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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.

We continue to experience broad based market acceptance of our products and business model. 
Our performance in the fourth quarter marked our third consecutive quarter of high teen/low 
twenty percent revenue growth year-over-year, and we continue to see consistent year-over-year 
growth in secondary metrics like data ingest and number of customers. 

Top line results for the fourth quarter of fiscal 2022 came in at the high end of guidance, while 
non-GAAP net income and non-GAAP EPS were below the range of guidance we shared on our 
third quarter earnings call. Similar to that observed by other consumption-focused companies, we 
observed seasonally weak usage patterns, however, consumption rebounded, with March and April 
showing some of the strongest growth under our new model. While these are limited data points, 
we are encouraged by what we are seeing. 

Revenue was $206 million in the fourth fiscal quarter compared to 
revenue of $173 million in the fourth quarter of the prior fiscal year, 
representing growth of 19%. Revenue was at the high end of the 
guidance of between $204 million – $206 million that we provided 
in our earnings press release for the third fiscal quarter.

GAAP loss from operations in the fourth fiscal quarter was ($56) 
million and non-GAAP loss from operations was ($16) million.  
Non-GAAP loss from operations was below the range of guidance  
of between ($12) million – ($14) million.

GAAP net loss attributable to New Relic per basic and diluted 
share for the fourth fiscal quarter of 2022 was ($0.84) compared to 
($0.98) per basic and diluted share for the fourth quarter of fiscal 
2021. Non-GAAP net loss attributable to New Relic per diluted share 
was ($0.24) compared to ($0.27) per basic and diluted share for the 
fourth quarter of fiscal 2021. This is below the range of guidance 
of between ($0.19) – ($0.22) that we provided in our earnings press 
release for the third fiscal quarter.

Business Update
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GAAP gross margins were 69% and non-GAAP gross margins were 
71%, in line with the low 70% expectation we set in last quarter’s 
investor letter. We expect non-GAAP gross margins to exit the 
year in the mid 70% range. We continue to expect to complete our 
transition to the cloud by the end of FY23, and over the long term, 
we expect non-GAAP gross margins to move back to the high 70%, 
low 80% range. 
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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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This past year has been a pivotal one for New Relic, and I believe our company is in a much 
stronger position now than it was a year ago. While the dominant theme of FY22 was the 
migration of the business to the new consumption model, the theme for FY23 is driving usage  
of our platform across our customer base.

A Customer Story
A good example of the customer journey with New Relic is a recent mid seven-figure renewal from 
a legacy contract to our new consumption model contract in our fourth quarter. Ten years ago, 
this manufacturer was a much smaller customer who initially selected New Relic APM to monitor 
its website. As this customer began executing on its strategy to leverage its brand and become 
a digital retailer, New Relic became a trusted partner for full stack observability across their 
infrastructure, logs, front-end and mobile digital experiences. The customer has since expanded 
usage of New Relic beyond customer experience to also provide visibility across their warehouse 
and shipping processes. Over a decade into our partnership, this customer has quantified the 
value New Relic has provided to them at more than $70M.

FY22 Key Accomplishments
 I’d like to review our achievement against our FY22 priorities before I lay out our priorities for 
FY23. To recap, our FY22 priorities were:
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Priority 1: Return Revenue Growth to Market Growth Rates
In the fourth quarter we reported revenue of $206 million, representing 19% growth. For the 
full year, we reported $786M in revenue, or 18% growth, well above our initial FY22 guidance for 
$710M and an increase of nearly $120M in revenue for the year. 

To give you a better understanding of how our business performed in FY22, we have 
supplemented our discussion about revenue in this letter with a metric called Consumption Run 
Rate, or CRR. CRR is the annualized dollar value of our consumption business based on usage.3  
By showing how consumption is changing in real time, CRR is a good indicator of engagement 
and health of the customer base. 

