


From the CEQOs

Fellow shareholders,

The past months have been a dynamic period in Atlassian’s history. We reorganized our company
in response to the changing and difficult macroeconomic environment. We made tough calls to
prioritize the most critical work and rebalanced our team so we can run faster at our top priorities,

which unfortunately meant saying goodbye to roughly 500 Atlassians.

Now we’re focused on executing. As a company, we have massive growth opportunities in front of

us, particularly in cloud migrations, ITSM, and serving our enterprise customers in the cloud.

Just as our agile DNA helps us respond to changes in the economic environment, our unique
business model allows us to move quickly as new technologies emerge. When advances in
generative Al exploded onto the scene early this year, we already had years’ worth of experience
building Al-powered features. Now we can combine large language models (LLMs) with our
existing machine learning models, and deliver results tailored for the customer’s context to create

entirely new, hyper-customized experiences.

Our excitement around Al is grounded in the fundamental belief that no matter what technologies
are trending, teamwork is always the backbone of human achievement. As we build new ways to

supercharge collaboration, we see three forces shaping the way teams work together:

1. Software continues to eat the world, turning every business into a digital business. And the

meteoric rise of Al technologies in the workplace is giving this trend a turbo-boost.

2. Many organizations prescribe narrow ways of working in an attempt to keep their teams
aligned. But collaboration isn’t “one size fits all” and teams need the autonomy to adopt the

tools and practices that suit them best.

3. Distributed work is here to stay. Even though many companies mandate some in-office time, we
believe the days of coming in every day from 9@ to 5 are over. Atlassian is leading the way in this

space, leaning into flexible work arrangements at scale and sharing the lessons we learn.

Atlassian’s mission is to unleash the potential of every team so they can meet whatever challenge
comes their way. Our products set teams up for success - allowing them to work differently,

together - so they can turn today’s dreams into tomorrow’s reality.
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More and more customers on cloud nine

Enterprise migrations have nearly doubled over the past year, with customers continuing to move
to the cloud from both Data Center and Server. This is one of our highest priorities as a company
and an area where we’re increasing our investment in support services and tooling so we can
migrate more customers, faster. (To wit, a certain US-based home improvement giant completed
their Confluence migration from Server to Cloud in under a week!)

Q,C’ o '

Unlocking cloud for the enterprise <%

Enterprise-focused improvements across our entire platform removed barriers to cloud for

even more customers. First, we shipped support for 50,000-user Confluence instances, more
granular data residency controls and 20,000-agent support (beta) in Jira Service Management,
and the ability for customers to centrally manage security for their Atlassian cloud users in a more

flexible way.

In concert, we launched Atlassian Analytics into general availability after working with customers
like DISH Networks, PayPal, and H&M during the early access phase. It is now incorporated into

the Enterprise editions of Jira Software, Jira Service Management, and Confluence.

With Atlassian Analytics, customers can bring data from their Atlassian products together with
data from 3rd-party tools like GitHub, Salesforce, Workday, and Circle Cl to uncover insights into
how their teams work and where they’re struggling, then use those insights to make faster, more
confident decisions. We also included 20+ data visualization templates that let customers create
dashboards in just minutes, and the ability to embed dashboards and charts in other Atlassian

products for easier sharing.

Preventing incidents before they happen &

Finally, we launched the early access program

i (L) Beacon Beta  Detect Investigate Reme diate  Protect Q ® O & @
for Beacon, our new threat-detection and g

| Omar Darboe
mitigation product. With cyberattacks e T
becoming more frequent and sophisticated, e

our customers are prioritizing security in the

Security Scorecard
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hopes of staying out of the headlines. Thanks ... |

Beacon community

to the power of our platform, we can help. Activiy and alrt

Search by alert ID, keyword, or site Q DD [F) | d
Beacon gives customers a simple way to

A Unusual Confluence pa ge views activity g :
detect, investigate, and address risky or

2darboe@banc.ly logged in as you

suspicious user behavior across their Atlassian
®

Apr 18, 2023 Invited janer@banc.ly to organization

cloud products. & Is someone opening loads

of Jira issues in a very short time? Running suspicious-looking searches in Confluence?
Changing authentication rules in Bitbucket? Beacon will alert customer admins to red flags like

these so they can take action before things get out of hand.
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But wait! There’s more.

In addition to the product announcements above, we shipped heaps of platform

enhancements and product features in Q3, demonstrating our commitment to

delivering innovation and customer value.

Easier request type configuration in Jira Service Management

Release notes surfaced in the admin panel across multiple cloud products
Workspace- and product-specific APl tokens in Bitbucket

APl tokens for data access control at the workspace level in Bitbucket
Enhanced automation templates and rules for Confluence

Improved accuracy on exact-phrase searches across all Jira products
Updated experience for creating, tracking, and reporting OKRs in Jira Align

Visualization of the relationships between goals, OKRs, and their child objectives

in Jira Align

Faster editing for objectives tracked in Jira Align

Support for migrating Jira Software projects from one cloud instance to another
Data loss prevention capabilities across all cloud products

Webhooks for delivering audit logs in real time in Confluence and Jira Software
APl access restrictions for external and managed user accounts

Data classification abilities for admins of Confluence and all Jira products

Option for users to include their teammates when requesting to try new

Atlassian products

Want to be the first to know what’s shipped? Subscribe to our cloud updates

emails here. =
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Three global markets, one common platform for teamwork &

As a regulated financial institution managing cryptocurrency assets, trust is a requirement for
Atlassian customer Finoa, not a luxury. What’s more, innovating in financial services is complex,

especially in Germany, home to some of the most advanced crypto regulations.

Finoa began with collaboration tools from various vendors and an on-premises wiki. But
information was often difficult to find, and few people used the wiki because it wasn’t intuitive.
They wanted more automation and better alignment across their teams. As Finoa started

comparing options, they learned about our Enterprise edition for cloud, and knew they’d found the
right fit.

Today, every Finoa department uses Jira Software, Jira Service Management, and Confluence in
their daily work. By standardizing on Atlassian, Finoa is innovating with the speed, flexibility, and

visibility of a startup, along with the organization and security controls of an established
financial institution.

ATLASSIAN + FINOA

“Operational compliance is fundamental to the way we do things..Atlassian helped us become faster,
more productive, and more flexible. Being able to use cloud services is of tremendous help for us.”

