of stock-based compensation capitalized 
in software development costs                           640                          620                           420                           379                           339                           265
Plus: Employer payroll tax on employee equity incentive plans                            63                             53                             52                           100                             36                             50

Non-GAAP gross profit  $             138,889  $            135,084  $             124,440  $             119,042  $             123,496  $             124,069 

GAAP gross margin 66% 67% 67% 67% 72% 73%
Non-GAAP adjustments 2% 2% 2% 2% 2% 2%

Non-GAAP gross margin 68% 69% 69% 69% 74% 75%
Reconciliation of loss from operations and operating margin:
GAAP loss from operations $              (51,901) $              (47,017) $              (73,888) $              (54,308) $              (48,042) $              (42,948)

Plus: Stock-based compensation expense                     37,791                    37,571                     42,187                     32,099                     36,469                     35,367
Plus: Amortization of purchased intangibles                       2,006                       1,676                       1,676                       1,676                       1,277                       1,276
Plus: Transaction costs related to acquisition                                -                           361                                 -                           885                                 -
Plus: Amortization of stock-based compensation capitalized 
in software development costs                           640                          620                           420                           379                           339                           265
Plus: Lawsuit litigation expense                             59                                -                                 -                                 -                           217                             37
Plus: Employer payroll tax on employee equity incentive plans                          956                          783                           813                       1,680                           461                           711
Plus: Restructuring charges                        (151)                            (9)                     12,279                                 -                                 -                                 -

Non-GAAP loss from operations $              (10,600) $                (6,376) $              (16,152) $              (18,474) $                 (8,394) $                 (5,292)

Three Months Ended

Reconciliation from GAAP to Non-GAAP Gross Margin and Loss from Operations
(In thousands; unaudited)
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Reconciliation of GAAP Cash Flows from Operating Activities to Free Cash Flow
(In thousands; unaudited)

 Three Months Ended December 31, Nine Months Ended December 31,
 2021 2020 2021 2020

Net cash provided by (used in) operating activities $ (19,197) $ (6,673) $ (46,328) $ 41,385 
Capital expenditures  (351)  (3,158)  (3,177)  (15,799) 
Capitalized software development costs  (3,359)  (2,896)  (9,406)  (9,739) 

Free cash flow (Non-GAAP) $ (22,907) $ (12,727) $ (58,911) $ 15,847 
Net cash provided by (used in) investing activities $ 11,687 $ (59,987) $ 16,885 $ (132,868) 
Net cash provided by financing activities $ 21,551 $ 982 $ 34,582 $ 10,126 