The chart below represents the monthly average of each day’s CRR since the beginning of 
FY22, which has been calculated as the aggregate of all daily CRR in a given month divided by 
the number of days of the month. Because of accounting treatments and how consumption is 
converted to revenue, CRR will not be an exact indicator or predictor of revenue. In fact, over 
shorter periods of time, such as individual quarters, changes in CRR and revenue may differ 
somewhat, but, over longer periods of time, we believe CRR and revenue will closely align. We 
are sharing CRR here as a one time tool to provide more visibility into our consumption revenue 
growth. Although approximately 85% of our revenue is from commitments, driving consumption 
is key to our success. As you can see from the chart, CRR steadily grew in our first three fiscal 
quarters of FY22. And, despite a seasonally slow start to our fourth fiscal quarter, CRR grew 
steadily again through the end of April.

3 To annualize dollar value for CRR, we generally treat, with a few exceptions, (1) non-consumption legacy, site license, and Japan KK contracts as the total annual commitment dollars   
 for active contracts on a given date; and (2) for consumption contracts (with or without a commitment) we calculate user and data value by (a) the number of users provisioned on   
 the measurement day, multiplied by an adjusted contracted user price that takes into account commitment credits and any pricing related tiers, multiplied by twelve; plus (b) the   
 average of the quantity of data in the trailing seven days leading to and including the measurement day, multiplied by an adjusted contracted data price that takes into account   
 commitment credits and any pricing related tiers, multiplied by three hundred and sixty five. 

4 This graph has been indexed to assist with visualizing changes over these periods. 
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We are sharing CRR here for investors to gain more granular visibility into our consumption 
revenue growth as we moved to our consumption model over the full fiscal year. 

As we and other consumption-based companies have reported, consumption slowed down 
starting mid December due to reduced holiday period usage, and it took longer than we expected 
to recover. This means that revenue in the December quarter finished on a soft note, and 
business for the March quarter got off to a slow start, with our first CRR reduction in January, and 
only modest growth in February. 

There were two major seasonal patterns at play here: first the reduced usage due to the holiday 
period and second, we also observed that those customers who were consuming far in excess of 
their commitment slowed their growth in the final months of their contract as a means to limit 
excess. Given Q4 is our largest renewal quarter by far, this has a dampening effect on revenue. 
We understand these seasonal patterns far better now and are identifying ways to mitigate them 
in future quarters which will help us provide greater predictability for the business. 

March consumption growth returned to expected levels, and April was even stronger. Our 
business transition has been rapid, and we continue to learn and get better. We head into FY23 
with an improved understanding of the dynamics of our consumption business.

Data Growth
Data ingest is a critical precursor to full-lifecycle observability. Our goal is to leverage our market 
leading telemetry data platform to make data ingest as easy and affordable as possible. We 
believe the more data users ingest and explore, the higher the value and stickiness of our full 
stack observability platform. 

The following chart, starting on month one of our consumption model (August 2020), represents 
the old and new data types we started ingesting over the course of the last year and a half as our 
telemetry data platform (TDP) continues to evolve to better serve customers. These new data 
types include Prometheus data, OpenTelemetry data, Network data, Logs from cloud providers, 
Pixie data from eBPF instrumentation, and more. 

This data set, which includes all of the data we ingest, not just the data we charge for, has grown 
over the period presented at around 50% year-over-year.
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We are experiencing sustained, healthy growth in data ingest, which we believe validates our data 
centric approach to observability and the market-leading position of our telemetry data platform. 
Our expectation remains that very large data sets will drive incremental user growth over time. 

In FY23, we have begun to introduce new, even greater value and higher-priced options for data 
ingest that reflect a growing set of features and enhancements to our telemetry data platform.  
As a result, we are no longer modeling the user/data mix, which is currently about 60/40, to trend 
back to our original model of 2/3rds / 1/3rd. And, depending upon the market receptivity to our 
new, higher-priced data SKU, we could see a further mix shift between data and users from our 
original model, as well as changes to our data ingest growth rates. 

Net Revenue Retention6

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 Accounts 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.

5 This graph has been indexed to assist with visualizing changes over these periods. 
6 Please refer to the appendix for the definition of Net Revenue Retention.
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Priority 2: Migrate 80% of Our Business to the New Relic 
Consumption Model
As of the end of FY22, approximately 87% of our committed revenue came from customers on 
our new consumption model. The revenue we generate from the old model is primarily from 
customers that signed up for multi year deals prior to the model transition, or smaller customers 
that have been given a grace period. Over time, we expect to generate 100% of revenue from the 
consumption model as the remaining customers will have the opportunity to transition in future 
renewals. As we shared last quarter, we will no longer share this metric.
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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 get to a point where direct, sales led engagement is helpful.