Fabian Plato

Director of Business Operations at Finoa

< FInoQ

Finoa’s story has played out inside the walls of thousands of our customers over the years. And
with our three-pronged approach of addressing the work management, agile/DevOps, and ITSM

markets, we aim to help thousands more reap the same benefits.

Work management @

Teams such as finance and marketing have been using Jira Software since back when it was called
“JIRA,” configuring their way around the developer-oriented nature of the product. Two years ago,
we introduced Jira Work Management: a friendly and intuitive way for business teams to harness
the power of Jira. Today, we’re happy to say that Jira Work Management’s customer base has

grown nearly 50% year-over-year, with monthly active users up more than 80% in the same
time period.

As part of our Atlassian Together offering for cloud (which also encompasses Confluence, Trello,
and Atlas), Jira Work Management is helping customers unlock wall-to-wall teamwork by bringing
technical and non-technical teams onto a common platform while still allowing each team to
choose the tools that work best for them.
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ATLASSIAN + REDDIT

“| don’t want us to be the organization that takes things away from people. I’'d like to let people work
the way they want, whether that’s Trello or Atlas or spreadsheets. Atlassian Together gives us that
capability, which has been great. Plus, our IT org is gaining trust across the company as people come to
us with requirements and we’re able to provide tailored solutions they actually get excited about.”

@ readit

Atlassian has been in the work management game since we launched Confluence in 2004. From

Sean Joerg
Sr. IT Director at Reddit

its humble beginnings as a wiki-like workhorse powering the exchange of knowledge and ideas
across an organization, Confluence has evolved into a world-class collaboration engine supporting
ever more ways to create and share rich content. This quarter we built on that legacy with new

content types and easier ways to work with people outside your company.

Brainstorm without borders using whiteboards

Every project starts with an idea. The best thing about Confluence is that it gets those ideas out of
people’s heads and into a shareable format. Historically, Confluence has done that through text
and images. Now, we’ve introduced whiteboards: a new modality for sharing ideas with as much

(or as little) structure as teams care to impose.

With Confluence whiteboards, teams can sketch, type, and use digital sticky notes to jot down
ideas, then turn them into deliverables. One click converts a note into a Jira issue that can be
edited directly from the whiteboard. And with the ability to embed artifacts from other Atlassian
tools, teams can use whiteboards to create a sharable canvas showing how all the pieces of a

project connect.

Connect the dots automatically with native databases

The moment a project kicks off, it generates a flurry of interconnected data around tasks, owners,
dates, deliverables, and more. Customers told us they want a structured way to connect work in
Confluence without manual updates

. ; XCom‘luence Home Recent v Spaces v People Apps v Templates Q S | i 0 Q
across multiple pages and we’re —

responding with another new content
& Job applicants tracker

type: databases. -

Databases are structured dynamic Applicants @ Alenies - Qsern BT N @
tables that help teams organize 3 i e | 8 e +
information that they can reference - — E
anywhere else in Confluence. Table : S
entries are synced in real time so ey P o | B -pran
information is always up to date, e o T— | e
regardless of where it’s surfaced. ——
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External collaboration features let teams share with anyone, anywhere

Confluence now features public links, which provide a read-only view of pages teams can share
with customers and vendors without needing to manage additional user seats. And when it’s time
for deeper collaboration, guest access facilitates it. Users can give up to five guests access to a
single Confluence space, removing logistical barriers to collaboration at a time when

organizations need to streamline wherever possible.

ATLASSIAN + CREMA

“Confluence is a daily tool for our company. | trust that any notes, documentation, or third-party
integrations are visible to everyone on our team. And it’s an essential part of our remote work.”

Brooke Purvis
Product Manager, Crema

Crema

Agile/DevOps O

Not-so-fun fact: some studies show that three-quarters of product managers struggle to

determine how valuable their product is to customers. That’s why product discovery - the process
of refining ideas based on a deep understanding of user needs - is quickly becoming an essential

part of the software development lifecycle. It’s also why we built Jira Product Discovery.

When product teams are in the pie-in-the-sky envisioning phase, they need to gather and organize
information that is well upstream of epics and tasks. In the past, ideas and feedback have been

scattered across spreadsheets, backlogs, and notebooks (or just lived in product managers' heads).

Chaos! % Now, Jira Product Discovery offers a dedicated space for PMs to collaborate with each

other, and just as importantly, with their development teams.

Product managers can proceed with more confidence by gathering context and insights that help
them prioritize what will make the biggest difference for their customers. From there, custom

roadmaps keep both the team and their stakeholders abreast of the what, when, and why.

And because it’s part of the Jira family,
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) allideas Aa Summar y O™ Goal fx Priority score Vvl Strategic value fx User impact b e St i d e a S i n t O i S S u e S fo r t h e
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B Roadmap [ i ith vi [ Y Differentiate wy "
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IT service management &

An under-recognized affliction has been plaguing enterprises for years. We call it “Bad Service
Management” (or, BSM). BSM flares up when development, operations, and business teams work
in silos, making it impossible to deliver great service experiences. Tell-tale symptoms include
bloated budgets, irritable teammates, dizziness from complex setups, nausea from clunky
outdated interfaces, and blurred vision. =

Fortunately, there’s a reliable cure for BSM: replacing legacy ITSM systems with Jira Service

Management.

At our ITSM-focused event in December, we kicked off our crusade to end BSM. While we’ve had a
lot of fun with this lighthearted make-the-switch campaign, we’re dead serious about stealing the
competition’s thunder. As demonstrated by customers like The Very Group and Zocdoc, we’re

winning over organizations of all shapes and sizes.

ATLASSIAN + ZOCDOC

“We completed our migration to Jira Service Management Cloud in just one month and since

our rollout, we have already seen more teams across Zocdoc adopt this modern, easy-to-use solution.”

Susie Handlong

IT Manager I, Zocdoc Z ZOCdOC

Meanwhile, our product team has been nose to the grindstone building always-on virtual agents
that deliver basic service to employees while human IT staff focus on more complex requests. With
the help of LLMs, the virtual agent reads and understands customers' internal knowledge and
processes, then uses that information to field requests raised in Slack or Microsoft Teams. The
virtual agent can also ask follow-up questions that help it resolve the request automatically. And
because it’s built into Jira Service Management, it can easily escalate requests to humans as

needed, bringing the entire context along with it.