Pay as you Go
A primary goal of our digital marketing investments is to land customers in our free tier and 
nurture them into paying customers. These customers typically start as Pay as you Go (PayG) 
users. We define a PayG account as a self-service account that has entered a credit card, but not 
necessarily paid us. A PayG account would be reflected as an Active Customer Account if there 
was revenue from the account in the quarter. The chart below shows growth in monthly PayG 
accounts, as well as growth in paid accounts in a quarter. 
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We have refined our methodology to measure our PayG business in order to better capture 
customers coming in and out of the model. As a result, there are non-material differences in 
absolute numbers from those that we have previously reported, but the trends remain the same. 

Total Active Customer Accounts
Total Active Customer Account growth for the quarter was up by approximately 200 accounts 
sequentially. As a reminder, we consolidate subsidiary accounts under a parent company, and 
only count a customer if we have recognized revenue from the customer in the quarter. This 
count excludes many customers that come through partners.

Priority 4: Methodically Deliver Unique Value
Our mission is to be a source of truth for every engineer to make decisions with every day—using 
data, not opinion—at 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 
capabilities, including New Relic Explorer, Lookout, CodeStream and Errors Inbox. These 
capabilities enable full stack visibility across all elements of their system. 

Our unique offering of both vertical and horizontal capabilities is possible because only New Relic 
has a massive, hyper-scale data platform for all of our customer’s telemetry data. We believe 
this unique data-centric approach gives New Relic a meaningful competitive advantage as we 
continue to redefine the observability category.

7 Please refer to the appendix for the definition of Active Customer Accounts. 
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Platform Adoption
New Relic’s data centric approach to observability and simple pricing programs enable our 
customers to take advantage of friction free full observability. Whereas our competitors sell 
vertical applications that charge users for each siloed view into their environment, New Relic’s 
telemetry data platform affordably ingests data that enables both vertical and horizontal views of 
a user’s entire environment. We believe our product and pricing make it easier for our customers 
to standardize on New Relic, and that the platform adoption metrics below support that assertion. 

An indicator of full platform adoption is a customer’s data ingest of APM, Infrastructure, Logs 
and Browser. When a customer uses these capabilities we know they are getting observability 
across the full stack from infrastructure through to the front-end. We believe that our all-in-one 
user pricing model makes standardization on the New Relic platform more accessible. The charts 
below show the percentage of full platform adoption for all New Relic customers regardless of 
size or buying program.

Adoption by All New Relic Customers
Full platform adoption across all of our customers grew from 15% to nearly 26% in FY22. Most 
of these customers are small (less than $25K annual run rate), and some remain on our legacy 
pricing model where full platform adoption is gated by pricing, but the steady growth of full 
platform adoption indicates that many of these customers are progressing steadily on their 
journey towards full observability. 

Platform Adoption Across All New Relic Customers
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Adoption by Customers with Annual Consumption Commitments
Contracts with an annual commitment and a consumption model represent a significant majority 
of our revenue, but only about 25% of our customer count. The chart below indicates not 
only strong progress towards full product adoption, but also a higher proclivity of our largest 
customers to take advantage of the entire platform. Note: even with our largest customers 
who are already engaged with our platform, we characterize the depth and breadth of their 
engagement as still early, both in terms of the percent of engineers engaged in observability  
and the amount of telemetry data we capture on their behalf. 

Infrastructure Monitoring 
In February we released a reimagined infrastructure monitoring experience. New Relic has 
updated all three key pillars of observability (APM/Infra/Logs) over the past year, and we are 
entering FY23 with the strongest value proposition in our history. While observability is more 
than just APM, Infra, and Logs, most customer journeys into observability start with one of these 
three products.

Our new infrastructure monitoring product enables users to quickly pinpoint issues across 
their infrastructure, assess their impact and identify root causes. The primary benefits of our 
reimagined Infrastructure Monitoring are:

Unified Visibility: Correlate infrastructure health with  
application performance and end-user experience. 

• Spot emerging issues in real time with no need   
to pre-configure alerts

• See system-wide performance on one screen

• Pinpoint root causes by visualizing relationships 

Adoption by Customers with Annual Consumption Commitments
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Proactive Monitoring: See change in context across your  
entire estate in real time.

• Stay proactive by immediately detecting changes   
to the signals that matter most

• Sense system-wide health at a glance across all   
of your hosts, VMs, cloud resources, containers, services, 
and applications

• Reduce risk throughout your troubleshooting workflow

System-Wide Topology: Quantify the impact radius of every 
incident by visualizing relationships and dependencies for all  
of your infrastructure and the applications running on them.

• Quickly isolate the source of problems impacting   
multiple entities

• Time travel back to incident origins and replay   
historical state

• Improve understanding and reduce time to act

Root-Cause Analysis: Quickly find root causes with less toil

• Understand related entities, alerts, events, network   
metrics and more in context

• See all logs in context at your fingertips, with only one click 

• Compare golden signals for multiple infrastructure 
components

Kubernetes Monitoring: See clusters, nodes, pods, and  
containers clearly and proactively manage your microservices 
environment, and easily discover the why behind issues.

• Unparalleled visibility into your Kubernetes clusters

• High-fidelity UI to simplify complex environments

• Intuitive drill down into data and metadata
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Priority 5: Improve Internal Execution Efficiency
Our fifth priority is to improve our internal execution efficiency. Our FY22 financials reflect 
continuing progress against this goal, with near term investments that we believe will drive long 
term growth and profitability. 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.

The most tangible example of execution efficiency is the significant sequential improvement in  
non-GAAP gross margins. We’re making durable improvements in COGS and we expect to exit  
the year with non-GAAP gross margins in the mid 70% range. 

From an operating margin perspective, non-GAAP operating margins improved by almost 3% on a 
year over year basis. If we exclude the $7M in amortized commission expense related to the prior 
model we discussed in last quarter’s investor letter, we drove 19% revenue growth in the quarter 
without significantly increasing Sales & Marketing spend.

Meanwhile, 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. We finished the quarter with  
our best new hire onboarding and attrition numbers of the year.

Top Priorities for FY23
While FY22 was a transformative year, there is a lot of work still to be done. I’ve had the opportunity 
to talk with many investors over the past few quarters since becoming CEO and listen to your 
questions and concerns. 

I’ve identified four priorities for FY23 to capitalize on the opportunity in front of us and drive the 
business forward. 

Priority 1: Return Revenue Growth to Market Growth Rates
Our top priority remains the same as FY22: to return our revenue growth to market growth rates, 
which we have stated as 25% in the intermediate term. 

Priority 2: Return Non-GAAP Gross Margins to the Mid-70% 
Range and Achieve Modest Non-GAAP Profitability Exiting FY23
Our second priority is to exit the year with non-GAAP gross margins in the mid-70s and return to 
non-GAAP profitability by Q4. The three main things that will drive this result are top line growth, 
offering customers a broader menu of functionality and price points, and fully exiting our data 
centers by the end of FY23. We also intend to improve operating margins and are targeting to exit 
the year with modest non-GAAP profitability.
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Priority 3: Accelerate the Number of New Paying Customers
Our third priority is to accelerate account growth. In addition to the investments in product-led 
growth, we are investing in internal sales people and partner-led efforts to accelerate conversion 
of our free-tier funnel into paying customers. These improvements will build on demonstrated 
successes we had in FY22.

Priority 4: Drive Platform Adoption Across our Customer Base
Our fourth priority is to help customers realize the full value of our platform. Customers get 
the most value, and the greatest economic benefit, when they make New Relic the standard 
for observability across their enterprise. In FY22 we landed many marquee innovations and 
the primary focus for FY23 is to drive breadth and depth of adoption across our customer 
base for the dozens of capabilities already in place beyond APM such as: Infrastructure, Pixie, 
Logs, Network, CodeStream and more. Our product and go-to-market teams are both focused 
on helping our customers onramp and benefit from our all-in-one platform model which will 
accelerate our growth. 

In Summary
FY22 has been a pivotal year for New Relic. We’ve come so far and achieved so much and I am 
even more excited by the road ahead. 

We enter the fiscal year strong and with momentum, making New Relic a source of truth for  
every engineer to make decisions every day—using data, not opinions—at every stage of the 
software lifecycle. 