For even better precision, admins can train their virtual agent to understand more requestor
intents using their internal knowledge bases and service more requests by setting up custom
routing workflows. Given many of our customers already use Jira Service Management beyond IT,
we anticipate this ability will increase adoption even further among HR, legal, and finance teams.
They can also track the virtual agent’s performance on a dashboard that displays stats like number

of conversations, resolution rate, and customer satisfaction scores.

Virtual agents are just one way Atlassian is taking advantage of the mind-blowing Al capabilities

that have become available over the past few months. Speaking of which...

Atlassian customers just won the Al lottery £2

Atlassian has been using Al, in the form of machine learning, to enhance core experiences in our

products for years, from personalized search to predictive algorithms that make finding the right
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person, project, or page a snap. Now that generative Al has reached consumer-grade maturity with

LLMs, we can create magical new experiences for our customers.

Of course, so can every other vendor. What sets Atlassian apart is that customers have been
trusting us with their knowledge - their roadmaps, decision registers, announcements, tasks, and
so much more - for decades. Now we can enrich that knowledge with machine learning and LLMs
to create tailored experiences they never imagined. Like everything we do, our approach to Al is
rooted in our values, specifically “Open company, no bullshit” and “Build with heart and

balance,” as reflected in our Responsible Tech Principles.

At Team ‘23 we introduced Atlassian Intelligence, built on our own machine learning models and
technology from OpenAl. Leveraging the power of our cloud platform, Atlassian Intelligence
creates a teamwork graph tailored to each customer that accelerates their work across all our
cloud products. Just as the teamwork graph informs how Jira Service Management’s virtual agents
escalate requests, it tells Atlassian Intelligence who to assign tasks to or what tests should be run

before releasing new code.

Atlassian Intelligence also saves time by getting team members up to speed faster than ever
before. A support engineer taking over a ticket can see the entire conversation recapped at the top,
including all the troubleshooting articles already sent to the customer. A project manager can
instantly turn the transcript of a meeting into a summary of the decisions made and actions

agreed upon.

And when it’s time for knowledge workers to face their greatest fear - an empty document whose
cursor seems to mock them with every blink - we’ve got their backs. A marketer planning a
campaign can ask Atlassian Intelligence to articulate the biggest selling points of a new feature
based on product specs and user stories, or even generate social media posts. And if the posts it
drafts don’t strike the right tone, they can ask Atlassian Intelligence to rewrite them to be more

empathetic, professional, reassuring, etc.

Looking farther ahead, Atlassian Intelligence will soon be able to define any term or acronym for
users based on contextual information found across our products - again, powered by the

teamwork graph generated for that specific

customer. Atlassian |ntelligence Wlll even be Y Meet Atlassian Intelligence: Your new virtual teammate | Atlassian — A

able to take a question asked in natural
language (in fact, we support 20+ languages)
and convert it into Jira Query Language,

empowering even first-day users to run ATLASS |A|neuigence 3¢

sophisticated searches.

Watch on 2 Youlube

Disclaimer: The content describing Atlassian Intelligence and other announcements is intended to outline our general product direction for informational purposes only. The development, release, and
timing of any features or functionality described within this letter remain at the sole discretion of Atlassian, are subject to change, and should not be relied upon in making purchasing decisions.
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Al gives Atlassian the ability to unleash even more of our customers' potential. Buckle up - this

one’s going to be a ripper.

Marketplace is having a moment (again) <*

We are beyond excited to announce that the Atlassian Marketplace surpassed $3 billion in lifetime
sales this quarter! At 5,300+ apps, Atlassian has one of the largest and most diverse software
marketplaces, with over 1,700 independent developers and Marketplace Partners. It’s a massive
growth lever for us, enabling us to satisfy specialized use cases and integrate with 3rd-party tools

- both of which make our products stickier.

It took seven years to reach Marketplace’s first billion dollars in sales. Then two years to hit $2
billion, and now here we are just over a year later past the $3 billion mark. We attribute this
exponential growth to our dynamic and passionate ecosystem of developers who substantially
extend the capabilities of our product suite, increased app adoption by our enterprise customers,

and the growth of our cloud business overall.

Hard times don’t last, but great teams do &2

According to our employees, Atlassian is one hell of a great team to be on. For the fifth year in a

row, we appeared on Fortune magazine’s “100 Best Companies to Work For” list. This year, we
moved up 40 places to rank #7. Not only that, but we were also named to LinkedIn’s list of the 50

best workplaces to grow your career in the U.S. Massive thanks to all the decision-makers, culture

carriers, and everyday Atlassians who make working here a joy - you beaut! &8

As we move into the final quarter of our fiscal year, we’re finding new ways to navigate these
challenging times and help our customers do the same. For example, our virtual agent has already
saved us a full person-month in the weeks since we deployed it internally, and we’re keen for

customers to realize similar benefits from their new virtual teammate.

It was great seeing some of you at Team ‘23 in Las Vegas last month. We look forward to taking

your questions and sharing more about Atlassian’s direction with you on our earnings call shortly.
Here’s to the road ahead, and to unleashing the potential of every team.

- Mike and Scott

MIKE & SCOTT

Scott Farquhar
Co-founder and co-CEO

Mike Cannon-Brookes
Co-founder and co-CEO
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The bottom line

In response to the difficult macroeconomic environment, Atlassian has rebalanced
our teams and priorities so we can sharpen our focus on growth opportunities in

cloud migrations, ITSM, and serving enterprise customers.

We unveiled a metric tonne of new products and features at Team ‘23 including

Atlassian Intelligence - our customers’ new Al-powered teammate.

The Atlassian Marketplace has surpassed $3 billion in lifetime sales, driven by

increased app adoption among enterprise customers and our growing cloud business.

We earned two more accolades as one of the best employers around. Time to draw

up plans for a bigger trophy shelf.

Summarized with the help of Atlassian Intelligence 3%
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Cameron Deatsch
Chief Revenue Officer

Customer highlight reel ¥

We’re fresh off Team ‘23, and my voice has nearly recovered from the million-or-so conversations |
had with our customers and partners who were thrilled about the announcements we made and
are committing even deeper to Atlassian. We also gathered with industry analysts, financial
analysts and investors (watch the recording if you missed it), Atlassian Community leaders, and

our Customer Advisory Board, to learn what’s on their minds and share our latest updates.

What we heard from customers, as we consistently do, is that Atlassian delivers mission-critical
tooling for their teams with a price-to-value ratio that is unmatched. Our announcements around
Al, Confluence whiteboards, Atlassian Analytics, and Beacon only make them happier about
choosing cloud. (And those yet to migrate say they’re all the more eager to do so now.)

If you missed the live event, you can catch up on all the keynotes as well as many of the breakout
sessions in our on-demand library. A huge thanks and congratulations to all the teams who
worked so hard to make Team 23 an amazing event for the entire Atlassian community. ¥ You've

set a high bar for next year.

We ended this quarter with nearly 260,000 customers, with thousands more organizations

embarking on their Atlassian journey through Free editions of our cloud products. While the macro
environment continues to send headwinds at us, we’re not seeing underlying problems with

demand or above-average churn.
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Customers 59775

For each period ended 242,623
234,575 ’

226,521

216,500

204,754 I I I

Q2’21 Q3’21 Q4°21 Q71722 Q222 Q3’22 Q4°22 QT23 Q2’23 Q3’23

188,033

174,948

Customers: We define the number of customers at the end of any particular period as unique domains that have at least one active
and paid product license or subscription, with two or more seats, excluding starter licenses/subscriptions.

Across the board, our customers and partners say they’re delighted by the value Atlassian is
delivering, and chomping at the bit to get their hands on our new Al-powered features. So now

that the chairs have been cleared away and the confetti swept up, it’s time to get back to doing

what we do best: rolling out a steady drumbeat of innovative products, features, and practices

that help our customers do whatever it is they do best.

Whether it’s NASA searching for undiscovered planets or Bombas helping keep our feet comfy here

on Earth, teams are what move humanity forward. It’s why we come to work every day thinking

about new and better ways to unleash their potential. Go team!

O The bottom line

Atlassian gained 6,598 net-new customers in Q3, as organizations turn to us to drive

progress against their biggest challenges.

Customers consistently report that Atlassian is an unbeatable value, providing

mission-critical tooling for their teams.

Team ‘23 generated loads of enthusiasm from customers and partners that will

boost our word-of-mouth momentum, as well as amazing buzz related to our

Al announcements.

Summarized with the help of Atlassian Intelligence 3%
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Joe Binz
Chief Financial Officer

Financial highlights

Third quarter fiscal year 2023 financial summary

(U.S. S in thousands, except per share data and percentages)

Three Months Ended March 31,

Nine Months Ended March 31,

2023 2022 2023 2022
GAAP results
Revenue $915,453 $740,491 $2,595,549 $2,043,041
Gross profit $746,801 $624,428 $2,131,560 $1,720,531
Gross margin 81.6% 84.3% 82.1% 84.2%
Operating income (loss) ($161,567) $32,897 ($294,833) $112,416
Operating margin (17.6%) 4.4% (11.4%) 5.5%
Net income (loss) ($209,037) $4,661 ($427,809) ($428,871)
Net income (loss) per share - diluted ($0.81) $0.02 ($1.67) ($1.70)
Cash flow from operations $352,369 $334,709 $595,336 $606,165
Non-GAAP results
Gross profit $779,037 $638,406 $2,204,356 $1,760,167
Gross margin 85.7% 86.2% 84.9% 86.2%
Operating income $197,114 $177,404 $519,856 $519,662
Operating margin 21.5% 24.0% 20.0% 25.4%
Net income $137,955 $110,168 $345,235 $315,004
Net income per share - diluted $0.54 $0.43 $1.35 $1.23
Free cash flow $349,678 $308,236 $572,109 $560,230

A reconciliation of GAAP to non-GAAP measures is provided within the tables at the end of this letter as well as in our earnings press

release, and on our Investor Relations website.

In Q3’23, we incurred charges associated with rebalancing our resources to accelerate progress

against our highest priorities and consolidating leases to optimize our real estate footprint

consistent with our Team Anywhere strateqgy. These restructuring charges are excluded from our

non-GAAP results and are as follows:

Restructuring charges Severance and Other Stock-based Lease

(U.S. S in thousands) Termination Benefits Compensation Consolidation Total
Cost of revenue $ 1,066 $ 288 9 7,893 $ 9,247
Research and development 8,271 6,046 29,004 43,321
Marketing and sales 7,293 1,909 14,984 24,186
General and administrative 9,163 2,506 9,425 21,094
Total $ 25,793 $ 10,749 $ 61,306 $ 97,848

Third quarter fiscal year 2023 highlights

We delivered another quarter of solid financial results amidst a challenging macroeconomic
environment in Q3, while making difficult but necessary decisions to enable faster execution
against our largest growth opportunities and better serve our customers. Revenue, gross profit,
and operating income exceeded our expectations demonstrating our ability to navigate the near

term while remaining focused on the long term.

Q3 FY23

A ATLASSIAN

14



Trends in the quarter were largely consistent with the first half of our fiscal year. Cloud revenue
growth was driven by existing customers and migration activity, while impacted by macro
headwinds. Data Center revenue benefitted from strong renewals. And lastly, we continued to
deliver on our plan to align costs with revenue growth by driving efficiencies and slowing the pace
of hiring, while investing in our strategic priorities to provide compelling value to customers and

drive long-term growth.

We continue to have conviction in the long-term opportunities we see ahead of us and are focused

on executing to achieve them.

Highlights for Q3’23 include:

All growth comparisons below relate to the corresponding period of last year, unless otherwise noted.

Revenue of $915 million increased 24%, driven by growth in our cloud and Data Center offerings.

GAAP gross margin of 82% decreased 3 percentage points. Non-GAAP gross margin of 85%

decreased 1 percentage point driven by revenue mix shift to the cloud.

GAAP operating loss was $162 million and GAAP operating margin of (18%) decreased 22
percentage points. Non-GAAP operating income was $197 million and non-GAAP operating
margin of 22% decreased 2 percentage points driven by the gross margin decline discussed

above and growth in R&D and sales investments across our target markets and strategic

priorities.

Operating cash flow was $352 million. Free cash flow of $350 million increased 13%.