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.

Fourth Quarter Results

Fourth Quarter Fiscal Year 2022 Financial Highlights
• Revenue of $206 million, compared to $173 million for the fourth quarter of fiscal 2021.

• GAAP gross margin of 69% and non-GAAP gross margin of 71%.

• GAAP loss from operations was ($56) million, compared to a loss of ($54) million for the 
fourth quarter of fiscal 2021.

• Non-GAAP loss from operations was ($16) million, compared to ($18) million for the fourth 
quarter of fiscal 2021.

• GAAP net loss attributable to New Relic per basic and diluted share was ($0.84), compared 
to ($0.98) per basic and diluted share for the fourth quarter of fiscal 2021.

• Non-GAAP net loss attributable to New Relic per diluted share was ($0.24), compared to  
a non-GAAP net loss of ($0.27) per diluted share for the fourth quarter of fiscal 2021.

• Cash generated from operating activities was $50 million and free cash flow was $44 million 
for the fourth quarter of fiscal 2022.

• Cash, cash equivalents, and short-term investments were $829 million at the end of the 
fourth quarter of fiscal 2022, compared with $780 million at the end of the third quarter  
of fiscal 2022.

• Remaining performance obligations were $706 million at the end of the fourth quarter 
of fiscal 2022, compared with $610 million at the end of the third quarter of fiscal 2022. 
This represents the aggregate unrecognized transaction price of remaining performance 
obligations as of each of March 31, 2022 and December 31, 2021.

Financial Discussion
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Outlook

First Quarter and Full Year Fiscal 2023 Outlook
For the first quarter of fiscal year 2023, we expect:

• Revenue between $212 million and $214 million, representing year-over-year growth  
of between 18% and 19%, respectively. 

• Non-GAAP loss from operations of between ($23) million and ($25) million.

• •Non-GAAP net loss attributable to New Relic per diluted share between ($0.35) and ($0.38).

For the full year fiscal 2023, we expect:

• Revenue between $920 million and $930 million, representing year-over-year growth  
of between 17% and 18%, respectively.

• Non-GAAP loss from operations between ($20) million and ($25) million.

• Non-GAAP earnings attributable to New Relic per diluted share between ($0.31) and ($0.37).

We expect to be modestly profitable on a non-GAAP basis exiting FY23.

New Relic has not reconciled its expectations as to non-GAAP loss from operations or non-
GAAP net loss per diluted share to their most directly comparable GAAP measures as a result 
of uncertainty regarding, and the potential variability of, reconciling items such as stock-based 
compensation expense, lawsuit litigation cost and other expense, employer payroll taxes on 
equity incentive plans and gain or loss from lease modification. Accordingly, reconciliation is not 
available without unreasonable effort, although it is important to note that these factors could  
be material to New Relic’s results computed in accordance with GAAP.
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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 first quarter and the full year of fiscal 
2023, 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 first quarter and full year 
fiscal 2023, completion of New Relic’s transition to the cloud by the end of fiscal 2023 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, New Relic’s intent to improve 
operating margins and target to exit fiscal 2023 with modest non-GAAP profitability, 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, and New Relic’s efforts to drive breadth and depth of adoption across our customer base. 
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 and its ability to exit its 
data centers by the end of fiscal 2023; 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 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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Consolidated Statements of Operations
(In thousands, except per share data; unaudited)
 Three Months Ended March 31, Fiscal Year Ended March 31,
 2022 2021 2022 2021

Revenue $ 205,752 $ 172,669 $ 785,521 $ 667,648 
Cost of revenue  63,960  57,125  256,279  181,564 
Gross profit  141,792  115,544  529,242  486,084 
Operating expenses:

Research and development  58,396  43,606  211,856  174,851 
Sales and marketing  100,424  94,796  394,027  361,702 
General and administrative  38,719  31,450  151,912  120,931 

Total operating expenses  197,539  169,852  757,795  657,484 
Loss from operations  (55,747)  (54,308)  (228,553)  (171,400) 
Other income (expense):

Interest income  625  1,153  2,862  7,888 
Interest expense  (1,239)  (6,352)  (4,921)  (24,901) 
Other expense  (523)  (108)  (1,170)  (1,918) 

Loss before income taxes  (56,884)  (59,615)  (231,782)  (190,331) 
Income tax provision (benefit)  (493)  (717)  323  559 
Net loss $ (56,391) $ (58,898) $ (232,105) $ (190,890) 
Net loss and adjustment attributable to redeemable non-
controlling interest $ 878 $ (2,779) $ (18,297) $ (1,720) 
Net loss attributable to New Relic $ (55,513) $ (61,677) $ (250,402) $ (192,610) 
Net loss attributable to New Relic per share, basic and 
diluted $ (0.84) $ (0.98) $ (3.88) $ (3.15) 
Weighted-average shares used to compute net loss per 
share, basic and diluted  65,780  62,621  64,592  61,070 
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Consolidated Balance Sheets
(In thousands, except par value; unaudited)

March 31, March 31,
 2022 2021

Assets
Current assets:

Cash and cash equivalents $ 268,695 $ 240,821 
Short-term investments  559,984  575,254 
Accounts receivable, net of allowance for doubtful accounts of $3,073 and 
$2,633, respectively  226,182  174,027 
Prepaid expenses and other current assets  29,447  21,944 
Deferred contract acquisition costs  24,058  36,210 

Total current assets  1,108,366  1,048,256 
Property and equipment, net  68,368  91,308 
Restricted cash  5,775  5,642 
Goodwill  163,677  144,253 
Intangible assets, net  15,636  12,986 
Deferred contract acquisition costs, non-current  10,463  32,579 
Lease right-of-use assets  50,465  57,425 
Other assets, non-current  4,916  6,170 
Total assets $ 1,427,666 $ 1,398,619 
Liabilities, redeemable non-controlling interest, and stockholders’ equity
Current liabilities:

Accounts payable $ 32,545 $ 24,171 
Accrued compensation and benefits  37,023  37,196 
Other current liabilities  36,098  19,174 
Deferred revenue  398,754  373,594 
Lease liabilities  11,103  7,886 

Total current liabilities  515,523  462,021 
Convertible senior notes, net  497,663  449,380 
Lease liabilities, non-current  49,809  59,924 
Deferred revenue, non-current  108  1,674 
Other liabilities, non-current  20,173  8,256 
Total liabilities  1,083,276  981,255 
Redeemable non-controlling interest  21,686  3,389 
Stockholders’ equity:

Common stock, $0.001 par value  66  64 
Treasury stock - at cost (260 shares)  (263)  (263) 
Additional paid-in capital  1,114,221  1,001,309 
Accumulated other comprehensive loss  (8,012)  (19) 
Accumulated deficit  (783,308)  (587,116) 

Total stockholders’ equity  322,704  413,975 
Total liabilities, redeemable non-controlling interest, and stockholders’ equity $ 1,427,666 $ 1,398,619 
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Consolidated Statements of Cash Flows
(In thousands; unaudited)
 Fiscal Year Ended March 31,
 2022 2021

Cash flows from operating activities:
Net loss attributable to New Relic $ (250,402) $ (192,610) 
Net loss and adjustment attributable to redeemable non-controlling interest $ 18,297 $ 1,720 
Net loss: $ (232,105) $ (190,890) 
Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation and amortization  86,065  89,312 
Amortization of debt discount and issuance costs  2,357  22,336 
Stock-based compensation expense  153,039  135,143 
Other  1,429  3,610 
Changes in operating assets and liabilities, net of acquisition of businesses:

Accounts receivable, net  (53,319)  (27,084) 
Prepaid expenses and other assets  (5,796)  (7,571) 
Deferred contract acquisition costs  (2,345)  (46,953) 
Lease right-of-use assets  8,294  959 
Accounts payable  9,745  11,766 
Accrued compensation and benefits and other liabilities  19,564  18,778 
Lease liabilities  (6,898)  1,519 
Deferred revenue  23,594  58,941 