Revenue

(U.S. S in thousands, except percentage data)
Year-over-year

Q3'23 Q3'22 growth %
Revenues by type
Subscription $ 760,680 $ 555,126 37 %
Maintenance 94,225 120,333 (22)%
Other 60,548 65,032 (7)%
Total revenues $ 915,453 $ 740,491 24 %

Year-over-year

Q3'23 Q3'22 growth %
Revenues by deployment
Cloud 534,891 399,453 34 %
Data Center 221 551 151,095 47 %
Server 94,389 132,333 (29)%
Marketplace and services 64,622 57,610 12 %
Total revenues 915,453 740,491 24 %

Year-over-year

Q3'23 Q3'22 growth %
Revenues by geographic region
Americas 455,044 366,387 24 %
EMEA 356,243 290,866 22 %
Asia Pacific 104,166 83,238 25 %
Total revenues 915,453 740,491 24 %

A ATLASSIAN
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Revenue growth in the quarter was driven by subscription revenue, which grew 37%. Customers
continue to turn to Atlassian in this challenging macroeconomic environment to help their teams
work differently, together - allowing them to drive innovation and progress against their biggest

challenges.

Cloud revenue growth of 34% was in line with our expectations driven by expansion from existing
customers and migrations, as well as higher average revenue per user (ARPU) from increasing
sales of our Premium and Enterprise editions and pricing tailwinds. The moderating growth rate of
cloud revenue continues to be impacted by worsening macroeconomic headwinds on paid seat
expansion from existing customers, free-to-paid conversions, and modest seat count reductions in
some customers that have announced layoffs. Despite the challenging macroeconomic
environment, we’re not seeing changes in our competitive position or in the inherent demand for
our products. Monthly active users and customer retention remains healthy given the high-value,

mission-critical nature of our cloud products and services.

Data Center revenue growth of 47% was driven by strong renewals and seat expansion from

existing customers.

Lastly, deferred revenue increased 28% year-over-year to $1.4 billion driven by growth in annual

cloud subscriptions and multi-year customer commitments to the Atlassian platform.

Total revenue
(U.S. S in millions, year-over-year growth rate in %)

$915.5
S872.7
$807.4
$740.5 5759.8
$688.5
30% 36% 31% 27% 24%
Q222 Q322 Q422 Q123 Q223 Q323
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Revenues by deployment
(U.S. S in millions, except percentage datal)

Server (1)
B Marketplace and services (2) 58727
B Data Center

$740.5 °

$915.5

$688.5

$512.3

Note: revenue totals may
not foot due to rounding

Q2’22 Q3’22 Q4°22 Q7123 Q2’23 Q3’23

Y I I I I
Cloud 58% 60% 55% 49% 41% 34%
Data Center 83% 59% 60% 54% 40% 47%
Marketplace and services 20% (4%) 24% 4% 20% 12%
Server (12%) (19%) (16%) (18%) (22%) (29%)
Total revenues 37% 30% 36% 31% 27% 24%

(1) Included in Server is perpetual license revenue. Perpetual license revenue is captured as other revenue on
the Condensed Consolidated Statements of Operations.

(2) Included in Marketplace and services is premier support revenue. Premier support is a subscription-based
arrangement for a higher level of support across different deployment options. Premier support is
recognized as subscription revenue on the Condensed Consolidated Statements of Operations as the
services are delivered over the term of the arrangement.
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Margins, operating expenses, and operating income

(U.S. S in thousands, except percentage data)

Q3'23 Q3'22
Gross margin
GAAP gross margin 81.6% 84.3%
Non-GAAP gross margin 85.1% 86.2%
Total operating expenses
GAAP operating expenses $908,368 $591,531
Non-GAAP operating expenses $581,923 $461,002
Research and development expenses
GAAP research and development expenses $522,344 $334,161
Non-GAAP research and development expenses $316,981 $249,289
% of total revenues 34.6% 33.7 %
Marketing and sales expenses
GAAP marketing and sales expenses $220,921 $142,386
Non-GAAP marketing and sales expenses $159,708 $120,031
% of total revenues 17.4% 16.2%
General and administrative expenses
GAAP general and administrative expenses $165,103 $114,984
Non-GAAP general and administrative expenses $105,234 $91,682
% of total revenues 11.5% 12.4%
Operating income (loss)
GAAP operating income (loss) $(161,567) $32,897
Non-GAAP operating income $197,114 $177,404
% of total revenues 21.5% 24.0%

GAAP operating expenses increased 54% year-over-year driven by restructuring charges of $89
million, which contributed to 15 percentage points of the year-over-year increase. Non-GAAP
operating expenses increased 26% year-over-year, and were lower than expected due to payroll
savings from lower bonus expense and headcount, as well as greater than expected savings in
discretionary spending areas such as professional services and travel and entertainment as part

of our commitment to drive operational efficiency.

Headcount

Total employee headcount was 11,067 at the end of Q3°23, which includes approximately 500
employees that were impacted by the company’s rebalancing of resources and will not be
included in our headcount by the end of Q4°23. We added 280 net new Atlassians in Q3, as we
moderated headcount growth consistent with our plans to slow the pace of hiring in the second
half of FY23.

Net Income 03'23 03'22
GAAP results

Net income (loss) ($209,037) $4,661
Net income (loss) per share - diluted ($0.81) $0.02
Non-GAAP results

Net income $137,955 $110,168
Net income per share - diluted $0.54 $0.43

Q3’23 GAAP net loss includes the restructuring charges of $98 million, and an income tax

charge of $42 million for an adjustment to our uncertain tax provisions related
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primarily to transfer pricing. These charges increased GAAP net loss per diluted share by $0.54, net

of tax effects.

Free cash flow
(U.S. S in thousands, except per share data and percentages)

Q3'23 Q3'22
Free cash flow
GAAP net cash provided by operating activities $ 352,369 % 334,709
Less: Capital expenditures (2,691) (26,473)
Free cash flow $ 349,678 % 308,236
% of total revenues 38.2 % 41.6 %

Free cash flow in Q3’23 includes $5 million of payments for employee severance and other
termination benefits related to the restructuring actions discussed above. We expect to make the

remaining $21 million of payments for severance and other termination benefits in Q4'23.

Financial targets

US. § ____ GAAP
Three Months Ending
June 30, 2023
Revenue $900 million to $920 million
Cloud revenue growth (year-over-year) 26% to 28%
Gross margin 81.0%
Operating margin (11.0%)
Non-GAAP
Three Months Ending
June 30, 2023
Gross margin 83.5%
Operating margin 17.0%
Q4’23 Outlook

Total revenue

For Q4°23, we expect total company revenue to be in the range of $200 million to $920 million.
This guidance implies full-year FY23 total revenue growth of approximately 25% year-over-year,
consistent with our prior FY23 guidance. This guidance assumes the macroeconomic trends we

have seen to date continue to worsen in Q4. Further detail is provided below:

SUBSCRIPTION REVENUE
Cloud revenue

We expect Q4’23 Cloud revenue growth of approximately 26% to 28% year-over-year, with
iIncreasing macroeconomic impacts on paid seat expansion from existing customers and new
customer conversions, as well as headwinds in areas we have yet to see significant impact such as
churn or upsell to Premium and Enterprise editions of our products. We continue to expect
migrations to perform in line with our plan, and assume approximately 10 points of Cloud revenue

growth to be driven by migrations.
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This guidance implies full-year FY23 Cloud revenue growth of approximately 37% year-over-year,

within the range of our prior FY23 guidance of 35% to 40%.

Data Center revenue

We expect strong renewals and seat expansion to continue to drive healthy Data Center revenue

growth in Q4°23, albeit at a more moderate rate than Q3’23.
MAINTENANCE REVENUE

In line with our announced Server end-of-life, we expect maintenance revenue to continue to
decline to approximately $85 million in Q4°23. As a reminder, we will no longer provide

maintenance and support for our Server offerings beginning February 2024.
OTHER REVENUE

We expect Q4'23 Other revenue, which is primarily comprised of Marketplace revenue, to be
sequentially flat compared to Q3’23. As a reminder, revenue on the sale of third-party Marketplace

apps is recognized in the period the product is purchased, which adds quarter-to-quarter volatility

in Marketplace growth rates.
Operating margin

We expect Q4’23 GAAP operating margin will be approximately (11%) and non-GAAP operating
margin will be approximately 17%. Our Q4’23 operating margin will benefit from approximately
$20 million, or 2 percentage points, of employee and lease related expense savings from our Q3
restructuring actions discussed above. We plan to reinvest these savings in FY24 in strategic
priorities that deliver differentiated innovation and customer value with durable, long-term
growth. We are well positioned to deepen our competitive advantages in each of our three large

and growing markets, and emerge from this macroeconomic environment as a stronger company.

Share count

We expect less than 2% year-over-year increase in diluted share count in Q4°23.
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ATLASSIAN CORPORATION

Condensed consolidated statements of operations

(U.S. S and shares in thousands, except per share data)
(unaudited)

2023 2022 2023 2022

Revenues:

Subscription $ 760,680 $ 555,126 $ 2,122,863 $ 1,499,409

Maintenance 94,225 120,333 313,813 377,982

Other 60,548 65,032 158,873 165,650
Total revenues 915,453 740,491 2,595,549 2,043,041
Cost of revenues (1) (2) 168,652 116,063 463,989 322,510
Gross profit 746,801 624,428 2,131,560 1,720,531
Operating expenses:

Research and development (1) (2) 522,344 334,161 1,395,026 924,870

Marketing and sales (1) (2) 220,921 142,386 567,240 362,761

General and administrative (1) 165,103 114,984 464,127 320,484
Total operating expenses 908,368 591,531 2,426,393 1,608,115
Operating income (loss) (161,567) 32,897 (294,833) 112,416
Other income (expense), net (943) (23,084) 21,597 (501,231)
Interest income 15,047 605 29,153 956
Interest expense (7,978) (4,159) (21,607) (36,699)
Income (loss) before income taxes (155,441) 6,259 (265,690) (424,558)
Provision for income taxes (53,590) (1,598) (162,119) (4,313)
Net income (loss) $ (209,037) $ 4661 $ (427,809) $ (428,871)
Net income (loss) per share attributable to Class
A and Class B common stockholders:

Basic $ (0.81) $ 0.02 $ (1.67) $ (1.70)

Diluted $ (0.81) $ 0.02 $ (1.67) $ (1.70)
Weighted-average shares used in computing net s
income (loss) per share attributable to Class A
and Class B common stockholders:

Basic 256,825 253,723 255,949 252,924

Diluted 256,825 255,741 255,949 252,924

(1) Amounts include stock-based compensation as follows:
Three Months Ended March 31, Nine Months Ended March 31,
2023 2022 2023 2022

Cost of revenues $ 17,581 % 8,269 $ 46,747 22,639

Research and development 167,994 384,778 447,465 239,180

Marketing and sales 36,571 20,053 97,922 56,420

General and administrative 41,281 23,302 110,709 64,890

(2) Amounts include amortization of acquired intangible assets, as follows:

Three Months Ended March 31,

Three Months Ended March 31,

2023 2022
Cost of revenues $ 5696 $ 5,709
Research and development 94 94
Marketing and sales 2,305 2,302

Q3 FY23

A ATLASSIAN

Nine Months Ended March 31,

Nine Months Ended March 31,

2023 2022
> 17,090 % 16,997
281 281
7,376 6,839
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ATLASSIAN CORPORATION
Condensed consolidated balance sheets

(U.S.S in thousands)

A ATLASSIAN  03Fv23

(unaudited)
March 31, 2023 June 30, 2022
Assets
Current assets:
Cash and cash equivalents 1,972,217 1,385,265
Marketable securities 10,000 73,294
Accounts receivable, net 346,348 308,127
Assets held for sale — 60,265
Prepaid expenses and other current assets 115,722 70,002
Total current assets 2,444 287 1,896,953
Non-current assets:
Property and equipment, net 385,564 100,662
Operating lease right-of-use assets 190,708 277,276
Strategic investments 246,537 159,064
Intangible assets, net 76,093 100,840
Goodwill (23,442 (22,838
Deferred tax assets 8,128 10,335
Other non-current assets 64,250 58,862
Total assets 3,839,009 3,326,830
Liabilities and Stockholders’ Equity
Current liabilities:
Accounts payable 106,488 81,220
Accrued expenses and other current liabilities 433,069 406,139
Deferred revenue, current portion 1,264,217 1,066,059
Operating lease liabilities, current portion 43,910 40,638
Term loan facility, current portion 25,000 —
Total current liabilities 1,872,684 1,994,056
Non-current liabilities:
Deferred revenue, net of current portion 133,500 116,621
Operating lease liabilities, net of current portion 246,750 274,434
Term loan facility, net of current portion 974,550 999,419
Deferred tax liabilities 4 445 312
Other non-current liabilities 24 813 14,616
Total liabilities 3,256,742 2,999,458
Stockholders’ equity
Common stock 2 2
Additional paid-in capital 2,885,206 2,182,536
Accumulated other comprehensive income 29,614 13,864
Accumulated deficit (2,332,555) (1,869,030)
Total stockholders’ equity 582,267 327,372
Total liabilities and stockholders’ equity 3,839,009 $ 3,326,830
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ATLASSIAN CORPORATION
Condensed consolidated statements of cash flows