Net cash provided by operating activities  3,624  69,866 
Cash flows from investing activities:
Purchases of property and equipment  (5,778)  (18,737) 
Proceeds from sale of property and equipment  1,001  — 
Cash paid for acquisitions, net of cash acquired  (7,192)  (41,536) 
Purchases of short-term investments  (301,068)  (405,054) 
Proceeds from sale and maturity of short-term investments  305,942  335,964 
Capitalized software development costs  (12,662)  (13,494) 
Net cash used in investing activities  (19,757)  (142,857) 
Cash flows from financing activities:
Proceeds from employee stock purchase plan  12,272  14,425 
Proceeds from exercise of employee stock options  31,868  6,865 
Net cash provided by financing activities  44,140  21,290 
Net increase (decrease) in cash, cash equivalents and restricted cash  28,007  (51,701) 
Cash, cash equivalents and restricted cash at beginning of period  246,463  298,164 
Cash, cash equivalents and restricted cash at end of period $ 274,470 $ 246,463 



234Q FY22

Reconciliation from GAAP to Non-GAAP Results 
(In thousands, except per share data; unaudited)
 Three Months Ended March 31, Fiscal Year Ended March 31,
 2022 2021 2022 2021
Reconciliation of gross profit and gross margin:

GAAP gross profit $ 141,792 $ 115,544 $ 529,242 $ 486,084 
Plus: Stock-based compensation expense  1,285  1,343  5,042  5,939 
Plus: Amortization of purchased intangibles  2,291  1,676  7,649  5,505 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  722  379  2,402  1,222 
Plus: Employer payroll tax on employee equity incentive plans  75  100  243  277 

Non-GAAP gross profit $ 146,165 $ 119,042 $ 544,578 $ 499,027 
GAAP gross margin  69 %  67 %  67 %  73 %

Non-GAAP adjustments  2 %  2 %  2 %  2 %
Non-GAAP gross margin  71 %  69 %  69 %  75 %
Reconciliation of operating expenses:
GAAP research and development $ 58,396 $ 43,606 $ 211,856 $ 174,851 

Less: Stock-based compensation expense  (12,127)  (10,750)  (48,355)  (40,964) 
Less: Employer payroll tax on employee equity incentive plans  (571)  (637)  (1,432)  (1,350) 

Non-GAAP research and development $ 45,698 $ 32,219 $ 162,069 $ 132,537 
GAAP sales and marketing $ 100,424 $ 94,796 $ 394,027 $ 361,702 

Less: Stock-based compensation expense  (11,367)  (11,735)  (48,986)  (54,695) 
Less: Employer payroll tax on employee equity incentive plans  (374)  (601)  (944)  (1,272) 
Less: Restructuring charges (1)  —  —  (10,925)  — 

Non-GAAP sales and marketing $ 88,683 $ 82,460 $ 333,172 $ 305,735 
GAAP general and administrative $ 38,719 $ 31,450 $ 151,912 $ 120,931 

Less: Stock-based compensation expense  (10,711)  (8,271)  (50,656)  (33,545) 
Less: Transaction costs related to acquisition  —  —  (361)  (885) 
Less: Lawsuit litigation expense  69  —  10  (254) 
Less: Employer payroll tax on employee equity incentive plans  (339)  (342)  (1,292)  (901) 
Less: Restructuring charges (1)  —  —  (1,194)  — 

Non-GAAP general and administrative $ 27,738 $ 22,837 $ 98,419 $ 85,346 
Reconciliation of loss from operations and operating margin:
GAAP loss from operations $ (55,747) $ (54,308) $ (228,553) $ (171,400) 

Plus: Stock-based compensation expense  35,490  32,099  153,039  135,143 
Plus: Amortization of purchased intangibles  2,291  1,676  7,649  5,505 
Plus: Transaction costs related to acquisitions  —  —  361  885 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  722  379  2,402  1,222 
Plus: Lawsuit litigation expense  (69)  —  (10)  254 
Plus: Employer payroll tax on employee equity incentive plans  1,359  1,680  3,911  3,800 
Plus: Restructuring charges (1)  —  —  12,119  — 

Non-GAAP loss from operations $ (15,954) $ (18,474) $ (49,082) $ (24,591) 
GAAP operating margin  (27%)  (31%)  (29%)  (26%) 

Non-GAAP adjustments  19%  20%  23%  22% 
Non-GAAP operating margin  (8%)  (11%)  (6%)  (4%) 
Reconciliation of net income (loss):
GAAP net loss attributable to New Relic $ (55,513) $ (61,677) $ (250,402) $ (192,610) 

Plus: Stock-based compensation expense  35,490  32,099  153,039  135,143 
Plus: Amortization of purchased intangibles  2,291  1,676  7,649  5,505 
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Plus: Transaction costs related to acquisitions  —  —  361  885 
Plus: Amortization of stock-based compensation capitalized in 
software development costs  722  379  2,402  1,222 
Plus: Lawsuit litigation expense  (69)  —  (10)  254 
Plus: Employer payroll tax on employee equity incentive plans  1,359  1,680  3,911  3,800 
Plus: Amortization of debt discount and issuance costs  591  5,704  2,357  22,336 
Plus: Adjustment to redeemable non-controlling interest  (871)  3,141  18,579  3,141 
Plus: Restructuring charges (1)  —  —  12,119  — 

Non-GAAP net loss attributable to New Relic $ (16,000) $ (16,998) $ (49,995) $ (20,324) 
Non-GAAP net loss attributable to New Relic per share:

Basic $ (0.24) $ (0.27) $ (0.77) $ (0.33) 
Diluted $ (0.24) $ (0.27) $ (0.77) $ (0.33) 

Shares used in non-GAAP per share calculations:
Basic  65,780  62,621  64,592  61,070 
Diluted  65,780  62,621  64,592  61,070 

(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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March 31, 2022 December 31, 2021 September 30, 2021 June 30, 2021 March 31, 2021 December 31, 2020
Reconciliation of gross profit and gross margin:
GAAP gross profit  $            141,792  $            134,798  $            131,432  $            121,220  $            115,544  $            120,372 
Plus: Stock-based compensation expense                       1,285                       1,382                       1,303                       1,072                       1,343                       1,472
Plus: Amortization of purchased intangibles                       2,291                       2,006                       1,676                       1,676                       1,676                       1,277
Plus: Amortization of stock-based compensation capitalized in 
software development costs                          722                          640                          620                          420                          379                          339
Plus: Employer payroll tax on employee equity incentive plans                             75                             63                             53                             52                          100                             36
Non-GAAP gross profit  $            146,165  $            138,889  $            135,084  $            124,440  $            119,042  $            123,496 
GAAP gross margin 69% 66% 67% 67% 67% 72%
Non-GAAP adjustments 2% 2% 2% 2% 2% 2%
Non-GAAP gross margin 71% 68% 69% 69% 69% 74%
Reconciliation of loss from operations and operating margin:
GAAP loss from operations $              (55,747) $              (51,901) $              (47,017) $              (73,888) $              (54,308) $              (48,042)
Plus: Stock-based compensation expense                    35,490                    37,791                    37,571                    42,187                    32,099                    36,469
Plus: Amortization of purchased intangibles                       2,291                       2,006                       1,676                       1,676                       1,676                       1,277
Plus: Transaction costs related to acquisition                                -                                -                          361                                -                          885
Plus: Amortization of stock-based compensation capitalized in 
software development costs                          722                          640                          620                          420                          379                          339
Plus: Lawsuit litigation expense                          (69)                             59                                -                                -                                -                          217
Plus: Employer payroll tax on employee equity incentive plans                       1,359                          956                          783                          813                       1,680                          461
Plus: Restructuring charges                                -                       (151)                            (9)                    12,279                                -                                -
Non-GAAP loss from operations $              (15,954) $              (10,600) $                (6,376) $              (16,152) $              (18,474) $                (8,394)

Reconciliation from GAAP to Non-GAAP Gross Margin and Loss from Operations
(In thousands; unaudited)

Three Months Ended
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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,
 2022 2021 2022 2021

Net cash provided by operating activities $ 49,952 $ 28,481 $ 3,624 $ 69,866 
Capital expenditures  (2,601)  (2,938)  (5,778)  (18,737) 
Capitalized software development costs  (3,256)  (3,755)  (12,662)  (13,494) 

Free cash flows (Non-GAAP) $ 44,095 $ 21,788 $ (14,816) $ 37,635 
Net cash used in investing activities $ (36,642) $ (9,989) $ (19,757) $ (142,857) 
Net cash provided by financing activities $ 9,558 $ 11,164 $ 44,140 $ 21,290 