(U.S.S in thousands)
(unaudited)

Three Months Ended March 31, Nine Months Ended March 31,
2023 2022 2023 2022

Cash flows from operating activities:
Net income (loss) $ (209,037) $ 4,661 $ (427,809) $ (428,871)

Adjustments to reconcile net income (loss) to net
cash provided by operating activities:

Depreciation and amortization 15,523 12,239 45,619 37,841
Stock-based compensation 263,427 136,402 702,843 383,129
Impairment charges for leases and leasehold
Improvements 61,098 — 61,098 —
Deferred income taxes 1,495 (879) 6,308 (2,920)
Net loss on exchange derivative and capped call
transactions — — — 424,482
Amortization of debt discount and issuance cost 118 117 353 26,933
Net loss (gain) on strategic investments (1,812) 18,665 17,264 (2,222
Net foreign currency loss (gain) (177) 3,623 (6,005) (8,033)
Gain on a non-cash sale of a controlling interest
of a subsidiary — — (45,158) —
Other 1,263 94 1,258 (224)
Changes in operating assets and liabilities:
Accounts receivable, net 8,460 (14,980) (38,031) (83,183)
Prepaid expenses and other assets (15,163) (11,373) (40,530) (36,455)
Accounts payable (27,700) 5,148 22,034 25,655
Accrued expenses and other liabilities 131,238 64,533 81,055 1,246
Deferred revenue 123,636 116,459 215,037 194,343
Net cash provided by operating activities 352,369 334,709 595,336 606,165
Cash flows from investing activities:
Business combinations, net of cash acquired — (13,022) (600) (16,861)
Purchases of intangible assets — (4,018) — (4,018)
Purchases of property and equipment (2,691) (26,473) (23,227) (45,935)
Purchases of strategic investments (9,000) (7,918) (18,450) (102,918)
Purchases of marketable securities — — (10,000) (21,003)
Proceeds from maturities of marketable securities 26,250 2,000 73,950 64,087
Proceeds from sales of marketable securities and
strategic investments 8 — 629 186,262
Net cash provided by (used in) investing
activities 14,567 (48,831) 22,302 59,614
Cash flows from financing activities:
Proceeds from term loan facility — — — 1,000,000
Repayment of exchangeable senior notes — — — (1,548,680)
Proceeds from settlement of capped call
transactions — — — 135,497
Repurchases of Class A Common Stock (31,748) — (31,748) —
Proceeds from other financing arrangements 2 9,525 1,398 9,530
Net cash provided by (used in) financing
activities (31,746) 9,525 (30,350) (403,659)
Effect of foreign exchange rate changes on cash,
cash equivalents and restricted cash 421 (283) (996) (2,638)
Net increase In cash, cash equivalents, and
restricted cash 335,611 295,120 586,292 259,482
Cash, cash equivalents, and restricted cash at
beginning of period 1,637,969 900,069 1,386,680 931,023
Net decrease in cash and cash equivalents
included in assets held for sale — 276 602 4,960
Cash, cash equivalents, and restricted cash at
end of period $ 1,973,580 $ 1,195,465 $ 1,973,580 $ 1,195,465
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ATLASSIAN CORPORATION
Reconciliation of GAAP to non-GAAP results

(U.S. S and shares in thousands, except percentage and per share data)
(unaudited)

Three Months Ended March 31, Nine Months Ended March 31,
2023 2022 2023 2022

Gross profit

GAAP gross profit $ 746,801 % 624,428 $ 2,131,560 $ 1,720,531
Plus: Stock-based compensation 17,293 8,269 46,459 22,639
Plus: Amortization of acquired intangible assets 5,696 5,709 17,090 16,997
Plus: Restructuring charges (1) 5247 Y5247

Non-GAAP gross profit § 779,037 § 638,406 § 2,204,356 § 1,760,167

Operating income

GAAP operating income (loss) $ (161,567) $ 32,897 % (294,833) $ 112,416
Plus: Stock-based compensation 252,678 136,402 692,094 383,129
Plus: Amortization of acquired intangible assets 8,155 8,105 24 747 24 117
Plus: Restructuring charges (1) 97,848 97,848

Non-GAAP operating income § 197,114 § 177,404 § 919,856 § 519,662

Operating margin

GAAP operating margin (18)% 4% (11)% 6%
Plus: Stock-based compensation 28% 19% 26% 18%
Plus: Amortization of acquired intangible assets 1% 1% 1% 1%
Plus: Restructuring charges (1) 11% —% 4% —%

Non-GAAP operating margin 22% 24% 20% 25%

Net income

GAAP net income (loss) $ (209,037) $ 4661 $ (427,809) $ (428,871)
Plus: Stock-based compensation 252,678 136,402 692,094 383,129
Plus: Amortization of acquired intangible assets 8,155 8,105 24 747 24 117
Plus: Restructuring charges (1) 97,848 — 97,848 —
Plus: Non-coupon impact related to
exchangeable senior notes and capped calls — — — 450,829
Less: Gain on a non-cash sale of a controlling
interest of a subsidiary — — (45,158) —
Plus (less): Income tax adjustments (11,689) (39,000) 3,513 (114,200)

Non-GAAP net income $ 137,955 % 110,168 % 345,235 % 315,004

Net income per share

GAAP net income (loss) per share - diluted $ (0.81) $ 002 % (1.67) $ (1.70)
Plus: Stock-based compensation 0.98 0.53 2.70 1.51
Plus: Amortization of acquired intangible assets 0.03 0.03 0.10 0.09
Plus: Restructuring charges (1) 0.39 — 0.39 —
Plus: Non-coupon impact related to
exchangeable senior notes and capped calls — — — 1.78
Less: Gain on a non-cash sale of a controlling
interest of a subsidiary — — (0.18) —
Plus (less): Income tax adjustments (0.05) (0.15) 0.01 (0.45)

Non-GAAP net income per share - diluted $ 0.54 % 0.43 % 1.35 % 1.23

Weighted-average diluted shares outstanding

Weighted-average shares used in computing

diluted GAAP net income (loss) per share 256,825 255,741 255,949 252,924
Plus: Dilution from dilutive securities (2) 425 — 590 2,791

Weighted-average shares used in computing

diluted non-GAAP net income per share 257,250 255,741 256,539 255,715

Free cash flow -

GAAP net cash provided by operating activities 3 352,369 $ 334,709 $ 595,336 $ 606,165
Less: Capital expenditures (2,691) (26,473) (23,227) (45,939)

Free cash flow 349,678 $ 308,236 $ 572,109 $ 560,230

(1) Restructuring charges include stock-based Compensatlon expense related to the rebalancing of resources for the three and
nine months ended March 31, 2023.

(2) The effects of these dilutive securities were not included in the GAAP calculation of diluted net loss per share for the three
and nine months ended March 31, 2023 and nine months ended March 31, 2022 because the effect would have been anti-
dilutive.
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ATLASSIAN CORPORATION
Reconciliation of GAAP to non-GAAP financial targets

(U.S. S)

Three Months Ending
June 30, 2023

GAAP gross margin 81.0%
Plus: Stock-based compensation 2.0
Plus: Amortization of acquired intangible assets 0.5

Non-GAAP gross margin 83.5%

GAAP operating margin (11.0%)
Plus: Stock-based compensation 27.0
Plus: Amortization of acquired intangible assets 1.0

Non-GAAP operating margin 17.0%
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FORWARD-LOOKING STATEMENTS

This shareholder letter contains forward-looking statements within the meaning of Section 27A of the Securities Act of 1933, as amended,
Section 21E of the Securities Exchange Act of 1934, as amended, and the Private Securities Litigation Reform Act of 1995, which statements
involve substantial risks and uncertainties. In some cases, you can identify these statements by forward-looking words such as “may,”
“will,” “expect,” “believe,” “anticipate,” “intend,” “could,” “should,” “estimate,” or “continue,” and similar expressions or variations, but these
words are not the exclusive means for identifying such statements. All statements other than statements of historical fact could be
deemed forward looking, including risks and uncertainties related to statements about our products, product features, including the
introduction of Al and large language models, customers, Atlassian Marketplace, cloud migrations, macroeconomic environment,
anticipated growth, the effects of our recent restructuring, outlook, technology, and other key strategic areas, and our financial targets
such as revenue and GAAP and non-GAAP financial measures including gross margin and operating margin.

We undertake no obligation to update any forward-looking statements made in this shareholder letter to reflect events or circumstances
after the date of this shareholder letter or to reflect new information or the occurrence of unanticipated events, except as required by law.

The achievement or success of the matters covered by such forward-looking statements involves known and unknown risks, uncertainties
and assumptions. If any such risks or uncertainties materialize or if any of the assumptions prove incorrect, our results could differ
materially from the results expressed or implied by the forward-looking statements we make. You should not rely upon forward-looking
statements as predictions of future events. Forward-looking statements represent our management’s beliefs and assumptions only as of
the date such statements are made.

Further information on these and other factors that could affect our financial results is included in filings we make with the Securities and
Exchange Commission (the “SEC”) from time to time, including the section titled “Risk Factors” in our most recently filed Forms 20-F and
10-Q. These documents are available on the SEC Filings section of the Investor Relations section of our website at: https://
investors.atlassian.com.

ABOUT NON-GAAP FINANCIAL MEASURES

In addition to the measures presented in our condensed consolidated financial statements, we regularly review other measures that are
not presented in accordance with GAAP, defined as non-GAAP financial measures by the SEC, to evaluate our business, measure our
performance, identify trends, prepare financial forecasts and make strategic decisions. The key measures we consider are non-GAAP gross
profit, non-GAAP operating income and non-GAAP operating margin, non-GAAP net income, non-GAAP net income per diluted share and
free cash flow (collectively, the “Non-GAAP Financial Measures”). These Non-GAAP Financial Measures, which may be different from
similarly titled non-GAAP measures used by other companies, provide supplemental information regarding our operating performance on
a non-GAAP basis that excludes certain gains, losses and charges of a non-cash nature or that occur relatively infrequently and/or that
management considers to be unrelated to our core operations. Management believes that tracking and presenting these Non-GAAP
Financial Measures provides management, our board of directors, investors and the analyst community with the ability to better evaluate
matters such as: our ongoing core operations, including comparisons between periods and against other companies in our industry; our
ability to generate cash to service our debt and fund our operations; and the underlying business trends that are affecting our
performance.

Our Non-GAAP Financial Measures include:
Non-GAAP gross profit. Excludes expenses related to stock-based compensation, amortization of acquired intangible assets, and
restructuring charges.
Non-GAAP operating income and non-GAAP operating margin. Excludes expenses related to stock-based compensation, amortization of
acquired intangible assets, and restructuring charges.
Non-GAAP net income and non-GAAP net income per diluted share. Excludes expenses related to stock-based compensation,
amortization of acquired intangible assets, restructuring charges, non-coupon impact related to exchangeable senior notes and capped
calls, gain on a non-cash sale of a controlling interest of a subsidiary and the related income tax effects on these items, and a non-
recurring income tax adjustment.
Free cash flow. Free cash flow is defined as net cash provided by operating activities less capital expenditures, which consists of
purchases of property and equipment.

We understand that although these Non-GAAP Financial Measures are frequently used by investors and the analyst community in their
evaluation of our financial performance, these measures have limitations as analytical tools, and you should not consider them in
isolation or as substitutes for analysis of our results as reported under GAAP. We compensate for such limitations by reconciling these
Non-GAAP Financial Measures to the most comparable GAAP financial measures. We encourage you to review the tables in this
shareholder letter titled “Reconciliation of GAAP to Non-GAAP Results” and “Reconciliation of GAAP to Non-GAAP Financial Targets” that
present such reconciliations.

ABOUT ATLASSIAN

Atlassian unleashes the potential of every team. Our agile & DevOps, IT service management and work management software helps
teams organize, discuss, and complete shared work. The majority of the Fortune 500 and over 250,000 companies of all sizes worldwide -
including NASA, Kiva, Deutsche Bank, and Salesforce - rely on our solutions to help their teams work better together and deliver quality
results on time. Learn more about our products, including Jira Software, Confluence, Jira Service Management, Trello, Bitbucket, and Jira
Align at https://atlassian.com.

Investor relations contact: Martin Lam, IR@atlassian.com
Media contact: M-C Maple, press@atlassian.com
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